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September 30, 1994

The Honorable Charles F. Flaherty
Speaker of the House of Representatives
State House
Room 356
Boston, Massachusetts 02133
Dear Mr. Speaker:
Enclosed please find the FY'94 Annual Report of the House
Post Audit and Oversight Bureau. This is the second report that
has been prepared since the Bureau was restructured in 1992.
If you have any questions or
contact me at once.

to

truly

TWH:rks

/

I.

Introduction
In 1992, Speaker of the House, Charles F. Flaherty

reorganized the House Post Audit and Oversight Committee (the
"Committee").

Speaker Flaherty directed Representative, William

P. Nagle, Jr., Chairman to restaff and reconstitute the House
Post Audit and oversight Bureau (the "Bureau").
completed in late 1992.

That process was

This fiscal year 1994 Annual Report of

the Bureau represents the second annual report issued since the
Bureau's

reorganization.

The Bureau is charged with the responsibility of overseeing
compliance with legislative initiatives and program support that
are achieved primarily by the budgetary process.

The Speaker and

the Chairman have directed the Bureau to evaluate the
effectiveness of legislative mandates and to seek out waste,
fraud and abuse as well as to propose corrective actions and
legislation where appropriate.

II.

statutory Authority
The Bureau was created by M.G.L. c.3, s.64.

Under the

provisions of this statute, the Bureau is authorized to conduct
performance audits of state programs, state agencies, state
authorities, and political sub-divisions of the Commonwealth.
The Bureau has the authority to "examine during regular business
hours any and all records including but not limited to books,
reports, accounts, vouchers, bank accounts, and money or other

1

property of any agency of the state ... ".

Pursuant to this

statute, the Bureau at the direction of the Committee, conducts
studies and investigations, reviews reports from the state
Auditor and the

Inspector General, and performs analysis and

issues reports as necessary.

III. Objectives
The mission of the Bureau is to conduct performance audits
(both "economy and efficiency" and "program" audits) and
investigations of state agencies, appropriations, contracts and
programs to ensure conformity with legislative intent and
statutory language.

The Bureau's principal function is to

implement legislative oversight objectives by conducting audits,
investigations and studies and by reporting its findings and
recommendations to the full Committee and the Legislature.

IV.

Procedures
Requests for legislative performance audits and

investigations can originate from anyone of a number of sources.
Individual representatives and committee members can originate
requests.

Agency employees, unions, public interest groups, and
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law enforcement agencies, as well as other oversight entities
such as the state Auditor and the Inspector General can originate
requests for performance audits and/or investigations as well.
Upon receipt of a request for an audit, investigation, or
review, the Bureau will conduct a preliminary inquiry.

The

Bureau utilizes performance audit methods and standards for
government auditing recommended by the United states General
Accounting Office.

After a preliminary review of the facts and

circumstances, the Bureau will make a recommendation to the
committee.

The committee will then determine if a full inquiry

and report is necessary.

If the Committee approves of the

Bureau's recommendations, it shall direct that a complete
program audit or investigation be commenced.

Such authorization

shall normally occur at the regularly scheduled monthly meeting
of the committee.

The record of the Committee action authorizing

an investigation shall remain confidential until such time as the
final ' report is issued.

At the Chairman's request, the Bureau

may brief a member who requests a preliminary review when that
subject is not recommended for further action by the Committee.
This briefing will include a general outline of the Bureau's
preliminary findings.
If an emergency occurs or particular circumstances mandate
an expedited investigation or audit, such investigation or audit
shall be approved by an emergency meeting of the House Post Audit
and oversight Committee.
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The Bureau may also issue special reports on issues that
arise during other audits or on issues that arise from routine
examinations of other programs.

Special reports may be issued in

lieu of full examinations and may recommend that additional
examinations be performed.

These actions include referrals to

other agencies and/or further program or contract examination by
the Bureau and/or the committee.
The Bureau may issue preliminary reports of findings and
after public hearings, depositions, and/or consultations with the
affected agencies, issue interim or final reports.

Preliminary,

interim, special, and final reports may specify remedial actions
as well as legislative changes.
It shall be the policy of the Bureau to conduct periodic
follow-ups and reviews on all agencies and authorities that have
been subject to prior audit and/or examination.

