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His Excellency William F. Weld, Governor 
His Honor A. Paul Cellucci, Lieutenant Governor 
Honorable William M. Bulger, President of the Senate 
Honorable Charles F. Flaherty, Speaker of the House of Representatives 

TEL. (617) 727-2075 

Honorable Thomas F. Birmingham, Chairman of the Senate Ways and Means Committee 
Honorable Thomas M. Finneran, Chairman of the House Ways and Means Committee 
Honorable Members of the General Court: 

I am pleased to submit herewith the Semi-Annual Report of Audit Results and Activities of the 
Office of the State Auditor covering the period July 1, 1992 through December 31 , 1992. 

This twelfth report continues a format which organizes audit results by recurring findings within 
sectors of government to highlight systemic problems as well as broad areas in need of 
strengthening. The OSA also acknowledges, within each section, actions taken by agencies in 
response to previous OSA audit results and recommendations. Also included are legislative 
studies, mandate determinations, and fiscal reviews completed by the OSA's Division of Local 
Mandates. Finally, proposed and ongoing initiatives are included to inform officials and the public 
of significant audit activity. 

In closing, I would like to call special attention to the eleven vendor audits reported in the 
Human Services Audits section (see p. 32). In addition to continuing a statewide performance 
audit of the Commonwealth's Purchase of Service System, the OSA is issuing individual reports 
on each vendor reviewed. In this way, at a time of increased privatization, I can focus on overall 
administrative control and compliance issues, while providing a timely evaluation of individual 
vendor operations. 

I look forward to continuing to work with the Legislature and the Administration to improve the 
quality, cost effectiveness, and accountability of state government and of the services that the 
Commonwealth provides to its citizens. 
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Office of the 
State Auditor: 
Authority and 
Responsibilities 

T
he Office ofthe State Auditor (OSA) 
operates under the direction and con
trol of the State Auditor, an indepen
dently elected constitutional officer. 

The OSA provides the Governor, the Legis
lature, auditees, oversight agencies, and the 
general public with an independent evaluation 
of the various agencies, activities, and pro
grams operated by the Commonwealth. The 
State Auditor is mandated, under Chapter 11, 
Section 12, of the Massachusetts General 
Laws, to conduct an audit at least once every 
two years of all departments, offices, commis
sions, health and higher education institutions, 
and activities of the Commonwealth, including 
its court system and Authorities. Not including 
special audit projects, the number of entities 
requiring audit coverage totals approximately 
750. The Auditor also has authority to audit 
the thousands of vendors that contract with the 
Commonwealth and its instrumentalities, as 
well as federally aided programs. In addition, 
the Auditor is responsible, under Chapter 11, 
Section 6B, of the Massachusetts General 
Laws, for the Division of Local Mandates, 
which is charged primarily with determining 
the financial impact of legislation on cities and 
towns. 

The OSA conducts financial, performance, 
and electronic data processing audits in accor
dance with "Government Auditing Standards" 



issued by the Comptroller General of the United 
States. These standards are known in the pro
fession both as Generally Accepted Government 
Auditing Standards (GAGAS) and as the Yel
low Book standards. 

OSA audit activities include the following 
objectives: 

• Attesting to the fair presentation, accuracy, 
and reliability of an auditee' s financial state
ments; 

• Determining whether the Commonwealth's 
resources are properly safeguarded; 

• Determining whether such resources are 
properly and prudently used; 

• Determining an auditee's compliance with le
gal and regulatory requirements; 

• Evaluating the adequacy of an entity' s inter
nal control systems; 

• Evaluating management's economy and effi
ciency in its use of resources; 

• Determining and evaluating a program's re
sults, benefits, or accomplishments; and 

• Ensuring that all audit results are fully dis
closed to the public and the auditees. 

All OSA audit results and recommendations 
are intended to assist agency and program ad
ministrators by indicating areas where account
ing and administrative controls, financial opera
tions, program results, and efficiency and 
effectiveness can be improved, and by provid
ing technical assistance where appropriate . An 
important component of most audits is the exit 
conference, during which the auditee is given an 
opportunity to respond to the audit and its rec
ommendations. In short, the OSA is not sim
ply a critic but is an agent, an advocate, and a 
catalyst for improved management and delivery 
of government services. 
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Audit Results, 
Recommendations, 
Initiatives, and 
Corrective 
Actions: Overview 

D
uring the report period July 1, 1992 
through December 31 , 1992, the 
Office of the State Auditor issued 
118 audit reports covering: Au

thorities, human services agencies, education 
entities, judiciary/law enforcement entities, and 
various other state activities. For a complete 
listing of audit reports, see Appendix I on page 
88. In these reports the OSA disclosed millions 
of dollars in financial and operational deficien
cies and also provided recommendations in
tended to safeguard the Commonwealth' s assets 
and to improve the effectiveness and efficiency 
of governmental operations. 



Each type of entity audited by the OSA is 
governed by particular laws and regulations; is 
required to maintain financial records prop
erly; and, of course, is expected to operate 
economically and effectively. 

OSA audits are not intended to sensational
ize, but rather to present an accurate appraisal 
of financial management, legal compliance, 
and, where appropriate, program effectiveness 
and efficiency. 

Audit results and recommendations are 
important to auditees, and in a majority of in
stances auditees have indicated a willingness 
to take appropriate corrective actions. Audit 
results, viewed in the aggregate, give focus 
to problem areas for legislators and adminis
tration officials and, along with critical indi
vidual audit results, are the basis of the OSA 
legislative and administrative initiatives and 
recommendations. 

The following information clearly demon
strates that OSA audits not only have pro
moted the safeguarding and enhancement of 
the Commonwealth' s assets but have also as
sisted auditees in creating solutions to improve 
their fmancial and managerial operations. 
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Special Reviews 
Under the Internal 
Control Statute 

Chapter 64 7 of the Acts of 1989, the Internal 
Control Statute, requires the development and 
implementation of internal accounting and ad
ministrative control systems in state agencies. It 
further requires agencies to immediately report 
losses, thefts, or unaccounted-for variances to the 
State Auditor, who is then directed to identify the 
extent and causes of the missing funds and to 
make recommendations to improve the internal 
controls under which the variances occurred. 
The original bill was developed by the OSA as an 
integral part of the State Auditor's effort to ad
dress significant audit results through legislation 
and to assist agencies in safeguarding the 
Commonwealth's assets. The OSA and the 
Comptroller's Office have provided training to 
state agencies regarding their responsibilities un
der Chapter 647. In addition, the OSA has devel
oped and disseminated guidelines, questionnaires, 
and forms to facilitate the reporting of losses, 
thefts, or variances. 

Since enactment ofthis law, the OSA has re
sponded to hundreds of notifications by agencies 
of losses, thefts, or variances. Although most no
tifications require only desk review and technical 
assistance, complete audits are undertaken where 
necessary. Completed full special reviews have 
disclosed missing funds totalling $1, 177.754 and 
resulted in criminal penalties and financial resti
tutions. Most importantly, substantial improve
ments have been made in these agencies' internal 
control systems to prevent recurrence of such 
losses. The five reviews released during this re
port period are detailed below. 



Audit Results 

Department of 
Social Services 

Monson 
Development 
Center 

Special Reviews Under the Intemal Control Statute 

The following entities reported to the OSA variances, losses, short
ages, and/or thefts of funds, as required by the Internal Control Statute. 
In each case, the entity has taken steps, assisted by the OSA, to 
strengthen the integrity of its fiscal management practices. 

• The Department of Social Services (DSS) had a budgetary shortfall 
of$5.2 million. The OSA, in reviewing internal controls over ad
vance accounts at DSS, found that the agency, in noncompliance 
with state law, paid over $5.2 million to human service providers for 
fiscal year 1991 bills with funds appropriated for fiscal year 1992 ob
ligations. As a result, the State Comptroller suspended DSS's Massa
chusetts Management Accounting and Reporting System (M:MARS) 
security clearance and signatory authority, and also designated the 
Executive Office of Health and Human Services to authorize the fi
nancial transactions ofDSS until the agency's internal control system 
is adequate to ensure compliance with established and acceptable 
policies and procedures. 

Pursuant to the requirements of Chapter 647, the Commissioner of 
DSS has appointed, as the agency's internal control official, DSS's 
Deputy Commissioner for Administration and Finance. In addition, 
a supplementary budgetary appropriation was approved by the Legis
lature and the Governor to ensure that DSS would be able to meet its 
financial obligations. It should be noted that the alteration of ad
vance documentation did not result in any personal benefit or gain . 

• Monson Development Center's inadequate controls over client funds 
and lack of coordination with the Treasurer's Office contributed to an 
environment in which an employee may have misappropriated at 
least $23,133. In addition, another $18,256 in client funds was ex
pended without any supporting documentation. The Center employs 
eleven special service assistants whose duties include shopping for 
mentally handicapped clients who are dependent on these assistants 
for honest and responsible management of their personal funds . In 
this case, one assistant allegedly misused client funds. 

In identifying specific internal control weaknesses, the OSA noted 
that client charges were not adequately monitored to ensure that they 
would be promptly deducted from clients ' accounts and that over
spending would not occur; responsibilities were not separated so that 
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Special Reviews Under the Internal Control Statute 

Monson 
Development 
Center 
Continued 

Plymouth County 
Probate and 
Family Court 

Salem State 
College 
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one employee's work could serve as a check on another's; periodic 
independent reconciliations of outstanding advances were not made; 
and documentation was stored in a haphazard manner. 

During the audit period, Center officials began to strengthen controls. 
The Treasurer's Office agreed to be responsible for reducing the 
amount of petty cash held by special service assistants, for conduct
ing periodic unannounced audits, for verifying all supporting docu
ments submitted with reimbursement requests, and for ensuring that 
reimbursements for purchases are properly approved and documented 
with original receipts. 

The Hampden County District Attorney's Office has been notified of 
the suspected theft, and a State Police investigation is ongoing . 

• Plymouth County Probate and Family Court's lack of adequate inter
nal accounting and administrative controls over cash receipts allowed 
for the disappearance from its Brockton office of a $100 filing fee, 
along with the accompanying case file . During the OSA review, 
Court personnel indicated their awareness of similar instances of 
missing files and fees on at least five other occasions in the past year. 
The internal control weaknesses noted included failure to deposit 
cash receipts daily, lack of separation of duties between collecting 
and accounting for incoming funds, and transfer of cash receipts 
from the Brockton office to Plymouth rather than depositing them 
locally . 

• Salem State College's inadequate internal control procedures contrib
uted significantly to conditions that led to a possible misuse of up to 
$6,500 of activity fees from its Peabody Hall dormitory. Control de
ficiencies included a lack of written guidelines or instructions for the 
expenditure of the dormitory's activity fees and lack of ongoing 
monitoring by the College 's Fiscal Affairs and Resident Life depart
ments. The audit disclosed that the dormitory's resident director, 
during the two years prior to voluntarily resigning in December, 
1991, did not deposit or account for donnitory collection receipts, in
cluding student social dues and gifts solicited from parents during a 
fund drive. 



Westfield State 
College 

Special Reviews Under the Internal Control Statute 

In April, 1992, subsequent to the audit period, the College initiated 
action to strengthen oversight and to computerize financial 
recordkeeping and reporting. 

The OSA report was referred to the Essex County District Attorney 
for further investigation of the potential misuse of funds. 

• Westfield State College's inadequate internal controls allowed cash 
register tapes to be altered and $7,895 in cash deposit discrepancies 
to go undetected during the period February 8, 1990 to July 2, 1991. 
Due to a lack of segregation of duties, a bookkeeper in the Division 
of Graduate Studies and Continuing Education received and depos
ited incoming funds, maintained accounts receivable records and bill
ing information, balanced cash daily, and prepared financial reports. 
Failure to separate responsibilities so that one employee's work could 
serve as a check on another's resulted in conditions which allowed 
the alteration of register tapes and the non-deposit of funds to the 
College bank account. 

The College has implemented new policies for handling receipts, in
cluding the separation of employees' functions so that one person is 
no longer responsible for a complete fmancial transaction. 

The possible theft of College funds is under investigation by the 
Hampden County District Attorney. 
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Authority Audits 
During the report period, the OSA released 

65 audit reports relative to housing authorities 
and other independent entities. Forty-seven of 
these reports were federally mandated audits of 
state-administered federal and state programs. 
Many of these reports identified recurring au
dit results which, if addressed, will improve 
financial management of these Authorities and, 
in turn, help to safeguard state and federal 
funds. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Authority Audits 

The federal Single Audit Act of 1984 created many opportunities for 
state governments to reduce duplication by using one audit to satisfy 
both federal and state requirements. The Commonwealth, for example, 
closes its books on June 30 each year through a single audit done jointly 
by the Office of the State Auditor and a private accounting firm. 

New procedures developed by the OSA and authorized by Chapter 
138 of the Acts of 1991 for the procurement and conduct of housing au
thority audits provide another example of the way in which the Com
monwealth is improving the coordination and efficiency of the audit 
process. With the passage of Chapter 138, the OSA has the authority to 
prescribe state standards, in addition to any federal requirements, for 
audits of all housing authorities that receive federal financial assistance, 
whether conducted by the OSA or a private firm. As a result, account
ability is strengthened, duplication is prevented, and costs are reduced. 
During the report period, the OSA released 40 single audits of housing 
authorities. 

Adequate accounting and administrative controls assist an Authority 
in maximizing revenue potential and avoiding unnecessary operating 
deficits, thereby potentially increasing funds available for its programs. 
Several reports identified areas where accounting, recordkeeping, and 
other internal controls needed improvement. Examples include: 

• Attleboro Housing Authority's financial management system had 
substantial accounting and recordkeeping deficiencies. For example, 
payroll withholding accounts for retirement, credit union, and Group 
Insurance had inaccurate balances due to numerous posting errors; 
investment income totalling $6,048 was not recorded; payments in 
lieu of taxes had not been processed and were overdue; various mod
ernization expenses were posted to the wrong accounts; and support
ing documentation and proper authorization were lacking for nearly 
half of the vouchers examined. As a result of the Authority' s lack of 
proper recordkeeping and accounting procedures. the Commonwealth 
and the Executive Office of Communities and Development had little 
or no assurance that funds appropriated to the Authority were 
properly expended. 

11 



Authority Audits 

Inadequate 
Accounting and 
Administrative 
Controls 
Continued 
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• Grafton Housing Authority did not maintain timesheets or attendance 
calendars to record days worked and to substantiate the amounts ac
crued for vacation, sick, and personal time. As a result, the Author
ity could not be assured that employees worked the hours for which 
they were paid or that sick and vacation-time balances were correctly 
accumulated. 

• Grafton Housing Authority'S former Executive Director had sole sig
natory responsibility, on behalf of Board members, for writing 
checks. Internal control standards, as prescribed in Chapter 647 of 
the Acts of 1989, require two signatures on checks in order to pre
vent the misuse of funds. 

• Grafton Housing Authority'S Family Housing program had total li
abilities which exceeded its current cash position. As a result, the 
Authority used $9,623 in reserve funds, thereby depleting its reserve 
balance to $1,303, an amount $3,497 below the minimum balance re
quired by the Executive Office of Communities and Development. 

• Northampton Housing Authority' s new computerized accounting sys
tem did not provide the means for controlling adjustments to journal 
entries. Specifically, journal entries were not numerically referenced 
in the general ledger and certain entries lacked adequate explana
tions. Numerical control over journal entries is necessary to ensure 
accountability for all such entries processed, to enable the tracing 
back of general ledger entries to the journal entry source document, 
and to facilitate the auditing process. 

• West Springfield Housing Authority ' s new computerized accounting 
system did not provide adequate means for controlling adjustments to 
journal entries. Journal entries were not numerically identified, were 
not referenced in the general ledger, and did not contain proper man
agement authorizations for giving approval to adjust financial trans
actions. Numerical control over journal entries is necessary to ensure 
accountability for all entries processed, to enable the tracing back of 
general ledger entries to the journal entry source document, and to 
facilitate the auditing process. 



Inadequate 
Control over 
Property and 
Equipment 

Authority Audits 

Executive Office of Communities and Development (EOCD) regula
tions require that housing authorities conduct annual physical invento
ries of property and equipment, tag equipment, and annually update in
ventory listings. In addition to ensuring accountability for property and 
equipment, adequate inventory records serve as a source of insurance 
coverage information in the event of a casualty loss, as a basis of com
parison with the previous year's physical inventory, and as financial 
planning data. Several reports identified areas where inventory controls 
needed improvement in order to adequately safeguard property and 
equipment and to protect these fixed assets from possible loss, theft, or 
DllSuse. 

