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

TEL. (617) 727-2075 

Honorable Thomas F. Birmingham, Chairman of the 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 Activities 
of the Office of the State Auditor covering the period January 1, 1994 through June 30, 
1994. 

As I near completion of my second term as Auditor of the Commonwealth, I remain com
mitted to making, the Office of the State Auditor (OSA) a catalyst for financial, administra
tive, and programmatic improvement in state government. Over the past eight years, I 
have issued more than 2,200 audits covering over 4,000 state agencies, public authorities, 
and entities that receive government contracts. These audits have identified hundreds of 
millions of dollars in cost-savings opportunities, unallowable and unnecessary expenditures, 
and uncollected non-tax revenue. I have also followed up on audit recommendations, pro
vided technical assistance, and sponsored legislative initiatives. In this way, my office has 
helped to safeguard and enhance the Commonwealth's assets, and also to assist auditees in 
improving their financial and managerial operations. 

This fIfteenth report presents audit results organized by recurring fmdings within sec
tors of government to highlight systemic problems as well as broad areas in need of 
strengthening. The report also acknowledges, within each section, actions taken by agen
cies in response to previous OSA audit fmdings and recommendations. Also included are 
legislative studies, mandate determinations, and fiscal reviews completed by the OSA's Divi
sion of Local Mandates. Finally, proposed and ongoing initiatives are included to inform of
ficials and the public of significant audit activity. 

I look forward to continuing to work with you to improve the quality, cost effectiveness, 
and accountability 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

tionalofficer. The OSA provides the Gover
nor, the Legislature, auditees, oversight 
'agencies, and the general public with an in
dependent evaluation of the various agen
cies, activities, and programs operated by 
the Commonwealth. The State Auditor is 
mandated, under Chapter 11, Section 12, of 
the Massachusetts General Laws, to con
duct an audit at least once every two years 
of all departments, offices, commissions, 
health and higher education institutions, 
and activities of the Commonwealth, includ
ing its court system and Authorities. Not 
including special audit projects, the number 
of entities requiring audit coverage totals 
approximately 750. The Auditor also has 
authority to audit the thousands of vendors 
that contract with the Commonwealth and 
its instrumentalities, as well as federally 
aided programs. In addition, the Auditor is 
responsible, under Chapter 11, Section 6B, 
of the Massachusetts General Laws, for the 
Division of Local Mandates, which is 
charged primarily with determining the fi
nancial impact oflegislation and regulations 
on cities and towns. 

The OSA conducts financial, performance, 
and electronic data processing audits in ac
cordance with "Government Auditing Stan-



dards" issued by the Comptroller General of 
the United States. These standards are 
known in the profession both as Generally 
Accepted Government Auditing Standards 
(GAGAS) alld as the Yellow Book standards. 

OSA audit activities include the following 
objectives: 

• Attesting to the fair presentation, accu
racy, and reliability of an auditee's finan
cial 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 the adequacy of an entity's in
ternal control systems; 

• Evaluating management's economy and ef
ficiency 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 recommenda
tions are intended to assist agency and pro
gram administrators by indicating areas 
where accounting and administrative con
trols, fmancial operations, program results, 
and efficiency and effectiveness can be im
proved, and by providing 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 recommenda
tions. In short, the OSA is not simply a critic 
but is an agent, an advocate, and a catalyst 
for improved management and delivery of 
government services. 
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,Audit Results, 
Recommendations, 
Initiatives, and 
Corrective 
Actions: Overview 

D
uring the report period January 1, 
1994 through June 30, 1994, the 
Office of the State Auditor issued 
125 audit reports covering: Au

thorities, human services agencies, educa
tion entities, judiciaryllaw enforcement enti
ties, and various other state activities. For 
a complete listing of audit reports, see Ap
pendix I on page 101. 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 fmancial 
records properly; and, of course, is expected 
to operate economically and effectively. 

OSA audits are not intended to sensation
alize, but rather to present an accurate ap
praisal of financial management, legal com
pliance, and, where appropriate, program 
effectiveness and efficiency. 

Audit results and recommendations are 
important to auditees, and in a majority of 
instances auditees have indicated a willing
ness to take appropriate corrective actions. 
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 ba
sis of OSA legislative and administrative 
initiatives and recommendations. 

The following information clearly demon
strates that OSA audits not only have pro
moted the safeguarding and enhancement of 
the Commonwealth's assets but have also 
assisted auditees in creating solutions to im
prove their financial and managerial opera
tions. 

5 
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Authority Audits 

During the report period, the OSA issued 
70 audit reports relative to housing authori
ties and other independent entities including 
the Massachusetts Port Authority and the 
Massachusetts Water Resources Authority. 
Forty of these reports were federally man
dated audits of state-administered federal 
and state programs. Many of these reports 
identified recurring audit results which, if 
addressed, will improve financial manage
ment of these Authorities and, in turn, help 
to safeguard state and federal funds. 



Authority Audits 

Audit Results 

I Independent Authorities 

Deficiencies In 
Contract 
Procurement and 
Management 

Although independent authorities are not required by law to fol
low state agency or local government requirements regarding proce
dures for awarding professional service contracts, it is sound busi
ness practice to adopt and implement a competitive bidding process. 
In addition, adequate contract monitoring and proper documenta
tion of contract amendments help to control total contract costs. 
Several reports detailed weaknesses in contract procurement and 
management. 

• The !\~assachusetts Port Authority (Massport) awarded a noncom
petitive 20-year parking agreement to Chelsea Development As
sociates for the lease of 1,500 parking garage spaces. As a result, 
Massport will expend approximately $75 million during the lease 
period without assurance that it obtained the spaces at the lowest 
possible cost. The current Massport Executive Director agreed 
that the procurement of these parking spaces might have 
benefitted from competitive bidding and stated his intention that 
the Authority solicit proposals for future projects of this type. 

