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

TEL (61 7) 727-2075 

Honorable Patricia McGovern, Chairwoman ofthe Senate Ways and Means Committee 
Honorable Thomas M . Finneran, Chairman ofthe 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 Activi
ties of the Office of the State Auditor covering the period July 1,1991 through December 
31,1991. 

This tenth report continues a format which organizes audit results by recurring find
ings 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 determlnations, 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 addition to the ongoing audit work of the OSA, I would like to caB your attention to 
special reviews com pleted under the Internal Control Statute. Chapter 647 of the Acts of 
1989. This legislation was developed by the OSA in response to recurring audit findings 
indicating the need for improved internal controls and as an integral part ofthe OSA's 
effort to assist agencies in safeguarding the Commonwealth's assets . Since the law's 
enactment, the OSA has completed ten reviews in response to mandated reporting by 
agencies oflosses, thefts, and/or unaccounted-for variances . These audits disclosed 
missing funds totaling $824.870 and have resulted in criminal penalties and financial 
restitutions . Most importantly, substantial improvements have been made in agencie~ ' 

internal control systems to prevent the recurrence of such losses . The four revlews re
leased during this report period are detailed under Enforcement Assurance: Referrals 
and Requests on page 60. 

I look forward to continuing to work with you 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 of the State Auditor 
(OSA) operates under the direction 
and control of the State Auditor, an 
independently elected constitu

tional officer. 
The OSA provides the Governor, the 

Legislature, auditees, oversight agencies, 
and the general public with an independent 
evaluation of the various agencies, activi
ties, and programs operated by the Com
monwealth. The State Auditor is mandated, 
under Chapter 11, Section 12, of the Massa
chusetts General Laws, to conduct an audit 
at least once every two years of all depart
ments, offices, commissions, 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 approxi
mately 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 re
sponsible, under Chapter 11, Section 6B, of 
the Massachusetts General Laws, for the 
Division of Local Mandates, which is 
charged primarily with determining the fi
nancial impact of legislation on cities and 
towns. 



The OSA conducts both financial and per
formance audits in accordance with "Govern
ment Auditing Standards" issued by the 
Comptroller General of the United States. 
These standards are known in the profession 
both as Generally Accepted Government 
Auditing Standards (GAGAS) and as the 
Yellow Book standards. 

OSA audit activities include the following 
objectives: 

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

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

• Determining whether such resources are 
properly and prudently used; 

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

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

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

• Ensuring that all audit results are fully 
disclosed 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 ac
counting and administrative controls , financial 
operations, 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 recommendations. In short, the OSA is 
not simply a critic but is an agent, an advo
cate, 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, 
1991 through December 31,1991, 
the Office of the State Auditor 
issued 133 audit reports covering: 

Authorities, human services agencies, edu
cation entities, judiciaryllaw enforcement 
entities, and various other state activities. 
For a complete listing of audit reports, see 
Appendix Ion page 81. In these reports, the 
OSA disclosed millions of dollars in financial 
and operational deficiencies and also pro
vided recommendations intended to safe
guard 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 regula
tions; is required to maintain financial 
records properly; and, of course, is expected 
to operate economically and effectively. 

OSA audits are not intended to sensa
tionlize, but rather to present an accurate 
appraisal of financial management, legal 
compliance, and, where appropriate, pro
gram effectiveness. 

Audit results and recommendations are 
important to auditees, and in a majority of 
instances auditees have indicated a willing
ness to take appropriate corrective action. 
Audit results, viewed in the aggregate, give 
focus to problem areas for legislators and 
administration officials and, along with 
critical individual audit results, are the 
basis of the OSA legislative and administra
tive initiatives and recommendations. 

The following information clearly demon
strates that OSA audits not only have 
promoted the safeguarding and enhance
ment of the Commonwealth's assets but 
have also assisted auditees in creating 
solutions to improve their financial and 
managerial operations. 
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Authority Audits 

During the report period, the OSA re
leased 85 audit reports relative to housing 
authorities, redevelopment authorities, 
regional transit authorities, and other 
independent entities. Forty-one of these 
reports were federally mandated audits of 
state-administered federal and state pro
grams. Many of these reports identified 
recurring audit results which, if addressed, 
will improve financial management of these 
authorities. This improvement in turn will 
help to safeguard state and federal funding 
and to protect the interests of public housing 
tenants and applicants. 



Audit Results 

Inadequate 
AccounHng and 
Administrative 
Controls 

Authority Audits 

OSA reports on local housing authorities revealed various 
recordkeeping and internal control weaknesses that could adversely 
affect their operations. Proper controls assist an Authority in 
maximizing revenue potential and in avoiding unnecessary opera~ 
ing deficits, thereby potentially increasing funds available for its 
programs. The following are examples of areas where controls 
needed improvement: 

• Berkshire County Regional Housing Authority was cited in a 
previous audit for insufficient documentation of certain disburse
ments. During the current audit period, this issue remained un
resolved. Specifically, eight of eighteen payments to architects, 
totalling $98,064, lacked evidence of approval from the Executive 
Office of Communities and Development; a $69,398 payment was 
made to a general contractor without appropriate EOCD ap
proval; and travel expenditures totalling $2,468 were not prop
erly documented to substantiate reimbursement by the Author
ity. Furthermore, contrary to EOCD's Budget Guidelines and the 
OSA's prior recommendation, the Authority continued to reim
burse employees and board members for tolls and parking over 
and above EOCD's allowable rate of $.22 per mile for private auto 
mileage. 

• Beverly Housing Authority did not implement or formalize effec
tive cash management procedures for its federally assisted Sec
tion 8 Program, and several areas of weak controls were dis
closed. For example, inaccuracies were found in certain receipts 
and payments relative to the Section 8 Mobility Program, which 
involves reciprocity in placements with other public housing 
authorities. As a result, the Authority was unable to determine 
the amounts due from or to other housing authorities. In addi
tion, equipment purchases were incorrectly charged to program 
operations; payroll withholding balances did not reflect the actual 
payroll funds withheld; and $16,257 in a cash account in the 
name of the Authority was not reflected in the general ledger of 
any of the Authority's programs. Because of these deficiencies, 
the Authority had limited assurance that its monetary resources 
were properly safeguarded and appropriately expended. 

• Bourne Housing Authority overspent its maintenance hudgets hy 
a combined amount of$30,297 for the two years ended March 31, 
1991. As a result, the operating reserves for three state-aided 
programs were reduced. 

• Holyoke Housing Authority had $2,610 in bank overdraft charges 
for 174 checks drawn on insufficient funds. Payment of bank 
overdraft charges meant that funds intended for housing pro
grams were used to pay bank penalties. 

7 



Authority Audits 

Inadequate 
Accounting and 
Administrative 
Controls 
Continued 
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• Holyoke Housing Authority had the following weaknesses in the 
purchase of materials and supplies: availability of funds was not 
checked prior to placing an order; purchase orders were completed 
and approved after orders were placed; purchase orders were not 
appropriately countersigned; and copies of purchase orders were 
not kept at central receiving for comparison with vendor shipping 
mVOlces. 

• Lee Housing Authority did not have written personnel policies or 
employees' job descriptions, did not specify employees' work hours, 
did not maintain accurate timesheets and attendance calendars, 
and did not adequately monitor maintenance work performed 
after regular work hours. As a result of these deficiencies, the 
Authority could not be assured of the accuracy of its payroll rec
ords or the appropriateness of certain payroll expenditures. 

• Mattapoisett Housing Authority exceeded its total budget for one 
of its state-aided accounts by $14,333. As a result, the potential 
for incurring an overall operating deficit was increased. 

• Methuen Housing Authority exceeded its approved salary budget 
for the fiscal year ended March 31, 1990 by $35,593, thereby in
creasing the potential for incurring operating deficits. 

• Methuen Housing Authority had only one authorized signature on 
disbursement checks, and this signatory was also responsible for 
approving vouchers. In addition, sixty of the vouchers examined 
did not have adequate documentation to support the expenses 
incurred, and twenty of these vouchers were charged to incorrect 
account classifications. As a result, the Authority could not be 
assured that its expenditures were adequately accounted for and 
,authorized. 

• Norwood Housing Authority had a total of $24,076 in uncollectible 
accounts receivable. The Authority should request permission 
from its board and from EOCD to write off these uncollectible 
monies against its operating reserves. Until this is done, the 
Authority's financial statements will be distorted and will not 
accurately reflect funds available for expenditure. 

• South Hadley Housing Authority had made some progress in 
limiting its expenditures to budgeted amounts . However. the Au
thority still had overruns in two accounts, totalling $941. thereby 
increasing the potential for incurring an overall operating deficit. 
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Inadequate 
Control over 
Property and 
Equipment 

Authority Audits 

• Warren Housing Authority did not maintain timesheets or atten
dance calendars for the former Executive Director or for an Ad
ministrative Assistant. As a result, the Authority had insuffi
cient evidence that these employees actually worked the hours for 
which they were paid or that accrued sick and vacation time was 
accurately credited. 

• Wellesley Housing Authority had a total of $7,800 in uncollectible 
accounts receivable. In order for the financial records to accu
rately reflect funds available for expenditures, the Authority 
needs to take required steps to write off accounts receivable that 
are over two years old. 

• Wilbraham Housing Authority did not maintain timesheets for its 
Executive Director or an Administrative Assistant. As a result, 
the Authority had insufficient evidence that these employees 
actually worked the hours for which they were paid or that 
amounts of accrued sick and vacation time were accurately 
credited. 

The Accounting Manual for State-aided Housing Programs, 
issued by the Executive Office of Communities and Development 
(EOCD), requires that housing authorities conduct annual physical 
inventories of property and equipment, tag equipment, and annu
ally update property listings. In addition to ensuring accountability 
of 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 comparison with the previous year's physical 
inventory, and as financial planning data. Several reports identi
fied 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 misuse. 

• Carver Housing Authority did not conduct an annual physical 
inventory of its property and equipment, did not maintain ade
quate records of its fixed assets, and did not tag equipment items. 
As a result, the Authority could not be assured that its property 
was protected or accurately recorded on its books. 

• Great Barrington Housing Authority did not maintain adequate 
records of its fixed assets. did not reflect on its financial records 
the original cost of all equipment items, and did not have evi
dence indicating that an annual physical inventory of its property 
and equipment had been conducted during the audit period. As a 
result, the Authority's fixed assets were exposed to possible 10s8 
and to unauthorized use or disposition. 

9 



Authority Audits 

Inadequate 
Control over 
Property and 
Equipment 
Continued 

Inadequate 
Control over 
Rental Collections 
and Rent 
Redeterminations 

10 

• Lee Housing Authority had not conducted an annual physical 
inventory of its property and equipment since July 1988, did not 
maintain adequate records of its fixed assets, and did not reflect 
the original cost of equipment items on its financial records. 
Without accurate recordkeeping and periodic physical counts, 
property items could be subject to loss or theft, with minimal 
possibility of recovery. 

• Needham Housing Authority had made little progress in address
ing a prior audit finding of inventory-control deficiencies. The 
Authority did not conduct annual physical inventories, did not 
maintain adequate records of its fixed assets, did not tag equip
ment items, and did not properly record fixed asset valuations. 
As a result, the Authority could not be assured that its property 
was adequately protected or accurately recorded on its books. 

• Wilbraham Housing Authority was cited in two previous audit 
reports for not maintaining adequate records of its fixed assets. 
The Authority still did not record required inventory-related in
formation on its property ledger cards. Without accurate 
recordkeeping. the possibility of recovering or receiving insurance 
compensation for lost or stolen property is substantially reduced. 

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 lost income to 
Authorities. 

• Bourne Housing Authority was not in compliance with EOCD's 
regulations concerning the maximum allowable rents payable to 
a private landlord in its Leased Housing Program. As a result, 
the Authority may have overpaid $3,886 to a landlord who was 
paid in excess of allowable rates. 

• Lee Housing Authority did not complete timely annual rent 
redeterminations for more than half the units in its Elderly 
Housing Programs. In addition, several tenants' files had rent 
calculation errors. As a result, the Authority lost at least $2.500 
in potential rental income. 

• Warren Housing Authority did not conduct annual rent determi
nations in a timely manner. In addition, rents paid to landlords 
in the Leased Housing Program were substantially more than the 
fair-market rents applicable to their units. 
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Noncompliance 
with State 
Regulations 

Authority Audits 

OSA reports disclosed that several Authorities were not in com
pliance with various state regulations. Such noncompliance could 
result in unnecessary or inappropriate expenditures or in increased 
risk to tenant health and safety. 

• Berkshire County Regional Housing Authority, contrary to Ex
ecutive Office of Communities and Development (EOCD) regula
tions, transferred $103,000 from three development programs to 
its Operations account to pay for expenses unrelated to develop
ment issues. The Authority made these transfers to meet its 
current operating expenses and to help offset cash flow problems 
resulting from an operating deficit of $93,302 for fiscal year 1990. 
By not obtaining EO CD's approval to transfer funds, even tempo
rarily, from development programs, the Authority inappropriately 
used funds for purposes other than those intended. 

• Bourne Housing Authority was in noncompliance with Article II 
of the State Sanitary Code which requires that annual inspec
tions of tenants' units be performed. As a result, potentially 
unsafe conditions could exist. 

• Holyoke Housing Authority loaned development funds to its 
management programs and deposited and spent development 
funds on a development program other than the one for which the 
monies had been earmarked. As a result, the Authority, contrary 
to EOCD regulations, used funds for purposes other than those 
intended. 

• Mendon Housing Authority, contrary to EOCD regulations and 
signed leased agreements, did not request or receive a copy of the 
liability insurance carried by landlords participating in its Leased 
Housing Program. The Authority therefore lacked assurance 
that its leased premises met the standards of the State Sanitary 
Code and that private landlords in the program assumed finan
cialliability for problems arising from lead paint in their units . 

• Methuen Housing Authority, contrary to EOCD regulations, did 
not conduct required annual inspections of all units in its state 
programs. As a result, the Authority could not be assured that 
health and safety deficiencies did not exist. 