• Attleboro Housing Authority did not conduct annual physical inven
tories, did not maintain furniture and equipment record cards, did not 
tag equipment, and did not record the value of its fixed assets on its 
financial records. As a result, the Authority could not be assured 
that its property was adequately protected or accurately recorded on 
its books. 

• Stoneham Housing Authority did not maintain adequate records of its 
fixed assets, did not conduct an annual physical inventory during the 
audit period, and did not record the dollar value of its property and 
equipment on its financial records. As a resuh, the Authority could 
not be assured that its property was adequately protected or accu
rately recorded on its books. 

• Wenham Housing Authority did not provide documentation that a 
physical inventory of property and equipment had been conducted in 
1989, 1990, or 1991. In addition, the Authority did not maintain a 
complete and accurate listing of the original cost or fair market value 
of its equipment. By not maintaining adequate inventory records, the 
Authority exposed its property to possible loss or misuse and under
stated the value of its inventory on its financial records and 
statements by nearly $50,000. 

13 
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Inadequate 
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Determinations 
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with State Laws 
and Regulations 
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OSA reports disclosed that several housing authorities did not ensure 
that rent determinations were in accordance with Executive Office of 
Communities and Development (EOCD) and Department of Housing and 
Urban Development (HUD) regulations. These conditions could result 
in overcharges to tenants or loss of income to Authorities. Examples in
clude: 

• Brimfield Housing Authority inadvertently omitted pertinent income 
information in calculating rent determinations. This resulted in under
charges to tenants of at least $2,400 over a twelve-month period. 

• Grafton Housing Authority, contrary to EOCD regulations, rounded 
off dollar amounts to the next highest dollar when calculating rents. 
As a result, 42% of tenants reviewed were being overcharged. In ad
dition, the Authority did not redetermine all tenants' rents on an an
nual basis and did not ensure that sufficient documentation was ob
tained and placed in every tenant's file. As a result, the Authority may 
have either lost potential rental income or overcharged certain tenants. 

OSA reports disclosed that several Authorities were not in compliance 
with various state and federal laws and regulations. Such noncompliance 
could result in loss of tax revenues or in increased risk to tenant health 
and safety. 

• Amesbury Housing Authority did not conduct the annual site inspec
tions required by the Executive Office of Communities and Develop
ment. As a result, potentially unsafe conditions could exist. 

• Attleboro Housing Authority could not provide evidence that the re
quired 1099-MISC income information form had been issued to a pri
vate contractor for $2,200 in calendar year 1988 payments. This in
come may not have been reported by the contractor, thus resulting in 
lost tax revenue to the Commonwealth and the federal government. 

• Grafton Housing Authority did not include $4,975 of the former Ex
ecutive Director's salary in the gross income reported to the Internal 
Revenue Service and the Massachusetts Department of Revenue. Such 
underreporting of gross income may have resulted in lost tax revenue 
to the Commonwealth and the federal government. 

• West Springfield Housing Authority had not implemented a Drug-Free 
Workplace policy as required by federal law mandating all agencies 
that receive federal funds to be certified as drug-free workplaces. 



Noncompliance 
with Tenant 
Selection 
Procedures; 
Delays In Renting 
Apartments 

Retention of 
Excess 
Development 
Funds 

Authority Audits 

OSA reports disclosed that certain housing authorities did not adhere 
to Executive Office of Communities and Development (EOCD) regula- . 
tions regarding tenant selection and did not move expeditiously to fill 
vacant apartments. These conditions could result in lost rental income 
to the Authorities, as well as in depriving eligible low-income persons 
of housing to which they are entitled. Examples include: 

• Attleboro Housing Authority, while making some progress in im
proving its vacancy-management system, still had units vacant for a 
combined total of 1,141 days in excess oftime frames set by EOCD. 
As a result, the Authority lost potential rental income totalling $6,308 
during the audit period. 

• Beverly Housing Authority did not properly maintain its waiting 
lists. As a result, the eligibility and current status of selected appli
cants could not be verified, and certain eligible persons may have 
been deprived, at least temporarily, of housing to which they were 
entitled. 

• Franklin County Regional Housing Authority needed to improve its 
procedures for monitoring vacancies. The Authority's vacancy led
ger, which is utilized to list unit vacancies and monitor progress 
through the unit's re-leasing, did not list such essential information as 
date vacated, date ready, and date filled. In two instances, vacancies 
were not posted at all. In addition, three units were vacant beyond 
the average 21 day time frame set by EOCD. As a result, eligible 
tenants were deprived, at least temporarily, of housing to which they 
were entitled. 

The Executive Office of Communities and Development (EOCD) ad
vances funds to local housing authorities for the construction and up
keep of the Commonwealth's public housing units. When excess funds 
are not returned in a timely manner upon project completion, the Com
monwealth is denied use of these funds for other initiatives. During the 
report period, the following instance of retention of excess development 
funds was disclosed: 

• Lenox Housing Authority had approximately $45,000 in excess de
velopment funds on hand as of March, 1992. The funds were part of 
a grant from EOCD to build special needs housing units, construction 
of which had been completed in November, 1990. 
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Authority Audits 

Revenue Not 
Maximized 

16 

Prudent business practices, such as maximizing interest income, in
crease monies available for services and minimize operating subsidies 
from the Commonwealth. The following are examples of financial loss 
that could have been prevented or failure to maximize interest income. 

• Attleboro Housing Authority, as disclosed in a previous report, paid a 
total of $2,902 in interest charges and penalties to the Internal Rev
enue Service because required quarterly tax information and payroll 
taxes had not been submitted on time. During the current audit pe
riod the Authority was assessed additional interest, penalties, and 
taxes totaling $4,488 for not reporting tax information accurately and 
on time. 

• Attleboro Housing Authority lost the opportunity to earn at least 
$14,869 in potential interest income because it continued, as dis
closed in a prior report, to maintain its funds in non-interest-bearing 
and low-interest-bearing accounts. 

• Attleboro Housing Authority failed to notify judicial authorities of a 
contractor' s failure to fulfill the conditions of a civil judgment de
cided in the Authority'S favor, on or before the legal cut-off date. As 
a result, the court had no other recourse but to dismiss the case, and 
the Authority forfeited its opportunity to be compensated $15,159 by 
the defendant. 

• Pittsfield Housing Authority had an aggregate balance of $151 ,203 in 
four accounts in a bank that failed. Authority officials believed that 
the four accounts were separate and each insured up to $100,000 by 
the Federal Deposit Insurance Corporation (FDIC). However, the 
Resolution Trust Corporation, appointed receiver ofthe bank by the 
Treasury Department, determined that only $100,000 was covered by 
FDIC insurance. Although continuing to appeal the ruling, the Au
thority may lose up to $51 ,203. 



Deficiencies In 
Contract 
Procurement 

Inadequate 
Accounting and 
Payroll Controls 

Authority Audits 

The Commonwealth's procurement of services is governed by a pre
cise set of laws and requirements, which include a formal evaluation 
process to determine which vendor can most efficiently and effectively 
carry out the contract. During this report period, the OSA conducted a 
review ofthe Pioneer Valley Transit Authority's contract-procurement 
practices in response to a special request from Representative Paul E. 
Caron. The following issues were disclosed: 

• Pioneer Valley Transit Authority officials did not provide the Selec
tion Committee designated by its Advisory Board to evaluate propos
als from four competing firms with an accurate assessment of the 
vendor eventually recommended to manage the Authority'S transit 
service. Authority officials were aware of both personnel and finan
cial problems at transit companies owned by the president of Transit 
Express, the recommended vendor. By failing to report this informa
tion to the Selection Committee, Authority officials seriously im
paired the selection process to Transit Express's advantage. 

• Pioneer Valley Transit Authority made a fundamental change to its 
Requests for Proposals (RFPs) after its designated Selection Commit
tee had begun to evaluate proposals from firms competing to manage 
its transit service. Furthermore, the RFP evaluation criteria were 
more strictly applied to some vendors than to others. As a result of 
serious flaws in the Authority's contract-procurement process, the 
OSA recommended that the Authority should readvertise for propos
als and award a new transit management contract for 1993. 

Adequate accounting controls help to ensure that public funds are 
spent properly and efficiently. A review of financial statements at the 
Massachusetts Water Resources Authority revealed two areas of inter
nal control weakness. 

• The Massachusetts Water Resources Authority had a decentralized 
accounts payable system in which various operating divisions re
ceived and approved vendor invoices for payment before its accounts 
payable department received and recorded these invoices. The ac
counts payable department became aware of liabilities only after 
spending decisions were made and pertinent information then for
warded by the operating divisions. This resulted in delays in record
ing capital items, costs, and expenditures. In addition, the accounts 
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Authority Audits 

Inadequate 
Accounting and 
Payroll Controls 
Continued 

Inadequate 
Program 
Oversight 

18 

payable department was unaware of certain liabilities that should 
have been recorded on financial statements. 

• The Massachusetts Water Resources Authority kept undistributed 
payroll checks in unlocked file cabinets. Although the file cabinets 
were in a locked office and typically stored only overnight, the 
checks would be better protected from theft and destruction if stored 
in a fireproof safe. 

The Massachusetts Industrial Finance Agency (MIF A) provides capi
tal through bond financings to non-profit cultural institutions, as well as 
to commercial enterprises and governmental entities. As of December 
31, 1989, MIF A had issued $302 million in bonds for cultural and edu
cational purposes, including $11.6 million for a newly created provider 
lease program. The goal of the provider lease program is to provide 
capital funding to non-profit provider organizations that contract with 
the Commonwealth so that they can stabilize occupancy costs, upgrade 
facilities, and focus resources on the delivery of services. Under this 
program, MIF A purchases property occupied by an eligible provider 
and leases the property back to the provider for twenty years. After that 
time, the provider has the option of buying the property for a nominal 
sum. Twelve providers were participating in the program during the au
dit period. A performance review of program monitoring disclosed the 
following issues: 

• The Massachusetts Industrial Finance Agency approved a loan for 
$5.9 million for property on a site that presented soil contamination 
problems. In addition, a complete review of the borrower's financial 
position was not performed. Clean-up of the site, paid for by MIF A, 
has been completed. However, the provider has notified MIF A of 
possible intent to file for bankruptcy. 

• The Massachusetts Industrial Finance Agency provider lease program 
resulted in unanticipated costs to providers. Six participating provid
ers complained of certain unanticipated closing costs and administra
tive expenses that were passed on to them. Another factor that con
tributed to unexpected costs was the property management function 
provided by an out-of-state corporation hired by MIF A. This man
agement function, which cost $62,786 in its first year, duplicated 
duties already performed by state agencies that contract with the 
providers. 



Questionable 
Loans 

Authority Audits 

• The Massachusetts Industrial Finance Agency was involved in a pos
sible conflict of interest situation. A former Assistant Secretary of 
Administration and Finance (A&F), who had assisted in designing 
the provider lease program and in promoting the program to provid
ers, was later employed by the company hired by MIF A to manage 
the properties in this program. Further, the person in question orga
nized two non-profit corporations and used a State House office as 
the mailing address for these organizations. As a result, there was at 
least the appearance of a conflict of interest in MIF A's dealings with 
the former A&F Assistant Secretary. 

Chapter 769 of the Acts of 1987 allows the Massachusetts Industrial 
Finance Agency (MIFA) to make loans to non-profit institutions that 
"provide a program of cultural and educational services." These loans 
are written at lower-than-market interest rates, using funds made avail
able through the sale of tax-exempt bonds. The two loans discussed be
low may not fulfill the intent of MIF A's enabling legislation. 

• The Massachusetts Industrial Finance Agency loaned $28.6 million 
to a Japanese college to purchase property in Boston. Because this 
school enrolls only Japanese women, who are Japanese citizens, the 
audit recommended legislative review to approve or disapprove the 
use of taxpayer subsidized loans for this enterprise. 

• The Massachusetts Industrial Finance Agency made a $7.8 million 
loan to an out-of-state non-profit institution to purchase a nursing 
home in Massachusetts. The audit questioned whether this below
market-rate loan met the legislative criterion of benefitting citizens of 
the Commonwealth. 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowledge 
agency compliance with OSA recommendations. The following housing 
authorities have implemented the OSA's prior audit recommendations: 

• The Authority, which has been placed under the direct control of the 
Executive Office of Communities and Development, has improved 
certain financial management practices by appropriately documenting 
and utilizing travel expenses and by accurately presenting tenants ' ac
counts receivable amounts on required financial statements. 

• The Authority has improved its tenant selection procedures by verify
ing applicant information and by properly maintaining waiting lists. 

• The Authority has increased potential rental income by more promptly 
preparing and filling vacant units. 

• The Authority has strengthened its administrative and accounting con
trols by developing a formal cash management system that documents 
program expenditures in detail, by properly accounting for equipment 
purchases, by remitting required payments in lieu of taxes, by accu
rately reconciling payroll withholding balances to actual liabilities, 
and by properly accounting for $16,257 previously not reflected in the 
general ledger of any of the Authority's books of account. 

• The Authority has increased potential rental income, by preparing and 
filling all vacant units within time frames set by the Executive Office 
of Communities and Development and by completing inspection re
ports and other required documents for each vacant housing unit. 

• The Authority is now operating under an approved management plan 
for controlling administrative and operational functions. 

• The Authority has returned all uncommitted development funds to the 
Executive Office of Communities and Development. 

• The Authority has implemented a Drug-Free Workplace policy, as re
quired by federal law. 



Marblehead 
Housing Authority 
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Authority Audits 

• The Authority has strengthened controls over its property and equip
ment by conducting an annual physical inventory, by maintaining ac
curate records of fixed assets, and by tagging and assigning asset-con
trol numbers to all equipment items. 

• The Authority has improved its procedures for tenant selection and 
rent determinations by properly maintaining waiting lists and docu
menting rent calculations. 

• The Authority has strengthened its administrative and accounting con
trols by obtaining required Executive Office of Communities and De
velopment approval for all architectural work, by paying all employ
ees in accordance with approved budgets, by formally contracting 
with and appropriately monitoring the vendor responsible for washer/ 
dryer operations, and by programming into its computer billing a 
monthly charge to all tenants with air conditioners. 

• The Authority has improved controls over its property and equipment 
by recording all inventory in the general ledger; by properly tagging 
all equipment items; and by accounting for all equipment, including 
those items that had not been previously located. 

• The Authority has increased potential rental income by preparing and 
filling vacant units within time frames set by the Executive Office of 
Communities and Development. 

• The Authority has improved financial management practices by com
pleting inspections of rental units, by establishing allowable fair mar
ket rents for landlords, by documenting and inspecting damage claims 
by landlords, by properly calculating rent detenninations, and by 
maintaining time sheets and attendance calendars for office personnel. 

• The Authority has enhanced its revenues by maintaining all program 
funds in interest-bearing accounts. 

• The Authority has improved its administrative controls by obtaining 
required written approval from the Executive Office of Communities 
and Development for all architectural work. 
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The following is an update of planned and ongoing special OSA ini
tiatives in the area of Authority audits: 

• The OSA will comprehensively review EOCD's regulations pertain
ing to public housing authorities. The audit will identify areas that 
should be strengthened to improve operations and regulations that 
should be modified to allow more flexibility where cost effective. 
Authorities throughout the state will be included, and Authority offi
cials will be surveyed to obtain their views regarding regulations 
promulgated by EOCD. 

• The OSA is conducting a statewide audit of selected public housing 
authorities. This audit will review the adequacy of internal controls 
and compliance with programmatic requirements for the following 
areas: tenant selection, rent redeterminations, preparing and filling 
vacant units, administrative costs and related expenses, and miscella
neous revenue and other income. 

• The OSA is completing an audit of major capital improvement 
projects administered by the MBT A that are 100% state-funded. 
Projects under review include, but are not limited to, the North Sta
tion Platform/Garage Project, the South Station Rehabilitation 
Project, the Lynn Central Square Station and Garage Project, the 
JFK-UMass Station Project, the Roxbury Replacement Service 
Project, and the Purchase of Commuter Rail Equipment Project. In 
addition, as part of a statewide review of short-term and long-term 
debt financing, the OSA will evaluate the bond issuance structure at 
the MBTA. 

• The OSA is conducting a survey to review, among other areas. 
Massport's policies and procedures for reimbursing personnel for 
travel and entertainment expenses; controls over furnishings, equip
ment and other fixed assets; allocation of general and administrative 
expenses; procedures for bidding and awarding contracts; computa
tion of landing fees; and controls over payroll and other related ex
penditures. In addition, the OSA will review Massport's bond issu
ance structure for both short-term and long-term debt financing. 
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• The OSA has completed a review of several areas within the Massa
chusetts Turnpike Authority, including its procurement reform initia
tives and construction award process. This audit, which will be de
tailed in the ~SA's next semi-annual report, can be obtained by 
calling 727-2075. 