• The Massachusetts Water Resources Authority needed to improve 
its procedures for processing change orders (amendments to con
tracts which provide for changes in work, contract price, or con
tract time). Specifically cited were the need for better documenta
tion of change order files and more awareness of the risk involved 
in directing contractors to begin work before change order ap
provaL 

• R'l O'ional Transit Authorities, for which procurement guidelines 
h -e not been promulgated, had numerous contracting deficien
cies related to the procurement of transit services for state hu
man service agency clients. For example, four transit authorities 
did not maintain records sufficient to document the procurement 
process, while ten transit authorities directly transported clients 
in violation ofthe state law (Chapter 161B -IGLs) which limits 
publicly supported transit authorities to an administrative role in 
arranging for services for human service agency clients. In addi
tion, five transit authorities awarded service contracts totalling 
over $1.46 million without using a competitive selection process 
and four transit authorities retained the services of existing con
tractors, after contracts expired, without rebidding the work. 
Furthermore, three transit authorities did employ a bidding pro
cess, but did not award contracts totalling approximately $4.5 
million to the lowest-cost qualified bidder, ultimately costing the 
Commonwealth at least $161,282. Finally, two transit authori-

7 



Authority Audits 

Deficiencies in 
Contract 
Procurement and 
Management 
Continued 

Inadequate 
Accounting and 
Administrative 
Controls 

8 

ties considered qualifications but not price when evaluating con
tractor proposals and four transit authorities failed to evaluate 
contractor proposals based upon established criteria. 

• Southeastern Regional Transit Authority, as detailed in the com
prehensive transit authority audit, did not maintain fair, open, 
and ethical conduct in awarding a transit contract. A firm that 
helped prepare and review bid documents for a particular 
$540,000 contract was eventually awarded this contract. 

Adequate accounting ~nd administrative controls assist Authori
ties in maximizing revenue potential and avoiding unnecessary op
erating deficits, thereby potentially increasing funds available for 
their services. The following reports identified areas where account
ing, recordkeeping, and other internal controls needed improve
ment. 

• Brockton Regional Transit Authority, as detailed in the compre
hensive regional transit authority audit, did not pursue a $46,754 
receivable due from Baystate Bus, the Authority's incumbent 
transit management firm. Instead, the Authority amended its 
bus contract by $49,750 to facilitate the repayment of the debt 
and to formally address a previous audit finding. 

• Martha's Vineyard Regional Transit Authority, detailed in the 
comprehensive regional transit authority audit, needed to develop 
improved procedures for safeguarding the funds collected each 
day. Vehicles used by the Authority were not equipped with se
cure fare boxes. Moreover, trolley operators, who were required 
to prepare daily ridership records and to reconcile these records to 
collected fares, also maintained custody of the fares overnight. In 
addition, fares were stored in an office, rather than in a safe, un
til a bank deposit could be made. As a result, funds totalling ap
proximately $25,000 were vulnerable to theft and misuse and, in 
fact, $500 was stolen from the Authority'S office during the sum-
mer of 1991. . 

• Martha's Vineyard Regional Transit Authority's Administrator 
violated the Commonwealth's Conflict-of-Interest Law when he 
rented his personal property to the Authority for $7,200 during 
fiscal year 1992. The Administrator responded that he recog
nized that a conflict-of-interest existed and that he had taken 
steps to resolve the matter, including relocation ofthe Authority's 
administrative office. 



Questionable 
Expenditures 

Authority Audits 

• Pioneer Valley Regional Transit Authority's Maintenance Direc
tor was using the Authority's garage, outside of work hours, to re
pair private automobiles and buses. The fact that the Authority's 
Administrative Director did not know this activity was taking 
place indicates a monitoring weakness. However, the Adminis
trative Director, when informed, acted promptly to correct the 
problem. 

• Regional Transit Authorities did not receive their funding from 
the Commonwealth in a timely and economical manner. The re
gional transit authorities received funding from the Executive Of
fice of Transportation and Construction (EOTC) several months 
following the close of their fiscal years, a practice which required 
transit 'lthorities to borrow operating funds. The amount ofbor
rowing . d steadily increased and had resulted in interest and 
fees totuiling $9.6 million during fiscal years 1989 to 1991. The 
OSA recommended that the Commonwealth take steps to elimi
nate this recurring expense, and EOTC responded that it will 
work with the Administration and the Legislature to develop a 
fiscally respon sible phased-in approach to having the transit au
thorities forward funded within three fiscal years. 

OSA audit work at the Massachusetts Water Resources Author
ity, which is ongoing, included an examination of management ac
tivities associated with the selection, design, construction, imple
mentation, and utilization of the Revere Sugar Terminal water 
transportation facility through October 31,1993. Results of the au
dit indicated unnecessary expenditures, as well as the potential for 
millions of dollars in cost savings. 

• The Massachusetts Water Resources Authority (MWRA), as of 
October 31, 1993, had spent $5.4 million to construct and operate 
a ferry terminal that was not needed. Notwithstanding future 
lease payments, MWRA could still save at least $2.4 million by 
deactivating the Revere Sugar Terminal as soon as possible. In 
addition, to the extent that the $2.2 million in future lease costs 
could be reduced either through a negotiated termination settle
ment or, with Massport's concurrence, by subleasing the facility, 
the amount of savings would increase. 