1 1 



Authority Audits 

Noncompliance 
with Tenant
SelecHon 
Procedures; 
Delays In Renting 
Apartments 

12 

OSA reports disclosed that several housing authorities either did 
not adhere to certain Executive Office of Communities and Develop
ment (EOCD) regulations regarding tenant selection or did not 
move expeditiously to fill vacant apartments. These conditions 
could result in lost rental income to the Authorities, as well as in 
unnecessarily delaying entrance by eligible low-income persons into 
public housing. 

• Belchertown Housing Authority had been cited in a prior audit 
for excessive delays in filling eight vacant units. The current 
audit disclosed that the issue had not been resolved and that the 
Authority may have lost $2,431 during this audit period due to 
excessive delays in filling vacant units. 

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

• Hatfield Housing Authority lacked effective controls over its 
management of unit vacancies. Specifically, the Authority experi
enced excessive delays in filling vacant units, did not properly 
maintain its vacancy ledger, and did not have complete informa
tion on required tenant-selection forms. As a result, eligible 
tenants were deprived, at least temporarily, of housing and the 
Authority lost $2,141 in potential rental income. 

• Holyoke Housing Authority lost $3,968 in potential rental income 
because of excessive delays in preparing 32 of 35 vacant units for 
new tenants. The lost rental income contributed to increased 
deficits in two housing programs and, at least temporarily, de
prived eligible tenants of subsidized housing. 

• South Hadley Housing Authority had been cited in two previous 
audit reports for losing potential rental income due to excessive 
delays in preparing and filling vacant units. This lost rental 
income had resulted in increased deficits for the Authority's 
Elderly Housing Program. The current audit disclosed that the 
Authority lost potential rental income of $787 and delayed appli
cants' access to six units of housing. 

• Taunton Housing Authority had made some improvement in 
reducing delays in filling vacant apartments. However, the Au
thority still had a potential rental income loss of $6,572 due to 
excessive delays in preparing and filling 44 vacant units. This 
condition delayed access to housing for eligible applicants and 
contributed to increased deficits in the Authority's housing pro
grams. 
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Retention of 
Excess 
Development 
Funds 

Revenue Not 
Maxlmlzed/ 
Questionable 
Expenditures 

Auft10rfty Audits 

The Executive Office of Communities and Development (EO CD) 
advances funds to local housing authorities for the construction and 
upkeep of the Commonwealth's public housing units. When excess 
funds are not returned in a timely manner upon project completion, 
the Commonwealth is denied use of these funds that are provided 
through the sale of bonds on which the Commonwealth pays inter
est. During the report period, the following instance of retention of 
excess development funds was disclosed: 

• Natick Housing Authority, as noted in a prior audit, had been 
instructed in a 1988 EOCD directive to return $50,000 in excess 
development funds. As of the completion of the current audit pe
riod, the Authority, which is seeking permission to use the funds 
to purchase a computer system, had not complied. 

Prudent business practices, such as maximizing interest income 
and ensuring that travel and other expenditures are entirely justifi
able, increase monies available for services and minimize operating 
subsidies from the Commonwealth. The following are examples of 
failure to maximize interest and/or questionable expenditures: 

• Bay State Skills Corporation (BSSC) transferred to a publicly 
traded mutual fund $2.5 million from its investment account with 
the Massachusetts Municipal Depository Trust, which was cre
ated for the specific purpose of allowing agencies and Authorities 
the opportunity to benefit from current money-market yields 
while ensuring preservation of principal. BSSC ultimately 
earned approximately $147,000 less than it would have earned 
had the fund not been transferred. In addition, BSSC made this 
investment at the direction of its former Treasurer, who also 
represented the mutual fund to which the $2.5 million was trans
ferred, raising the question of a possible conflict of interest. (See 
p.62). 

• Bourne Housing Authority made housing assistance payments for 
a rental unit whose ownership was in dispute, and for which 
there was no signed lease. As a result of noncompliance with 
lease requirement regulations, as well as lack of timely action in 
resolving the property ownership dispute. the Authorit.v mad e 
$7,760 in questionable payments. 

13 



Authority Audits 

Revenue Not 
Maxlmlzed/ 
Questionable 
Expenditures 
Continued 

14 

• Holyoke Housing Authority made questionable reimbursements 
to its employees. Certain employees were reimbursed $3.25 per 
day in travel expenditures regardless of actual miles driven. For 
example, one employee was reimbursed $3.25 daily for trips of 4 
miles, whereas under the Executive Office of Communities and 
Development rate of $.22 per mile, the cost to the Authority 
would have been only $.88 per day. Furthermore, the Authority 
stated that it was allowing reimbursements for lodgings and 
meals in accordance with official City of Holyoke policy, when, in 
fact, Holyoke travel policy did not allow for such reimbursements . 

• Holyoke Housing Authority made payments in excess of origi
nally contracted amounts by exceeding basic fees paid to one 
architect by $45,037 and to a second architect by $13,680. The 
Authority did not have amendments to either contract authoriz
ing changes to the original contract amounts. 

• Holyoke Housing Authority, contrary to EOCD instructions, did 
not bill tenants for the use of air conditioners. As a result, the 
Authority lost approximately $4,590 and required an additional 
state subsidy. 

• Lee Housing Authority made a questionable payment of$I,587 to 
its former Executive Director for sick, compensatory, and per
sonal time. 

• Mattapoisett Housing Authority paid $4,243 to a former Execu
tive Director for travel reimbursements that were not accompa
nied by adequate supporting documentation, that were excessive, 
or that were not allowed under EOCD regulations. In addition, 
$3,575 in petty cash reimbursements to this Executive Director 
lacked sufficient documentation to ensure that expenditures were 
business-related. 

• Methuen Housing Authority executed contracts with its Director 
of Modernization and its Executive Director, which were not ap
proved by EOCD or HUD and did not conform to EOCD and HUD 
requirements governing travel and related expenses. The Direc
tor of Modernization's contract provided a monthly allowance of 
$200 for the use of a personal vehicle. The Executive Director's 
contract allowed travel compensation "for reasonable expenses 
incurred in the conduct of his duties as Executive Director." 
EOCD policy sets the reimbursable rate for travel at $.22 per 
mile and specifically prohibits calculation at a flat rate. In addi
tion, the Authority advanced $1,482 for the travel expenses of 
spouses and guests who accompanied Authority personnel on 
housing-related conference trips, a practice that is not allowed 
under EOCD regulations. 
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Authority Audits 

• Sandwich Housing Authority paid its Executive Director R total of 
$1,993 in unauthorized compensation, contrary to EOCD direc
tives. The Authority had paid this individual $20 per hour rather 
than the EO CD-approved rate of $14.25. 

• Warren Housing Authority paid inadequately documented dam
age claims submitted by landlords. As a result, the Authority 
may have expended $1,993 in program funds for normal mainte
nance expenditures that should have been paid by the landlords. 

• Warren Housing Authority deposited funds in a non-interest
bearing account. As a result, the Authority lost the opportunity 
to earn an estimated $819 in interest income. 

15 



Authorfty Audits 

Prior Audit Results: Corrective Actions 

Agawam Housing 
Authority 

Bedford Housing 
Authority 

Belchertown 
Housing Authority 

Berkshire County 
Regional Housing 
Authority 

Beverly Housing 
Authority 

16 

A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. Housing authori
ties have been particularly responsive to OSA recommendations 
and in most instances have moved expeditiously to improve their 
financial management practices, as indicated in the following 
examples: 

• The Authority has improved its tenant-selection procedures by 
making determinations of eligibility based on current informa
tion, by updating its waiting list on a regular basis, and by as
signing housing only to eligible applicants. 

• The Authority has strengthened controls over procurement 
procedures by soliciting three bid proposals, as required; by main
taining proper records of solicitations made; by selecting the 
lowest bidder; and by executing detailed, written contractual 
agreements. 

• The Authority completed and properly dated all inspection re
ports. 

• The Authority has strengthened its administrative controls by 
developing a Management Plan for operational functions. 

• The Authority has improved the safeguarding of its fixed assets 
by tagging all equipment, recording required inventory informa
tion on appropriate financial documents, and establishing a card 
system for the recording of furniture and equipment holdings and 
acquisitions. 

• The Authority has strengthened administrative controls by 
accurately recording audit adjustments and properly maintaining 
books of account. 

• The Authority has strengthened controls over its fixed assets by 
conducting a complete physical inventory, updating inventory 
records, and properly accounting for the purchase of a tractor, the 
cost of which had not previously been allocated to the proper ac
count. 



Bourne Housing 
Authority 

Easthampton 
Housing Authority 

Gloucester 
Housing Authority 

Halifax Housing 
Authority 

Hampshire County 
Regional Housing 
Authority 

Authorfty Audits 

• The Authority's Executive Director has refunded $2,000 that had 
improperly been paid as compensation for additional services. 

• The Authority has enhanced its revenues by substantially reduc
ing delinquent rents. 

• The Authority has improved the safeguarding of its property and 
equipment by conducting annual physical inventories, properly 
tagging equipment, establishing or updating equipment record 
cards, and recording the value of the items on the Authority's 
financial records. 

• The Authority has made substantial progress in addressing 
safety and upkeep issues at four units in its Family Scattered
Site Housing Program. 

• The Authority has improved the safeguarding of its property and 
equipment by conducting annual physical inventories and by es
tablishing or updating equipment record cards. 

• The Authority has taken steps to improve the safeguarding of its 
property and equipment. Although it has yet to value its inven
tory and reflect these values in its financial statements, the 
Authority has conducted annual physical inventories, tagged 
equipment, and updated inventory records. 

• The Authority has improved its administrative controls and 
enhanced its revenues by expending development costs within 
contract limitations and by substantially reducing delinquent 
rents. 

• The Authority has remitted to the Commonwealth $176,809 in 
excess development funds for two completed projects. 

• The Authority has satisfactorily addressed safety and mainte
nance problems at a scattered-site family housing unit by making 
major structural repairs to the foundation of the house. as well as 
completing routine repairs and cleaning. 

17 
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• The Authority now has sufficient income and deductions docu
mentation to support its rent-determination computations and 
has discontinued its practice of rounding off dollar amounts up to 
the next highest dollar. 

• The Authority has improved the safeguarding of property and 
equipment by tagging all of its furniture and equipment items 
and establishing an inventory list that includes either the origi
nal cost or the fair market value of all items. The Authority has 
yet, however, to reflect the total value of equipment items on the 
financial reports it submits to EOCD. 

• The Authority has strengthened its administrative controls by 
establishing written policies concerning employees' sick time and 
vacation leave, requiring all employees to complete weekly atten
dance sheets, and more closely monitoring washer/dryer vendor 
proceeds. 

• The Authority has improved the safeguarding of its property and 
equipment by conducting annual inventories, keeping complete 
inventory records, and tagging all furniture and equipment. 

• The Authority has assisted applicants and tenants, and has 
increased potential rental income, by more promptly preparing 
and filling vacant units. In addition, the Authority is maintain
ing all required documents in tenants' files . 

• The Authority has improved the accuracy of its rent determina
tions by adequately documenting its computations, by maintain
ing all required documents in tenants' files, and by performing 
annual rent re-determinations. 

• The Authority has complied with EOCD regulations regarding 
air-conditioner surcharges by verifying the number of units with 
air conditioners and properly assessing charges for air conditioner 
use . 
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Wilbraham 
Housing Authority 

Winchester 
Housing Authority 

Authority Audits 

• The Authority has properly returned to the Commonwealth 
$72,955 in development funds which remained after project con
struction was completed. 

• The Authority has improved control over its travel account by 
adequately documenting reimbursements for employee travel and 
by spending within the amount budgeted for this account. 

• The Authority has improved the safeguarding of its assets by 
maintaining bank deposits within the maximum insured amount 
of $100,000. 

19 
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The fO,llowing is an update of planned and ongoing special OSA 
initiatives in the area of Authority audits: 

• The OSA is continuing an audit of major capital improvement 
projects administered by the MBTA that are 100% state-funded. 
Projects under review include, but are not limited to, the North 
Station Platform/Garage Project, the South Station Rehabilita
tion Project, the Lynn Central Square Station and Garage Proj
ect, 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 completing a review of several areas within the 
MHF A, including the status and impact on operations of non
performing or uncollectible loans, implementation of single- and 
multi-family programs, compliance with MHFA policy regarding 
transfer of property from a non-profit to a limited-profit entity, 
and procedures for bidding and awarding all professional con
tracts. In addition, as part of a statewide review of short-term 
and long-term debt financing, the OSA is evaluating the bond 
issuance structure at MHF A. 

• The OSA is completing a review of several areas within the 
Massachusetts Turnpike Authority, including its procurement 
reform initiatives; construction contract award process; toll collec
tion controls and procedures; policies related to the procurement 
and disposition of motor vehicles, heavy equipment, other mainte
nance equipment, and office furnishings; and administrative 
policies and procedures governing travel and entertainment. In 
addition, as part of a statewide review of short-term and long
term debt financing, the OSA is evaluating the bond issuance 
structure at the Authority. 

• The OSA plans to initiate a review of the cost, schedules, and 
performance of the various aspects of the harbor clean-up project. 
The audit will examine the MWRA's Project Construction and 
Management Contract, with emphasis on the Incentive Fee Plan 
established between the Authority and the contractor. 
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Authorfty Audits 

• The OSA has begun to conduct audits at several redevelopment 
authorities and planning commissions. These audits will review 
fiscal operations, as well as compliance with enabling legislation 
and grant agreements. 

• The OSA, jointly with the Office of the Inspector General, has 
begun a statewide review of regional transit authorities, with 
particular emphasis on contract bidding and awarding processes. 
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Education Audits 
During the report period, the OSA re

leased seven audits pertaining to public edu
cation, including three audits of fmancial as
sistance programs and one review pursuant 
to Chapter 647's requirements regarding the 
reporting of missing funds or property. 

Two of the seven audits review Electronic 
Data Processing (EDP) activities and are de
tailed in the EDP Audit section on page 54. 
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Audit Results 

Inadequate 
Controls over 
Property and 
Equipment 

Noncompliance 
with Federal 
Regulations 
Regarding Student 
Financial 
Assistance 

Education Audits 

One education audit revealed deficiencies pertaining to internal 
controls over physical property and equipment. Such weaknesses 
can create vulnerabilities to waste and illegal acts. 