• The OSA is continuing a review of the MWRA' s activities relative to 
the administration of the Harbor Cleanup Project that will include, 
but not be limited to, a review of contract awards and amendments, 
project scheduling, and anticipated cost and funding. It will also in
clude an assessment ofthe system of internal controls the MWRA 
has established for estimating, monitoring, and controlling project 
costs. 

• The OSA, jointly with the Office of the Inspector General, is con
ducting a statewide review of regional transit authorities, with par
ticular emphasis on contract bidding and awarding processes. 

23 



24 

Education Audits 
During the report period, the OSA released 

sixteen audits pertaining to education, includ
ing six audits of federal financial assistance 
programs at various institutions. The OSA 
also completed an audit of construction costs at 
Plymouth South High School at the request of 
Plymouth officials. In addition, four of the 
sixteen education audits reviewed Electronic 
Data Processing (EDP) activities at various in
stitutions and are detailed in the EDP Audit 
section on page 60. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Education Audits 

OSA education audits revealed deficiencies pertaining to internal 
control policies and procedures. Such weaknesses can create vulner
abilities to waste and illegal acts, and can result in unnecessary expendi
tures. Examples include: 

• Massachusetts Maritime Academy had not established complete ac
counting records for trust funds and administrative accounts. Spe
cifically, none of the trusts or accounts were controlled by a general 
ledger, and several trust fund accounts were not controlled by formal 
cash journals or subsidiary ledgers. By relying solely on bank state
ments to confirm activity, the Academy could not be assured that its 
resources were adequately protected. 

• Massachusetts Maritime Academy lacked adequate controls over its 
students' accounts receivable. Specifically, the Academy had not re
imbursed 290 students for overpayments totalling $186,839, dating 
back to the class of 1985. In addition, the Academy, which had not 
implemented the debt collection policy established by the Office of 
the State Comptroller, was owed $227,128 by students no longer en
rolled. However, the review indicated no significant accounts receiv
able deficiencies for students currently attending the Academy. 

• Massachusetts Maritime Academy had financial and compliance 
weaknesses in its Commercial Fisheries Program. The audit revealed 
that cash transactions from the Program's two checking accounts 
were not recorded for sixteen and six months, respectively; bank rec
onciliations for these two accounts were not performed for eight 
months; fmancial records were maintained by program personnel 
rather than the business office that was responsible for signing 
checks; and the Program did not reimburse the Academy for the use 
of the Academy's classrooms, even though the federal grant that 
funded the Program provided for $5,353 in indirect cost reimburse
ment. 

• Salem State College lacked adequate internal controls over activity 
fees collected from its Peabody Hall dormitory residents. These defi
ciencies included a lack of written guidelines or instructions for ac
tivity fees, an absence of assigned oversight ability , and a lack of on
going monitoring by the College ' s Fiscal Affairs and Resident Life 
departments. The conditions contributed significantly to a possible 
misuse of up to $6,500 of activity fees. (See p. 8.) 
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• The University of Massachusetts-Amherst Exercise Science Depart
ment lacked adequate internal controls over receipts at the fitness 
shops it operated. Specifically, the Department did not separate du
ties so that one employee' s work could serve as a check on another' s, 
did not have a billing and receivable system that would allow for an 
audit trail to trace transactions through the system, did not reconcile 
the number of memberships issued with the amount collected, and 
issued refunds in cash rather than by check. Because of these weak
nesses in internal controls, the Department could not be assured that 
all revenues were received, recorded, and deposited, or that they were 
properly safeguarded. 

• Westfield State College lacked adequate internal controls over its Di
vision of Graduate Studies and Continuing Education receipts. Inad
equate internal controls allowed cash register tapes to be altered and 
$7,895 in cash deposit discrepancies to go undetected from February, 
1990 to July, 1991. Specifically, because of a lack of segregation of 
duties, the bookkeeper had total control over the entire transaction 
cycle, resulting in the altering of register tapes and the non-deposit of 
funds to the college bank account. (See p . 9.) 

All state entities are required to keep complete inventories and to tag 
equipment in order to ensure that property is safeguarded and used for 
its intended purposes. The following entity had deficiencies in this 
area: 

• The University of Massachusetts-Amherst Exercise Science Depart
ment was not in compliance with internal control procedures regard
ing property and equipment. Specifically, 17 of 34 items sampled 
were found in locations other than those indicated on the inventory 
list; 3 ofthe 34 items collectively valued at $5,225 could not be lo
cated; 4 of 18 items purchased during the review period were not 
tagged or added to the perpetual inventory; and the inventory list had 
not been verified since June, 1988. As a result. the Department could 
not be assured that its fixed assets were adequately protected against 
possible theft, loss, or misuse. 



Noncompliance 
with Federal 
Regulations 
Regarding Student 
Assistance 

Education Audits 

OSA audits revealed numerous deficiencies pertaining to internal 
controls over student financial assistance programs, resulting in viola
tions of federal regulations. Schools participating in the federal student 
financial aid program must adhere to the Recipient's Guide for the U.S. 
Department of Education Payment Management System. This system 
requires schools to request funds for immediate needs only and to dis
burse these funds within three working days. Failure to comply with 
federal regulations could potentially jeopardize a school's eligibility to 
participate in certain federal financial aid programs, thereby limiting 
educational opportunities for students. Examples of deficiencies in
clude: 

• Greenfield Community College needed to improve its cash manage
ment system to more effectively manage federal drawdowns and their 
ultimate disbursement. Two of the six drawdowns that the OSA 
tested revealed excess funds of $3,072 and $11,360 that were held for 
several days beyond the three-day limit. 

• Holyoke Community College needed to improve its cash manage
ment system by better forecasting its immediate cash needs. Of the 
six drawdowns the OSA tested, four were insufficient to cover the 
College's negative cash balance. As a result, non-federal sources of 
cash were used to cover the deficits and later reimbursed, a practice 
discouraged by the federal guidelines for financial assistance pro
grams and by the OSA, in that interest income may be lost on the 
borrowed funds. 

• Holyoke Community College needed to improve it procedures for 
reconciling its bank and federal financial reports to its automated Fi
nancial Records System. Specifically, the College did not perform 
monthly reconciliations of its bank accounts or quarterly reconcilia
tions of federal funds, both of which are required by the federal gov
ernment. In addition, the College needed to reconcile a number of 
past variances that have existed on its records dating back to 1989. 
Strict adherence to federal regulations is necessary to ensure the 
College's continued participation in the federal financial aid pro
gram. 
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• Roxbury Community College had not established procedures to accu
rately and routinely perform the reconciliations to properly account 
for cash transactions reported to the federal government. Specifi
cally, the College did not report the actual amount disbursed. Rather, 
officials reported disbursements as equal to drawdowns even though 
all the drawdown funds had not been disbursed. Further, the College 
did not reconcile its bank accounts with its cash journals and ledgers. 
The College needs to strictly adhere to federal regulations in order to 
ensure continued eligibility for the federal financial aid program. 

• Roxbury Community College needed to improve its cash manage
ment system to more effectively time the drawdown of federal funds 
from the U.S. Treasury and their ultimate disbursement. Specifi
cally, the College consistently drew down enough federal funds to 
cover more than one month's expenditures, while federal regulations 
require schools to draw down funds only for their immediate needs. 
In addition, the College did not consider federal funds already on 
hand, as required, when it calculated its drawdown requirements. 

• Salem State College needed to improve its cash management system 
to more effectively time the drawdown of federal funds. Specifi
cally, the College was prematurely drawing down thousands of dol
lars in work-study funds before they were needed, resulting in excess 
cash on hand. As a result, the College risked interest penalties and 
fines from the federal government. 

At the request of certain Town of Plymouth officials, the OSA con
ducted a review of construction costs at Plymouth South High School. 
This special review sought to determine whether the school was con
structed on time and within budget, and whether the School District 
complied with applicable laws and regulations and used its resources 
efficiently. The Regional School District, through its establishment of a 
Building Committee, had statutory responsibility for oversight of the 
project. The OSA review disclosed the following issues : 

• Plymouth South High School's construction exceeded its original 
project budget. As of May 31, 1990, the School District had in
creased its $25 million budget for the project by $1. 8 million and had 
additional unpaid obligations of $669,989. Of this overrun, $477,036 
involved additions to the original plan approved by the School Dis
trict even after it was known that the project was exceeding its origi
nal appropriation. 



Noncompliance 
with State Laws 
and Regulations 

Education Audits 

• Plymouth South High School's construction involved expenditures to 
the general contractor that were inadequately documented. Specifi
cally, 31 of the 32 applications for payment that the OSA reviewed 
did not provide adequate documentation to support the expenditure 
made. In addition, a large number of change orders that were paid 
out could not be demonstrated as properly requested, approved, and 
necessary to the project. Specifically, 68 of the 235 approved change 
orders, totalling approximately $1 million of the $3.3 million ex
pended through change orders, lacked sufficient explanation as to 
who initiated them and why they were needed. 

The OSA review of construction costs at Plymouth South High 
School disclosed that a number of state laws and regulations were vio
lated by the School District and its contractors. Such noncompliance 
could result in loss of public monies or in public health and safety risks. 
For example: 

• Plymouth South High School's construction involved contracts total
ling $343,042 which were awarded without obtaining competitive 
bids. The Commonwealth's competitive bid law requires all public 
construction estimated to cost more than $25,000 to be awarded 
based on competitive bids in order to assure that work is completed 
at the lowest possible cost. (See p. 71.) 

• Plymouth South High School's Building Committee may have vio
lated the Commonwealth's Open Meeting Law on five different oc
casions. This law contains specific guidelines on why, when, and 
how a public body may go into executive session, in order to "elimi
nate much of the secrecy surrounding deliberations and decisions on 
which public policy is based." The OSA's review of executive ses
sion minutes revealed possible violations, and the matter was referred 
to the Plymouth County District Attorney for review. (See p. 72.) 

• Plymouth South High School's wastewater treatment plant dis
charged 10,000 gallons of untreated sewage directly into the high 
school grounds, bypassing all waste treatment processes. This viola
tion of the Commonwealth' s Department of Environmental Protec
tion regulations could have jeopardized the school's license to oper
ate a wastewater treatment plant, as well as potentially creating a 
community health hazard. (See p. 71.) 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations. The following 
schools implemented the OSA's prior audit recommendations. 

• The College has revised its cash management practices to comply 
with federal requirements relating to requesting and disbursing finan
cial assistance funds. 

• The College is now providing written documentation to support trust 
fund disbursements. 

• The College is now preparing and issuing the required IRS 1099-
MISC income information forms for payments to non-service em
ployees. 

• The College's disbursements to vendors are now being properly ap
proved and supported by adequate documentation. 

• The College is now properly and effectively administering its federal 
cash management system with no excess cash on hand. The College 
has also reimbursed the federal government for $251 it over-awarded 
a student. 

• The College has reimbursed funds to the federal government that 
were incorrectly over-awarded to several students. 

• The College has improved its recordkeeping and record retention of 
student files. 

• The College is now returning interest to the federal government 
earned on non-Perkins Loan Program Funds and funds recovered 
from students no longer enrolled at the College. 



Initiatives 

Foundations at 
Institutions of 
Public Higher 
Education 

State College and 
University 
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Authorities 

Student Financial 
Aid Programs 

Education Audits 

The following is an update of planned and ongoing initiatives in the 
area of education. 

• The OSA will conduct a statewide audit to determine compliance 
with Section 211 of Chapter 133 of the Acts of 1992, which sets 
guidelines for establishing and operating foundations at institutions 
of public higher education. This audit will include an examination 
of: public funds transferred to or expended from foundation ac
counts; employees staffing the foundation; contracts or agreements 
between a foundation and an institution; and foundation books and 
records as deemed necessary and appropriate. 

• The OSA has completed a comprehensive review of the four state 
college and university building authorities. This audit, which will be 
detailed in the OSA' s neJct semi-annual report, can be obtained by 
calling 727-2075. 

• The OSA is continuing audits of federal student financial assistance 
programs at 12 public colleges. 
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Human Services 
Audits 

During the audit report period, the OSA re
leased nineteen reports pertaining to human 
services activities, sixteen of which contained 
audit results. These reports include eleven au
dits of vendors who contract with the state to 
provide social services, six audits of state fa
cilities, an electronic-data processing audit. 
and an audit of the Department of Social Ser
vices. Deficiencies disclosed included ques
tionable program expenditures, noncompliance 
with laws and regulations, and inadequate con
trols over property and equipment. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Human Services Audits 

Adequate accounting and administrative controls help maximize non
tax revenue collections of state accounts receivable and help minimize 
misuse of state funds. Deficiencies were disclosed at the following en
tities: 

• Brockton Multi-Service Center did not enforce a judgment of $3,375 
against a former director of the Center's subsidiary agency who was 
convicted of larceny. While the Center did collect $3,625 of its 
$7,000 judgment, it did not seek the $3,375 balance to which it was 
entitled. Failure to enforce this judgment reduced funding for the 
Center's programs. 

• Brockton Multi-Service Center lacked sufficient data to support pay
ments for purchased services. Specifically, the Center expended 
$539,875, or 44% of its total contract obligations of $ 1,240,540, 
without properly verifying the accuracy of the purchase vouchers that 
the service providers submitted for payment. In addition, the 
Center's service delivery reports did not contain sufficient data to 
track clients, monitor treatment, verify service delivery, or substanti
ate cost reimbursement requests. Consequently, the Center could not 
be assured that all contracted services were adequately delivered. 

• Catholic CharitiesINorth Suburban collected $1,685 in client fees 
from its Teen Parent Day Care Program, which officials did not de
duct from billings to the Department of Social Services (DSS), as re
quired. Because this was an excessive billing, $1,685 should be re
mitted to DSS. 

• Department of Social Services (DSS) lacked adequate internal con
trols over its advance accounts. As a result, DSS expended $5.2 mil
lion in 1992 advance account funds to cover 1991 bills from human 
services providers, which led to a budgetary shortfall of $5.2 million 
and a need for a supplementary appropriation. (See p. 7.) 

• GAAMHA Transit, Inc., did not have an adequate system of internal 
controls over its financial operations. For example, GAAMHA 
lacked procedures for proper and timely reconciliations. did not prop
erly delegate accounting tasks to different individuals. and did not 
require board approval for significant expenditures. As a result, 
GAAMHA could not be assured that its financial assets were safe
guarded or that its financial transactions were properly authorized, 
recorded, and reported. 
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• Lemuel Shattuck Hospital lacked adequate internal accounting con
trols. Because the Hospital did not maintain adequate accounts re
ceivable records, proper accounting controls over its cash receipts, or 
a general ledger to summarize activity in all of its accounts, there was 
no assurance that the revenue it received was correct. 

• Lemuel Shattuck Hospital lacked adequate internal controls to detect 
bank account variances. Because the Hospital did not prepare 
monthly reconciliations for its patient fund account or its general, ad
vance money, and escrow accounts, officials lacked assurance that 
errors were detected and that records were adequately supported. 

• Middlesex Shelter for the Homeless (MSH) lacked adequate docu
mentation in its employee personnel files. Specifically, certain em
ployee files lacked written job descriptions, employee resumes and 
job applications, and personnel evaluations. As a result, the Depart
ment of Public Welfare, the oversight agency, could not be assured 
that all ofMSH's employees were qualified for their positions and 
that their job performances were being reviewed by MSH manage
ment. 

• New North Citizens Council, Inc. (NNCC) lacked adequate internal 
controls over its financial operations. Although NNCC provided 16 
employees $24,333 in advances or loans during the audit period, it 
had not established written policies allowing such advances or loans, 
did not maintain any records identifying the purpose of these ad
vances and loans, and did not establish individual employee accounts 
detailing the funds disbursed and the amounts and dates of repay
ment. 

• New North Citizens Council, Inc. (NNCC) paid 10 individuals and 
three agencies $148,127 over a 2 112 year period for counseling and 
administrative consultant services. Deficiencies noted in NNCC's 
awarding and administration of these consultant contracts included 
not having each consultant's contract on file , consultants being paid 
without submitting bills, and consultants receiving loans and ad
vances prior to rendering any services. 

• Northampton State Hospital needed to improve internal controls over 
its Canteen Fund operations. Specifically, canteen workers were not 
bonded; a general ledger had not been established; duties were not 
adequately segregated; and requisitions were unauthorized, incom
plete, or missing. These deficiencies jeopardized the appropriate use 
of the Hospital's Canteen Fund. 