9 



Authority Audits 

I Housing AuthorHles and the Federal Single Audit Act 

Inadequate 
Accounting and 
Administrative 
Controls 

1 0 

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

Procedures developed by the OSA and authorized by Chapter 138 
of the Acts of 1991 for the procurement and conduct of housing au
thority audits provide another example of the way in which the 
Commonwealth is improving the coordination and efficiency of the 
audit process. Chapter 138 gives the OSA the authority to prescribe 
state standards, in addition to any federal requirements, for audits 
of all housing authorities that receive federal fmancial assistance, 
whether conducted by the OSA or a private firm. Housing authori
ties that choose private firms to conduct audits of their federal pro
.grams are required to submit said audits to the OSA for review and 
approval. As a result of implementation of these single audit proce
dures, accountability is strengthened, duplication is prevented, and 
costs are reduced. During the report period, the OSA released 37 
single audits of housing authorities and reviewed an additional 5 
single audits completed by private accounting firms. 

Adequate accounting and administrative controls assist housing 
authorities in maximizing revenue potential and avoiding unneces
sary operating deficits, thereby potentially increasing funds avail
able for their programs. Several reports identified areas where ac
counting, recordkeeping, and other internal controls needed im
provement . 

• Attleboro Housing Authority had several accounting and 
recordkeeping weaknesses, including failure to maintain up-to
date checkbook balances, failure to identify contractors in the re
cording of bid deposit receipts, incorrect general ledger balances 
brought forward from the prior fiscal year, inadequate documen
tation of expenditures, and insufficient control over time card ap
provals. Although the Authority had made some progress since 
the prior audit in correcting accounting deficiencies, it still could 
not be assured that its financial resources were properly safe
guarded and appropriately expended . 

• Attleboro Housing Authority was cited in two prior audits for 
having been assessed $7,390 in interest charges and penalties by 
the Internal Revenue Service (IRS). The Authority tried to ad-



Authority.Audits 

dress this problem by giving responsibility for payroll functions to 
two outside payroll services, as well as in-house employees. How
ever, this system was difficult to monitor and inaccurate tax in
formation continued to be submit~d to the IRS, sometimes re
sulting in overpayments and other times in underpayments. Pen
alties and interest payments were reduced but not eliminated. 

• Attleboro Housing Authority was not properly preparing monthly 
reconciliations of rent roll and receipt activity. As a result, nu
merous adjustments had to be made in order to correct bookkeep
ing errors and present accurate financial records. 

• Attleboro Housing Authority's decision to hire two temporary em
ployees to assist in completing a modernization project may have 
resulted in excess costs of $5,359 over the cost of hiring a private 
contractor. The costs included charges for unemployment com
pensation which, upon termination, these employees applied for 
and received. 

• Lancaster Housing Authority's Board of Commissioners failed to 
properly monitor the Authority's approved budgets. Specifically, 
the Executive Director received payments of$22,603 contrary to 
budgets approved by the Executive Office of Communities and 
Development (EOCD). Most of these extra payments were for 
services that were part of the Executive Director's duties, as de
tailed in his employment contract. Moreover, $570 was paid to 
the Executive Director's wife for painting work in violation of 
EO CD's standards of conduct, which prohibit the hiring of close 
family members of Authority administrators without written ap
proval from EOCD. In addition, required bids were not obtained 
for $36,223 in contracted work done at the Authority and double 
payments were made to one contractor on four occasions. Finally, 
the Authority paid a maintenance worker $2,286 for work done at 
non-Authority sites. 

During the course of this audit, the Board of Commissioners sus
pended the Executive Director. In addition, the audit findings 
were referred to the Office of the Attorney General for further re- . 
view. See page 84. 

• Oxford Housing Authority gave $1,600 in advances and reim
bursements to its Executive Director without appropriate sup
porting documentation. In addition, dates and descriptions on 
certain invoices were altered, and materials and supplies pur
chased were not adequately accounted for. Finally, there was no 
evidence of Board review and approval for three of the disburse
ment payments. This matter was referred to the Office of the At
torney General for further review. See page 84. 

1 1 



Authority Audits 

Inadequate 
Accounting and 
Administrative 
Controls 
Continued 

Inadequate 
Control over 
Property and 
Equipment 

1 2 

• Yarmouth Housing Authority's Treasurer routinely signed checks 
that did not include the date, name of the payee, or amount of 
funds to be disbursed. The presigned checks were stored in a 
locked file cabinet for a period of up to four weeks, until such time 
as the Executive Director completed and co-signed the checks. 
This procedure, which unnecessarily increased the risk of loss or 
misuse of the Authority's assets, has been discontinued. 

Executive Office of Communities and Development (EOeD) regu
lations require that housing authorities conduct annual physical in
ventories of property and equipment, tag equipment, and annually 
update inventory listings. In addition to ensuring accountability for 
property and equipment, adequate inventory records serve as a 
source of insurance coverage information in the event of a casualty 
loss, as a basis of comparison with the previous year's physical in
ventory, and as financial planning data. Several reports identified 
areas where inventory controls needed improvement in order to ad-

'equately safeguard property and equipment and to protect these 
fixed assets from possible loss, theft, or misuse. 

• Attleboro Housing Authority, while making significant improve
ments in controlling property and equipment, still did not prop
erly record the value of its fixed assets on its financial state
ments. 

• Barnstable Housing Authority did not conduct an annual physical 
inventory of its fixed assets and did not tag recently acquired fur
niture and equipment. In addition, the Authority did not main
tain a complete listing of its fixed assets or record the original 
cost or fair market value of individual equipment items. As a re
sult, the Authority could not be assured that its property was ad
equately protected or accurately recorded on its books. 

• Brookline Housing Authority, while making some progress in im
proving controls over its fixed assets, still had not developed a 
perpetual inventory listing. 

• Milford Housing Authority, while recording and tagging all new 
equipment purchases, still had not performed a complete physical 
inventory. As a result, the Authority could not be assured that its 
fixed assets were adequately accounted for or accurately reported 
on its financial statements. 

• Montague Housing Authority, while making significant progress 
in controlling its fixed assets, still had discrepancies between the 
value of furniture and equipment listed on its inventory and the 
value recorded in its general ledger. 