• Worcester State College had an inadequate system of physical 
security controls for its Alumni House, which contributed to an 
environment in which equipment was susceptible to theft. A 
break-in did occur, resulting in the theft of computer equipment 
valued at $10,880. The College has since installed locking de
vices for all computer equipment located in the house and has 
obtained proposals for the installation of an alarm system for the 
building. (This review was conducted pursuant to Chapter 647 of 
the Acts of 1989. See p. 65). 

OSA audits revealed numerous deficiencies pertaining to internal 
controls over student fmancial assistance programs resulting in 
violations of federal regulations. Schools participating in the fed
eral 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 immedi
ate needs only and to disburse 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. This in turn could limit educational oppor
tunities for students. Examples of deficiencies include: 

• Framingham State College did not, in all instances, complete the 
verification process for students receiving federal assistance. 
Without a proper verification process, the College could not be 
assured that it properly awarded all federal student assistance 
funds . 

• Framingham State College did not promptly notify lenders of 
Guaranteed Student Loans of changes in the enrollment status of 
students. A review of ten student files revealed that the enroll
ment status of four students who had completed their course of 
study in December was not changed until the students graduated 
in May, in violation of federal regulations. As a result, lenders 
were unable to promptly begin collection procedures for school 
loans, whose repayment is scheduled to begin six months after 
the student ceases to be enrolled at least half-time. 

23 
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• Roxbury Community College did not reconcile its quarterly U.S. 

Department of Education (DOE) Payment Management System 
reports, Fiscal Operations reports, and Institutional Payment 
Summary and Related Payment Documents with its program and 
financial records. As a result of variances between these records 
and the three required fiscal reports, the College could not be 
assured that its awards were within levels authorized by the 
DOE, and overpayments of$27,354 and underpayments of 
$23,029 were made. 

• Roxbury Community College needed to improve its maintenance 
of student files with respect to required documentation. Review 
of student files and records disclosed missing documents (award 
letter and applications), incomplete forms, and College Work
Study payroll miscalculations. Federal regulations require 
institutions to maintain proper documentation collectively and 
individually for students receiving assistance in order to ensure 
that federal grants are equitably awarded. 

• Roxbury Community College needed to improve its cash-manage
ment system regarding the drawdown and disbursement of 
federal funds. Review of six drawdowns revealed that two 
drawdowns were $9,500 less and $7,353 less than the amount the 
College actually disbursed. Under federal regulations, the Col
lege could have requested funds sufficient to serve all eligible 
students, as long as funds were disbursed within three days, with 
any excess cash returned to the U.S. Department of Education. 
As the College did not request adequate funds, it was forced to 
expend its own monies rather than deny eligible students finan
cial assistance. 

• Worcester State College had a recorded cash accountability 
variance of $209,000 less than indicated by the records of the 
U.S. Department of Education (DOE). Failure by the College to 
respond within 30 days to a DOC memorandum addressing this 
variance resulted in DOC's disallowing the College from drawing 
additional funds until the difference in cash accountability was 
resolved. Subsequent to the OSA review, the College accounted 
for $115,000 and was continuing its efforts to resolve the remain
ing $94,000 variance. 
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Education Audits 

Prior Audit Results: Corrective Actions 

Cape Cod 
Community 
College 

Framingham State 
College 

Roxbury 
Community 
College 

Worcester State 
College 

A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. The following 
schools implemented the OSA's prior audit recommendations: 

• The College has sought and gained approval from the Office of 
the Attorney General to write off a major portion of old, uncollect
ible accounts receivable, and it also has cancelled invalid ac
counts receivable for students who had withdrawn from the 
College. 

• The College has taken corrective action on the eleven deficiencies 
cited in a prior audit report, thereby strengthening cash manage
ment, loan administration, and general compliance with federal 
regulations for financial assistance. 

• The College has resolved a billing matter with the U.S. Depart
ment of Education in which the College was erroneously charged 
an additional $11,900 interest on a prior settlement. 

• The College has corrected seven prior deficiencies in its federal 
student financial assistance programs, thereby increasing compli
ance with federal regulations in the areas of expenditure and rec
onciliation controls, needs and eligibility determination, and 
action on loans in default. 

25 
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The following is an update of planned and ongoing initiatives in 
the area of education: 

• The OSA is nearing completion of a comprehensive review of the 
four state college and university building authorities (University 
of Massachusetts Building Authority, the Massachusetts State 
Colleges Building Authority, the University of Lowell Building 
Authority, and the Southeastern Massachusetts University Build
ing Authority). This audit is reviewing each Authority's room
and-board determination process, fixed asset control system, cash 
and investment management practices, contract bidding and 
awarding process for all professional contracts, and insurance 
premium costs in order to determine if a "blanket policy" would be 
less costly. The audit will also evaluate whether the building 
authorities should be consolidated in order to achieve greater 
operating efficiency and fiscal savings. 

• The OSA is continuing audits of federal student financial assis
tance programs at thirteen public colleges during fiscal year 1992. 
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Human Services 
Audits 

During the audit report period, the OSA 
released fourteen reports pertaining to 
human services activities, nine of which 
contained audit results. These reports 
revealed deficiencies in such areas as ac
counting and administrative controls, pro
gram oversight, and controls over property 
and equipment. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Human Services Audits 

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

• Belchertown State School, in reimbursing employees for travel 
costs, exceeded the mileage allowances permitted by its own 
travel reimbursement policy. As a result, employees were over
compensated for travel costs. 

• Commonwealth Service Corps, a program within the Executive 
Office of Communities and Development (EOCD), lacked an effec
tive system of internal controls and was therefore vulnerable to 
the misappropriation of funds. Specifically, a former program ad
ministrator was able to divert over $500,000 into a personal bank 
account over an eight-year period. This theft was possible due to 
the lack of segregation of duties over the authorization, recording, 
and payment functions of the program; a lack of oversight by 
EOCD; and the absence of any program review. (This review was 
conducted pursuant to Chapter 647 ofthe Acts of 1989. See p. 
63). 

• The Massachusetts Treatment Center at Bridgewater did not 
generate a monthly trial balance of individual patient accounts to 
compare with patient funds held on deposit. Without such a trial 
balance, the Center could not determine whether patient account 
balances equaled patient funds on deposit. 

• The Massachusetts Treatment Center at Bridgewater did not 
remit unclaimed patient funds totaling $1,055 as of June 30, 
1990 to the State Treasurer as required by the State Comptrol
ler's Office. 
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All entities are required to keep complete inventories of equip
ment, 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: 

• Massachusetts Commission for the Blind's Ferguson Industries 
Program did not implement adequate internal controls over its 
property, equipment, and raw materials as required by the State 
Comptroller's Office. As a result, the Commission could not be 
assured that these assets were properly safeguarded against loss 
or unauthorized use or that they were accurately reported on the 
records of the Commonwealth. 

• Massachusetts Treatment Center at Bridgewater lacked ade
quate internal accounting controls over its property and equip
ment. Specifically, the Center did not tag its physical property. 
As a result, the Center could not be assured that its assets were 
properly safeguarded against loss or unauthorized use. 

In addition to financial and statutory compliance, OSA audits 
help to ensure that state-funded programs are providing appropri
ate and cost-effective services to their clients. The following audits 
disclosed inadequate monitoring of either vendor contracts or ven
dor program performance: 

• The Architectural Access Board (AAB) did not conduct follow-up 
inspections, nor did it respond immediately to reports of viola
tions. While AAB had developed and implemented an automated 
complaint tracking system, it was still dependent on local build
ing inspectors to conduct follow-up inspections. As a result, the 
Board was not adequately monitoring compliance with its rulings. 

• The Architectural Access Board did not provide adequate training 
and technical assistance to state and local building inspectors, 
professional groups, public officials, and state agencies. In re
sponse to a prior audit finding, AAB had developed a professional 
training package and conducted a series of 10 seminars. How
ever, a lack of funding has severely limited its ability to continue 
to provide this training and technical assistance. 

• The Architectural Access Board did not maintain a list of local 
building inspectors who issued permits for buildings later found 
to be in violation of AAB's standards. As a result, the AAB had 
difficulty in following up on past violations and in tracking in
spectors who repeatedly violate AAB standards. 
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Human Services Audits 

• The Center for Human Development, Inc. needed to strengthen 
monitoring clients' files in its Alternative Detention Program. 
Specifically, clients' master files were missing certain records 
which the contract requires such as legal authority to accept and 
detain a youth, individual spending plans, medical consent forms, 
and documentation of court dispositions. As a result, the Center 
could not be assured that individual client records were complete 
and of use in addressing clients' needs. 

• The Massachusetts Treatment Center at Bridgewater lacked 
control in monitoring its contract with Goldberg Medical Associ
ates. Specifically, documentation was inadequate to ensure that 
physicians provided medical care for at least 20 hours a week and 
that al1supporting services were performed. 

• The Massachusetts Treatment Center at Bridgewater, in monitor
ing its contract with Human Services Cooperative, Inc., did not 
ensure that contractually required time and attendance records for 
each employee were maintained to document personnel costs. In 
addition, Human Services Cooperative billed the Center for excess 
mileage costs. As a result of the lack of internal controls over 
these contracts, the Center had little assurance that contracted 
services were performed and that charges were appropriate . 

Prudent business practices, such as maximizing interest income, 
increase monies available for services and minimize the need for 
supplemental funds. The following instances of failure to maximize 
revenues were noted: 

• The Massachusetts Mental Health Center did not comply with 
requirements for depositing income, taking up to nine weeks to 
transfer deposits to the State Treasurer's Office. Although the 
Center had received approval pursuant to Chapter 30 of the Mas
sachusetts General Laws for weekly, rather than daily, deposits it 
continued, as disclosed in a prior audit, to be in violation of 
weekly-deposit requirements. As a result, the Commonwealth lost 
the timely use of these funds and any interest accrued. 

• The Massachusetts Treatment Center at Bridgewater maintained 
three of its four custodial funds (the patient. canteen. and cluh 
account funds) in non-interest-bearing accounts . After a similar 
prior audit finding, the Center had established a cash manage
ment policy and had transferred the fourth custodial fund, the gift 
shop account fund, to an interest-bearing account. However, the 
Center lost approximately $2,600 in potential interest income on 
the three remaining funds, income that could have been used for 
the benefit of its patients. 
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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 recognize 
agency compliance with OSA recommendations. Among the human 
services entities that implemented the OSA's recommendations 
were the following: 

• The Board has adopted policies and procedures that ensure 
participation from the disabled community throughout the deci
sion-making process. In addition, physically disabled persons 
now constitute a majority of the Board's membership. 

• The Board has adopted formalized hearing procedures which 
include specific time frames for the resolution of complaints. 

• The Board is now complying with its own regulations regarding 
the use of advisory opinions. 

• The Board is now maintaining accurate taped and written rec
ords of its meetings. 

• The Board has obtained the necessary technical expertise to 
make fair and equitable decisions regarding accessible designs . 

• The School has improved internal controls over its Residents' 
Fund by improving documentation over expenditures made from 
the fund, by maintaining perpetual inventory records of residents' 
belongings, by documenting the final disposition of deceased resi
dents' valuables, and by investing in interest-bearing accounts 
any funds in excess of the recommended balance of$150 for an 
individual resident. 

• The School has improved accounting controls at its Career Serv
ices program by entering into a written contract with its soft
drink vendor, by reconciling vending machine income to machine 
meter readings and inventory, by issuing pre-numbered sales 
receipts, and by verifying deposits for accuracy. 

• The School has improved controls over its equipment and prop
erty inventory. As a result, its gasoline inventory showed only R 

minimal variance; a materials and supplies inventory was taken 
in compliance with State Comptroller's requirements; transfers (If 
equipment were documented; and equipment items were tagged 
and listed on inventory records. 
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Human Services Audits 

• The School has improved controls over the distribution of payroll 
checks. 

• The School has improved administrative and recordkeeping 
controls over its Budgetary Control Register and records of em
ployees'/residents' benefits. 

• The Commission has improved internal controls over property 
and equipment by maintaining current inventory records, tagging 
equipment items, and recording valuations on required docu
ments. 

• The Commission has recouped a $622 overpayment that was 
made to a vendor. 

• The Center is no longer making expenditures for maintenance 
costs from funds that are reserved for patients' entertainment 
and recreation. 

• The Center is no longer using the current year's appropriation to 
pay for obligations from the prior year. 

• The Hospital has reduced canteen inventory variances by adopt
ing OSA recommendations to take a monthly canteen inventory 
and reconcile it to the canteen's stock ledger. 

• The Hospital is now maintaining adequate controls over its 
equipment and safeguarding all goods and materials in the phar
macy and general storeroom. 
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The following is an update of planned and ongoing initiatives in 
the area of human services: 

• The OSA, as mandated by Chapter 75 of the Acts of 1990, is 
preparing an analysis and evaluation of the state's employment 
and training program, "ET-Choices". The evaluation includes an 
analysis of existing incentives and disincentives to economic inde
pendence, types of employment positions offered or filled, and 
success and failure rates. The evaluation also includes an exami
nation of the supportive services offered to participants ofthe 
program, such as day care and medical care, and an analysis of 
the program costs. An Interim Report has been issued and is 
available from the Office of the State Auditor at 727-2075. 

• The OSA has begun an audit that will examine the effectiveness 
of state agencies' oversight practices and procedures relative to 
nursing homes. It will survey the universe of skilled nursing and 
intermediate care facilities under the jurisdiction of various state 
agencies. It will determine the amount of money owed these fa
cilities and the age of these payables. The audit will also review 
the criteria and methodology used for selecting facilities for 
inspection, the adequacy of the inspection procedures, and the 
frequency of inspections. 