Such follow-ups

shall review any past problems identified and all remedial
actions, if any, that have been taken in accord with the Bureau's
reports.
It shall also be the policy of the Bureau to recommend
specific actions to the House Ways and Means Committee and/or the
appropriate joint committee having jurisdiction over matters
which are the subject of any report or investigation.
The Bureau shall review all reports of the state Auditor and
the Inspector General and recommend changes or legislative
remedies where appropriate.
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V.

Subpoenas
The House Post Audit and Oversight committee has the power

to issue subpoenas, summon witnesses, compel testimony, and
require the production of documents.

The committee has

authorized the Bureau to issue subpoenas to accomplish the
purposes of the committee and the Bureau.

All subpoenas issued

pursuant to G.L. c. 3, s. 63 and 64 shall be signed by the
Chairman of the Committee or Vice chairman, if so authorized by
the chairman.

VI.

Powers and Duties of the Post Audit Bureau

1.

Oversee the development and implementation of a Legislative
Auditing program of state agencies, constitutional offices,
public corporations, authorities, and county government.

2.

Receive reports of the State Auditor and conduct evaluations
to determine what remedial measures, if any, are necessary.

3.

Undertake special studies and investigations.
Report to the General Court from time to time with
recommendations for legislative action based on the review
of State Auditor's reports or upon the findings and
recommendations developed during investigations.

5.

Report to the committee and the appropriate Joint
Standing Committee, any findings and recommendations
affecting matters before the respective committee.
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6.

The Bureau has the power to question witnesses, take
testimony, review and oversee the production of books,
papers, documents or any other evidence in connection with
any examination or review.
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FY'94 Highlights
A.

B.

Criminal Referrals
1.

In 1993, Frank I. Katch, Director, Exercise Science
Department of the University of Massachusetts at
Amherst pled guilty to conflict of interest charges
brought by the Attorney General's office. The charges
were the result of findings made by the Attorney
General and the Inspector General based upon an audit
and referral by the Bureau and the committee. The
Bureau had found that the relationship between Katch
and a company that manufactured Hydra-Fitness equipment
raised issues concerning the state's conflict of
interest statute M.G.L. c. 268A. Mr. Katch pled guilty
to the charges brought by - the Attorney General and was
fined $3,000 and placed on 2 years probation.

2.

In the course of reviewing payroll records of employes
involved with the privatization of Essex County
highways, the Bureau noted that many of these records
were erroneous and contained addresses and other
information that was incorrect or did not exist. The
Attorney General brought charges for prevailing wage
violations citing the fraudulent records provided as
part of the scheme to avoid compliance with the
prevailing wage statute. Charges were brought against
one of the principal subcontractors as part of a larg~r
crackdown on prevailing wage violations by the Attorney
General's office.

civil Violations
1.

The Office of Campaign Finance issued findings
indiating that a matter referred to them by HPAO was a
violation of the campaign finance law. On August 2,
1994, the Office of Campaign Finance notified the
Bureau that it had reached a public resolution of a
campaign finance law violation involving the Weld
Committee and Bell Associates. The House Post Audit
and Oversight Committee and the Bureau had documented
through sworn testimony and other information the fact
that a contractor of the Commonwealth had provided a
phone bank to the Weld campaign for no charge. Under
M.G.L. c. 55, s. 8, corporate campaign contributions
are illegal. The Weld campaign has since paid $1606.40
to cover the charges which were incurred by Bell
Associates.
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B.

Bureau Report Highlights
Privatization
1.

Report on Essex County Highway Privatization - The
Bureau issued a critique of a report by graduate
students at the John F. Kennedy School of Government.
The Bureau raised questions about MHD's repeated
references to the student paper which was used by MHD
to bolster its claims of success in privatizing the
Essex County Highway system. The Bureau noted that not
only was the paper not a performance audit, but it was
published six months before the privatization contract
was completed. The Bureau issued a later report on the
Essex County privatization venture.
In addition to a
series of performance fai·lures and unsubstantiated
claims of savings, the Bureau found oversight
deficiencies and potential prevailing wage violations.
The Bureau was not able to sUbstantiate the savings or
the claims of better services touted by MHD

2.