Inadequate 
Control over Rent 
Collections and 
Rent 
Redeterminatlons/ 
Delays In Renting 
Apartments 

Authority Audits 

• Saugus Housing Authority did not maintain adequate inventory 
records for property and equipment in its state-aided programs in 
development. As a result, the Authority could not be assured that 
its fixed assets were adequately protected or accurately recorded 
on its books. 

• Taunton Housing Authority, while making considerable progress 
in tagging and recording its furniture and equipment, had still 
not completed its physical inventory and still did not reflect the 
correct inventory valuation on its financial statements. 

• Winchester Housing Authority did not maintain a complete in
ventory listing of its fixed assets, did not indicate the original cost 
or fair market value of its furniture and equipment, and did not 
conduct an annual physical inventory for fiscal year 1993. As a 
result, the Authority exposed its property and equipment to pos
sible loss or misuse and also understated its financial statements 
by the amount of the value of its fixed assets. 

OSA reports disclosed that certain housing authorities did not ad
here to Executive Office of Communities and Development (EOCD) 
regulations regarding rent determinations, did not maintain rent 
collections on a current basis, or did not move expeditiously to fill 
vacant apartments. These conditions could result in overcharges to 
tenants or lost rental income to Authorities. Delays in renting 
apartments could also deprive eligible low-income persons, at least 
temporarily, of housing to which they are entitled. 

• Attleboro Housing Authority had several rent determination defi
ciencies including instances of undocumented income and medical 
deductions included in current rent redeterminations. A number 
of tenant files were also missing such necessary information as 
signatures on lease revisions. 

• Attleboro Housing Authority, cited in a previous audit for exces
sive delays in preparing and filling vacant apartments, still had 
problems in this a' a. During the current audit period, the Au
thority lost over $10,000 in potential rental income because of de
lays in excess of EOCD's time frame of21 working days for rent
ing vacant units. 

• Barnstable Housing Authority needed to revise its rent collection 
policies. Many tenants were delinquent 60 or more days in their 
rent payments, at least partially because delinquent notices were 
sent 60 days, rather than 30 days, after nonpayment of rent. The 
Authority has responded by implementing a ~ore aggressive rent 
collection policy. 

1 3 
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Inadequate 
Control over Rent 
Collections and 
Rent 
Redeterminations/ 
Delays In Renting 
Apartments 
Continued 

1 4 

• Brimfield Housing Authority had delays beyond EOCD's time 
frame ranging from 1 to 163 days, and averaging 38 excessive 
days, in preparing and renting vacant units. The Authority could 
have earned an additional $2,824 in rental income had these 
units been occupied within 21 working days. 

• Cambridge Housing Authority, contrary to EOCD regulations, 
rounded off dollar amounts to the next highest dollar when calcu
lating rents. As a result, more than half of tenants reviewed were 
being overcharged. The Authority indicated that tenants' rents 
were rounded up because it had inadvertently chosen a computer 
software package that conformed with federal but not state 
guidelines. The software package was subsequently modified. 

• Chicopee Housing Authority was cited in a previous audit for los
ing at least $28,462 in potential rental income due to excessive 
delays in preparing and renting vacant units. During the current 
audit period, the potential rental income loss had increased to 
$82,547. This significant increase in excess vacancies occurred 

, even though there were 313 applicants on the waiting list as of 
June 30, 1993. Because of the delays, eligible applicants were de
prived, at least temporarily, of subsidized housing. 

• Clinton Housing Authority had 21 housing vacancies during the 
audit period, only one of which was filled within EOCD's time 
frame of 21 working days. Extraordinary circumstances were 
documented to explain the delays for seven units. The remaining 
13 apartments took an average of 71 excess days to prepare and 
occupy, which resulted in a potential rental income loss of $5,602. 

• Taunton Housing Authority was cited in three prior audit reports 
for having lost $13,853, $6,572 and $6,018, respectively, from its 
state-aided programs because of delays beyond EO CD's time 
frame in preparing and filling vacant units. In the current audit 
period, the Authority lost $23,507 in potential rental income be
cause of excessive delays in renting 51 vacant apartments. The 
loss of this rental income contributed to increased deficits in cer
tain of the Authority's housing programs and also resulted in eli
gible applicants being delayed access to housing. 



Authority Audits 

Prior Audit Results: Corrective Actions 

AHleboro Housing 
Authority 

Ayer Housing 
Authority 

Barnstable 
Housing Authority 

Bellingham 
Housing Authority 

Brimfield Housing 
Authority 

Hadley Housing 
Authority 

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 Au
thorities have taken corrective actions based on OSA recommenda
tions: 

• The Authority has strengthened its management controls by sub
mitting its proposed operating budgets to the Executive Office of 
Communities and Development in a timely manner and by pre
paring a management plan, as required. 

• The Authority has strengthened controls over its property and 
equipment by properly recording the value of all fixed assets on 
its books of record and its financial statements. 

• The Authority has strengthened its control over tenant accounts 
receivable by reconciling tenant records with financial statements 
on a monthly basis. The Authority has also improved the mainte
nance of its tenant files . 

• The Authority has improvE'J the maintenance of its records of at
tendance and accrued sick and vacation time. 

• The Authority has improved the accuracy of its rent determina
tions by including all tenant income and deduction information in 
rent calculations. 

• The Authority has returned excess subsidies received from the 
Executive Office of Communities and Development for fiscal years 
1992 and 1993. 

• The Authority has improved the safeguarding of its fixed assets 
by conducting a complete physical inventory and by maintaining 
accurate records of its property and equipment. 