Human Services Audits 

• Paul A. Dever State School had severe deficiencies in administrative 
controls over its motor vehicle garage operations. These deficiencies 
resulted in school employees allegedly stealing automotive parts and 
conducting unauthorized repairs on privately owned vehicles. By 
comparing the monthly checklists completed on each vehicle with the 
inventory of parts purchased, the OSA detected an excessive con
sumption of supplies. For example, the audit noted a shortage of 89 
batteries worth $5,162 and 753 quarts of motor oil worth $800. 
Also, several school vehicles with low mileage were listed as having 
numerous tires replaced in short periods. In addition, garage employ
ees ordered $1,400 in parts for high-performance vehicles that the 
School does not own and purchased paint and pinstriping worth at 
least $1,085 in colors unlike those used on school vehicles. These 
actions, which resulted in misuse of state facilities, misappropriation 
of inventory, and the diversion of employees from state functions, 
were referred to various law enforcement agencies. (See pp. 72, 73, 
74.) 

• Tri-County Youth Programs, Inc. (TCYP) did not make monthly rec
onciliations of its general ledger and monthly bank statements. This 
resulted in three instances in which TCYP was charged by its bank 
for having insufficient funds in its operating account. 

• Tri-County Youth Programs, Inc. (TCYP) needed to develop policies 
and procedures governing controls over its House Funds and tele
phone usage. House Funds, accounts located at each residential pro
gram, were expended without policies and procedures governing 
their use, and TCYP's Comptroller was unable to determine the 
amount of money in each fund. A review of telephone usage at one 
ofTCYP's residential programs revealed, during one month, $193.68 
in charges for long-distance and "1-900" calls that were unrelated to 
the program's operations. Without adequate controls over House 
Funds and telephone usage, TCYP could not be assured that its re
sources were properly expended and safeguarded. 

• Tri-County Youth Programs. Inc. (TCYP) did not comply with its 
own policy of paying relief staff $6 per hour. When TCYP 's perma
nent full-time employees worked overtime as relief staff, they were 
sometimes paid at their regular hourly wages, which in at least one 
instance was $7.53 more than the established rate. 
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• Tri-County Youth Programs, Inc., (TCYP) failed to follow competi
tive bidding practices. Specifically, TCYP leased a telephone system 
from Agaric, an affiliated entity, at a cost of$24,910, without seek
ing any other bids. The OSA checked with a manufacturer and found 
a telephone system with similar specifications at a cost of only 
$12,000. Since bids were not obtained, TCYP had no assurance that 
the system was obtained at the lowest cost. 

• The Young Women's Christian Association of Western Massachu
setts, Inc. (YWCA) lacked adequate internal controls over the award
ing and payment of consultant contracts. Specifically, the YWCA 
paid seven individuals, over a two-year period, a total of $38,590 for 
counseling services and administrative consultant services without 
having written contracts with these individuals, and paid four of these 
individuals without the submission of bills. As a result, the YWCA 
could not be assured that these services were actually provided or 
that they were appropriate and necessary to the YWCA's programs. 

• The Young Women's Christian Association of Western Massachu
setts, Inc. (YWCA) did not adequately maintain contract files for its 
state contracts. Specifically, its contract files did not contain copies 
of the original contracts, contract amendments, or the applicable 
Code of Massachusetts Regulations provisions that specify the 
YWCA's requirements under the contract. 

Strict monitoring of patient funds, along with proper accounting con
trols, is important in order to ensure accurate balances of patients' ac
counts and to protect their interest income. The need for improved 
management of these funds was noted at the following entities: 

• Bay Cove Mental Health Center did not maintain adequate account
ing records and controls over resident funds. Specifically, the Center 
did not prepare a monthly reconciliation of the account ledger and 
cash balances, did not maintain a cashbook, did not maintain a 
monthly listing of account balances, did not prepare a written 
monthly reconciliation of bank statements, and did not assess earned 
interest and bank charges to individual residents' accounts. In addi
tion, the resident funds had a variance of $5,241.64 between the cash 
and trial balances. As a result of these deficiencies, residents could 
not be assured that their funds were adequately safeguarded. 
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• Lemuel Shattuck Hospital did not exercise adequate internal controls 
over its patient fund accounts. For example, $50,808 in patient fund 
cash was on hand but had not been recorded to the appropriate pa
tient fund card accounts. The OSA's prior audit uncovered a misap
propriation of at least $10,485 as a result of weaknesses in controls 
over these funds and, while those funds were recovered, patient funds 
continued to be vulnerable to waste and theft. 

• Monson Development Center lacked adequate internal controls over 
the management and expenditure of its client funds. The Center's 
management allowed untimely accounting for charge account pur
chases and cash advances; documented expenditures using photocop
ied and previously submitted store receipts; dispensing cash advances 
for major purchases against client accounts prior to accounting for 
the purchases; and storing documentation in a haphazard manner. 
These deficiencies contributed to an environment in which an em
ployee may have misappropriated at least $23,133 in client funds. 
An additional $18,256 was expended without any supporting docu
mentation. (See p. 7.) 

• Northampton State Hospital lacked adequate internal controls over its 
patient fund accounts. Specifically, the Hospital needed to improve 
the preparation and processing of disbursement request forms, man
agement of the receipt of patient funds, recordkeeping for individual 
passbook savings accounts, and the return of valuables at the time of 
patient discharge. Because the deficiencies existed, patients could 
not be assured that they had adequate access to and use of their funds. 
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All state entities and private entities that receive public funding for 
the purchase of equipment are required to keep complete inventories of 
equipment, materials, and supplies in order to ensure that property is 
safeguarded and used for its intended purpose. The following reports 
identified areas where controls needed improvement: 

• Bay Cove Mental Health Center did not tag all equipment, maintain a 
perpetual inventory record, properly value inventory, or conduct an 
annual physical inventory. As a result, the Center could not be as
sured that its fixed assets were adequately protected or accurately 
recorded on its books. 

• Brockton Multi-Service Center did not maintain a perpetual inven
tory record, tag all of its equipment with permanent identification 
numbers, develop a method to compare its fixed assets to its master 
equipment file, or assign location codes to its equipment. Without 
accurate recordkeeping and appropriate tagging of equipment, prop
erty items could be subject to misuse or theft, with minimal possibil
ity of recovery. 

• Goldberg Medical Associates, Inc. (GMA) did not maintain a de
scription and location for each inventory item, identify the source of 
funds used to purchase each item, or conduct an annual physical in
ventory. As a result, GMA's property and equipment, valued at 
$116,381, was not adequately safeguarded against loss or theft. 

• Lemuel Shattuck Hospital did not tag equipment with identification 
numbers, institute and maintain a perpetual inventory, or file a physi
cal inventory report with the State Comptroller. As a result, the 
Hospital exposed its property and equipment to the risk of loss, theft, 
or mIsuse. 

• Medfield State Hospital did not label all inventory property items, set 
up a complete perpetual inventory system, or conduct an annual 
physical inventory. As a result, the Hospital exposed its property and 
equipment to the risk of loss, theft, or misuse. 

• Middlesex Shelter for the Homeless, Inc . (MSH) did not establish ad
equate controls over the receipt and distribution of donated food and 
household goods in its food bank program. Specifically, MSH had 
not developed written operational policies and procedures for the 
food bank program, taken periodic inventories of donated items, or 
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reconciled variances with the food bank's inventory records. As a 
result, MSH could not be assured that these items were adequately 
safeguarded against theft, or that the amount of goods that it received 
and distributed was accurately recorded and reported in its financial 
statements. 

• Paul A. Dever State School lacked adequate inventory controls over 
its fixed assets. The OSA observed numerous examples ofthe stock
piling or wasteful storage of supplies and equipment, including un
used washers and dryers worth a total of $2,000 stored in a vacant 
building, surplus wallboard worth $2,000 in a vacant theater, and 
drainage pipe worth $12,500 stored behind the theater. In one in
stance, school furniture was found in a former employee's home. 
The absence of inventory controls reduced the School's ability to 
manage its purchases and detect thefts. 

• Paul A. Dever State School had weaknesses in the physical security 
system at its facilities. The School had no plan to limit access to re
stricted areas and had at least 77 master keys in circulation, including 
four kept by former employees. As a result of these deficiencies, the 
School could not be assured that its property and residents were ad
equately safeguarded. 

• Tri-County Youth Programs, Inc. (TCYP) did not maintain a written 
inventory with description, location, cost, and source of funding of 
each item; tag its inventory items with identification numbers; or 
conduct an annual physical inventory. As a result, TCYP could not 
be assured that its fixed assets were properly safeguarded against loss 
or mIsuse. 
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While financial relationships and dealings with affiliated entities and 
with immediate family members are allowable, the Commonwealth's 
regulations closely govern the propriety of these transactions. The fol
lowing inappropriate related party transactions were revealed during the 
audit period: 

• Tri-County Youth Programs, Inc. (TCYP) paid $23,278 in 
unallowable costs to a related party. Department of Purchased Ser
vices regulations limit the expenses that a service provider such as 
TCYP may pay to a related party to those costs that the related party 
incurred in providing services. During fiscal year 1990, TCYP paid 
to its related party $23,278 more than the costs incurred by the party 
to own and maintain three residential properties leased by TCYP. As 
a result, the Commonwealth incurred wmecessary contract costs 
totalling $23,278. 

• Tri-County Youth Programs (TCYP) engaged in several unallowable 
or questionable related party transactions. For example, TCYP paid 
Agaric, a related party, $4,794 during fiscal year 1990 in real estate 
taxes for Agaric-owned buildings leased by TCYP as residential pro
gram sites. TCYP, as a social service provider, is exempt from pay
ing real estate taxes, and Agaric can only bill TCYP for costs that 
would be incurred if TCYP, and not Agaric, owned the property. 
Therefore, the $4,794 TCYP paid Agaric was unallowable and 
should be recouped. In addition, TCYP loaned Agaric $10,000 to 
payoff an outstanding loan Agaric had with a financial institution. 
Division of Purchased Services regulations specify this loan as 
unallowable because it represents a provider expense not directly re
lated to program purpose. Finally, TCYP entered into an agreement 
with Agaric under which each entity would guarantee the other' s 
debt. Such an agreement could place Commonwealth funds at risk 
should either entity encounter financial difficulties and may cause 
TCYP to limit its procurement of program sites to those properties 
owned by Agaric. 
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Several human services entities were not in compliance with various 
state and federal laws or regulations. Such noncompliance could result 
in overspending or in loss of tax revenues. Examples include: 

• GAAMHA Transit, Inc., was in noncompliance with laws and regu
lations governing reimbursable expenses. The Code of Massachu
setts Regulations classifies certain vendor costs as non-reimbursable. 
The audit found two examples, excessive fringe benefit costs for cer
tain employees and unnecessary costs for leased vehicles, that could 
be considered nonreimbursable under these regulations. 

• Lemuel Shattuck Hospital made improper expenditures from its Can
teen Fund. Contrary to requirements cited in a Department of Public 
Health memorandum, the Hospital inappropriately used Canteen 
Funds totalling $2,432 to purchase postage stamps, a stove, and a re
frigerator. These expenses should have been made from the 
Hospital's routine maintenance appropriation. 

• Lynn Youth Resource Bureau, an agency of the City ofLynn which 
contracts for services with the Department of Social Services, failed 
to issue the required Internal Revenue Service (IRS) 1099-MISC in
come information forms to three consultants. During calendar years 
1989 and 1990 the Bureau paid three individuals a total of $41,170 
for consultant services. However, the City ofLynn, which is respon
sible for ensuring that these consultants receive the appropriate 
forms, did not issue them. As a result, the IRS and the Common
wealth could not be assured that these individuals reported all taxable 
income. (See p. 71.) 

• New North Citizen's Council, in violation of Chapter 151, MGLs, 
which covers all employers in the Commonwealth, did not pay two 
of its full-time employees 1 112 times their regular hourly rate for 
hours worked beyond their 40-hour work week. As a result, these 
employees were underpaid a total of $596. 
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• Paul A. Dever State School failed to comply with the Commonwealth's 
procurement laws, which require competitive bidding on all disburse
ments of public funds over $1,000. The School awarded the following 
contracts over $1,000 without any bidding procedures: $88,995 for 
bulldozing and backhoe work, $4,600 for grading, $5,000 for crane 
services, and $9,537 for termite prevention. There were also several 
instances in which the School circumvented bidding requirements for 
goods and services by splitting purchases into smaller increments. As 
a result, the School could not be assured that the construction and the 
goods or services were obtained at the lowest possible cost to the Com
monwealth. 

• Tri-County Youth Programs, Inc. (TCYP) did not maintain its client 
records in accordance with Office for Children requirements. Specifi
cally, five client files did not contain termination reports; two files 
lacked entrustment-of-care forms; one lacked an intake form; two did 
not contain a Department of Social Services placement agreement; and 
three did not have Individual Service Plans. Correcting these deficien
cies will enable TCYP to improve client monitoring. 

The following examples of questionable expenditures or expenditures 
unallowable under state contracts were noted. Such expenditures reduce 
funds available for the provision of services. 

• Goldberg Medical Associates (GMA) billed and was reimbursed by the 
Department of Corrections (DOC) for $96,260 in legal expenses. 
These included litigation over the dissolution of the partnership be
tween GMA's Medical Director and his former partner as well as legal 
services rendered to GMA in responding to questions raised by the 
House Committee on Post Audit and Oversight regarding DOC's audit 
of GMA. Such legal expenses are non-reimbursable and not allowable 
under GMA's contract with DOC. As a result, DOC incurred unneces
sary expenditures totalling $96,260. (See p. 74.) 

• Goldberg Medical Associates (GMA) which occupies space with 
Goldberg Medical Services (GMS), its affiliated company, under
charged GMS for occupancy costs and operating expenses. Further
more GMA did not deduct any of the funds that it received from GMS 
from its billings to DOC. As a result, DOC paid $6,349 in excessive 
occupancy costs to GMA, thereby incurring unnecessary expenditures 
of that amount. (See p. 73.) 



Human Services Audits 

• Goldberg Medical Associates (GMA), contrary to Division of Pur
chased Services regulations, awarded bonuses totalling $5,140 to 17 
staff members with funding from its contract with the Department of 
Correction. Moreover, GMA did not include this compensation in 
these employees' Internal Revenue Service Form W-2 reporting 
forms. (See p. 71.) 

• Goldberg Medical Associates billed and received reimbursement 
from the Department of Correction (DOC) for landscaping and lawn 
care services, which are unallowable expenses relative to the business 
use of a home. As a result, DOC incurred $2,762 in unnecessary 
expenses. (See p. 72.) 

• Goldberg Medical Associates (GMA) had questionable payroll ex
penses totalling at least $15,127. GMA employees did not follow the 
procedures established by GMA for documenting the hours they 
worked. The OSA also found two instances in which GMA billed 
and received reimbursement from the Department of Correction for 
payroll expenses that were greater than those indicated on its weekly 
management payroll report. (See p. 72.) 

• Goldberg Medical Associates (GMA) inappropriately billed the De
partment of Correction (DOC) for unallowable interest charges. Dur
ing fiscal years 1987 through 1991, GMA made a series of loans to 
its affiliate, Goldberg Medical Services, and then charged the interest 
expenses associated with these loans against its contract with DOC. 
While DOC had recovered a total of $34,840 of interest charges paid 
out from 1989-91, it had not determined the amount nor recovered 
any money from charges incurred during fiscal years 1987 and 1988. 
(See p. 72.) 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations. Among the hu
man services entities that implemented the OSA's recommendation's 
were the following: 

• The Center has recovered a $708 rental overpayment and deposited 
the funds with the State Treasurer. 

• The Center is now adequately documenting employee overtime and 
properly maintaining employee timesheets. 

• The Center has implemented proper internal controls in its billing 
department including segregating the duties of the department's 
employees. 

• The Hospital has corrected a prior problem of unaccounted-for 
advance funds. 

• The Hospital's current payments to medical service providers are 
now supported by required timesheets. 

• The Hospital is now properly preparing and certifying employee 
timesheets. 

• The Hospital has implemented controls to ensure that proper 
documentation exists to support consultant payments. 

• The Hospital has improved internal controls over its physical 
inventory. 

• The Hospital has established guidelines over retained revenue 
account expenditures. 

• The Hospital is now properly utilizing its Dynacash Account for 
payroll emergencies only. 
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The following is an update of planned and ongoing initiatives in the 
area of human services: 

• The OSA will review the Administration's consolidation plan to 
close certain DMH, DPH, and DMR facilities. Specific objectives 
include a review of the process used to arrange for alternative patient 
care; a costlbenefit analysis of the decision to close facilities; and a 
determination as to whether the loan of state owned equipment to 
private organizations violates any state laws, rules, or regulations. 

• The OSA plans to conduct a statewide review of vendors' indirect 
costs, such as administrative and support charges, to determine if 
these costs are reasonable" allowable, and allocable to state contracts. 