The Massachusetts Highway Department's Use of a Private
Investigator - The Bureau issued a special report on
the MHD's use of a private investigator and found that
MHD had made misleading statements about the
investigator's role with respect to MHD. The Bureau
also found that contract documents that were provided
to the Comptroller's office by MHD were misleading.
The documents indicated the private investigator was
hired to perform bridge inspections and inventory
control. The Bureau's examination indicated the
private investigator was working on ongoing criminal
investigations which in some cases were not under the
supervision of an Assistant Attorney General or a
Assistant District Attorney.

3.

Cost Overruns and the Massachusetts Boot Camp - The
Bureau issued a special report on cost overruns
incurred in the construction of the first Massachusetts
Boot Camp in Bridgewater. Not only was the Boot Camp
at MCI-Bridgewater one of the most expensive facilities
of its type in the country, but it appeared that poor
planning by the Department of Correction was at least
partly responsible for the overruns.
The Bureau noted
that among other issues, more than $600,000 in cost
overruns and change orders were incurred in the
construction of the Boot Camp including an $18,000 item
to change the color of the roof of the facility. The
Bureau's report focused on the lack of planning and
the rush to complete the facility as some of the causes
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for the overruns. The Bureau subsequently issued a
report which found that several deficiencies in
substance abuse counseling services provided at the
Boot Camp. The problems included lack of proper
"aftercare" or follow-up counseling for Boot Camp
graduates and deviations from contract provisions
concerning staffing by administrators for the existing
counseling programs at the Boot Camp.
4.

MHD's Acquisition of 300 Mystic Avenue, Medford, MA The Bureau issued a report which was highly critical of
this land taking. The parcel of land located at 300
Mystic Avenue in Medford, Mass. was originally slated
for taking as a functional replacement for a
maintenance facility located in Charlestown, Mass. that
was slated to be taken by - the Central Artery/Tunnel
Project.
The Building acquired by MHD has serious structural and
environmental deficiencies and has not been approved
for federal reimbursement by FHWA. The Commonwealth
spent over $1.2 million for a property it did not need.
The Bureau has found additional proposed expenditures
of almost $600,000 that MHD has proposed to correct
some of the structural and environmental deficiencies
for part of the building.

5.

Appellate Tax Board - The Bureau identified millions of
dollars interest charges paid needlessly becaue of the
Appellate Tax Board's ("ATB's") 27,000 case backlog,
mismanagement and failure to decide cases in a timely
manner. The report noted several issues that related
to favoritism and special treatment for certain
practitioners before the ATB. The Bureau found some
taxpayers waited years for their cases to be heard
while others had their cases pulled out of order for
hearing and decision. The Bureau also discovered
potential ethical and conflict of interest allegations
and noted sUbstantial questionable telephone calls and
use of state fax machines for personal purposes.

6.

Charles River Hospital - West - The Bureau originally
focused its examination on the closure of Northampton
state Hospital ("NHSH") and tt..e transfer of patients to
Charles River Hospital - West ("CRHW"). The Bureau
found evidence that the rush to close NHSH in 1992 and
problems with the planning process resulted in
additional costs being incurred and the quality of care
provided being called into question.
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In a subsequent report, the Bureau noted serious
problems with higher than projected per-diem costs of
patient care at CRHW, lower-than-projected levels of
Medicaid reimbursements and a dubious "wrap-around"
arrangement involving CRHW.
In addition, the Bureau found that CRHW failed to make
mortgage payments for at least eight months, bounced
hundreds of thousands of dollars in employee paychecks,
vendor checks, failed to pay vendors for services and
failed to timely pay nearly $2 million in payroll taxes
in FY'93. At the same time, CRHW administrators
incurred $50,000 in travel and entertainment expenses,
many of which the Bureau found questionable or
unnecessary.
7.