1 5 



Authority Audits 

Lenox Housing 
Authority 

Massachusetts 
Port Authority 
(Massport) 

Medway Housing 
Authority 

Milford Housing 
Authority 

Millis Housing 
Authority 

Montague 
Housing Authority 
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• The Authority has properly returned all excess development 
funds. 

• Massport has amended its Travel and Entertainment Policy and 
Procedures Statement to ensure stronger controls on employee 
travel and entertainment expenditures. 

• The Authority has improved the documentation of its allocation of 
costs between federally aided and state-aided programs. 

• The Authority has strengthened its administrative and account
ing controls over petty cash, check disbursements, travel allow
ances, and purchase order and payment procedures. 

• The Authority has revised its purchasing policies and is soliciting 
bids and executing written contracts for services, goods, and reno
vation work. The Authority is also maintaining written documen
tation to support all bid solicitations. 

• The Authority has reviewed all of its Section 8 rental charges, uti
lizing the most recent utility allowance schedule, and has reim
bursed 125 tenants a total of $7,335. 

• The Authority is now reimbursing employees who use their pri
vately owned vehicles for Authority purposes at the rate allowed 
by the Executive Office of Communities and Development and has 
also sought reimbursement from a former Authority official for 
$572 in gasoline purchased for private use. 

• The Authority has improved the accuracy of its annual rent deter
minations by maintaining adequate documentation in tenant files 
and by verifying and rechecking rental calculations. 

• The Authority is maximizing investment income by transferring 
funds not needed for immediate use to the Massachusetts Munici
pal Depositors Trust. 



New Bedford 
Housing Authority 

North Reading 
Housing Authority 

Pepperell Housing 
Authority 

Revere Housing 
Authority 

Wakefield 
Housing Authority 

Winchester 
Housing Authority 

Authority Audits 

• The Authority has strengthened control over tenant receivables 
by properly reconciling variances between tenant subsidiary 
records and corresponding general ledgers. 

• The Authority has improved the safeguarding of its fixed assets 
by conducting a complete physical inventory and by maintaining 
accurate records of its property and equipment. 

• The Authority, although unsuccessful in recovering $678 ex
pended for overnight travel, is now complying with Executive Of
fice of Communities and Development regulations concerning 
conference attendance and travel. 

• The Authority has resolved a long outstanding issue relative to 
property tax overpayments made to the City of Revere. 

• The Authority has improved the safeguarding of its fixed assets 
by conducting a physical inventory, by properly affixing tags, by 
recording the value of each item, and by maintaining accurate 
records of its property and equipment. 

• The Authority is conducting required annual property inspec
tions of all rental units. 

1 7 
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Initiatives 

Executive Office 
of Communities 
and Development 
(EOCD) 

Local Housing 
Authorities 

MassachuseHs 
Water Resources 
Authority (MWRA) 
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The following is an update of planned and ongoing special OSA 
initiatives in the area of Authority audits: 

• The OSA is conducting an audit comparing certain EOCD regula
tions pertaining to public housing authorities with those in place 
for privately operated housing agencies that contract with the 
Commonwealth. The audit will compare practices and policies for 
salaries; health, life and accident insurance; automobile allow
ances; retirement and IRA benefits; as well as indirect and over
head administrative costs. The audit will also examine whether 
the privately operated agencies are maintaining adequate inter
nal controls, are complying with applicable rules and regulations, 
and are providing the services required by their state contracts. 

• The OSA, on September 15, 1994, issued a report of selected pub
lic housing authorities. This audit, which focuses on internal con
trols and programmatic compliance, is available from the Office of 
the State Auditor at 727-2075. 

• The OSA is continuing its review of the MWRA's activities rela
tive to the administration of the Harbor Cleanup Project, which 
includes, but is not limited to, contract awards and amendments, 
project scheduling, and anticipated cost and funding. It also in
cludes an assessment of the system of internal controls the 
MWRA has established for estimating, monitoring, and control
ling project costs. This audit will result in a series of reports, the 
first of which was issued July 15, 1993 and the second and the 
third of which are detailed in this Semi-Annual Report. 
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Education Audits 

During the report period, the OSA re
leased seventeen audits pertaining to educa
tion. Three of these reports reviewed Elec
tronic Data Processing (EDP) activities and 
are detailed in the EDP Audit section on 
page 64. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Education.Audits 

Adequate accounting and administrative controls assist entities 
in maximizing revenue potential and minimizing vulnerabilities to 
waste and lost income. The following entities needed to strengthen 
their internal control procedures: 

• Bunker Hill Community College had discrepancies in student fi
nancial assistance administrative accounts between amounts 
stated on financial reports to the U.S. Department of Education 
and amounts shown on College records. As a result, the College 
in fiscal year 1992, claimed $1,235 in federal reimbursements for 
administrative costs, when it could have claimed $23,555. In fis
cal year 1993, the College claimed $24,866, when it should have 
claimed $20,402. The College responded by improving coordina
tion between its business and financial offices, and by correcting 
and resubmitting its 1992 and 1993 Fiscal Operations Reports to 
the U.S. Department of Education. 

• The Massachusetts Maritime Academy did not have records for 
fiscal years 1991 and 1992 reflecting financial assistance awards 
credited to student accounts. This loss occurred when the 
Academy's electronic receivable records were purged during the 
installation of a new computer system in June 1992. Without ac
cess to student accounts, it was not possible to verify whether stu
dents received financial awards for two of the three audited years 
or whether any balances were due to them. 

• Roxbury Community College, as of June 30, 1992, was owed 
nearly $1.4 million, primarily from former students. Much of this 
balance, because it accumulated over many years, was probably 
not collectible. The unpaid accounts resulted mainly from the 
College's deviation from the "pay as you go" state policy or from 
ineffective financial aid eligibility screening. The accounts per
sisted because the College did not pursue students who owed 
money when accounts first became past due. Since January 
1993, however, collection activity has been more aggressive. At 
that time receivables that the College could list were turned over 
to a collection agency and over the next three months $24,663 
was recovered. 