• The OSA is continuing a performance audit relative to the proc
ess for awarding state contracts to human services vendors . The 
audit will assess the adequacy of administrative controls over the 
procurement of services. Selected state agencies and provider 
vendors are being reviewed for compliance with policies and pro
cedures, as well as with prescribed and acceptable practices. 
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Judiciary flaw 
Enforcement Audits 

Fourteen judiciary/law enforcement 
audits were released during the report 
period, seven of which identified deficiencies 
in the areas of accounting, administration, 
and inventory controls. Included was a per
formance review of the Committee for Public 
Counsel Services, the state agency respon
sible for providing legal services to indigent 
persons who are entitled by law to be repre
sented by legal counsel. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Judiciary/Law Enforcement Audits 

Judiciary/law enforcement reports revealed various internal 
control weaknesses that create vulnerability to waste and misman
agement and may result in lost revenues . For example: 

• Charlestown District Court's Clerk's Office did not promptly 
record in its cash journal the disbursement of funds made during 
March, 1991. Prompt recording of disbursements is required by 
law in order to ensure that financial records accurately reflect 
funds available for expenditure: 

• Charlestown District Court did not annually review its bail book 
for forfeited or unclaimed bail, resulting in 36 cases totalling 
$5,020 remaining in the bail book for over five years. Unclaimed 
bails over five years old are required to be remitted to the Com
monwealth to ensure control over the funds and to maximize 
interest. 

• Charlestown District Court's Clerk's Office did not prepare bank 
reconciliations for April, 1990 through March, 1991, and its Pro
bation Office did not prepare bank reconciliations for January, 
1991 through March, 1991. AB a result, the accuracy of its finan
cial records could not be ensured. 

• The Committee for Public Counsel Services (CPCS) did not ade
quately verify the accuracy of private attorneys' bills and, as a 
result, may have been overbilled as much as $500,000. In accor
dance with Chapter 211D of the MGLs, CPCS had established a 
compensation system for paying private attorneys assigned to 
defend indigent clients, but had not created formal written proce
dures regarding audits of attorneys' bills. Therefore, there were 
no guidelines in place to verify the accuracy of these bills and no 
criteria to determine whether an attorney should be audited. 
Fifty of the 132 attorneys reviewed had billed and received pay
ments, on 283 separate occasions, for more than 24 hours of legal 
service in one day. Moreover, 3 of these 50 attorneys billed and 
received payment for 79 .75, 68.5, and 51 hours of work in R single 
day. CPCS, by not adequately verifying the accuracy of bills 
received from private attorneys, could not be assured that all the 
compensation paid these attorneys was for services actually pro
vided to clients. 
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• The Committee For Public Counsel Services (CPCS) did not fully 
meet its mandated responsibility under Chapter 211D, MGLs to 
evaluate attorneys' performance. Although CPCS had estab
lished procedures to monitor and evaluate its staff attorneys, 18 
of these 25 attorneys had not had the number of reviews required 
under CPCS's own procedures. For those private attorneys with 
whom CPCS contracted for services, responsibility for evaluation 
was delegated to 12 county bar advocate programs. Although 
CPCS provided these programs with $473,595 during fiscal years 
1988 and 1989 to, among other things, evaluate the performance 
of the private attorneys, the required evaluations were never 
provided to CPCS, despite repeated requests. As a result, CPCS 
cannot be assured that its clients received adequate and compe
tent legal services and, furthermore, CPCS spent some portion of 
the $473,595 for services it did not receive. 

• The Committee For Public Counsel Services (CPCS), due to the 
judicial system's ineffective methods for determining client eligi
bility, may have provided state-funded legal counsel to ineligible 
individuals. Chapter 211D, MGLs requires CPCS to provide legal 
counsel to all individuals with felony indictments deemed by a 
judge to meet the definition of indigency. However, according to 
CPCS officials, anecdotal information indicates that sume judges, 
in order to speed up the legal process, provided state-funded legal 
counsel to individuals who did not meet this definition. As a 
result, a portion of the $76.8 million that CPCS expended on legal 
services from July 1,1987 to June 30, 1990 may have been spent 
to represent ineligible individuals. 

• The Essex County District Attorney's Office lacked sufficient 
documentation of empluyees' weekly attendance. Prior audit re
ports had recommended that the Office maintain complete and 
accurate records in order to support payroll expenditures. 

• Massachusetts Correctional Industries improperly used $299,712 
of fiscal year 1990 appropriation account funds to purchase mate
rials that should have been charged to its retained revenue 
account. Conversely, approximately $850,000 from its retained 
revenue account in fiscal year 1989 was improperly used to 
purchase materials that should have been charged to the appro
priation account. These expenditures are contrary to statutes 
governing the use and disposition of funds . Furthermore, the 
$299,712 expenditure resulted in fiscal year 1990 expenditures 
being overstated by 8%. 
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• Massachusetts Correctional Industries, contrary to the Office of 
the Comptroller's instructions for closing out the Common
wealth's fiscal year 1990 accounts, charged to its fiscal year 1990 
accounts $5,165 of purchases that were delivered during fiscal 
year 1991. A proper end-of-year accounting is necessary to 
ensure that the Commonwealth's fiscal position is accurately 
portrayed. 

• West Roxbury District Court did not deposit receipts on a daily 
basis as required by the Trial Court's Fiscal Systems Manual in 
order to ensure control over the funds and to maximize interest. 

• West Roxbury District Court had unclaimed bail funds dating 
back to 1982, in noncompliance with the Fiscal System Manual 
procedures, which require that unclaimed bails over five years old 
be remitted to the Commonwealth in order to ensure control over 
the funds and to maximize interest. 

The State Comptroller's Policy Manual requires that all state 
entities keep complete inventories and tag equipment in order to 
ensure that property is safeguarded and used for its intended 
purposes. Reports which identified areas where inventory controls 
needed improvements include: 

• The Committee on Criminal Justice did not conduct the required 
annual physical inventories of its equipment or maintain suffi
cient inventory records. AP, a result of this condition, which was 
noted in a prior audit report, there was no assurance that the 
Committee's assets were protected against loss or were accurately 
reported on the books of tile Commonwealth. 

• Massachusetts Correctional Institute-Cedar Junction lacked 
adequate internal controls over food inventory, resulting in food 
inventory shortages. Inventories for fiscal year 1990 and the first 
two quarters of fiscal year 1991 disclosed that shortages ranged 
from $185 to $6,747 and totalled $23,472. As inventory records 
appeared to have been properly maintained, the cause of the in
ventory shortages was probably due to unrecorded or unauthor
ized withdrawals from the food warehouse. 

• West Roxbury District Court's Clerk-Magistrate's Office had nol 
conducted an annual physical inventory since 1989 and had not 
tagged its property and equipment, As a result, the Office's 
assets were exposed to possible loss and to unauthorized use or 
disposition. 
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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 recognize 
agency compliance with OSA recommendations. Among the judicial 
system entities that implemented the OSA's recommendations 
contained in prior audit reports were the following: 

• The Committee is now maintaining all "03" consultant contracts 
in accordance with Executive Office of Administration and Fi
nance requirements. 

• The Committee has established internal control policies and 
procedures to ensure accurate allocations of payroll expenses and 
supervisory review and approval of employee attendance records . 

• The Committee has established adequate internal controls over 
the management of its advance accounts. 

• The Committee has implemented the necessary internal control 
procedures regarding cash disbursements to ensure the segrega
tion of duties, to control cost allocation, and to pursue the recov
ery of duplicate payments. 

• The Office is now obtaining all necessary authorized signatures 
prior to the processing of checks and is filing the required quar
terly financial reports on drug forfeiture activity. 

• The Office is no longer entering into lease-purchase agreements 
for equipment. 



Initiatives 

Court Facility 
Rental Accounts 

Department of 
Correction: 
Overcrowding 
Relief Program 

DIstrict Courts: 
Controls over 
Probation Fees 

Forfeited 
Properties 

Judiciary/Law Enforcement Audits 

Listed below are planned and ongoing initiatives in the areas of 
the judiciary, law enforcement, and corrections. 

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

• The OSA has begun a review of the Department of Correction's 
County and State Overcrowding Relief Program. The objective 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 87A and 99, of the General Laws, as 
amended, that pertain to the probation fee process; (2) the stan
dards and procedures in monitoring court orders applicable to 
probation fees; (3) the procedures used by Chief Probation Offi
cers or their representatives in disseminating support orders/ 
restitution information to the district court; (4) whether commu
nity service work programs have been established and the effec
tiveness of such programs; and (5) the adequacy of controls over 
the collection of fees, including a determination of whether waiv
ers, if any, are supported by documentation and are made in 
accordance with prescribed requirements. 

• The OSA will review the Commonwealth's policies and proce
dures governing forfeited properties. The audit will focus on ex 
isting internal controls and will seek to determine agency compli
ance with Chapter 94C, Section 47 , of the MGLs . 
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• 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, juve
nile, 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 uniform recommenda
tions can be made. 



Judiciary/Law Enforcement Audits 
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Other Audit 
Reports 

During the report period, the OSA re
leased thirteen other audits pertaining to 
various entities. These reports included the 
annual Tax Cap Determination and two 
special audits of municipalities conducted at 
their request, as well as reports on various 
state boards. agencies, and commissions. 
These reports revealed weaknesses in 
accounting and administrative controls, 
inadequate control over property and equip
ment, and noncompliance with state laws 
and regulations. 



Audit Results 

Inadequate 
AccounHng and 
AdmlnlstraHve 
Controls 

Other Audit Reports 

Adequate accounting and administrative controls help to ensure 
that state funds are being spent properly and efficiently. Several 
reports during this period identified accounting, recorcikeeping, and 
other internal control weaknesses. Examples include: 

• The Division of Insurance had weaknesses in its cash and reve
nue management, resulting in the untimely deposit of receipts to 
the State Treasurer. While the Division had made marked im
provement in the depositing of insurance agents' application fees, 
a two-week delay still existed. To ensure that funds are safe
guarded and interest is maximized, all revenue should be depos
ited and transmitted to the State Treasurer upon receipt, 
whether or not the licensing and certification process has been 
completed. 

• The Division of Insurance lacked adequate internal controls over 
its advance funds . Specifically, the Division's advance-fund ac
counting records were not prepared in accordance with the Mas
sachusetts Management Accounting and Reporting System 
(MMARS); advance-fund checks and the Commissioner's signa
ture stamp were accessible to unauthorized personnel; and inade
quate segregation of duties and improper supervision existed 
relative to the funds' management. As a result, four checks from 
the Division's travel-advance checking account were written, 
totalling $875, by an unauthorized employee. This action was 
referred by the Division to the Attorney General's Office and to 
the OSA pursuant to Chapter 647 of the Acts of 1989. (See p. 64) 

• The Division of Marine Fisheries did not have adequate internal 
controls over its advance funds, nor did it comply with the State 
Comptroller's instructions for advance funds. Specifically, the 
Division did not conduct reconciliations of bank statements, make 
an accounting of its advance funds within the time allotted by the 
State Comptroller, properly segregate the duties of managing its 
advance funds, or adequately supervise its advance-fund opera
tions. These deficiencies made it possible for an employee to 
write five unauthorized checks against the advance fund's check
ing account. (This review was conducted pursuant to Chapter 
647 of the Acts of 1989. See p. 64). 

• The Division of Marine Fisheries lacked adequate controls over 
its revenue receipts . Specifically, the Division held revenues 
three to five days before depositing them in its checking account, 
did not promptly transfer its revenues to the State Treasurer, did 
not post $13,755 in permit revenues in its cash journal or forward 
these revenues to the State Treasurer, and did not perform 
monthly reconciliations between its depository transfer account 
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and its bank statement. Without such appropriate revenue 
controls, there was no assurance that public funds were properly 
collected, deposited, and reported and that assets were safe
guarded and accurately disclosed on financial statements. 

• The Division of Marine Fisheries, despite the fact that it collected 
revenues in excess of $2.3 million in fiscal year 1990, had been 
without its blanket fidelity bond coverage for employees since 
1988. Such insurance indemnifies the Division against losses 
resulting from embezzlement by employees. The State Comptrol
ler's Internal Control Guide for Departments states that depart
ments should ensure that all individuals in a position to receive 
cash are bonded. 

• The Town of Nahant lacked sufficient control over the collection 
of revenue from parking violation tickets and delinquent motor 
vehicle and boat excise taxes. Specifically, the Parking Clerk did 
not: maintain quarterly reports that itemize the tickets paid, 
their amounts, and tickets still outstanding; report non-payers to 
the Registry of Motor Vehicles as required; submit monthly 
reports of uncollected warrants; and require that all collections be 
made payable to the Town. Because of these deficiencies, the 
Town had limited assurance that it was receiving all the revenue 
to which it was entitled. 

• The Town of Nahant lacked sufficient internal controls over its 
payroll records. Specifically, department heads did not verify the 
payrolls before payments were made to employees as required by 
law, and time records did not indicate employees' arrival and de
parture times. As a result, the Town could not be assured that 
actual work hours were adhered to, that time off was approved, 
and that employees were paid for hours worked. 

• The Transportation Building Management Fund was inade
quately administered by the Division of Capital Planning and 
Operations (DCPO) and the Massachusetts Port Authority (Mass
port), resulting in the Commonwealth's incurring excessive ex
penses. As manager of the Fund, DCPO has annually awarded 
Massport a series of one-year contracts to act as building man
ager of the State Transportation Building. Pursuant to those 
contracts, $127,000 in excessive expenses were incurred Rf> a 
result of Massport's not selecting the lowest qualified and eligible 
bidder for two of the nine building-service subcontracts reviewed 
by the OSA. State law and prudent fmancial practice dictate that 
competitively bid contracts be awarded to the lowest qualified 
bidder. In the above two contracts, the OSA determined that 
Massport chose a more expensive bidder although a qualified 
lower bidder was available. 



Inadequate 
Control over 
Property and 
Equipment 

Other AudIt Reports 

The State Comptroller's Policy Manual requires allstate entities 
to keep complete inventories and to tag equipment in order to 
ensure that property is safeguarded and used for its intended 
purposes. Reports which identified areas where inventory controls 
needed improvements include: 

• The Division oflnsurance did not comply with the State Comp
troller's policy regarding physical inventory. Specifically, the Di
vision did not conduct an annual physical inventory of its fixed 
assets in fiscal year 1990; did not attach cost figures to its inven
tory items listed; did not specify the location of certain inventory 
items; and did not always tag equipment. Without accurate and 
up-to-date recordkeeping, items of physical property could become 
lost, misplaced or stolen with minimal possibility of recovery. 