• The OSA is continuing a performance audit relative to the process 
for awarding state contracts to human services vendors. The audit 
will assess the adequacy of administrative controls over the procure
ment of services. Selected state agencies and provider vendors are 
being reviewed for compliance with policies and procedures, as well 
as with prescribed and acceptable practices. 
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Judiciary/Law 
Enforcement Audits 

Eight judiciary/law enforcement audits were 
released during the report period, five of which 
identified deficiencies in the areas of adminis
trative, accounting, and inventory controls, 
failure to maximize revenues, and custodial 
passbook maintenance. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Jud/clary/Law Enforcement Audits 

Adequate accounting and administrative controls help to ensure that 
state funds are being spent properly and efficiently. Several reports re
vealed various internal control weaknesses that create vulnerability to 
waste and mismanagement and may result in lost revenues. Examples 
include: 

• The Board of Bar Examiners had several weaknesses in its payroll 
control system. The Board did not have written policies and proce
dures, nor did it have time sheets or properly maintained attendance 
calendars to document accumulated sick and vacation leave balances. 
As a result, the Board could not be assured that all salary expendi
tures were for hours worked or for earned leave. 

• Massachusetts Correctional Institute-South Middlesex Pre-Release 
Center did not follow its own internal control procedures for record
ing and reconciling daily receipts for inmates' avocation funds, 
which are funds generated from the participation of inmates in such 
activities as barber services, operating food concessions, and selling 
crafts on the grounds of the Center. Inmates turned over their cash 
receipts on a daily basis and received a voucher for future payment. 
Receipts were stored in a locked box in an office. Due to staff con
straints, a required daily reconciliation process comparing receipts 
and vouchers ceased in July of 1990, and this control deficiency con
tributed to an environment in which $1,137 in avocation funds may 
have been stolen. 

• Plymouth County Probate and Family Court kept several months of 
unprocessed cash and checks attached to filing documents on desks 
throughout the office. This lack of adequate internal controls al
lowed for the disappearance of a $100 filing fee as well as the related 
case file. During the review, Court personnel indicated that they 
were aware of at least five similar instances of missing files and fees 
in the prior year. (See p. 8.) 
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All state entities are required to keep complete inventories and tag 
equipment in order to ensure that property is safeguarded and used for 
its intended purposes. The following report identified areas where 
inventory controls needed improvement: 

• Massachusetts Correctional Institute-South Middlesex Pre-Release 
Center did not maintain an up-to-date stock ledger to control usage of 
food inventories and to safeguard food from theft. In addition, all 
equipment items were not tagged, and assigned values of inventory 
items did not reflect actual costs. During the course of the audit, 
Center personnel took corrective action in addressing both food in
ventory and property control deficiencies. 

Chapter 506 of the Acts of 1990, An Act Providing for The Deposit 
of Unclaimed Money with the State Treasurer, created a centralized 
fund to serve as a repository for unclaimed funds previously held by the 
probate courts. This legislation, filed jointly by the Offices of the State 
Auditor and the State Treasurer, responded to repeated audit findings 
indicating a need for improved control over and management of custo
dial passbooks. Under this law, which was to be fully implemented by 
July 1, 1991, efforts were to be made to invest any abandoned monies 
to maximize interest income. However, the Commonwealth's fiscal 
year 1992 Budget contained language rescinding the requirement that 
the funds be moved to a central repository. This has resulted in a fail
ure to realize the full potential of Chapter 506, including improved 
management controls and enhanced revenues, as indicated in an audit of 
the Office of the Chief Administrative Justice detailed below: 

• The Office of the Chief Administrative Justice had combined expen
ditures and encumbrances for the first six months of fiscal year 1992 
that indicated that the court system would be in a deficit situation by 
the end of the year. The major reason for this potential shortfall was 
that custodial passbook revenues were $11,211,000 less than the 
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Commonwealth had projected and earmarked as retained revenue in 
the Trial Court's fiscal year 1992 budget. In addition, the State Trea
surer did not transfer to the court system an additional $8,789,000 in 
abandoned property funds because of conflicts between the custodial 
passbook and abandoned property laws. The shortfall of over $20 
million required a supplemental appropriation, which was passed and 
signed into law as Chapter 23 of the Acts of 1992. 

Results of this audit indicate the necessity for all involved parties to 
work for full implementation of Chapter 506. A centralized reposi
tory for and improved management over custodial passbook funds 
would enhance state revenues, while other provisions of the law 
would clarify the authority of the State Treasurer to transfer these re
pository funds to state agencies. 
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Listed below are planned and ongoing initiatives in the areas of the 
judiciary, law enforcement, and corrections. 

• The OSA is conducting its mandated audit of court facility rental ac
counts and related accounts of any county, city, or town that receives 
payments for the provision of court facilities. Section 2 of Chapter 
203 ofthe Acts of 1988 states that every county, city, or town that 
receives such payments must maintain the rental funds in a separate 
account to be used solely for the maintenance ofthe rented facility. 
The OSA will examine compliance with this requirement, as man
dated by Chapter 203. 

• The OSA has begun a review of the internal controls utilized by the 
Commonwealth's court system for the collecting, recording, deposit
ing, reporting, and safeguarding of cash receipts. 

• The OSA has begun a review ofthe Department of Correction's 
County and State Overcrowding Relief Program. The review's ob
jective is to determine county and state compliance with applicable 
rules, regulations, and laws regarding this program. 

• The OSA will review and evaluate the internal controls in place at 
district courts for assessing and collecting probation fees. The audit 
will examine: (1) compliance with those provisions of Chapter 276, 
Sections 87 A and 99, ofthe General Laws that pertain to the proba
tion fee process; (2) the standards and procedures used in monitoring 
court orders applicable to probation fees; (3) the procedures used by 
Chief Probation Officers or their representatives in disseminating 
support orders/restitution information to the district court; (4) 

whether community service work programs have been established 
and the effectiveness of such programs; and (5) the adequacy of con
trols over the collection of fees, including a determination of whether 
waivers, if any, are supported by documentation and are made in ac
cordance with prescribed requirements. 
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Trial Court System • The OSA is continuing a financial review of the Office of the Chief 
Administrative Justice, its various departments, and the trial courts 
under its jurisdiction (i.e., superior, district, probate, juvenile, land, 
and housing). This top-down approach will help identify material 
and common financial and administrative issues in each component 
of the judicial system so that systemic recommendations can be 
made. 
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Other Audit Reports 
During the report period, the OSA released 

ten other audits pertaining to various state and 
local entities. In addition to accounting and 
other internal control deficiencies, these re
ports discuss issues of program oversight, legal 
compliance, and revenue maximization. 



Audit Results 

Deficiencies 
In Program 
Oversight and 
Performance 

Other Audit Reports 

In addition to reviewing financially related data, the OSA undertakes, 
where appropriate, to determine and evaluate a program's results and 
accomplishments. In the following instances, weaknesses in program 
oversight and management resulted in inadequate service and/or lost in
come to the Commonwealth. 

• The Cape Cod and Hyannis Railroad was cited in a previous audit for 
receiving at least $1.9 million in questionable or illegal reimburse
ments. The current audit disclosed that the Executive Office of 
Transportation and Construction, which had been faulted for improp
erly monitoring and controlling its passenger service agreements with 
the Cape Cod and Hyannis Railroad, still had not taken the steps nec
essary to recover these funds on the Commonwealth's behalf. (See 
p.72.) 

• The Department ofIndustrial Accidents (OIA) did not process work
ers' compensation claims in a timely manner during the period cov
ered by the audit. Specifically, DIA took an average of 396 days to 
process a claim from its initial filing date to completion, 297 days 
longer than the statutorily mandated maximum period of 99 days. 
This condition had worsened since a 1989 review, which reported an 
average processing period of 218 days. As a result, claimants and in
surers were potentially subject to financial and other hardships while 
awaiting a final decision. Subsequent to this audit, a Workers ' Com
pensation Reform Act, specifically intended to reduce case process
ing time, was enacted into law. 

• The Department of Industrial Accidents (OIA) did not effectively 
monitor employers to ensure that they were providing the required 
workers' compensation coverage. DIA's Insurance Unit had a back
log of 160,000 workers' compensation insurance termination notices 
that it had failed to review to determine whether the employers had 
reinstated their insurance coverage. Some employers were operating 
up to two and a half years without workers ' compensation insurance. 
As a result, insured employers were paying higher premiums to cover 
claims made by employees of uninsured employers. 
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Adequate accounting and administrative controls help to ensure that 
state appropriations are spent properly and efficiently, and that funds 
raised through assessments, fines, and fees are appropriately collected, 
recorded, and disbursed. The following instances of internal control 
weaknesses were noted: 

• The Department of Industrial Accidents (OIA) had not established an 
effective billing and collection policy, as required under Chapter 647 
of the Acts of 1989, the Internal Control Statute. As a result, during 
the audit period, DIA failed to collect $13 million in fees from 
uninsured employers. (OIA is required to pay claims to injured em
ployees of uninsured employers, but is also required by state law to 
recover these funds from the employer.) Additionally $1,468,588 in 
assessments, $1,453,078 in late claims filing fmes, and $1,509,135 in 
other fees went uncollected; and $247,766 in late assessment fines 
were never charged . 

• The State Election Campaign Fund (SECF), as cited in a prior audit, 
had four state agencies (the Office of Campaign and Political Fi
nance, the Department of Revenue, the Office of the State Comptrol
ler and the Office of the State Treasurer) assigned to provide ac
counting and management oversight for its transactions. As a result, 
there was limited assurance that all financial transactions were re
corded promptly, completely, and accurately. For example, two in
stances in which unused candidate funds were remitted to the State 
Treasurer but not credited on SECF's account books were noted. 
The Office of Campaign and Political Finance did file legislation to 
address this issue, but this legislation was not enacted as of the close 
of the 1992 legislative session. 
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The City of Brockton operates, through the Brockton Cemetery 
Board of Trustees, the Melrose Cemetery and the Cowesset Cemetery 
and provides maintenance at five smaller cemeteries. The Board has 
the fiduciary responsibility of ensuring that funds received by the City 
for the care of cemetery lots are used for that purpose. The OSA con
ducted a review at the request of the Attorney General after three 
former cemetery employees alleged that the city, in violation of state 
law, was using interest earned on the Petpetual Care Cemetery Trust 
Fund as part of the city's general appropriation. The following issue 
was disclosed: 

• The City of Brockton's Petpetual Care Cemetery Trust Fund was re
duced by $300,000 in fiscal year 1983 when the Brockton City Coun
cil, despite opposition from the Cemetery Board of Trustees, voted to 
transfer these funds to the city's general appropriation. Although 
city officials argued that the funds were used for personnel and other 
services related to cemetery maintenance, this transfer may have vio
lated the provisions of Chapter 114, Section 43c, MGLs, which de
scribes the ways in which such cemetery revenue may be used. The 
OSA recommended that the Cemetery Board of Trustees determine 
what portion of the $300,000 transfer was made for purposes not pre
scribed by law and seek reimbursement to the Cemetery Trust Fund 
for this amount plus interest. (See p. 75.) 

Prudent business practices, such as maximizing interest income, in
crease monies available for services and minimize the need for supple
mental funds. The following instance of failure to maximize revenues 
was noted: 

• The Division of Administrative Law Appeals was cited in four prior 
audit reports for not depositing receipts on the day they were re
ceived. During the period July 1, 1990 to June 30, 1991, the Divi
sion went for periods of 5 to 14 days without making deposits and 
was late with 30 out of 71 deposits. The Division's total receipts for 
this period amounted to $164.451. Because the Division's receipts 
were not deposited on a daily basis, the Commonwealth lost the im
mediate use of these funds and any interest that could have been 
earned from their prompt deposit. 
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During the audit period, the OSA released the following revenue 
audit. 

Pursuant to Chapter 555 of the Acts of 1986, the State Auditor is 
charged with annually determining whether the net state tax revenues of 
a particular year exceeded allowable state tax revenues for that year. 
The most recent review determined that the net state tax revenues of 
$9,488,727,288.50 were below allowable state tax revenues of 
$11 ,121 ,867,614.69 by the amount of$I ,633,140,326.19. Therefore, 
no excess tax revenues exist for the fiscal year ended June 30, 1992. 

In making this determination, the OSA also disclosed the following 
finding regarding agency compliance with the State Comptroller's year
end closing instructions: 

• The Department of Employment and Training (DET) retained 
$19,249.85 in re-employment and job placement taxes for subsequent 
refunds and did not deposit this excise with the State Treasurer or re
port it to the Office of the State Comptroller and the Department of 
Revenue for the fiscal year ended June 30, 1992. In order for funds 
to be accounted for properly, all tax revenues are required to be re
mitted and recorded in the year they are received. 
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Prior Audit Results: Corrective Actions 

Massachusetts 
Commission 
Against 
Discrimination 

State Election 
Campaign Fund 

A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations. Corrective ac
tion, based on OSA recommendations, was taken in the following in
stances: 

• The Commission has strengthened controls over its property and 
equipment and is now in compliance with state regulations regarding 
fixed asset management. 

• The Commission has improved controls over its payroll system by 
developing and using weekly time sheets. 

• The Commission has filed required reports with the Secretary of 
State for fiscal years 1987 through 1991. 

• The State Election Campaign Fund has been credited by the Com
monwealth with all interest income to which it is entitled. 
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The following are among the planned and ongoing initiatives relative 
to various state agencies and programs: 

• The OSA has initiated a statewide review of the internal controls, 
compliance with competitive bidding, frequency of collection, and 
appropriate cost sharing of the revenue derived by state agencies that 
have vending-type income from coin-operated cigarette, copy, 
amusement, laundry, and soft-drink machines. 

• The OSA is reviewing and assessing the system of internal controls 
that the Massachusetts Highway Department has established for esti
mating, monitoring, and controlling project costs in order to identify 
system weaknesses and opportunities for savings; cost avoidances; 
and adherence to timing, scheduling, and performance requirements. 

• The OSA is examining the audit procedures used by the Division of 
Insurance to determine the overall financial condition of insurance 
companies, including their solvency, and is also examining the ad
equacy of reserves held by the Division. 

• The OSA, as mandated under Chapter 268 of the Acts of 1990, is 
conducting an audit of the Local Aid Fund, including the actual dis
position of all revenue credited to said fund. This review will show 
(1) the total amount of revenue derived from the state income tax, 
sales tax, and corporate income tax as well as the balance ofthe State 
Lottery Fund after the payment of prizes and expenses of operations; 
(2) the amount of revenue that was actually credited to the Local Aid 
Fund; (3) the amount of revenue from the Local Aid Fund that was 
appropriated to the cities and towns; and (4) the amount of revenue 
that was actually distributed from the Local Aid Fund to each city 
and town. 



Revenue 
Estimating 
Processes for the 
Commonwealth's 
Annual Operations 

Single Audit of the 
Commonwealth 

State Employee 
Furlough Program 

Other Audit Reports 

• The OSA will follow up on a prior audit that evaluated the effective
ness of the Commonwealth's revenue estimating processes. The au
dit will update the prior report and identify the progress the Com
monwealth has made toward implementing OSA recommendations. 

• During fiscal year 1993, the OSA will once again be a full partner in 
performing the "Single Audit of the Commonwealth". This audit 
constitutes satisfaction of the federal requirement to audit the Com
monwealth of Massachusetts' financial operation, as well as specified 
compliance issues. The OSA will continue to perform the following 
audit functions: (1) determining the relationship of Net State Tax 
Revenues to Allowable Tax Revenues (Tax Cap Determination), (2) 
reporting on agency compliance with the Office ofthe Comptroller's 
Official Year-End Closing Instructions for Cash and Revenue Man
agement, and (3) reporting on agency compliance with the Office of 
the Comptroller's Year-End Closing Instructions for Encumbrance 
and Advance-Fund Management. 

As a partner in the "Single Audit," the OSA will provide staff re
sources to audit federal programs to determine whether state agencies 
are in compliance with applicable federal rules, regulations, and 
laws. Audit staff will also conduct audit procedures that are needed 
to render an opinion on the Comprehensive Annual Financial Report, 
such as verifying certain amounts and documents at several agencies 
and testing selected financial transactions to determine the accuracy 
and quality of Generally Accepted Accounting Principles (GAAP) 
data gathered for the GAAP-based financial statements. 