• Roxbury Community College, at the close of 1992, was owed 
$10,541 by students for books. These accounts resulted from the 
College's practice of providing book vouchers to students who had 
applied for financial aid. The College's new president would like 
to continue providing books to needy students at the time they 
start classes, even if their fmancial aid eligibility has not yet been 
determined. She indicated that she was pursuing funding to 
cover the existing deficit as well as future losses. 

21 
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• Roxbury Community College, as of January 31, 1993 had an ac
count with a balance of $28,208 that had been dormant for al
most two years. As a result of inadequate bookkeeping and ac
count reconciling, ownership of all but $6,798 in this account 
could not be determined. New administrators at the College 
stated their intention to deposit the remaining $21,410 into the 
College's all purpose trust to be used for fiscal operations. 

• Roxbury Community College payroll department personnel pro
cessed changes into the state's accounting system without super
visory approval. Although all of the items tested were proper, 
state procedures require supervisory approval for any payroll 
change. In addition, certain staff members were paid before or 
without completing weekly time sheets. Because the College had 
not developed and implemented a required plan for internal con
trols based on the Comptroller's Internal Control Guide for De
partments, payroll personnel may not have been aware of proper 
procedures and may not have known what action to take when 
necessary documentation was not available. 

All state entities are required to keep complete inventories and to 
tag equipment in order to ensure that property is safeguarded and 
used for its intended purposes. The following instance of deficien
cies in this area was noted: 

• Roxbury Community College had not conducted a physical inven
tory since 1988 and did not maintain a list of furniture and equip
ment. As a result, the College could not be assured that its fixed 
assets were adequately protected from loss, theft, and misuse. 



Noncompliance 
with Federal 
Regulations 
Regarding Student 
Assistance 

Education Audits 

OSA audits revealed several deficiencies pertaining to internal 
controls over student financial assistance programs, resulting in vio
lations of federal regulations. Schools participating in the federal 
student financial aid program must adhere to the Recipient's Guide 
for the U.S. Department of Education Payment Management Sys
tem. This system requires schools to request funds for immediate 
needs only and to disburse these funds within three working days. 
Failure to comply with federal regulations could potentially jeopar
dize a school's eligibility to participate in certain federal financial 
aid programs, thereby limiting access to affordable education. 

• North Adams State College had not established a process that co
ordinates the draw down of federal funds with their ultimate dis
bursement. Instead, the College paid most financial assistance 
awards from trust funds, thereby avoiding the federal prohibition 
of having federal funds for more than three days, but also accu
mulating deficits in its federal financial assistance cash account. 
For example, during the 1993 spring semester, the federal cash 
deficit accumulated to $464,841 before the first draw down of fed
eral funds occurred. By delaying draw downs in this manner, the 
College forfeited substantial interest income. 

• Quinsigamond Community College did not reconcile its Pell 
Grant awards with required reports filed with the U.S. Depart
ment of Education (DOE) and used to set grant authorization lev
els for the following fiscal year. As a result, the College exceeded 
its fiscal year 1992 Pell authorization level by $2,252. The Col
lege requested reimbursement from DOE but the request was de
nied. The College may resubmit the request when it files its re
quired audit report and the OSA recommended that it both re
quest the reimbursement and develop written reconciliation pro
cedures. 

• Roxbury Community College did not reconcile its Pell Grant 
Awards with required reports filed with the U.S. Department of 
Education (DOE) in a timely manner. The College originally re
ported to DOE that eighteen eligible students were not in atten
dance and would receive no award. When it subsequently turned 
out that the students were, in fact, in attendance and were seek
ing their awards, the College spent $10,433 of its own funds to 
disburse these grants. Because the College did not process the 
corrections in a timely manner, DOE did not increase the 
College's authorization level to cover this expenditure. The Col
lege is in the process of filing a post deadline adjustment to claim 
these funds. 
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• Roxbury Community College's process for accounting for its fed
eral cash was not complete and lacked independent monitoring. 
For June 30, 1991, the beginning of the audit period, the College's 
financial statement filed with the U.S. Department of Education 
(DOE) indicated that it had expended $31,743 more than it had 
drawn from the federal treasury. This sum would have had to 
have been made up from College sources. However, the College's 
accounting records and book statements indicated that its expen
diture of federal funds virtually equalled the amount received. 
College officials stated at that time that the cumulative nature of 
the report prepared for DOE was responsible for perpetuating 
unidentifiable errors that occurred over several years and that a 
meeting was scheduled with DOE to resolve the variances. How
ever, on June 30, 1993, the variance had increased to $35,015. 
As a result of the College's inability to identify the causes of the 
variances from past years, it was not able to bring its books into 
agreement with DOE and could not justify the adjustment re
quested from DOE. 

• Salem State College did not accurately record or report the finan
cial activity for its federal student financial assistance accounts. 
Reports to the U.S. Department of Education (DOE) were not ac
curately prepared from, or reconciled to, the College's supporting 
financial records in either 1992 or 1993. 

• Salem State College, for ten of fourteen federal cash draw downs 
reviewed, retained funds for periods of time ranging from one day 
to twelve days in excess of the three-day time period for disburse
ment of funds allowed under federal regulations. 

• Springfield Technical Community College, in fiscal year 1992, re
tained cash balances in excess of the three-day time period for 
disbursing of funds. DOE then cited the College for possible non
compliance with federal regulations and temporarily suspended 
its drawdown authority. Fiscal year 1993 tests showed that all 
funds were expended within the three-day requirements. 