Pharmacy Privatization - In October, 1993, the Bureau
released a preliminary report regarding the pharmacy
privatization within three agencies of the Executive
Office of Health and Human Services ("EOHHS"). The
125-page, comprehensive examination of the contracted
service found drug cost increases resulting from the
state's intentional cancellation of guaranteed fixedprice contracts - in several cases six months before
the expiration dates; a private contractor subsidized
by the state received rent-free space, state paid
utilities, and state purchased pharmaceuticals. The
preliminary report also noted that the pharmaceuticals
were routed through a prime vendor which increased the
cost of the drugs while serving as little more than an
expensive delivery service. Despite evidence that
similar pharmacy systems were investigated, the state
made no documented effort to secure a managed cost
pharmaceutical contract for the purchase of drugs. The
Bureau found the "privatized" EOHHS pharmacy service to
be fractured, inefficient, anc costly.
The committee held two public hearings on the
pharmaceutical privatization and the Bureau's report.
Both hearings were directed at the consultant reports
which recommended the change from a state operated
system to a contracted system. The consultants charged
the Commonwealth $80,000 for the EOHHS study.

8.

Where's the Beef? - The Bureau issued a report which
was highly critical of the Executive Office of
Administration and Finance's ("A&F") claimed $273
million in savings in privatizing state facilities and
functions since 1991. The Bureau found the information

10

that was supposed to support the $273 million
be a compilation of estimates, extrapolations
illogical assumptions. The Bureau was unable
achieve a bottom-line cost savings figure for
the initiatives that were claimed by A&F.

figure to
and
to
any of

In addition to numerous misstatements and
unsubstantiated estimates, there was no factual or
auditable basis from which the Bureau could conclude
that any of the "savings" claimed on any of the
initiatives materialized.
9.

Repair Plates - The Bureau issued a report that was
critical of the Registry of Motor Vehicle's ("RMV")
administration of repair plates and the lack of the
RMV's commitment to ongoing enforcement measures. The
Bureau found the abuse to be rampant and costs or such
evasion to be high.
Notable findings in the Bureau's report include the
following:
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•

The abuse rate of repair plates was widespread possibly as high as 75%;

•

cities and towns in the Commonwealth have been
deprived of motor vehicle excise taxes owed to
them as a result of the repair plate system;

•

Repair registrations res~lt in higher insurance
rates for privately registered vehicles; and

•

Repair plate users avoid insurance surcharges and
higher rates for violations.

Belchertown Carousel - The Bureau reviewed the
procedures and the process by which the historic
Belchertown Carousel was auctioned by a private firm
hired by the Department of Procureent and General
Services ("DPGS").
The Bureau found that DPGS's bid process was flawed
because the Commonwealth paid an unnecessary seller's
fee of 5% to Norton Auctioneers while the auctioneer
also charged a buyer's fee of 10%. The Carousel sold
for $440,000. Norton Auctioneers received $20,000 from
the Commonwealth and an additional $40,000 from the
winning bidder for a total of $60,000 for auction
services. The payment of $20,000 was $10,000 in excess
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of the expenditures recommended by the former Director
of the Surplus Property Office, who had stated that
auction costs should not exceed $10,000. The Bureau
also found that the DPGS and the Department of Mental
Retardation failed to adhere to legislation designed to
give preference to local groups interested in
preserving the Carousel.
11.

The Department of Correction, "The Next Budget Buster"
The Bureau conducted a preliminary analysis of the
growth of the Department of Correction (DOC)
expenditures. This examination of the DOC's recent
budget history illustrates the difficulty of imposing
mandatory program and budget controls over certain
costs. The Bureau found that the Administration's 1994
Corrections Capital Plan fails to address an already
critically overcrowded prison population and the
potential for a widely expanded prison census which
will result from the Administration's crime control and
drunk driving legislation initiatives.
Longer
sentences, mandatory sentences, and truth in
sentencing, while laudable steps toward getting
criminals off the streets, nevertheless all contribute
significantly to the prison overcrowding problem.
The Bureau's initial analysis of the current proposals
for prison expansion and crime control revealed serious
deficiencies in research and planning. The bureau
noted that the Commonwealth cannot build its way out of
our correctional crisis. Comprehensive analysis of
the root causes of crime and profiles of inmates must
be undertaken. The first goal must be that of
protecting citizens from violent offenders. That
effort must be matched with treatment and preventative
measures designed to reduce the population of other
nonviolent offenders. The Bureau recommended that the
administration's proposals for capital outlays and
crime control be sent back to the drawing board with
the mission of evaluating the long term realities of
the prison overcrowding crisis.