• The OSA is reviewing and evaluating the extent to which the desired 
results and benefits established by the Furlough Program were 
achieved, and whether departments, Authorities. and contractors have 
complied with laws and regulations applicable to the program. 
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Electronic Data 
Processing Audits 

During the report period. the OSA issued one 
electronic data processing (EDP) management 
letter and eight EDP audit reports detailing 
strengths and weaknesses of internal controls 
within computer-related areas. In addition, the 
EDP Audit Division conducted one financial au
dit which had no adverse findings. A major em
phasis of EDP audit activity focussed on assess
ing progress in correcting control weaknesses as 
disclosed by the OSA's prior EDP audits. In 
this regard, the OSA performed five follow-up 
EDP audits, the results of which follow the re
sults of initial EDP audit activity. In addition, 
because of the changing data processing envi
ronment throughout the Commonwealth, the 
OSA's EDP Audit Division has continued to up
date survey information pertaining to computer
related operations. Results from this survey al
low the EDP Audit Division to schedule audit 
engagements based upon levels of risk to agency 
data centers or automated systems. 

By electronically accessing the state' s primary 
financial system, the Massachusetts Manage
ment Accounting and Reporting System 
(MMARS), the Division generated 12 data ex
tracts to support OSA auditors in performing fi
nancial audits . Data extracts provide detailed 
information on financial transactions and can 
significantly reduce the hours of manual re
search. Additionally, the Division generated 
random number reports to assist OSA field audi
tors in meeting statistical sampling objectives. 



Audit Results 

Disaster Recovery 
and Contingency 
Planning 

Bectronic Data Processing Audits 

The OSA's EDP Audit Division provides expertise to evaluate inter
nal controls relating to computer systems that process financial data or 
perform critical functions within the Commonwealth. The primary au
dit responsibility of the Division is to conduct internal control examina
tions of the Commonwealth's automated systems and processing envi
ronments. The objective is to determine whether sufficient controls are 
in effect to ensure that automated systems can be relied upon and that 
processing is performed in an accurate, complete, and timely manner. 
The Division conducts audits of application systems, systems under de
velopment, and data processing facilities. The audits may include ex
aminations of access security, environmental protection, computer op
erations, resource management, program-change control, data integrity, 
EDP-related contracts and procurement, disaster recovery and contin
gency planning, backup of magnetic-storage media, and microcom
puter-based systems. 

The overall objective of disaster recovery and contingency planning 
is to ensure that computer operations that are critical and important can 
be promptly regained in the event of significant disruptions or loss of 
processing capabilities. Further objectives of contingency planning are 
to safeguard data, programmed software, and critical documentation; to 
ensure employee safety; to minimize security exposures and system 
damage; and to reduce the time required to recover from events which 
could significantly delay or prohibit processing . 

• Fall River District Court, as cited in a prior audit, did not have a vi
able disaster recovery plan in place to ensure that data processing op
erations could be regained effectively within an acceptable time. Al
though some processing would be able to continue through manual 
operations, the overall impact of losing automated services would 
have an adverse effect on Court operations. The Office of the Chief 
Administrative Justice plans to acquire new equipment and software 
to support various district courts . 

• Massachusetts Maritime Academy 's disaster recovery planning, in 
general, was incomplete. A specific area of concern noted was that 
disaster recovery planning by system users had not been done. This 
issue was disclosed during a survey and detailed in a management 
letter to the Academy' s President. 
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• North Shore Community College, as cited in a prior audit, did not 
have disaster recovery procedures and contingency planning for ad
ministrative and academic data processing. The OSA again recom
mended that the College assess the criticality of systems and identify 
application priorities and critical resources. Based on these results 
and input solicited from user departments, a formal disaster recovery 
and contingency plan should be developed. 

• Northern Essex Community College, as cited in a prior audit, did not 
have disaster recovery procedures and contingency planning for ad
ministrative and academic data processing. The continuation of these 
shortcomings was attributed to the College's failure to consider the 
development of such planning as an important priority. 

Woods Hole, Martha's Vineyard, and Nantucket Steamship Author
ity did not have a formal, written disaster recovery and contingency 
plan to ensure that critical data processing operations for administra
tive functions could be regained effectively should a disaster render 
the data center inoperable. The OSA recommended that the Author
ity assess the criticality of automated systems to identify application 
priorities and critical resources. Based upon the results of the criti
cality assessment, a comprehensive, written disaster recovery and 
contingency plan should be developed that would incorporate the 
planning already completed. 

Proper environmental protection for a data center and an on-site or 
off-site media storage room serves to minimize significant risks regard
ing the safety of staff and equipment. In addition, significant risk of 
damage to the data center itself, as well as to other areas of the agency's 
physical plant, could exist without adequate environmental protection. 

• Massachusetts Housing Finance Agency had inadequate controls to 
detect and extinguish fires or detect water leakages within the 
Agency's computer room. In addition, a file server (e.g .. a computer 
processor and storage device that serves to centrally hold and control 
application programs and data) for the Agency's network was in
stalled in a designated smoking area, and the data processing facility 
was not equipped with an un-interruptable power supply or alternate 
power source to provide power during outages. The OSA recom
mended that the Agency install smoke, fire and water detectors in the 
computer room, relocate the network file server or the designated 
smoking area, and install an un-interruptable power supply. 



Inventory Control 

Electronic Data Pr0C9ss1ng Audits 

• Massachusetts Maritime Academy' s EDP-related environmental con
trols were found to be weak in that there were no smoke detectors or 
heat sensors in the computer room and another computer-related area 
(e.g., the library classroom) to detect and alert personnel and officials 
of fires. This issue was disclosed during a survey and detailed in a 
management letter to the Academy' s President. 

• Northern Essex Community College, as cited in a prior audit, had 
weaknesses in environmental protection regarding its data center and 
computer room. Specifically, the College needed to address issues of 
potentially unacceptable temperature and humidity levels and also to 
strengthen measures to prevent and detect fires. The OSA again rec
ommended that, if at all possible, the computer room be moved to a 
more suitable location. 

State-owned or leased computer-related equipment should be prop
erly tagged with inventory numbers that should be recorded on a de
tailed inventory list. In the following instance, inventory controls 
needed improvement to ensure that data processing equipment was 
properly accounted for and protected against loss or theft: 

• Northern Essex Community College sti111acked adequate control 
over its computer-related asset inventory as disclosed by a prior EDP 
audit. The OSA recommended that the College develop formal in
ventory policies and procedures to serve as guidelines for a perpetual 
inventory system that would account for all computer-related assets. 
The OSA further recommended that the process be driven by upper 
management, and be considered a top priority. 
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Off-site storage of backup magnetic media and software is necessary 
to prevent the loss of important data and to protect an agency's invest
ment in computer software should on-site backup copies be destroyed. 
Failure to store critical information off site places at risk an agency's 
ability to restore and resume critical processing within an acceptable pe
riod of time. 

• Taunton State Hospital did not store backup copies of computer me
dia off site during and prior to the audit period. Subsequent to the 
audit, the Hospital relocated its backup computer media within the 
building. Although the computer media was still not stored off site, 
it was subject to increased protection against loss or damage. The 
OSA recommended that a complete set of backup computer media 
for data files and programs be stored off site as soon as possible. 
This should be done to assure that critical functions could be restored 
should all on-site copies be destroyed by a fire or other disaster. 

Adequate physical security for a data center serves to minimize the 
risk of unauthorized persons breaching security. Proper security con
trols also minimize the potential for loss, damage, or destruction of 
computer equipment. 

• Massachusetts Housing Finance Agency's computer room door was 
found to be structurally inadequate to preclude unauthorized entry. 
The OSA recommended that the Agency take steps to improve physi
cal security conditions by replacing the current computer room door 
with a solid, fire-rated door to discourage unauthorized access to the 
computer room. 

• North Shore Community College, while providing adequate physical 
security at its Lynn and Beverly campuses, needed to improve physi
cal security at the College's administrative data center at its new 
Danvers campus. The OSA recommended that the College immedi
ately install combination/cipher style locks on the outside of the data 
center door, and on the door leading into the data center office area. 
Additionally, the data center's side entrance door, which faces the 
College's warehouse area, should be kept locked at all times, with the 
lock on the outside of the door removed to discourage unauthorized 
entry from the warehouse area. 



Policies and 
Procedures 

System Access 
Security 

ElectronIc Data Processing Audits 

• Woods Hole, Martha's Vineyard, and Nantucket Steamship 
Authority's computer-room-related physical security needed to be 
strengthened to prevent and detect unauthorized access. The OSA 
recommended that physical security-related policies and procedures 
be documented, reviewed, and approved. In addition, the OSA rec
ommended that a card-key locking system be considered for the com
puter room door to replace the present cipher-combination lock. The 
OSA further recommended that the Authority consider building an 
interior wall between the immediate computer area and the area just 
adjacent to it. Printers, which are now located in the computer room, 
could then be moved to the adjacent area. This construction would 
provide for greater physical security over the mainframe computers, 
and also protect them from excessive dust caused by printer activity. 
The cipher-combination lock could then be considered for installa
tion on the inner computer room door which would afford an even 
greater measure of physical security for the mainframe computers. 

Effective policies and procedures need to be in place over the general 
operation of the data processing facility. The data processing-related 
policies and procedures must provide a documented framework that 
helps ensure that functions, activities, and actions of staff ( and others) 
produce desired results in a controlled and secure environment and in a 
timely manner . 

• Massachusetts Maritime Academy' s data processing-related policies 
and procedures needed to be documented, reviewed and approved. 
This issue was disclosed during a survey and was detailed in a man
agement letter to the Academy' s President. 

Industry guidelines or baseline controls indicate that appropriate ac
cess security controls should be in place for critical or high-risk systems 
to ensure that only authorized personnel obtain system access. Without 
system access restrictions, such as the periodic changing or deleting of 
passwords and user IDs, unauthorized access could be gained, resulting 
in the risk of system data and programs being disclosed, damaged, 
deleted, or modified. 
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• Massachusetts Housing Finance Agency had weaknesses in the man
agement of system-access security. The OSA recommended that a 
formalized method of timely notification of changes in employee sta
tus be developed, that a policy and specific reporting procedures be 
developed specifying actions and responsibilities regarding system 
access security violations and violation attempts, that an on-going 
training program regarding system access security issues be insti
tuted, and that the Agency re-evaluate the non-use of the system's 
terminal "time out" feature. 

• Northern Essex Community College's system access security con
trols, for the most part, still remained in need of strengthening as in
dicated by our prior EDP audit results. The OSA recommended that 
the College develop and implement policies and procedures that re
quire data center management to ensure that all users create and enter 
a unique password, that appropriate software be installed on the sys
tem that would defeat questionable access attempts, and that the Col
lege take steps to eliminate the opportunity for users to simulta
neously log-on to multiple workstations using the same user ID and 
passwords. Further, the OSA recommended that a formalized system 
be implemented where the human resources department would notify 
appropriate data center staff as to changes in employee status utiliz
ing a pre-numbered form, issued sequentially. Finally, the OSA rec
ommended that a monthly summary memorandum be issued by the 
human resources department to the data center, that procedures for 
communications between the two departments be formally docu
mented, and that this monitoring activity be assigned to one person 
within the data center. 

• Taunton State Hospital's administration of its primary computer sys
tem needed to be strengthened to prevent and detect unauthorized 
system access. The OSA recommended that the Hospital develop 
formal policies and procedures in conjunction with the central office 
of the Department of Mental Health regarding system-access secu
rity. The OSA further recommended that the Hospital review access
security responsibilities and procedures with the central office to de
termine whether access security would be better administered locally, 
by the Hospital. 



Electronic Data PrOCflssing Audits 

Prior Audit Results: Corrective Actions 

Berkshire 
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College 

Fall River District 
Court 

A review of prior audit results, which helps to monitor and to ac
knowledge agency compliance with OSA recommendations, was a ma
jor focus ofEDP audit activity in this six-month period. The agencies 
reviewed were responsive to OSA recommendations and in most in
stances have moved expeditiously to improve EDP-related controls, as 
indicated by the following examples: 

• The College has made improvements in disaster recovery and contin
gency planning. 

• The College has significantly strengthened environmental protection 
at its Computer Center by improving systems for detecting and sup
pressing fires. 

• The College has enhanced controls over the on-site and off-site stor
age of backup computer media by ensuring that magnetic tapes are 
properly accounted for and adequately safeguarded. 

• The College is now documenting physical security policies and pro
cedures, and is posting a list of names of those permitted access to 
the computer room. In addition, the College has rearranged the 
physical layout of its data center area to eliminate unrestricted access 
to the computer room, and has instituted a sign-in and sign-out proce
dure for visitors. 

• The Court has improved its on-site and off-site backup and storage 
by keeping critical and important system software, application soft
ware, data, and on-line documentation at an off-site location and by 
more frequently creating backup materials. 
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• The College has improved its disaster recovery and contingency 
planning. 

• The College has improved environmental protection conditions by 
repositioning fire, smoke, and water detectors to enhance detection 
coverage; by purchasing an uninterruptable power supply system; 
and by adhering to good general housekeeping practices. 

• The College has documented physical security policies and proce
dures and posted a list containing names of those permitted access to 
the computer rooms, and has addressed all other physical security 
issues from the prior audit. 

• The College has taken steps to ensure adequate backup and proper 
safeguarding of backup computer media, both on-site and off-site. 

• The College has purchased a commercially-designed, access security 
software package that has essentially eliminated prior problems asso
ciated with the failure to delete unauthorized passwords and the fail
ure to change passwords in a timely manner. 

• The College has addressed a prior concern by documenting policies 
and procedures for all critical and non-critical functional areas related 
to data processing operations. 

• The College has developed, documented, and implemented policies 
and procedures pertaining to program changes. Further, the Infonna
tion Systems Department is maintaining a log of change control re
quests, and is keeping an accurate history of changes to application 
programs. 

• The College has improved environmental protection weaknesses 
since relocating its data center from Beverly to Danvers. 

• The College has strengthened system access security by initiating for
mal communications between the human resources and the data cen
ter departments to carry out the timely removal of no longer autho
rized user IDs and passwords. 

• The College has developed and issued "Microcomputers, Peripherals 
and Software Policies and Procedures Manual," thereby putting in 
place the formal policies necessary to maintain adequate control 
and security over microcomputer-based systems and the data they 
contain. 



Northern Essex 
Community 
College 

EI9CtTonlc Data Processing Audits 

• The College has strengthened the physical security of its data center 
by installing a state-of-the-art security system for the detection of af
ter-hours unauthorized entry attempts to data processing-related ar
eas. In addition, the campus police patrol the outside area leading 
into the data center and, except for authorized entry and egress activ
ity, all doors to the data center and computer room are kept closed 
and locked at all times. 

• The College has made progress in strengthening program change 
controls by implementing request forms used for making changes to 
output reports and for requesting output copies. 

• The College has enhanced on-site and off-site backup and storage by 
labeling its on-site tapes and entering into a formal agreement with a 
private company to store important magnetic media off site. 
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Enforcement 
Assurance: 
Referrals & 
Requests 

O 
SA audits attempt not only to safe
guard the Commonwealth' s assets 
but to ensure compliance with the 
laws of the Commonwealth. Be

cause OSA audits may identify and disclose 
possible violations of state and federal laws, 
the OSA cooperates with various enforcement 
agencies such as district attorneys, the Secre
tary of Public Safety' s Office oflnvestiga
tions, the Attorney General ' s Office, the Of
fice of the Inspector General, the State Ethics 
Commission, and federal law enforcement 
agencies. In addition, the OSA routinely re
ports violations of income-reporting laws and 
regulations to the Internal Revenue Service 
and the Massachusetts Department of Revenue. 
Finally, during this report period, the OSA was 
asked to provide technical assistance to law en
forcement agencies for specific investigations. 



Referrals 

Department of 
Environmental 
Protection (DEP) 

Department of 
Labor and 
Industries (DLI) 

Department of 
Revenue (DOR) 
and Internal 
Revenue Service 
(IRS) 

Enforcement Assurance: Referrals & Requests 

Plymouth South High School 

• The OSA referred its audit of the Costs of Constructing Plymouth 
South High School to DEP due to possible violations ofDEP's waste 
treatment regulations. The audit uncovered the illegal release of 
thousands of gallons of untreated sewage directly into the grounds of 
the High School. 

Plymouth South High School 

• The OSA has referred its audit of the Costs of Constructing Ply
mouth South High School to DLI for further review. The audit find
ings pertinent to DLI concern various violations of the Common
wealth's competitive bidding laws by the Building Committee that 
oversaw the construction of the High School. 

Goldberg Medical Associates (GMA) 

• The OSA notified DOR and the IRS of compensation totalling 
$5,140 paid to a number of GMA employees that was not reported on 
W-2 forms to these two tax agencies. Because DOR and the IRS had 
not been notified, these employees may have avoided paying taxes on 
this income. 