At the request of the City Council of Pittsfield, the OSA conducted 
a review of the Berkshire Community College Early Retirement In
centive plan offered to employees during the period July 1, 1990 
through June 30, 1992. This audit focused on effectiveness and effi
ciency of implementation, compliance with intended goals and objec
tives, and fairness and equity in the treatment of employees. The 
results of the review are summarized below. 
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• Berkshire Community College did not provide sufficient and accu
rate information to employees who might have been eligible for 
its Early Retirement Plan. For example, the College did not an
nounce the deadline by which employees must stop working. As a 
result, employees were allowed to retire throughout fiscal years 
1991 and 1992, though the Board of Trustees intended that the 
plan be available only in 1991. Furt~ermore, the College did not 
waive the requirement that employees have ten years in the com
munity college system, despite an agreement between the Office 
of the Community College Counsel and the employees' union that 
this would be done. As a result, some employees who met all eli
gibility requirements except for ten years of service may have lost 
the opportunity to participate in the early retirement plan. More
over, this plan required ten years of service at Berkshire Commu
nity College, disregarding any other prior state employment. Fi
nally, had an employee application form been included with the 
announcement of the plan, it would have documented employees' 
formal request for participation, as well as their subsequent ac
ceptance or rejection, and would have minimized problems and 
misunderstandings about each party's rights and obligations. 

• Berkshire Community College overpaid nine of the eleven em
ployees participating in the Early Retirement program a total of 
$53,508 and underpaid two employees a total of $360. The incor
rect calculations resulted from use of the wrong schedules in cal
culating bonus incentives, use of estimates instead of actual ac
crued leave balances, and basing administrators' payments on 
the wrong number of work days per year. 

• Berkshire Community College granted its dean, who participated 
in the Early Retirement plan, an estimated five weeks of compen
satory time, valued at $6,706, that was not documented on his 
timesheets or attendance calendar. 

• Berkshire Community College granted sabbatical leave to a par
ticipant in the Early Retirement Plan for the semester preceding 
retirement. The circumstances of this sabbatical were question
able because the employee was not scheduled to return to work at 
the College and because completion of a required report docu
menting the usefulness of work completed during the sabbatical 
was waived. 
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A provision of Chapter 110 of the Acts of 1993 directed the Office 
Of the State Auditor and the Office ofthe State Comptroller to "in
vestigate and study the subsidy provided to the University of Mas
sachusetts Medical Center to determine whether through efficien
cies, economies, and increased reliance on other revenue sources, 
the Center, consistent with its present purposes, can become self
supporting or can operate with a smaller subsidy than it received in 
fiscal year 1993." Although the report did not offer a policy judg
ment regarding the subsidy, it presented financial data intended to 
assist the Governor and the Legislature in their deliberations. 

Financial Data 

1. UMass Medical Center had $269 million of fund balances as mea
sured, reported, and independently audited for the fiscal year 
ended June 30, 1993. 

2. For the fiscal year ended June 30, 1992, combined revenues and 
financial sources were $430 million and expenses were $414 mil

, lion, yielding an excess ofrevenue over expense of$16 million 
and an accumulated fund balance of $276 million. 

3. For the fiscal year ended June 30, 1993, combined revenues and 
financial sources were $464 million (an increase of 8 percent) and 
expenses were $471 million (an increase of 14 percent), yielding 
an excess of expenses over revenue of over $7 million and an end
ing fund balance of $269 million. 

4. The state funded subsidy was $26.9 million in fiscal year 1992 
and $31 million in fiscal year 1993. The subsidy as a percentage 
of revenues was 6.2 percent and 6.7 percent respectively. The 
subsidy as a percentage of expe'nditures was 6.5% in fiscal year 
1992 and 6.6% in fiscal year 1993. 

5. Nothing came to the attention of OSA auditors to indicate that 
the state subsidy was used for other than appropriate academic 
purposes. 
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Prior Audit Result: Corrective Actions 

Roxbury 
Community 
College 

Initiatives 

Student Financial 
Aid Programs 

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 col
lege has taken corrective actions based on OSA recommendations . 

• The College has substantially improved the amount of documen
tation available for all trust fund expenditures, has improved 
check-handling procedures, and has adopted a "no paid leave" 
policy. 

The following is an update of an ongoing initiative in the area of 
education. 

• The OSA is continuing audits of federal student financial assis
tance programs at nine public colleges. 

27 



28 

Human Services 
Audits 

During the report period, the OSA re
leased sixteen reports pertaining to human 
services activities, six of which were audits 
of vendors who contract with the Common
wealth to provide social services. One of the 
audits reviewed Electronic Data Processing 
.(EDP) activities and is detailed in the EDP 
Audit section on page 64. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Human Services Audits 

Adequate accounting and administrative controls help to ensure 
that state funds are being spent properly and efficiently . . Several 
reports revealed various internal control weaknesses that create 
vulnerabilities to waste and mismanagement and may result in lost 
revenues. 

• Community Teamwork, Inc. did not sufficiently monitor program 
eligibility or assistance payments for its energy assistance pro
gram. A review of claims filed by 338 individuals over a three
year period disclosed that 45 of these individuals (13.3%), who re
ceived a total of $60,073, submitted false information on one or 
more claims. 

• Community Teamwork, Inc. (CTI) annually awarded contracts to 
certain weatherization contractors, with little or no consideration 
given to other interested contractors. Moreover, weatherization 
work performed by these contractors was often beyond the scope 
of services originally approved, which resulted in significant in
creases over anticipated costs. In addition, CTI did not adhere to 
EOCD policies that require certain residences to be weatherized 
on a priority basis. 

• Community Teamwork, Inc.'s former CPA firm performed work 
that was professionally deficient and substandard. The audit re
port performed by this firm in 1990 was rejected by oversight 
agencies as not meeting minimum reporting requirements and 
standards. Moreover, CTI's successor CPA firm was unable to 
verify beginning balances or certify financial statements for 1991, 
due to deficiencies in the prior firm's work. The OSA recom
mended that the Department of Purchased Services refer the 
former CPA and his firm to the State Board of Public Accoun
tancy for appropriate action. 