***
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THE COMMONWEALTH OF MASSACHUSETIS

OFFICE OF CAMPAIGN & POLITICAL FINANCE
ONE ASHBURTON PLACE. ROOM 411
BOSTON . MASSACHUSETTS 02108
(617) 727 -8352
(800) 462 -0CPF
MARY F . M c T IGUE
DIRECTOR

August 2, 1994

Thomas W. Hammond, Esq.
Director
House Post Audit and Oversight Bureau
State House, Room 146
Boston, MA 02133-1053
Re: Case No. CPF-93-56
Dear Mr. Hammond:
This office has completed its review of the matter you
brought to our attention regarding the use of corporate
resources for political purposes.
Based upon our review, we
have concluded that Bell Associates, Inc. and The Weld
Committee failed to comply with M.G.L. c.55, the campaign
finance law.
We have notified The Weld Committee and Bell Associates,
Inc. of our conclusion and have enclosed a copy of the office's
public resolution letter concluding this matter. At this time
we do not intend to take further action because we believe that
our investigation and explanation of the law to the parties
involved in this matter as well as the corrective action set
forth in the enclosed letter will suffice to assure future
compliance with the campaign finance laws.
Thank you for bringing this matter to our attention.
If
you have any further questions regarding this or any other
campaign finance matter, please do not hesitate to contact this
office.
Very truly yours,

;t(~/

r. /!~V(~L-J..-

Mary F. McTigue
Director
Enclosure
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THE COMMONWEALTH OF MASSACHUSETTS

OFFICE OF CAMPAIGN & POLITICAL FINANCE
ONE ASHBURTON PLACE. ROOM 411
BOSTON . MASSACHUSETTS 02108
(617) 727 -8352
(800) 462-0CPF
MARY F McTIGUE
DIRECTOR

Aug-ust 2, 199 4

Gary Crossen, Esq.
The Weld Committee
Foley, Hoag & Eliot
One Post Office Square
Boston, MA 02109
Re:
Dear

Case No. CPF-93-56
Mr. Crossen:

This office has completed its review of possible
violations of the campaign finance law by The Weld Committee
("Committee") regarding the acceptance of corporate
contributions. Based upon our review of this matter, we have
concluded that the Committee did not comply with M.G.L. c. 55,
the campaign finance law. However, I believe that this matter
may be resolved informally at this time.
Specifically, we have concluded, and you have
acknowledged, that during the 1990 gubernatorial campaign, the
Committee used telephone banks at the headquarters of Bell
Associates, Inc. ("Bell"), a business corporation, for
political purposes. At that time, the Committee did not
reimburse Bell for this use.
In July, 1993 this office
requested documentation from the Committee confirming the
ext~:1t 0f the telepl-).onA use and reimbursement by the Committee.
After several requests, the Committee reimbursed Bell in the
amount of $1,606.40 on July 28, 1994 based upon an invoice from
Bell.
As you are aware, the campaign finance law prohibits a
corporation from making and a political committee from
receiving from a corporation a contribution of anything of
value.
Since Bell is a business corporation, and the Weld
Committee accepted an in-kind contribution of telephone banks
and use of office space, the Committee failed to comply with
these prohibitions. See M.G.L. c.55, s.8.
Although this office views the making and receipt of
corporate corporations as a serious violation, we have

· Gary Crossen, Esq.
August 2, 1994
Page 2

determined that further action, other than the corrective
action that the Committee has now taken, is not warranted at
this time.
In accordance with the public records law and this
office's procedures, this letter is a public record.
If this
matter was brought to the office's attention by someone other
than you, a copy of this letter will be forwarded to that
person.
If you have any questions regarding this or any other
campaign finance matter please do not hesitate to contact this
office.
Very truly yours,

,;C~ r. A&..A~
Mary F. McTigue
Director

cc:

Alan Bell, President
Bell Associates, Inc.
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