• The Division of Marine Fisheries did not implement the recom
mendation in the OSA's prior audit report to establish adequate 
controls over its equipment inventory. Specifically, in fiscal year 
1990, the Division did not conduct a physical inventory of its fixed 
assets. Without accurate, up-to-date recordkeeping and periodic 
physical counts, items of physical property could become lost, mis
placed or stolen with minimal possibility of recovery. 

• The Military Division of the Executive Department lacked ade
quate internal controls over its property inventory. Specifically, 
the Division did not have a completed inventory list, did not tag 
furniture and equipment with identification control numbers, And 
did not conduct its annual physical inventory for fiscal year 1989. 
Because the Division had not complied with the Comptroller's 
policy requirement, it could not be assured that its assets were 
being protected against possible loss or misuse. 

• The Town of Nahant did not have an inventory of equipment, 
materials, and supplies for either the Town Hall or the Public 
Works Department for the three-year period examined. An 
annual inventory would provide assurance that equipment, 
materials and supplies are not being misappropriated as well as 
providing for more informed purchasing decisions . 
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Several entities were not in compliance with various state stat
utes and regulations. Such noncompliance could result in loss or 
misuse of funds, in overspending, or in loss of tax revenue. 

• The Bureau of State Office Buildings violated state purchasing 
regulations that prohibit state agencies from "splitting" purchase 
orders in order to avoid competitive bid requirements. Section 22 
of Chapter 7 of the Massachusetts General Laws requires that 
purchases of goods, supplies, and equipment in excess of $500 
must be competitively bid through the State Purchasing Agent's 
Division. By keeping purchase orders below the $500 limit, the 
Bureau may not have obtained the best possible price. 

• The Town of Nahant improperly allowed its employees and 
private citizens to make 32 purchases totalling $2,600 through its 
Public Works Department. Although none of these purchases 
were paid for from Town funds, the individuals involved circum
vented the payment of the state sales tax and may have received 
a discount because of the Town's standing with the respective 
vendors. Chapter 268A of the Massachusetts General Laws, 
which pertains to standards of conduct, prohibits public employ
ees from using their official position to secure for themselves or 
others unwarranted privileges or exemptions. (See pp. 61, 62) 

• The Town of Nahant was not in compliance with the competitive 
bidding requirements of Chapter 30, MGLs, which requires public 
works projects that exceed $5,000 to be awarded to the lowest 
responsible and eligible bidder on the basis of competitive bids 
opened. The Town's Public Works Department made payments of 
$36,516, $27,667 and $74,920 respectively to three contractors 
without the benefit of competitive bidding. Similarly, the Town 
awarded a $15,150 designer service contract to an engineer in 
noncompliance with the designer selection bidding requirements 
of Chapter 7, MGLs. As a result, the Town could not be assured 
that it had received the lowest responsible price on its projects. 

• The Transportation Building Management Fund, as administered 
by the Division of Capital Planning and Operatings (DCPO), did 
not fully comply with state statute. Specifically, Chapter 240 
requires that DCPO establish two separate accounts. one for 
maintenance/repairs and one for capital expenditures. Becnuse 
DCPO was making all expenditures out of one account. appropri
ate segregation did not exist between maintenance funds and 
capital funds. 



Other Audit Reports 

Special Audit Section 

Proposed Lease -
Ruggles Center 
Joint Venture, 
Parcel 18 Boston 

In accordance with Chapter 443, Section 5, of the Acts of 1990, 
the OSA conducted a review of the proposed lease between the 
Commonwealth, as represented by the Division of Capital Planning 
and Operations (DCPO) and Ruggles Center Joint Venture, for 
office space at Parcel 18 in Boston. The OSA noted several provi
sions of the lease that warranted further consideration and possible 
amendment by DCPO. As a result of recommendations made by the 
OSA, the following lease adjustments were made: 

• The Commonwealth plans to rent the entire fIrst building to be 
constructed on Parcel 18. This building will consist of9 floors 
having a rentable area of 157,400 square feet. At the recommen
dation of the OSA, DCPO negotiated several revisions of the 
contract regarding operating expenses. Specifically, primary 
responsibility for latent defects in the building was shifted from 
DCPO to Ruggles Center Joint Venture; DCPO's liability for 
linkage payments was further limited; DCPO's responsibility for 
labor costs associated with the management and operation of the 
building was revised to include only "reasonable" labor costs; and 
DCPO will have access to the landlord's books and records upon 
reasonable notice. 

• In addition to operating expenses, DCPO will also be responsible 
for the maintenance expenses of the rented building. The lease, 
as revised, provides that maintenance work done by Ruggles 
Center Joint Venture but paid for by DCPO will be certifIed as a 
"separate payment" and not also included as an operating ex
pense. This is to prevent double billing for maintenance work. 

• Because of the unusually lengthy grace period given to Ruggles 
Center Joint Venture for completion of construction, DCPO added 
to the lease that the Registry of Motor Vehicles, which is expected 
to occupy most of the building, be kept apprised ofthe works' 
progress in order to anticipate delays in preparation for occu
pancy. This will enable the DCPO and the Registry to plan for a 
lease termination if construction of the building is delayed for 
more than a year after the scheduled completion date. 
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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 for the fiscal year ended June 30, 1991 of 
$9,297,996,721.07 were below allowable state tax revenues of 
$10,985,502,946.05 by the amount of$1,687,506,224.98. 

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

• The Department of Employment and Training (DET) held 
$25,281.78 in re-employment and job placement taxes for subse
quent refunds and did not deposit this excise with the State 
Treasurer or report it to the Office ofthe State Comptroller and 
the Department of Revenue for the fiscal year ended June 30, 
1991. This was in violation of regulations requiring tax revenues 
to be remitted and recorded in the year they are received. DET 
subsequently remitted these funds to the State Treasurer's Office 
and they were properly recorded as 1991 revenue. 



Other Audit Reports 

Prior Audit Results: Corrective Actions 

Bureau of State 
Office Buildings 

Department of 
Environmental 
Protection 

Division of 
Insurance 

Military Division 
of the Executive 
Department 

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

• The Bureau is no longer making salary advances to employees in 
excess of available advance funds . 

• The Department has established a mandated fee schedule to be 
paid by licensed transporters of hazardous waste. 

• The Department's contracts with its contractors now contain 
clear language relating to overtime compensation rates. 

• The Department no longer permits the transfer of vehicle identifi
cation devices between vehicles owned by hazardous waste trans
porters. 

• The Division is now filing Return of Advance Forms and cash 
repayment documentation with the State Treasurer's Office, and 
all employee advances are accounted for. 

• The Division has improved its control over revenue by reconciling 
income to the Comptroller's records, depositing vending machine 
commissions into the General Fund, and depositing rental-fee 
income on a timely basis. 
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The following are among the planned and ongoing initiatives 
relative to various state agencies and programs: 

• The OSA will follow up on a prior audit which evaluated the 
effectiveness of the processes that the Advisory Board on Revenue 
Resources and other state agencies use to establish, monitor, and 
periodically adjust their revenue estimates. The audit will up
date the prior report and identify the progress the Board has 
made toward implementing OSA recommendations. 

• The OSA has initiated a statewide review of the internal controls, 
compliance with internal controls, compliance with competitive 
bidding, frequency of collection, and the fairness 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 a member of a multi-agency group, the purpose of 
which is to identify and prevent potential fraud, waste, and abuse 
during the construction of these projects and during the clean-up 
of Boston Harbor. Other entities in the multi-agency group 
include the Federal Bureau of Investigation, the U.S. Postal 
Inspection Agency, the State Inspector General's Office, the U .S. 
Attorney's Office, the U.S. Department of Transportation, the 
U.S. Environmental Protection Agency, and the U.S. Labor 
Department's Office of Labor Racketeering. 

• The OSA is examining the audit procedures used by the Division 
of Insurance to determine the overall financial condition of insur
ance companies, including their solvency and the adequacy of 
reserves held by the Division. 

• This audit will review and evaluate the system EOAF uses to 
determine the amount the Commonwealth should charge for serv
ices performed by any state personnel or agency which is primar
ily for the benefit of an individual person or corporation. The 
audit will also examine the system used to determine state 
charges for any service, registration, regulation, license, fee, 
permit, or other public function in accordance with Chapter 7, 
Section 3B, of the MGLs and Chapter 240 of the Acts of 1989. 



Group Insurance 
Commission 

Single Audit of the 
Commonwealth 

State Employee 
Furlough Program 

Other Audit Reports 

• The OSA has begun a review of the decision-making process used 
by the Commission of Insurance to determine which health plans 
would be eligible for open enrollment for state employees. 

• During fiscal year 1992, 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 of audit
ing the Commonwealth of Massachusetts' financial operations, as 
well as specified compliance issues. The OSA will continue to 
perform the following audit functions : (1 ) determining the rela
tionship of Net State Tax Revenues to Allowable Tax Revenues 
(Tax Cap Determination), (2) reporting on agency compliance with 
the Office of the Comptroller's Official Year-End Closing Instruc
tions for Cash and Revenue Management, and (3 ) reporting on 
agency compliance with the Office of the Comptroller's Official 
Year-End Closing Instructions for Encumbrance and Advance
Fund Management. 

• As a partner in the "Single Audit," the OSA will provide staff 
resources to audit federal programs to determine whether state 
agencies are in compliance with applicable federal rules, regula
tions, 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 fmancial statements. 

• The OSA is reviewing and evaluating the extent to which the 
desired results and/or benefits established by the Furlough Pro
gram 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 
three electronic data processing (EDP) audit 
reports detailing strengths and weaknesses 
of internal controls within computer-related 
areas. In addition, because of the changing 
data processing environment throughout the 
Commonwealth, the OSA's EDP Audit 
Division has continued to update survey in
formation pertaining to data processing 
operations throughout the Commonwealth. 
Results from this survey allow the EDP 
Audit Division to schedule audit engage
ments based upon levels of risk to agency 
data centers or automated systems. By 
electronically accessing the state's primary 
financial system, the Massachusetts Man
agement Accounting and Reporting System 
(MMARS), the division generated 33 data 
extracts to support OSA auditors in per
forming fmancial audits. Data extracts 
provide detailed information on financial 
transactions and can significantly reduce 
the hours of manual research. Addi tionally, 
the division generated random number 
reports to assist OSA field auditors in meet
ing statistical sampling objectives. 



Audit Results 

ElectronIc Data Processing Audits 

The OSA's EDP Audit Division provides expertise to evaluate 
internal controls relating to computer systems which process fman
cial data or perform critical functions within the Commonwealth. 
The primary audit responsibility of the OSA's EDP Audit Division is 
to conduct internal control examinations of the Commonwealth's 
automated systems and processing environments. The objective is 
to determine whether sufficient controls are in effect to ensure that 
automated systems can be relied upon and that processing is per
formed in an accurate, complete, and timely manner. The division 
conducts audits of application systems, systems under development, 
and data processing facilities. The audits may include examina
tions of access security, environmental protection, computer opera
tions, resource management, program-change control, data integ
rity, EDP-related contracts and procurement, disaster recoveryl 
contingency planning, backup of magnetic-storage media, and 
microcomputer-based systems. 

55 



Electronic Data Processing Audits 

Disaster Recovery 
and ConHngency 
Planning 

EDP Audit 
Inventory 

56 

The overall objective of disaster recovery and contingency plan
ning is to ensure that computer operations which 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 that could significantly delay or pro
hibit processing. Examples of deficiencies in these areas are: 

• Bristol Community College did not have a disaster recovery and 
contingency plan to ensure that critical data processing opera
tions could be regained for its computer center. The OSA recom
mended that the college assess the criticality of automated sys
tems to identify application priorities and critical resources. 
Based upon this assessment, the college should then develop and 
test a disaster recovery plan to ensure that critical and important 
processing could be regained in a timely manner after a disaster. 

• Cape Cod Community College did not have a comprehensive 
disaster recovery and contingency plan for its computer opera
tions. The absence of an adequate disaster recovery plan could 
adversely affect administrative functions, such as payments and 
billings, should a disaster occur. The OSA recommended that 
the college conduct a criticality analysis, and develop a disaster 
recovery plan based upon the results of the criticality assessment 
and user needs. Once developed, the plan should be reviewed, 
approved and tested by the college's Administrative Computing 
Users Committee prior to its implementation. 

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

• Bristol Community College did not provide centralized control 
over EDP equipment and software, including microcomputer 
hardware and software. Although the OSA found that EDP
related equipment had been properly tagged and labeled Rnd that 
periodic inventories were performed, centralized control of EDP 
equipment and software is necessary to minimize problems with 
hardware or software incompatibilities. The OSA recommended 
that the college assign the responsibility for centralized control 
over all EDP equipment and software to one its employees quali
fied in this area. 



Environmental 
Protection 

Off-Site Backup 
and Storage 

Electronic Data ProcessIng Audits 

Proper environmental protection for a data center and an on-site 
or off-site media storage room serves to minimize significant risks 
regarding the safety of staff and equipment. In addition, signifi
cant 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. 

• Cape Cod Community College's absence of a workable fire detec
tion system placed the college's staff and equipment at risk from 
injury or damage. Although the college had made ongoing efforts 
to repair its existing system, the risk remained throughout the 
audit period. The OSA recommended that the college continue to 
make the fire alarm system a priority, and the college replied to 
this recommendation by entering into a contract for the complete 
restoration of the system by June 30, 1992. The OSA will review 
the newly installed fire detection system during its next EDP 
audit. 

Off-site storage of backup magnetic media and software should be 
performed to prevent the loss of important data and to protect the 
agency's investment 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 period of time. 

• Bristol Community College had stored backup computer media in 
a room which also housed cleaning fluids and other combustible 
chemicals. Additionally, the OSA found that the lock on the file 
cabinet used to store the backup media had been broken. With
out a more secure and environmentally safe area to store backup 
media, the college risked loss of important data . The OSA rec
ommended that the college arrange for a more secure location for 
the storage of critical backup media. The college agreed to 
improve security controls over critical backup data , software and 
documentation. 