Lynn Youth Resource Bureau 

• The OSA notified DOR and the IRS of compensation totalling 
$41,170 paid to three consultants that was not reported by the Bureau 
to these two tax agencies. IRS regulations require an entity that pays 
$600 or more in a year for trade or business services to an individual 
who is not an employee to provide that individual, and the IRS, a re
port of such income and a 1099-MISC income information form. 
Because DOR and the IRS were not notified, these consultants may 
have avoided paying taxes on this income. 
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Paul A. Dever State School 

• The OSA notified the Bristol County District Attorney' s Office of 
possible violations of criminal law by several employees at the 
School. These alleged violations include the theft of state property 
and the misuse of state facilities. 

Plymouth South High School 

• The OSA referred its report on the Costs of Constructing Plymouth 
South High School to the Plymouth County District Attorney for 
possible violations of the Commonwealth' s Open Meeting Law. The 
Building Committee that oversaw the construction of the high school 
is alleged to have violated Chapter 39, MGLs, the Open Meeting 
Law, on at least five occasions. 

Goldberg Medical Associates (GMA) 

• The OSA referred its audit of GMA to EOHHS for further review. 
The audit details several areas where GMA appears to have violated 
the financial and programmatic requirements of its contracts with 
three agencies under the purview ofEOHHS, the Departments of 
Correction, Mental Health, and Public Health. These three contract
ing agencies also reviewed the audit, as did the Division of Purchased 
Services, the agency that oversees the Commonwealth' s vendor con
tracts. 

Cape Cod and Hyannis Railroad (CC & HRR) 

• The OSA referred the audit of CC & HRR to EOTC, the executive 
agency with which CC & HRR formerly contracted. This report de
tails the steps that still need to be taken to enable the Commonwealth 
to recover funds misused by CC & HRR under a former contract, as 
disclosed in a prior OSA audit. 



House Post Audit 
and Oversight 
Committee 

Office of the 
Attorney General 
(AG) 

Enforcement Assurance: Refe"ais & Requests 

Cape Cod and Hyannis Railroad (CC & HRR) 

• The OSA provided this audit report to the Committee, which partici
pated in the initial investigation of CC & HRR, detailing past finan
cial improprieties at CC & HRR and areas where appropriate legal 
resolutions have not yet been reached. The report also identifies ac
tions necessary to recover the funds in question. 

Goldberg Medical Associates (GMA) 

• The OSA provided this audit report to the Committee, which partici
pated in the initial investigation of GMA, detailing possible viola
tions of state law by GMA in its business dealings with the Common
wealth. The report identifies several areas where GMA appears to 
have violated the financial and programmatic requirements of its 
contracts with the Departments of Corrections, Mental Health, and 
Public Health. 

Cape Cod and Hyannis Railroad (CC & HRR) 

• The OSA provided this audit report to the AG's Office detailing past 
financial improprieties at CC & HRR and areas where appropriate 
legal resolutions have not yet been reached. The report also identi
fies actions necessary to recover the funds in question. 

Goldberg Medical Associates (GMA) 

• The OSA notified the AG's Office of possible violations of state law 
by GMA in its business dealings with the Commonwealth. The re
port identifies several areas where GMA appears to have violated the 
financial and programmatic requirements of its contracts with the 
Departments of Correction, Mental Health, and Public Health. 

Paul A. Dever State School 

• The OSA provided this audit report to the AG' s Office revealing pos
sible violations of criminal law by several employees of the School. 
These alleged violations include the theft of state property and the 
misuse of state facilities. 
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Cape Cod and Hyannis Railroad (CC & HRR) 

• The OSA provided this audit report to the IG's Office detailing past 
financial improprieties at CC & HRR and areas where appropriate 
legal resolutions have not yet been reached. The report also identi
fies actions necessary to recover the funds in question. 

Goldberg Medical Associates (GMA) 

• The OSA provided this audit report to the IG' s Office detailing pos
sible violations of state law by GMA. The report identifies several 
areas where GMA appears to have violated the financial and pro
grammatic requirements of its state contracts. 

Paul A. Dever State School 

• The OSA notified the SEC of alleged illegal conduct by several 
School employees. These allegations include the theft of state prop
erty, the misuse of state facilities, and the diversion of employees 
from state functions. 



Request 

Office of the 
Attorney General 

Enforcement Assurance: Referrals & Requests 

City of Brockton Perpetual Care Cemetery Trust Fund 

• At the request of the Office of the Attorney General, the OSA con
ducted an audit of the City of Brockton's Petpetual Care Cemetery 
Trust Fund. This Fund was reduced by $300,000 in fiscal year 1983 
when the Brockton City Council, despite opposition from the Cem
etery Board of Trustees, voted to transfer these funds to the city's 
general appropriation. This transfer may have violated the provisions 
of Chapter 114, Section 43C, MGLs, which describes the ways in 
which such cemetery revenue may be used. The OSA recommended 
that the Cemetery Board of Trustees determine what portion of the 
$300,000 transfer was made for purposes not prescribed by law and 
seek reimbursement to the Cemetery Trust Fund for this amount plus 
interest. 
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Division of Local 
Mandates 

T
he Division of Local Mandates 
(DLM) was established by Proposi
tion 2 112 to determine the financial 
effect on cities and towns of pro

posed or existing state laws and regulations. 
General Laws Chapter 29, Section 27C, gener
ally provides that any post-1980 law or regula
tion imposing service or cost obligations on 
any city or town shall be effective only if lo
cally accepted or fully funded by the Com
monwealth. Any municipality aggrieved by 
such a law or regulation may petition superior 
court to be exempted from compliance until 
the necessary state funding is provided. 
DLM's determination of the cost imposed may 
be offered as prima facie evidence of the state 
funding necessary to sustain the mandate. (For 
a listing of DLM determinations and cost 
studies for the period July 1, 1992 through 
December 31, 1992, See Appendix II, p. 95.) 

Chapter 126 of the Acts of 1984 expanded 
DLM's powers of review by authorizing DLM 
to examine any state law or regulation that has 
a significant local cost impact, regardless of 
whether it satisfies the more technical stan
dards for a mandate determination. Chapter 
126 reviews include cost benefit analyses and 
recommendations to the General Court for 
amendments. 

Through these functions, DLM acts as an 
important liaison between local and state gov
ernments. These efforts aid the development 
of state policy more sensitive to local fiscal re
alities, and help maintain automony in setting 
municipal budget priorities. 



Division of Local Mandates 

Legislative Studies 

House 2800 

DLM maintains a Legislative Review Program to analyze pending 
legislation and to provide assistance to the Legislature on mandate-re
lated issues. To ensure that the local cost impact oflegislation is con
sidered by the General Court, DLM reviews thousands of bills, prepares 
preliminary cost studies when appropriate, and contacts members of the 
Legislature to make them aware of the Auditor's concerns. In addition, 
DLM responds to requests for opinions and cost studies from individual 
legislators, legislative committees, municipalities, and governmental as
sociations. The following is a sample of this work during the reporting 
period. 

An Act Relating to AIDSfHIV Prevention Education 

At the request of Representative John F. Cox, Chairman of the House 
Committee on Bills in Third Reading, and Representative Barbara A. 
Hildt, DLM reviewed proposed legislation to require that education in 
the prevention of AIDS/lllV and other communicable diseases be in
cluded in health education programs taught in public schools through
out the Commonwealth (1992, House No. 2800). From a municipal 
cost standpoint, implementation ofthis new requirement would prima
rily involve expenses in teacher training and purchase of appropriate 
educational materials. 

In light of existing federal and state financial and technical assis
tance, DLM determined that the proposal would impose no more than 
incidental administrative expenses upon cities and towns. Whereas the 
local mandate law does not prohibit the state from imposing such inci
dental costs, if enacted, this bill would not be considered an unfunded 
state mandate. 

However, since House No. 2800 would have required that the pro
gram be provided "in accordance with policies or regulations of the 
Board of Education", DLM reserved the right to review the local cost 
implications of any additional or more specific requirements that could 
be announced by the Board. 

Status: House No. 2800 was enacted by the House of Representatives 
and referred to the Senate Committee on Steering and Policy. That 
Committee took no further action on the bill prior to the close of the 
1992 legislative session. 
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Cost Certifications 

Congressional 
Redistricting 
Chapters 105 & 
153 of the Acts 
of 1992 
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When directed by law, usually a state budget act, DLM certifies the 
amounts to be distributed to specific municipalities from funds appro
priated as reimbursement for expenses incurred in carrying out various 
state objectives. During the reporting period, DLM conducted one 
statutory cost certification. 

Chapter 105 of the Acts of 1992 divided the Commonwealth into ten 
revised districts for electing representatives to the United States Con
gress and delegates to the national conventions of the political parties. 
To accomplish strict federal equity requirements among districts, the 
General Court deemed it necessary to split voting precincts in some mu
nicipalities into more than one congressional district. Recognizing that 
splitting precincts would require funding, the Act provided that these 
costs would be borne by the Commonwealth. 

Subsequently, the Legislature established a reserve account of 
$200,000 for this purpose. (See <:hapter 153 ofthe Acts of 1992, sec
tion 2, item 1599-3730.) The line-item text provides that the funds 
"shall be distributed to cities and towns by the secretary for administra
tion and finance upon certification by the division of local mandates 
within the office ofthe state auditor ... " 

DLM made site visits to affected municipalities and reviewed redis
tricting requirements and associated costs. Examples ofthe types of ex
penses include: purchasing new voting machines; reprogramming ma
chines; drawing new precinct maps; compiling new voter lists; hiring 
additional staff for polling places. 

In October 1992, DLM reported certified redistricting expenses to the 
Secretary for Administration and Finance totaling $65,240.00. Indi
vidual redistricting expenses are as follows: 

Auburn $7,230.00 Foxborough 4,013 .00 Mansfield 800.00 
Boston 32,145.00 Lancaster 959.00 Reading 5.588.00 
Easton 6,522.00 Lincoln 632.00 Rockland 1,494.00 
Fall River 4,198.00 Lunenburg 1.659.00 

Result: These cities and towns received state payment by wire transfer 
on January 4, 1993. 



Division of Local Mandates 

Mandate Determinations 

310 CMR 19.00 

Cities and towns are entitled under the mandate statute to petition 
DLM for a mandate determination on any post-Proposition 2 112 law, 
rule, or regulation believed to impose a municipal cost burden. A list
ing ofDLM determinations made during this reporting period is in
cluded in Appendix II. (See p. 95.) The following is a sample of this 
work. 

Regulations Regarding Solid Waste Management, Waste Diversion, 
Recycling and Composting 

During the last reporting period, DLM worked closely with the Leg
islature on proposals to provide state assistance for municipal solid . 
waste management activities, recycling and composting. In a June, 
1992 report to the General Court, DLM presented the results of a com
prehensive analysis of the cost of existing local waste management ser
vices and projected the cost of tailoring existing practices to comply 
with state-mandated recycling, composting, and other waste reduction 
tactics. As a result of this work, draft legislation was amended to pro
vide reasonable levels of state assistance, and to allow exceptions from 
compliance with the strict state requirements for cities or towns that de
termine that the amount of state aid was not sufficient incentive. 

As this legislation failed to gain consensus, however, DLM turned its 
attention to sixteen municipal petitioners requesting cost determinations 
on existing regulatory mandates (310 CMR 19.00) issued by the state 
Department of Environmental Protection (DEP). These regulations, 
commonly called "waste bans", prohibit disposal or incineration of: au
tomobile batteries, white goods, leaves, and whole tires (tires at land
fills only). The regulatory schedule calls for a December 31, 1992 ban 
on disposal of metal and glass containers and all yard waste except in 
"de minimis" quantities. However, in an October 19, 1992 memoran
dum, the DEP delayed the published regulatory ban on metal and glass 
containers until April 1, 1993. Plastic and recyclable paper will be re
stricted as of December 31, 1994. 

To ensure that banned materials are not conuningled with acceptable 
waste, many cities and towns must initiate and/or expand recycling and 
composting services. Although some are able to comply with little, if 
any, additional expense, other communities will experience significant 
increases in the cost of solid waste management. In September 1992 
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DLM advised DEP that the local mandate law requires the Common
wealth to fully fund regulations resulting in additional municipal expen
ditures, and sought assurances that forthcoming municipal guidance 
documents would be drafted to minimize local compliance costs. 

To a degree, it can be reported that DEP was responsive. As men
tioned above, by memo of October 19, 1992 to local officials, DEP ex
tended the compliance date for source separation of glass and metal 
containers until April 1, 1993. At the same time, DEP announced that 
during 1993 towns which meet certain criteria will not be held to the 
full level of diversion of banned materials stated in the regulation. For 
qualifying communities, these recent policy changes may make the bans 
less costly to implement during 1993 than they would have been. 

Nonetheless, unless further DEP policy changes surface, in 1994 a 
number of municipalities will still face the need to modify waste man
agement practices to meet the full levels of diversion stated in the regu
lation. Accordingly, DLM has begun the process of certifying good 
faith compliance costs for the sixteen municipal petitioners and expects 
to present the results of this work during the next reporting period. 
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Office of the 
State Auditor: 
Legislative 
Agenda 

T
he legislative package developed and 
presented to the Legislature by the 
OSA addresses significant audit re
sults and. additionally. seeks to im

prove the efficiency and effectiveness of state 
government. The package, therefore, comple
ments aggregate audit recommendations by 
suggesting systemic improvements. 

The following is a summary of pending leg
islation filed by the OSA for 1993. 



Office of the State Auditor: Legislative Agenda 

Pending Legislation 

House 8 

House 9 

An Act Clarifying the Scope of the Local Mandate Law 

This bill would clarify the scope of municipal protection provided 
pursuant to Section 27C of Chapter 29, MGLs, the so-called local man
date law. This statute provides that any law taking effect on or after 
January 1, 1981 imposing additional costs upon any city or town will he 
effective only if fully funded by the Commonwealth or if locally ac
cepted. In addition, it provides that any post-1980 administrative regu
lation or law granting or increasing exemptions from local taxation is 
not to be effective unless fully funded by the State. 

Certain court decisions over the past few years have both narrowed 
the scope ofthe mandate law's protections and created confusion. Con
sistent with the original intent of the law, House 8 would define "local 
mandate" to include post-1980 state laws and regulations that require a 
municipality to make additional expenditures to maintain any new or 
existing local activity, to undertake a service previously performed by 
the Commonwealth or a county, or to initiate or expand a contracted 
service. 

The bill also contains provisions which would extend mandate pro
tection to school committees, regional school districts, and educational 
collaboratives; permit individual legislators to petition DLM to deter
mine local compliance costs; allow for reimbursement of local legal 
costs incurred in a successful mandate challenge; authorize courts to 
grant an interim exemption from compliance; require state agencies to 
notify DLM of regulatory actions affecting local spending; and direct 
DLM to review agency statements of local fiscal effect for adequacy. 
This bill would establish a more useful standard for responding to local 
mandate issues and would enhance state agencies' awareness of the fis
cal impact regulations can have on local budgets. 

An Act Concerning Reimbursement for the Costs of Special 
Education 

This legislation would make the statutory changes necessary to 
implement a statewide Medicaid reimbursement program for health-re
lated special education services. Its provisions address the questions of 
who is authorized to act as a provider of health-related services under 
the Medicaid program and who is entitled to keep the funds that are re
ceived as federal reimbursement. 
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Continued 

House 10 

House 11 
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State law was amended in 1991 to allow school systems to bill pri
vate insurers for health-related special education services that are pro
vided "in-house" by the school. Under House 9, school systems would 
also be allowed to bill the federal Medicaid program when the school 
provides these services to medically eligible children. The legislation 
would additionally require that all funds received as third-party reim
bursements for services provided by school districts be retained by the 
school district, rather than reverting to the municipality's general fund. 

An Act Providing for Uniform Administrative Standards in the 
Audit of Federal Aid Funds Received by State Agencies 

This legislation would provide for uniform standards and overall co
ordination in the audit of federal aid funds. Under this bill, the OSA 
would receive notice from state agencies of federal aid funds to be au
dited, would assist agencies in setting the scope and standards for vari
ous kinds of audits, and would also receive such audits when completed 
by private firms. The intent of the legislation is to ensure that agencies 
contract for and obtain audits that meet the requirements of all federal 
and state statutes and regulations and that audit duplication and expense 
be reduced. 

An Act Relative to Production of Records for Review by the State 
Auditor 

This legislation would provide the OSA with the authority to compel 
written records from an unresponsive auditee. This authority, which 
has already been approved for the House and Senate Post Audit Com
mittees, the Inspector General, and the Bureau of Accounts, is a valu
able discretionary tool for improving the effectiveness and timeliness of 
the audit process. Under the bill, if an auditee failed to produce re
quested records within fifteen days of a written request, the OSA would 
have the authority to subpoena these records. 