• Cape Cod Community College had failed to store backup tapes in 
a secure location. The magnetic computer media were stored in 
user department offices instead of a secure off-site locatioll . The 
OSA recommended that the college's backup tapes be stored at an 
off-site location and in a fireproof safe or vault . It was further 
recommended that the college's computer center personnel pro
vide instruction and technical assistance to ensure that adequate 
backup protect~on is in place. 
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Adequate physical security at a data center site serves to mini
mize the risk of unauthorized persons breaching security and gain
ing access causing loss or damage to equipment, or operating the 
system to alter, destroy, or steal data. 

• Bristol Community College generally had adequate physical 
security over its computer center and computer labs. However, 
the audit disclosed that a minicomputer was being stored in an 
unsecure location for reasons of convenience. By doing so, the 
college was exposing the minicomputer to theft. or damage. The 
OSA recommended that the minicomputer be relocated to a more 
secure area, preferably to the area where the mainframe resides . 
The college concurred and relocated the minicomputer to a secure 
area within the computer center, thereby strengthening overall 
physical security. 

Industry guidelines, or baseline controls, indicate that appropri
ate access controls be in place for critical or high-risk systems to 
ensure that only authorized personnel obtain system access. With
out system access restrictions, unauthorized access could result in 
system data and programs being disclosed, damaged, deleted, or 
modified. 

• Cape Cod Community College lacked adequate access security 
policies and procedures, thereby allowing unauthorized system 
operators as well as programmers to access operating systems. 
Additionally, although the college changes passwords each semes
ter, the existing system fails to provide an audit trail of system 
access. An adequate audit trail is important in situations where 
there is a risk that intentional or unintentional changes to soft
ware and data could occur. 

The OSA recommended that the college develop and document 
access security policies and procedures, and that the responsibil
ity ofEDP security officer be assigned to a current employee with 
experience in this area. The college responded by promptly des
ignating an EDP security officer who will be responsible for devel
oping access security policies and procedures. 



ElectronIc Data ProcessIng AudIts 

Audits Performed on Request 

Division of 
Registration 

Initiatives 

The OSA's review ofthe Division of Registration's plans to up
grade its computerized systems and to enhance the auditability of 
its records was in response to the agency's request of May 8, 1991. 
The primary objective was to determine whether the Division's 
proposed changes contained sufficient controls to ensure the com
plete, accurate and timely collection of cash receipts, and whether 
an adequate audit trail would be provided for upcoming OSA finan
cial and performance audits. The OSA agreed with the Division's 
plans to enhance its computerized systems, especially to centralize 
all revenue collection activities currently processed manually. It 
was recommended that the division develop a comprehensive con
version plan for the changeover to the proposed system which would 
provide for an adequate period of testing and ensure that all previ
ous data is accurately entered and that records are not lost during 
the conversion phase. The proposed system should be included in 
the Office of Management Information System's disaster-recovery 
planning process. Additionally, the OSA recommended that the 
Division develop their own disaster recovery and contingency plan. 
The OSA will continue to make itself available to assist the Division 
throughout the development process. 

For the past four years, the OSA's annual EDP Audit Operations: 
A 50-State Survey, has provided information on current EDP audit 
practices as performed by the nation's state audit offices. Specifi
cally, the survey solicits information in a number of areas , including 
methods ofEDP auditing, EDP audit administration, auditing 
microcomputers, use of audit software, training of audit field staff, 
and the uses of technology to enhance EDP audit effectiveness and 
efficiency. The survey results are used not only by the OSA staff, 
but at state auditing offices throughout the country. 

The 1992 EDP Audit Operations: A 50-State Survey will be 
issued during the upcoming six-month period . with copies mad e 
available through the OSA's EDP Audit Division . 
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Enforcement 
Assurance: 
Referrals & 
Requests 

O 
SA audits attempt not only to 
safeguard the Commonwealth's 
assets but to ensure compliance 
with the laws of the Common

wealth. Because OSA audits may disclose 
possible violations of state and federal laws, 
the OSA cooperates with various enforce
ment agencies such as district attorneys, the 
Secretary of Public Safety's Office of Investi
gations, the Attorney General's Office, the 
Office of the Inspector General, the State 
Ethics Commission, and federal law enforce
ment agencies. In addition, the OSA rou
tinely reports violations of income-reporting 
laws and regulations to the Internal Reve
nue Service and the Massachusetts Depart
ment of Revenue. Finally, during this 
report period, the OSA was asked to provide 
technical assistance to law enforcement 
agencies during specific investigations and 
to several agencies responding to provisions 
of the Internal Control Statute which re
quire the reporting of missing funds to the 
o SA. 



Enforcement Assurance: Referrals & Requests 

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

Commonwealth 
Service Corps 

Town of Nahant 

Referrals: 

• The OSA referred the alleged misappropriation of over $500,000 
in program funds to the IRS and DOR. Due primarily to the non
segregation of payroll functions, the former program administra
tor was able to deposit into a personal bank account approxi
mately 8,700 Commonwealth payroll checks. 

• The OSA found that 32 purchases totalling approximately $2,600 
were made for the benefit of employees and private citizens of the 
Town by its Public Works Department. This practice of allowing 
employees and citizens to purchase personal items through Town 
accounts allowed these people to avoid the state sales tax owed on 
each transaction. 

Essex County District Attorney's Office 

Town of Nahant • The OSA has forwarded its audit on the Town of Nahant's pro
curement policies, practices, and procedures to the Essex County 
D.A.'s Office because of the Town's possible violation of the Com
monwealth's procurement and conflict-of-interest statutes. 
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Enforcement Assurance: Referrals & Requests 

Referrals: 
State Ethics Commission 

Bay State Skills 
Corporation 
(BSSC) 

Town of Nahant 

Requests: 

• The OSA referred the conduct of a former board member of BSSC 
to the State Ethics Commission for possible violation of Chapter 
268A, the COIrunonwealth's conflict-of-interest law. At the direc
tion of the former board member, who also served as BSSC's 
Treasurer, BSSC transferred investments totalling $2.5 million to 
a mutual fund company for which this person served as a sales 
representative. This transaction resulted in the loss of $147,000 
in interest income to BSSC. 

• The Town's practice of allowing its employees to purchase per
sonal items through its accounts was referred to the State Ethics 
Commission for possible violations of the Commonwealth's Stan
dards of Conduct statute. Specifically, Chapter 268A, MGLs, 
states that "no current officer or employee of a state, county or 
municipal agency shall knowingly, or with reason to know, use or 
attempt to use his official position to secure for himself or others 
unwarranted privileges or exemptions .... " 

Office of the U.S. Attorney 

Boston Public 
School's 
Transportation 
Department 
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• At the request of, and in cooperation with, the U.S. Attorney's 
Office, the OSA is conducting an audit of the Boston Public 
School's Transportation Department for the six fiscal years ended 
June 30, 1991. This audit will review, evaluate, and analyze 
controls over contracts; determine if contracts are adequate to 
safeguard government monies and are in compliance with laws, 
rules, and regulations; and conduct examinations of transactions 
to determine if expenditures are reasonable, allowable, and 
applicable to contracted program services. 



Enforcement Assurance: Referrals & Requests 

Agency Requests Pursuant to Internal Control Statute 

Commonwealth 
Service Corps 

Chapter 647 of the Acts of 1989, An Act Relative to Improving 
Internal Controls in State Government, requires the development 
and implementation of internal accounting and administrative 
control systems in state agencies. It further requires agencies to 
immediately report unaccounted-for variances, losses, shortages or 
theft of funds or property 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. During this report period, the OSA completed 
reviews on the following agency requests to investigate missing 
funds: 

• Pursuant to Chapter 647, the Executive Office of Communities 
and Development (EOCD) notified the OSA of an apparent theft 
of approximately $1,700 at the Commonwealth Service Corps 
(CSC), a job-skills program. The OSA initiated a review ofCSC 
records to confirm missing funds and identify any internal control 
weaknesses that may have allowed for malfeasance. 

The OSA review determined that an ineffective system of internal 
controls and general mismanagement created an environment 
that allowed the former program administrator to misappropriate 
funds in excess of $500,000. Specifically, from 1983 to 1990 over 
8,700 Commonwealth payroll checks made payable to more than 
600 different people were deposited into a personal bank account. 

The OSA determined that the following weaknesses in internal 
controls made the environment vulnerable to abuse: lack of seg
regation of duties over the authorization, recording, and payment 
functions of the CSC program; lack of oversight by EOCD of the 
CSC program; and absence of any program review. 

On November 7, 1991, the former administrator pled guilty as 
charged and was sentenced to three consecutive prison terms, 
totalling nine to twelve years. 
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Enforcement Assurance: Referrals & Requests 

Division of 
Insurance 

Division of Marine 
Fisheries 
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• The former Commissioner of the Division of Insurance reported 
the unauthorized use of advance funds to the OSA. Specifically, 
four checks totalling $875 from the Division's travel-advance 
checking account were written by an unauthorized employee and 
made payable to and eventually endorsed by the employee. The 
OSA conducted an assessment of the Division's advance-fund 
activities and found the following internal control weaknesses: 
advance-fund accounting records were not prepared in accordance 
with the Massachusetts Management Accounting and Reporting 
System (MMARS); advance-fund checks and the Commissioner's 
signature stamp were accessible to unauthorized personnel; 
segregation of duties was inadequate and the fund's management 
was improperly supervised. 

The employee in question has acknowledged the unauthorized 
use of these funds and has subsequently been suspended without 
pay, pending action from the Attorney General's Office. 

• The Division of Marine Fisheries filed a report with the OSA 
disclosing a possible malfeasance committed during 1989 involv
ing an inactive advance-fund account. Specifically, an employee 
of the Division, who was the custodian of the fund, wrote five un
authorized checks from the advance-fund checking account. The 
OSA conducted an assessment of the Division's advance-fund 
activities and disclosed the following weaknesses: bank state
ments were not reconciled on a monthly basis; inadequate segre
gation of duties existed over the funds; inadequate supervision 
existed over advance-fund activities; and there was a lack of 
security over the advance-fund checks and check-authorization 
signature stamps. 

The Attorney General's Office was also conducting an investiga
tion into the Division's possible malfeasance at the time of the 
OSA audit. 



Worcester State 
College 

Enforcement Assurance: Referrals & Requests 

• The College notified the OSA of a theft of computer equipment at 
its Alumni House, which is located off campus. Specifically, in 
September 1990, the Alumni House was broken into and com
puter equipment valued at $10,880 was stolen. In accordance 
with Chapter 647, the OSA reviewed and evaluated the College's 
system of internal controls over property and equipment at the 
Alumni House to identify potential vulnerabilities and make 
recommendations. 

Although the College had implemented safeguards, the OSA 
disclosed the following weaknesses: the area surrounding the 
house was not routinely patrolled by campus police, and the 
house lacked an alarm. 
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Division of Local 
Mandates 

T he Division of Local Mandates 
(DLM) was created hy Proposition 
2 112 to help ensure that no cost 
obligations are passed on to cities 

and towns by the Commonwealth without 
state funding . A primary function ofDLM is 
to determine whether laws, rules, or regula
tions, either proposed or in effect, are subject 
to this provision of Proposition 2 112, and to 
determine cost impacts on cities and towns. 
(For a listing of DLM determinations and 
cost studies for the period of July 1, 1991 to 
December 31 , 1991, see Appendix II, p. 87.) 

In addition to making mandate decisions, 
DLM is authorized under Chapter 126 ofthe 
Acts of 1984 to periodically review and make 
recommendations to the General Court 
regarding any laws and regulations having a 
significant financial impact on cities and 
towns. Such reviews include costibenefit 
analyses and recommendations for amend
ments when appropriate. 



Division of Local Mandates 

Legislative Studies 

House 137 

DLM maintains a Legislative Review Program to analyze draft 
and pending legislation and to provide assistance to the Legislature 
on mandate-related issues. To ensure that the local cost impact of 
legislation is considered by the General Court, DLM reviews thou
sands of bills, prepares preliminary cost studies when appropriate, 
and contacts members of the Legislature to make them aware of 
DLM concerns. In addition, DLM responds to requests for opinions 
and cost studies from individual legislators, legislative committees, 
municipalities, and governmental associations. 

An Act Promoting Recycling, Waste Reduction, and 
Composting in the Commonwealth 

At the request of Representative Steven Angelo, House Chairman 
of the Joint Committee on Natural Resources and Agriculture, DLM 
reviewed House 137 to determine its financial impact on municipal 
budgets. This bill would require cities, towns, and solid waste dis
tricts to operate recycling and compo sting programs by July 1996. 

DLM determined that House 137 would impose significant costs 
upon many cities and towns in the Commonwealth. The Depart
ment of Environmental Protection (DEP) had estimated that only 
126 communities would experience costs of$27.2 million over three 
years, while long-term annual statewide savings would be approxi
mately $19 million per year. However, DLM's preliminary esti
mates indicate that the local cost impact of recycling will be greater 
than anticipated by DEP. 

To determine a more accurate financial picture, DLM is currently 
developing a model that will estimate the cost impact of recycling on 
Massachusetts cities and towns. The model will be based on survey 
data, procurement awards for recycling services, and various as
sumptions concerning the market price of recyclable materials . 

Subsequent to DLM's response to House 137, the House of Repre
sentatives unanimously passed a mandatory recycling bill, House 
6300, which would require local governments to operate recycling 
programs by July 1996. The bill included grants and loans to sup
port local recycling initiatives. However, the Senate took no action 
on House 6300 before the end ofthe 1991 legislative sessitlD. 

Status: DLM's cost impact analysis will be submitted t.o the Gen
eral Court in the 1992 session. 
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Division of Local Mandates 

House 5541 
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An Act Relative to Conservation Commissions 

At the request of Representative Christopher J . Hodgkins, House 
Chairman of the Joint Committee on Local Affairs, DLM reviewed 
House 5541 to determine its financial impact on municipal budgets. 
This bill would amend M.G.L. c.40, s.8C, by requiring conservation 
commissions to publish notice of intent to take certain actions con
cerning public land and to notify abutters by certified mail. 

Notification procedure would be required only when a municipal
ity wishes to purchase or otherwise acquire an interest in open 
space for conservation purposes, or to regulate the use of town con
servation land. Regardless of how frequently a conservation com
mission might take such action, the cost of the publication require
ment would be minimal. Similarly, the requirement to notify abut
ters by certified mail would also be minimal, unless there were an 
exceptionally great number of abutters. Accordingly, the bill is 
likely to impose only incidental administrative expenses which are 
explicitly excluded from the state funding requirements of the local 
mandate law. 

Status: House 5541 was engrossed in the House and sent to the 
Senate where it was amended, approved, and sent to the Governor's 
desk where no action was taken. 



Division of Loco/Mandates 

Mandate Determinations 

Chapter 150, 
s. 260, 
of the Acts of 1990 

Chapter 503 
of the Acts of 1983 

Cities and towns are entitled under the mandate statute to peti
tion DLM for a mandate determination on any post-Proposition 
2 IJ2law, rule, or regulation believed to impose a municipal cost 
burden. A listing of all DLM determinations made during this re
porting period is included in Appendix II (See p. 87). The following 
are five examples ofDLM determinations. 

Agricultural Impact Assessments 

In response to a petition from Representative James R. Miceli on 
behalf of the Town of Tewksbury, DLM reviewed the Chapter 150 
requirement that agricultural impact assessments be conducted by 
local agencies in consultation with the Department of Food and Ag
riculture (DFA). These assessments must be performed when a mu
nicipal agency determines that a proposed rule, regulation, or law 
will impact agricultural operations. 

DFA has stated its intention to assist municipalities with the 
preparation of such impact assessments. In addition, there are al
ready other mechanisms in place which would minimize the need to 
conduct reviews solely under this amendment to Chapter 30A. For 
example, the pre-1981 Environmental Notification and Impact 
Study process and the review of zoning changes contained in M.G.L. 
Chapter 40A, s.3 already require an assessment of impacts on agri
culture. Consequently, this new law is not likely to impose more 
than incidental expenses. 

Uniform Polling Hours 

Chapter 503 of the Acts of 1983 increased the minimum number 
of election day polling hours from 10 to 13. For state elections, polls 
must open no later than 7 a.m. and must remain open unti18 p.m. 
As a result of these extended hours, beginning with the elections in 
1984, new costs were imposed on communities for poll workers' 
salaries, police details, and related expenses. In 1983, DLM deter
mined that these changes in election law constituted a new man
date and should be funded by the Commonwealth under the provi
sions of Proposition 2 112. 

During this reporting period DLM reviewed and certified the 
1992 September primary and November general election cost fig
ures for each city and town and forwarded the data to the Secr~tary 
of State for the Fiscal Year 1993 budget. The statewide total for 
these two 1992 elections is $888,000. Subject to appropriation by 
the Legislature, funds to be distributed range from $51 for Mount 
Washington in Berkshire County to $121,523 for the City of Boston. 
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Division of Local Mandates 

Chapter 6, 
$S. 23 & 85, 
of the Acts of 1991 

Chapter 138, 
$S. 2, line Item 
1610-1500, & 304 
of the Acts of 1991 

Chapter 145, 
s. 14, 
ofthe Acts of 1991 
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School Choice 

In response to a petition from Senator Arthur E. Chase, DLM 
reviewed several amendments known as the "school choice" pro
gram. In relevant part, the "school choice" amendments change 
prior law so that a child may attend public school at public expense 
in any municipality which chooses to admit non-resident students, 
without approval of the school committee of the municipality where 
the child resides. The "choice" amendments state that the Com
monwealth will pay to the host municipality its tuition rate, and 
that this amount of tuition will be deducted from Chapter 70 aid 
otherwise due to the residence municipality under Section 3 of the 
fiscal 1992 State Budget, Chapter 138, of the Acts of 1991. 

DLM determined that the "school choice" program is not subject 
to the local mandate law. The key facts in making this determina
tion were: 

• Host municipalities voluntarily participate and receive state re
imbursement. 

• There is no new cost or service obligation imposed upon residence 
municipalities. In fact, residence municipalities are relieved of 
their prior duty to provide education for the school-aged residents 
who attend other municipalities' schools. 

• Although the fiscal ability to maintain school programs for pupils 
who remain may be affected by the loss of Chapter 70 funds, the 
state has no duty under the local mandate law to fund the ex
penses of obligations imposed prior to 1981. The municipal duty 
to provide public education for school-aged residents pre-dates 
1981. 

• "School choice" is state-funded from Chapter 70 aid. The Legisla
ture has authority to determine the extent, allocation, and dispo
sition of such state funding. 



Chapter 372 
of the Acts of 1990 

Division of Local Mandates 

Municipalities have, however, received some financial relief with 
the enactment of Chapter 493, An Act Relative to Emergency Assis
tance, which reimburses $2.7 million to municipalities that are ad
versely affected by "school choice". 

The reimbursement is limited to 50% of the loss of Chapter 70 
funds except for districts that incur losses equal to or greater than 
2% of their total school budget. In these cases the limit is 75% of 
the loss of Chapter 70 funds. 

To qualify for funds, a community or district must submit an ap
plication to the Secretary of Education along with an educational 
corrective action plan for the school system. Approval of the plan is 
a condition of funding. 

Any remaining money in the Chapter 493 fund after all obliga
tions have been met will be used to reimburse school districts that 
did not receive Chapter 70 funds during fiscal year 1992 and are 
adversely affected by "school choice". 

New Master Plan Requirements 

In response to a petition from the Town of Norfolk, DLM re
viewed the new master plan requirements contained in Section BID 
of Chapter 372 of the Acts of 1990 which expand the responsihilities 
of municipal planning boards. Local planners must now ensure 
that the required master plans set comprehensive community goals 
and policies designed to serve as a basis for decision making regard
ing the long-term physical development ofthe community. The new 
law directs planning boards to develop a detailed plan, consisting of 
text, maps, illustrations or other forms of communications, that is 
internally consistent in its policies, forecasts, and standards. 

DLM has determined that these new requirements are subject to 
the local mandate law and that compliance costs totalling $68,500 
would be imposed on the Town of Norfolk. DLM has also estimated 
a $35 million state-wide cost impact for municipalities that have ei
ther an elected or appointed planning board, or whose Board of Se
lectmen act as the planning board. 
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Division of Local Mandates 

Chapter 403 
of the Acts of 1990 
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Protection of Abused Persons 

In response to a petition from the Town of Leicester, DLM deter
mined that Chapter 403, An Act Relative to the Protection of 
Abused Persons, is not a new mandate because the act does not im
pose greater duties upon police departments than those existing 
under pre-1981 law. 

In question were two requirements in domestic abuse situations. 
The first requires law officers to assist an abused person in locating 
and getting to a safe place. While in itself this may appear to im
pose new costs, arranging for the victim to get to a safe location 
could actually work as an alternative to the pre-1981 duty that the 
officer remain at the scene upon demand. Accordingly, this provi
sion does not impose an additional cost obligation within the mean
ing of the local mandate law. 

The second requirement in question is the statement that officers 
arrest a person for past misdemeanors not committed in their pres
ence so long as there is probable cause to believe that a misde
meanor involving abuse occurred. The 1978 version ofthis law and 
other pre-1981 statutes have already established the duty oflaw 
enforcement personnel to initiate criminal process when probable 
cause existed regarding actual or potential domestic abuse. The 
specific restatement of this duty in the Protection of Abused Persons 
Act is more of a technical, clarifying amendment than a different 
responsibility . The restatement of prior obligations in post-1980 
law does not invoke the local mandate law. 



Division of Local Mandates 

Fiscal Impact Reviews 

Workers' 
Compensation 
Public Employers 
Trust Fund 

DLM's mission was expanded in 1984 with the passage of Chap
ter 126. This law authorizes DLM to conduct periodic reviews of 
any state law or regulation that has a significant financial impact 
on cities and towns, and to make recommendations to the Legisla
ture for its continuation, amendment, or abolishment. 

In the last Semi-Annual Report, DLM's study ofthe Workers' 
Compensation Public Employers Trust Fund was detailed. The 
study found that the fund had a significant and inequitable finan
cial impact on municipalities throughout the state, with most re
ceiving no benefit. 

The study reported that the intent of the reform measure was to 
develop a mechanism to spread the risk and mitigate the financial 
impact of certain workers' compensation claims. However, DLM re
ported that the pooling concept should not be mandatory because 
claims-management practices vary statewide. DLM recommended 
legislative action to eliminate mandatory participation in this fund 
in order to provide significant and immediate real savings to all but 
a few cities and towns. 

During the current legislative session, Chapter 398 was enacted 
to reform workers' compensation. Adopting DLM's recommenda
tions, Section 85 contains a provision that eliminates mandatory 
municipal participation in the trust fund. 
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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 results and, additionally, 

seeks to increase the efficiency and effective
ness of audit operations. The package, 
therefore, complements aggregate audit rec
ommendations by suggesting systemic im
provements. 

The following is a summary of legislation 
enacted from the OSA's 1991 legislative 
package and of pending legislation filed by 
the OSA for 1992. 



Legislative Agenda 

Enacted Legislation 

Chapter 550 An Act Relative to the Contract Debarment Procedures of 
the Commonwealth 

This OSA legislation was initiated when the State Auditor, in his 
capacity as a member of the Inspector General Council, became 
aware of deficiencies in the debarment process, the process by which 
the state excludes from public contracting those vendors found 
guilty of criminal violations or repeated contractual infractions. 
The new law includes five provisions for increasing the timeliness 
and overall effectiveness of the Commonwealth's debarment proce
dures: decentralization of the debarment process; time limits 
within which debarment referrals are to be acted upon; increase in 
the potential severity of penalities; authorization, in particularly 
severe situations, to suspend contractors; and a reduction in the 
standard of proof from "clear and convincing evidence" to "substan
tial evidence". By increasing the efficiency and fairness of de
barment procedures, Chapter 550 strengthens the monitoring of the 
Commonwealth's contractor system. 
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Legislative Agenda 

Pending Legislation 

House 4 

House 6 
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An Act Concerning Reimbursement for the Costs of Special 
Education 

This bill would direct the Department of Education to establish a 
Medicaid Reimbursement Pilot Program in six local school districts . 
The goal of the Pilot Program is increased use, by local school 
districts, of Medicaid and other forms of insurance to fund eligible 
health-related special education services which are currently paid 
for entirely by state and local funds. The bill would also repeal a 
provision in current law that prohibits school districts from receiv
ing reimbursement as providers of health services under the Medi
caid program. Without such repeal, cities and towns may contract 
with vendors who are Medicaid providers but are unable to take full 
advantage of Medicaid reimbursement opportunities. The bill 
would also permit school districts to retain all funds received under 
the provisions of this legislation. 

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

This bill would require state agencies receiving federally desig
nated grant aid to follow uniform procedures in selecting auditors to 
review the use of those funds . Under its provisions, the State 
Auditor would receive notice from grantees of funds to be audited 
and assist in setting the scope and standards for various kinds of 
audits. The intent of this legislation is to strengthen accountability 
over the millions of dollars received each year in federal grant aid 
by ensuring that agencies contract for and obtain audits that meet 
both state and federal statutes and regulations. Additionally, audit 
duplication and expense would be reduced by maximizing opportu
nities for joint federal-state single audits. 



House 7 

House 8 

Legislative Agenda 

An Act Relative to Oversight of Foundations of Institutions 
of Public Higher Education 

This bill defines four specific instances under which the Office of 
the State Auditor would be authorized to conduct audits of founda
tions, organizations, associations, or similar entities established and 
operated for the benefit of a public college or university or for public 
higher education. These audits would be permitted if public funds 
have been transferred to or expended from foundation accounts, if 
employees paid with public funds are used to staff the foundations, 
if contracts or agreements exist between a foundation and a public 
college, or if an audit is requested by the Higher Education Coordi
nating Council or the Board of Trustees of the affiliated school. 
Absence of oversight over these increasingly popular organizations 
creates the potential for misuse of funds raised by foundations 
closely associated with and using the names of state colleges and 
universities. The intent of this legislation is to ensure that these 
foundations are subject to the same accountability and fmancial 
monitoring as college trust fund activities. 

An Act Clarifying the Scope of the Local Mandate Law 

This bill would define the term "local mandate" to include post-
1980 state laws and regulations that require a municipality to 
make additional expenditures for any existing local activity, that 
require a municipality to undertake a service previously performed 
by the Commonwealth or by a county, or that require a city or town 
to expand a contracted service. This bill would also extend the 
protection of the local mandate law to regional schools. The intent 
of the bill is to clarify uncertainties in the term "local mandate" 
which have resulted from recent court decisions. 
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Private 
Occupational 
Schools: Financial 
Evaluations 

C
hapters 75C, 75D, and 93 of the 
Massachusetts General Laws 
require the Office of the State 
Auditor to annually evaluate the 

financial position of applicants for licensure 
or registration as private business, trade, or 
correspondence schools. These student
protection statutes were enacted to ensure 
that occupational schools requesting licensure 
or registration from the Department of Edu
cation are financially, as well as academi
cally, qualified to operate in Massachusetts. 

Educational institutions, once determined 
by the OSA to be financially responsible, 
must then secure tuition protection in the 
amount recommended by the Office of the 
State Auditor, the sum to be not less than 
$5,000 nor more than $100,000 per school. 
This protection, in the form of a surety bond. 
an irrevocable letter of credit, or a term 
deposit account payable to the Common
wealth, is intended to cover potential tuition 
refunds to students by allowing them to 
recover damages resulting from fraud, decep
tive student recruitment practices, or a 
breach of contract. 



OSA Financial 
Evaluations 
July 1,1991 
through 
December 31, 
1991 

Private Occupational Schools: Financial Evaluations 

During the period covered by this report, 
92 financial evaluations of private occupa
tional schools were conducted by the OSA, 
including 16 applications filed by prospec
tive new schools which were found to be 
financially eligible for original licensure. A 
total of 8 schools which had previously been 
certified by this office were reclassified as 
inactive during the period, leaving 166 
schools on the OSA Active File as of Decem
ber 31, 1991. The 166 active private occu
pational schools at calendar year end repre
sent our annual review and approval of the 
financial statements filed by 56 business 
schools, 58 trade schools, 7 correspondence 
schools, 6 registered schools, and 39 real 
estate schools. 