Because the majority of audits proceed in a cooperative and timely 
manner, this authority would be exercised only in rare instances. How
ever, attempts to slow down the audit process through the withholding 
of documents tend to occur where there is evidence of serious misman
agement or criminal wrongdoing. In these circumstances, enactment of 
House 11 would allow the OSA to respond forcefully, and ensure the 
timeliness and integrity of the audit process. 



House 12 

House 13 

Office of the State Auditor: Legis/ative Agenda 

An Act Relative to the Procurement of Supplies or Services by 
Providers 

This bill would establish competitive bidding guidelines and proce
dures to govern the procurement of supplies or services by providers 
contracting with the Commonwealth who receive $100,000 or more in 
state funding in any given fiscal year. For the procurement of a supply 
or service in the amount of$I,OOO to $9,999, a provider would be re
quired to seek at least three written or oral quotations. In procuring a 
supply or service of $1 0,000 or more, a provider would be required to 
solicit written quotations and bids pursuant to an invitation process to 
be promulgated in regulation by the Division of Purchased Services, in 
consultation with the Office of the State Auditor. In each case, the pro
vider would be required to award the contract to the responsible person 
offering the needed supply or service at the lowest quotation. In addi
tion, providers would be required to maintain a contract file for the pe
riod they contract with the state. 

The bill also seeks to improve the integrity and disclosure of so
called "related party" transactions. Among other provisions, vendor of
ficials would be prohibited from and subject to fine for participating in 
any procurement matter in which an immediate family member has a 
financial interest. 

The intent of House 12, which would require vendors to follow the 
same procurement practices mandated for state agencies and cities and 
towns, is to ensure that the best possible price is obtained for goods and 
seTVlces. 

An Act Relative to Eligibility for Dental Benefits for Employees not 
Currently Included under Section 17 of Chapter 32A 

This legislation would amend Chapter 32A of the MGLs to include 
employees of constitutional offices among those who would be eligible 
to receive dental benefits should funding become available. Chapter 
32A currently authorizes employees of the Legislature and certain man
agers in the Executive branch to receive dental benefits. subject to ap
propriation. Employees of constitutional offices are not included. 

Pursuant to collectively-bargained union contracts, thousands of state 
employees currently receive dental/vision insurance coverage. The em
ployees of the constitutional offices are subject to a double inequity in 
that they do not receive this benefit, and are also not included under 
Chapter 32A. 
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Private 
Occupational 
Schools: Financial 
Evaluations 

C
hapters 75C, 75D, and 93 ofthe 
Massachusetts General Laws require 
the Office of the State Auditor 
(OSA) and the Department ofEdu

cation to annually evaluate the financial and 
academic positions, respectively, of applica
tions for licensure or registration as private 
business, trade, or correspondence schools. 
Schools conducted by employers to train their 
own employees or schools or colleges, char
tered or otherwise authorized by the Common
wealth, are exempt from the mandate of the 
statutes. These consumer protection statutes 
were enacted to ensure that private occupa
tional schools are both financially and aca
demically qualified to operate in Massachu
setts. 

Prior to their licensure or registration by the 
Department of Education, all such non-degree 
granting business, trade, or correspondence 
schools are required to submit financial state
ments to the OSA. This information is evalu
ated annually to establish the solvency of each 



Private Occupational Schools: Financial Evaluations 

applicant. Those schools determined to be fi
nancially qualified for licensure or registration 
must then secure tuition protection in the 
amount recommended by the OSA. 

Massachusetts statutes require the OSA to 
annually determine each school's appropriate 
tuition protection level, which may take the 
form of a surety bond, an irrevocable letter of 
credit, or a term deposit account payable to the 
Commonwealth. This consumer protection is 
intended to cover potential tuition refunds to 
students resulting from fraud, deceptive stu
dent recruitment practices, or a breach of con
tract by the school. 

At the close of calendar year 1992, there 
were 125 active private occupational schools 
financially certified for Massachusetts 
licensure or registration. During the six 
months ended December 31, 1992, the OSA 
performed 65 financial evaluations. Ten 
schools represented first-time applicants, 55 
reviews covered renewal application, and 7 
previously approved schools were reclassified 
as inactive. 

Private occupational school course offerings 
include: acupuncture. appliance repair. art. 
bartending, broadcasting, business administra
tion, computer programming & technology, 
dog grooming, floral design, industrial tech
nology, massage therapy, modeling, photogra
phy, plumbing, secretarial skills, tractor trailer 
operation, and travel agent training. 
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Audit Reports Issued 

Authority Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

1. Amherst Redevelopment Authority 93-874-1 12129/92 

2. Attleboro Housing Authority 91-603-1 09/01192 

3. Bourne Recreation Authority 92-844-2 08/04/92 

4. Brimfield Housing Authority 92-858-2 09/29/92 

5. Grafton Housing Authority 91-666-2 07/06/92 

6. Holden Housing Authority 92-676-2 07/29/92 

7. Lenox Housing Authority 92-692-2 07/30/92 

8. MaIblehead Housing Authority 92-705-2 08/ 12/92 

9. Massachusetts Housing Finance Agency (EDP) 93-0141-4C 12130/92 

10. Massachusetts Industrial Finance Agency 90-6008-9 09/10/92 

II. Massachusetts Water Resources Authority 92-4008-2 10/ 16/92 

12. North Brookfield Housing Authority 92-901-2 09/29/92 

13 . Pioneer Valley Transit Authority 92-877-3 09/08/92 

14. Plainville Housing Authority 92-759-2 09/30/92 

15. Stoneham Housing Authority 92-788-2 08/17/92 

16. Wenham Housing Authority 92-832-2 10/20/92 

17. Woods Hole, Martha's Vineyard & 92-0587-6 10/08/92 

Nantucket Steamship Authority 

18. Woods Hole, Martha's Vineyard & 92-0587-4C 11/06/92 

Nantucket Steamship Authority (HDP) 
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Audit Reports Issued 

Education Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

I. Berkshire Community College (EDP) 93-0190-4F 12/17/92 

2. Berkshire Community College Follow-Up- 92-190-7 12/15/92 

Student Financial Assistance Programs 

3. Cost of Constructing Plymouth 90-6013-9 09114/92 

South High School 

4. Greenfield Community College 92-194-2 11/25/92 

5. Greenfield Community College (EDP) 93-0 194-4F 12/28/92 

6. Greenfield Community College Follow-Up - 92-194-7 12/ 15/92 

Student Financial Assistance Programs 

7. Holyoke Community College Follow-Up - 92-195-7 12124/92 

Student Financial Assistance Programs 

8. Massachusetts Maritime Academy 92-182-2 10/08/92 

9. Mt Wachusett Community College Follow-Up - 92-200-7 12/15/92 

Student Financial Assistance Programs 

10. North Shore Community College (EDP) 93-0202-4F 09/03/92 

II. Northern Essex Community College "(EDP) 93-0201-4F 12/16/92 

12. Roxbury Community College - 92-204-2 07/23/92 

Student Financial Assistance Programs 

13. Salem State College (Chapter 647) 92-2005-2 10/16/92 

14. Salem State College - 92-184-2 10/21/92 

Student Financial Assistance Programs 

15. University of Massachusetts - Amherst 91-6016-9 09/29/92 

Exercise Science Department 

16. Westfield State College (Chapter 647) 92-2002-2 10/15/92 
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Audit Reports Issued 

Human Services Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

1. Bay Cove Mental Health Center 92-256-2 09/30/92 

2. Brockton Multi-Service Center 92-853-2 11109/92 

3. Catholic CharitiesINorth Suburban 91-4259-3 10/08/92 

4. Department of Social Services (Chapter 647) 92-2004-2 07/23/92 

5. GAAMHA Transit, Inc. 92-4318-1 07/ 15/92 

6. Goldberg Medical Associates, Inc., & 91-4012-3 10/29/92 

Goldberg Medical Services, Inc. 

7. Justice Resource Institute, Inc. 92-4305-3 07/29/92 

8. Lemuel Shattuck Hospital 92-300-2 11106/92 

9. Lynn Youth Resource Bureau 92-4266-3 09/29/92 

10. Medfield State Hospital 92-259-2 11 /09/92 

I I. Middlesex Shelter for the Homeless, Inc. 92-4315-3 10/20/92 

12. Monson Developmental Center (Chapter 647) 92-2001-2 12128/92 

13 . New North Citizens Council, Inc. 92-4287-3 09/29/92 

14. Northampton State Hospital 92-263-2 10/23/92 

15. Paul A Dever State School 91-6008-9 07/21192 

16. Taunton State Hospital (EDP) 93-0266-4C 121\ 8/92 

17. Tri-County Youth Programs, Inc. 91-4193-3 07/30/92 

18. Western Massachusetts Hospital 93-305-2 12/08/92 

19. YWCA - Western Massachusetts, Inc. 92-4302-3 10/20/92 
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Audit Reports Issued 

Federally Mandated Audits of State-Administered 
Federal & State Programs 

AUDIT ISSUE 
AUDIT NUMBER DATE 

1. Abington Housing Authority 92-3003-8 09118/92 

2. Acton Housing Authority 93-3019-8 12122192 

3. Amesbury Housing Authority 92-3014-8 09/ 18/92 

4. Arlington Housing AuthOrity 92-3077-8 08/25/92 

5. Aubum Housing Authority 92-3028-8 09/09/92 

6. Belchertown Housing Authority 92-3078-8 09/09/92 

7. Beverly Housing AuthOrity 92-3079-8 08/12192 

8. Braintree Housing Authority 93-3026-8 12/22192 

9. Bridgewater Housing Authority 92-3083-8 09/09192 

10. Brockton Redevelopment Authority 93-3020-1 11124/92 

11. Burlington Housing AuthOrity 92-3093-8 09/24/92 

12. Dartmouth Housing AuthOrity 92-3019-8 08/28/92 

13. EPA Construction Grant- 92-3059-1 09/01/92 

Boston Water & Sewer Commission 

14. EPA Construction Grant- City of Fitchburg 92-3051-1 08/20/92 

15. EPA Construction Grant- 92-3088-1 10/28/92 

Metropolitan District Commission! 

Massachusetts Water Resources Authority 

16. EPA Construction Grant-Town of Concord 92-3049-1 12129/92 

17. Everett Housing Authority 92-3069-8 07/13/92 

18. Fitchburg Housing Authority 93-3031-8 12130/92 

19. Franklin County Regional Housing Authority 92-3036-8 08/12192 

20. Gardner Housing Authority 92-3085-8 08/20/92 

21. Greenfield Housing Authority 92-3032-8 10/28/92 

22. Hudson Housing Authority 92-3081-8 08/04/92 

23 . Ipswich Housing AuthOrity 92-3096-8 09/24/92 

24. Leominster Housing Authority 92-3087-8 09124/92 

25. Malden Housing Authority 92-3068-8 08/25/92 

26. Mansfield Housing Authority 92-3070-8 07/31/92 

27. Maynard Housing Authority 92-3082-8 10/08/92 

28. Melrose Housing Authority 92-3105-8 12/ 11192 

29. Massachusetts Water Resources Authority 92-3097-2 12/29192 

Subconsultant Services Contract-

Normandeau Associates. Inc. 

30. Massachusetts Water Resources Authoritv 92-3098-2 12/29/92 

Subconsultant Services Contract-

Arthur D. Uttle, Inc. 

31. Massachusetts Water Resources Authority 92-3089-2 12/30/92 

Subconsultant Services Contract-

New England Research, Inc. 

32. Natick Housing Authority 92-3075-8 10/ 13/92 
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Audit Reports Issued 

AUDIT ISSUE 
AUDIT NUMBER DATE 

33. Newton Housing Authority 93-3034-8 12111192 

34. Northampton Housing Authority 92-3001-8 07/16192 

35. Pittsfield Housing Authority 92-3064-8 07/21192 

36. Salem Housing Authority 92-3030-8 09/01192 

37. Scituate Housing Authority 92-3065-8 08/20/92 

38. Springfield Housing Authority 92-3018-8 10/09192 

39. Waltham Housing Authority 92-3092-8 09/09192 

40. Warren Housing Authority 93-3029-8 12114/92 

41. Watertown Housing Authority 92-3076-8 08/28/92 

42. Wellesley Housing Authority 92-3086-8 09/23/92 

43. Westfield Housing Authority 92-3090-8 10/05192 

44. West Springfield Housing Authority 92-3095-8 11/18/92 

45. Weymouth Housing Authorityl 92-3107-2 10/09192 

Maloney Properties, Inc. 

46. Weymouth Housing Authority 92-3005-8 10/09192 

47. Woburn Housing Authority 92-3029-8 07116192 

Judiciary/Law Enforcement Audits 

1. Board of Bar Examiners 92-1103-2 12115/92 

2. Cape & Islands District Attorney's Office 92-1263-2 10/19192 

3. Fall River District Court (BDP) 93-1193-4F 12117/92 

4. Massachusetts Correctionallnstitution 92-947-2 08/13/92 

South Middlesex Pre-Release Center 

5. Middlesex County Correctional System 92-4310-3 07/29/92 

6. Office of the Chief Administrative 92-1106-2 11120/92 

Justice-Transition Review 

7. Plymouth County District Attorney's Office 92-1265-2 07/29192 

8. Plymouth Probate & Family Court (Chapter 647) 92-2007-2 12/31192 
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Audit Reports Issued 

Other Audits 

AUDIT 
AUDIT NUMBER 

1. Brockton Perpetual Care Cemetery Trust Fund 92-6009-9 

2. Bureau of Special Investigations 92-31-2 

3. Cape Cod&: Hyannis Railroad Follow-Up Report to 91-6014-9 

the Executive Office of Transportation and Construction 

4. Chapter SSS - Net State Tax Revenue Determination 93-SSSS-9 

Six Endties 

Department of Employment &: Training 

Department of Revenue 

Division of Insurance 

State Boxing Commission 

State Lottery Commission 

State Racing Commission 

S. Department of Industrial Accidents 92-4011-3 

6. Division of Administrative Law Appeals 92-34S-2 

7. Group Insurance Commission 91-4017-3 

8. Massachusetts Arts Commission 92-14-2 

9. Massachusetts Commission Against Discrimination 92-4S-2 

10. State Election Campaign Fund 91-969-2 
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ISSUE 
DATE 

10/23192 

07/29192 

07/31192 

091 1 SI92 

12107/92 

11109/92 

08/20/92 

1lI16192 

09/30/92 

07/21192 
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DLM Determinations & Cost Studies 

LAW, REGULATION 

OR LEGISLATION 

House 2800 

G.L. c.142A 

Chapters 105 & 153, 

Acts of 1992 

Chapter 36, Acts of 1992 

Chapter 424, Acts of 1984 

106 CMR 306.660 

310 CMR 19.00 

310 CMR 22.22 

State Highway Department 

Memorandum on Street Signs 
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ISSUE 

Including A1DSIHIV Prevention Education in the Health and 

Education Curriculum of the Public Schools 

Home Improvement Contractor Law Relative to Permit 

Granting and Inspection Duties of Local Building Inspectors 

Split Voting Precincts due to 1992 Congressional Redistricting 

Land-Use Restrictions of the Metropolitan Watershed Protection Act 

Non-Resident Post-Secondary Vocational Education Programs 

Aid to Families With Dependent Children Rental Housing Code 

Inspection Requirements 

Department of Environmenl2l Protection Regulations Banning or Restricting 

the Disposal of Cerlain Solid Waste Materials at Landfills and Combustion Facilities 

Municipal Duty to Smvey Certain Premises for Uupemlitted Plumbing 

Cross Connections 

State Highway Department Request That Municipalities Replace "Slow 

Children" Signs with "Children" Signs 



RESULT 

Determination That Costs Would Be Incidental 

due to Federal and State Assistance 

Pre-1981 Mandate 

Certified Increased Election Costs for II 

Affected Cities and Towns 

Commonwealth Required to Annually Reimburse Affected 

Communities for Any Property Tax Losses Caused by Tax Abatements 

No Costs Imposed. Applicants not Admitted to Post-Secondary 

Vocational Program 

Pre-1981 Mandate 

Mandate for 16 Affected Cities and Towns 

Pre-1981 Mandate 

No Mandate; Local Option for Municipalities 

DLM Determinations & Cost Studies 

FUNDING 

Not Applicable 

Not Applicable 

$65,240 Distributed to II Affected 

Municipalities as Certified by DLM 

February 1993 State Report due on 

Economic Impact of Act on Commonwealth 

and Cities and Towns 

Not Applicable 

Not Applicable 

Awaiting Municipal Cost Documentation; 

Monitoring 1993 Legislation That Would 

Provide State Financial Assistance 

Not Applicable 

Not Applicable 
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