Chapter 750 Chapter 93 Chapter 75C 
Business Trade Correspondence 
Schools Schools Schools 

July 2 5 
August 1 4 
September 10 10 1 
October 7 7 1 
November 1 4 1 
December 10 12 1 

TOTAL 31 42 4 

Real 
Registered Estate 

Schools Schools TOTAL 

2 9 
f) 

1 <1 2fi 
2 2 19 

2 8 
1 24 

3 12 92 
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Appendix I 

Audit Reports 
Issued 
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Audit Reports Issued 

Authority Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

1. Agawam Housing Authority 91-595-2 09/25 

2. Ashland Housing Authority 91-601-2 09/30 

3. Bay State Skills Corporation 91-1271-6 07/30 

4. Bedford Housing Authority 91-608-2 10/11 

5. Berkshire County Regional Housing Authority 91-590-1 08/08 
6. Boston Redevelopment Authority 91-617-6 08123 
7. Cambridge Redevelopment Authority 92-627-5 11/15 

8. Carver Housing Authority 91-1285-1 08/08 

9. Charlton Housing Authority 92-1279-2 11/08 

10. Clinton Housing Authority 91-635-2 10/18 

11. Easthampton Housing Authority 91-646-2 09/25 

12. Franklin Housing Authority 91-660-2 10/18 

13. Great Barrington Housing Authority 91-668-2 07/31 

14. Groton Housing Authority 92-1325-2 11108 
15. Hampshire County Regional Housing Authority 91-1047-2 09/25 

16. Hatfield Housing Authority 91-672-2 07/31 

17. Holliston Housing Authority 92-677-2 11108 

18. Hull Housing Authority 91-683-2 10108 

19. Lee Housing Authority 91-690-1 10/22 

20. Littleton Housing Authority 91-833-2 10/08 

21. Lunenburg Housing Authority 91-698-2 10/18 

22. Lynnfield Housing Authority 91-860-2 10108 

23. Mattapoisett Housing Authority 91-709-2 11120 

24. Mendon Housing Authority 91-716-1 07/30 

25. Montachusett Regional Transit Authority 91-1038-6 07/25 

26. Needham Housing Authority 91-731-2 09/25 

27. Northbridge Housing Authority 91-745-2 10/08 

28. Norwood Housing Authority 91-748-2 09/25 

29. Plymouth Housing Authority 91-760-2 07/11 

30. Randolph Housing Authority 92-763-2 12/16 

31. Sandwich Housing Authority 92-771-2 12130 
32. Seekonk Housing Authority 92-774-2 11126 
33. Shelburne Housing Authority 91-879-1 08/09 

34. Shrewsbury Housing Authority 91-776-2 11/15 

35. South Hadley Housing Authority 91-782-2 OQ/25 

36. Sudbury Housing Authority 91-830-2 07/2G 

37. Upton Housing Authority 91-797 -2 10/16 

38. Waltham Housing Authority 91-709-2 11122 

39. Wareham Housing Authority 92-803-2 11108 

40. Westford Housing Authority 92-812-2 11108 

41. Weymouth Redevelopment Authority 91-816-2 10/08 

42. Wilbraham Housing Authority 91-818-2 11106 

43. Worcester Housing Authority 92-825-2 11108 

44. Worcester Regional Transit Authority 91-880-6 07/25 
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Audit Reports Issued 

Federally Mandated Audits of State Administered 
Federal & State Programs 

AUDIT 
AUDIT NUMBER 

1. Abington Housing Authority 91-3010-8 

2. Acton Housing Authority 91-3066-8 
3. Auburn. Housing Authority 91-3047-8 
4. Belchertown Housing Authority 91-3068-8 
5. Beverl! Housing Authority 91-3045-8 
6. Bourne Housing Authority 91-3072-8 
7. Braintree Housing Authority 91-3084-8 
8 . Brockton Redevelopment Authority 92-3041-1 
9 . Burlington Housing Authority 91-3078-8 

10. Dracut Housing Authority 91-3090-8 
11. Duxbury Housing Authority 92-3037-8 
12. EPA Construction Grant - Town of Ayer 91-3076-1 
13. EPA Construction Grant - Town of Southbridge 91-3056-1 
14. Fitchburg Housing Authority 91-3024-8 
15. Framingham Housing Authority 92-3026-8 
16. Gloucester Housing Authority 91-3061-8 

17. Greenfield Housing Authority 91-3086-8 
18. Halifax Housing Authority 91-3074-8 

19. Holyoke Housing Authority 91-3006-8 

20. Hudson Housing Authority 91-3067-8 

21. Leominster Housing Authority 91-3073-8 
22. Mansfield Housing Authority 91-3069-8 

23. Maynard Housing Authority 91-3081-8 

24. Melrose Housing Authority 91-3083-8 

25. Methuen Housing Authority 91-3030-8 

26. Middleborough Housing Authority 92-3050-8 

27. Natick Housing Authority 91-3075-8 

28. New Bedford Housing Authority 91-3065-8 
29. Pembroke Housing Authority 91-3093-8 

30. Saugus Housing Authority 91-3063-8 

31. Springfield Housing Authority 91-3094-8 
32. Taunton Housing Authority 91-3007-8 

33. Warren Housing Authority 91-3079-8 

34. Watertown Housing Authority 92-3017-8 

35. Wellesley Housing Authority 91-3022-8 

36. West Springfield Housing Authority 9 1-3082·8 

37. Westfield Housing Authority 91-3023-8 

38. Weymouth Housing Authorityl 91-3092-8 

Maloney Properties, Inc. 
39. Weymouth Housing Authority 91-3014-8 

40. Winchenden Housing Authority 91-3070-8 

41. Winchester Housing Authority 91-3019-8 

ISSUE 
DATE 

09/17 

07/26 

09/20 

08/14 

08/23 

12123 

10/18 

09/30 

11127 

09/17 

10/18 

11/15 

10/31 

08/30 

12/04 

07/30 

11/15 

07/26 

08/09 

08106 

09/30 

08128 

10/16 

10/08 

09/30 

12130 

10/15 

10/08 
10/24 

07/11 

12118 

10/09 

12/19 

12/ 17 

OR/ 23 

l O/()8 

07/30 

09/ li 

09109 

08/30 

07/26 
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Audit Reports Issued 

Education Audits 

AUDIT 

1. Bristol Community College (EDP) 

2. Cape Cod Community College (EDP) 
3. Cape Cod Community College 
4. Framingham State College-

Student Financial Assistance Programs 
5. Roxbury Community College 

Student Financial Assistance Programs 
6. Worcester State College 

(Chapter 647) 

7. Worcester State College-

Student Financial Assistance Programs 

Human Services Audits 

AUDIT 

1. Architectural Access Board 

2. Belchertown State School 

3. Center for Human Development 
4. Commonwealth Service Corps (Chapter 647) 

5. Department of Medical Security 

6. Disabled Persons Protection Commission 

7. Massachusetts Commission for the Blind -
Ferguson Industries Program 

8. Massachusetts Mental Health Center 
9. Massachusetts Treatment Center - Bridgewater 

10. New Bedford Child & Family Services 

11. Rutland Heights Hospital 

12. Walter E. Fernald State School-

Templeton Farm Colony 

13. Westborough State Hospital 

14. Wrentham State School 
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AUDIT 
NUMBER 

91-0191-4C 

91-0193-4C 
91-193-2 

91-179-2 

91-204-2 

91-2004-9 

91-186-2 

AUDIT 
NUMBER 

91-4010-7 
91-244-2 

91-4153-3 

90-6019-9 

91-291-2 

91-46-2 

91-51-3 

91-258-2 
91-497-2 

91-4260-3 

91-303-2 

91-6018-9 

9 1-268-2 

91-270-2 

ISSUE 
DATE 

11/26 

12117 

11115 

07/31 

07/31 

09/30 

07/30 

ISSUE 
DATE 

08119 

11113 

10115 

12109 

11/16 

09/25 

11115 

11115 
12127 

11/08 

07/17 

07/11 

()7/31 

11108 



Judiciary flaw Enforcement 

AUDIT 

1. Berkshire District- District Attorney's Office 

2. Bristol County District Attorney's Office 
3. Charlestown District Court 
4. Committee for Public Counsel Services 
5. Committee on Criminal Justice 
6. Essex County District Attorney's Office 
7. Hampden Probate & Family Court 
8. Maeeachusetts Correctional Industries Program 
9. Massachusetts Correctional Institution -

Cedar Junction 
10. Massachusetts Correctional Institution - Shirley 
11. Massachusetts Correctional Institution -

Warwick 
12. Mental Health Legal Advisors Committee 
13. Newton District Court 
14. West Roxbury District Court 

Audit Reports Issued 

AUDIT 
NUMBER 

91-1261-2 

91-1264-2 
91-1132-2 

90-4008-3 
91-19-2 
90-1257-1 
91-1225-2 

91-1002-1 
91-152-2 

92-856-2 

92-153-2 

91-1105-2 
91-1143-2 
91-1138-2 

ISSUE 
DATE 

07/11 

10/30 

10/ 16 

07/08 

09/24 

11/22 

07/11 

08/20 

09/04 

12116 

11/13 

11107 

10/30 

11106 
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Other Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

1. Bureau of State Office Buildings 91-26-2 07/31 

20 Chapter 555-Net State Tax Revenue 92-5555-9 09/17 

Determina tion 
6 Entities 

Department of Employment & Training 

Department of Revenue 
Division of Insurance 

State Boxing Commission 

State Lottery Commission 

State Racing Commission 

30 Department of Environmental Protection 90-456-7 09/04 

40 Division of Insurance (Chapter 647) 91-101-2 07/30 

50 Division of Marine Fisheries (Chapter 647) 91-282-2 11/17 

60 Division of Registration (EDP) 91-0105-4H 12/23 

70 Industrial Services Program 91-1326-6 11/07 

80 Military Division 90-57-2 08/08 

90 Office of the Inspector General 92-1052-2 12130 

100 Proposed Lease - Ruggles Center Joint Venture 92-6003-9 10/08 

Parcel 18, Boston 

110 Town of Nahant 91-6006-9 09123 

120 Town of Uxbridge 92-6001-9 12113 

130 Transportation Building Management Fund 90-4009-3 09124 

2 Entities 

Division of Capital Planning & Operations 

Massachulletts Port Authority 
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Appendix II 

Division of Local 
Mandates: 
Determinations & 
Cost Studies 
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DLM Determinations & Cost Studies 

LAW, REGULATION, 
OR LEGISLA nON 

House No. 137 & 

House No. 6300 

House No. 5541 

Ch. 603, Acts of 1983 

Ch. 233, Acts of1983 

Ch. 372, Acts of 1990 

Ch. 6, ss.23 & 85, Acts of 1991 

Ch. 138, ss.2 Line Item 
0610-1500 & 304, Acts of 1991 

Chapter 145, s.14, Acts of 1991 

Ch. 276, Acts of 1989 

Ch. 150, s.260, Acts of 1990 

Ch. 138, Line Item 
8200-0200, Acts of 1991 

Ch. 269, Acts of1990 

Ch. 138, ss.110-112, Acts of 1991 

Ch. 6, s.82, Acts of 1991 

Ch. 138, s.215, Acts of 1991 

Ch. 138, Line Item 

1599-3658, Acts of1991 

Ch. 23, Acts of 1988 

Ch. 403, Acts of1990 

88 

ISSUE 

Promoting Recycling and Composting in the Commonwealth 

An Act Relative to Conservation Commissions 

Uniform Polling Hours Act 

Employer's Quarterly Report to DOR of Wages Paid 

New Master Plan Requirements for Growth and Development 
of Municipalities 

School Choice 

DEP "Lifeline" Pricing System Guidelines 

Agricultural Impact Assessments 

MA Criminal Justice Training Council 
Education Fees Imposed on Police Cadets 

Question 4 on the November 1990 State Ballot 

Certain Bidding Requirements of the Uniform Procurement Act 

County Agricultural School Tuition Charges 

Legislative Override of Proposition 2 1/2 Cap on Cot1nt~· AS!3ess ments 

Relative to County Jails and Houses of Correction 

Health Security Act - Town of Rowley Light Department 

Requirements to Protect Abused Persons 



RESULT 

Mandate 

Incidental Cost Mandate 

Mandate 
Statewide Cost Determination for Municipalities 

for 1992 State Primary and General Elections 

Incidental Cost Mandate 

Mandate 

Legislative Regulation of State Aid for Education 

Evidence of Cost Imposition Not Provided 

Preliminary Review Indicates Incidental Costs 

No Cost Imposed on Municipalities 

Incidental Cost Mandate 

Municipalities Exempt 
M.G.L. c.30B Amended to Exclude Certain Services 

No Protection Provided Under Mandate Statute 
M.G.L. c.59, s.20A Is the Controlling Statute 

No Protection Provided Under Mandate Statute 
M.G.L. c.59 , s .20A Is the Controlling Statute 

Public Entity Engaging in Private Activity 

Pre-1981 Mandate 

DLM Determinations & Cost Studies 

FUNDING 

Cost Impact Report to Be Prepared 

for Legislative Consideration 

Not Applicable 

$888,361 Cost Determination Submitted 
to Secretary of State for Funding 

Distribution in August 1992 

Not Applicable 

Commonwealth Deficient in Payment to the 
Town of Norfolk in the Amount of $68,500 
Statewide Cost Estimated at $35 Million 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 
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DLM Determinations & Cost Studies 

LAW. REGULATION. 
OR LEGISLATION 

Chapter 761, Acts of 1985 

M.G.L. c.21, ss.26-53 

603 CMR 18.00 

114.40 CMR 9.00 

90 

ISSUE 

The Philanthropic Giving Act 

Massachusetts Clean Waters Act 
Environmental Requirements Imposed on South Essex Sewage District 

Regulation Governing the Operation and Maintenance of Private 

Special Education Schools 

Regulations Governing Tuition Rates for Special Needs Pupils 
Attending Private School 



RESULT 

Indirect Mandate 

No Protection Provided Under Mandate Statute 
M.G.L. c.59. s.20A Controls 

Indirect Mandate 

Indirect Mandate 
Indirect Costs 

DLM Determinations & Cost Studies 

FUNDING 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 
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