• Community Teamwork, Inc. (CTI) f"i1ed to properly account for 
cash collections of approximately $2:l7,000 per year from parents 
for day care services and an unknown amount from various 
sources for fund-raising activities. Poor controls over collections 
may have resulted in a loss of funds to CTI, as no reconciliations 
of actual versus ~ssessed fees were performed and no listing of 
outstanding fees existed. 
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• Community Teamwork, Inc. (CTI) took little or no action to collect 
$138,431 in vacancy and damage claims owed by tenants or 
former tenants subsidized by CTI. CTI did not issue follow-up no
tices if there was no response to the initial request for payment, 
did not reflect amounts owed on financial records or on its bal
ance sheet, and did not have a policy with regard to write-offs or 
settlements of disputed amounts. CTI managers agreed that col
lection efforts were not effective, but added that Executive Office 
of Communities and Development policies discourage such efforts. 

• Community Teamwork, Inc. (CTI) did not have adequate controls 
over the disbursement of federal emergency funds. Several ques
tionable payments were made for rent and utilities for CTI em
ployees and others, without a thorough documentation of need. 
The failure to establish controls over this activity may have been 
attributable to the perception that the amount available for dis
b~rsement, $63,458, was not significant, but allowing employees 
to distribute these funds on a judgmental basis resulted in poten
tial disbursements to individuals who 'were not needy. 

• The Department of Mental Retardation, as reported in the audit 
of Road to Responsibility, Inc. (RTR), paid RTR $56,929 more 
than originally contracted for, to provide additional employment 
and training services, without executing a new contract or pro
cessing a contract amendment. As a result, there was no mecha
nism to evaluate RTR's performance under this contract. 

• The Department of Public Welfare (DPW) did not maintain the 
information necessary for proper management of its Employment 
and Training (ET) program. DPW was unable to provide demo
graphic data, an unduplicated count of program participants for 
fiscal years 1990 and 1991, average length of stay, total pay
ments for supportive services, or total amount of day care services 
provided to participants. In addition, DPW did not maintain com
plete and accurate job placement or retention rates and did not 
accurately calculate participants' length of stay on welfare. 

• The Department of Public Welfare (DPW) did not maintain cer
tain required applicant and dependent information to document 
and verify Educational Training (ET) and general program eligi
bility. For example, DPW could not locate 16 of the statistical 
sample of 73 ET program client files; no files examined contained 
evidence of Social Security number verification or verification of 
public or private housing status; and 41 of the 73 cases did not 
contain all required verification for cash, motor vehicles, and in
surance owned by the recipient. As a result of these deficiencies 
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in documentation and certification, DPW could not be assured 
that all welfare recipients were eligible for services, including ET 
services, and also risked reductions in federal reimbursements for 
some program costs. 

• The Department of Public Welfare (DPW) did not properly refer 
for investigation all instances of potential welfare fraud. The in
cidents of potential client misrepresentation that were not re
ported, as required, to the state's Bureau of Special Investiga
tions included individuals using multiple Social Security numbers 
or names and individuals with assets in excess of eligibility lim
its. 

• The Department of Public Welfare (DPW) had not established 
and implemented an effective system of monitoring the day care 
services it provided to its clients. As a result, certain ineligible 
individuals received day care services; certain eligible individuals 
received unauthorized day care services; and certain providers re
ceived questionable or unallowable payments. For example, in 
one instance DPW reimbursed a day care provider for 80 days of 
care for two children (40 days provided to each child) during a 31 
day month that contained 21 working days. 

• Gandara Mental Health Center, Inc., due to inadequate proce
dures for classifying direct and indirect costs, incorrectly reported 
indirect costs totalling $244,313 as direct program expenses on 
financial statements filed with the Department of Purchased Ser
vices (DPS). As a result, Gandara failed to disclose that its indi
rect costs exceeded allowable limits established by DPS. In addi
tion, by inaccurately representing its financial operations, it hin
dered the Commonwealth's efforts to collect, analyze, utilize, and 
report social service costs. 

• Greater Lynn Mental Health Association, Inc. had not estab
lished and implemented an adequate policy relative to reimburse
ments for staff travel expenses. As a result, certain reimburse
ments for business-related travel were made with insufficient 
documentation and without formal supervisory review. During 
the course of the audit, Association managers drafted new policies 
and procedures intended to assure that types and amounts of 
travel expenses incurred are appropriate and adequately docu
mented. 
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• Nonotuck Resource Associates, Inc. did not have written policies 
and procedures relative to its award and administration of con
tracts and in one instance reviewed, did not seek competitive 
bids, did not execute a written contract, did not properly docu
ment that the contracted services were necessary, and did not 
properly disclose a related-party transaction. Although private 
vendors are not required to bid competitively, it is sound busi
ness practice to so. In the case reviewed, Nonotuck did not even 
seek price quotes from other consultants, but, instead, gave the 
contract to the sister-in-law of its Executive Director. As a result, 
Nonotuck could not be assured that it received the highest quality 
services at the lowest cost. In addition, Nonotuck did not prop- . 
erly disclose the contract as a related-party transaction. 

• The Office of the Commissioner of Veterans' Services did not ad
equately manage two federally funded grant programs totalling 
over $1 million. The Office expended $108,000 for ineligible pro
gram costs and $32,000 for equipment purchases that had no di
rect program benefit; did not sufficiently document contractor 
personnel costs, $186,000 in Department of Employment and 
Training administered program costs, and $162,000 in adminis
trative costs; and was not always timely in the payment of con
tract workers' consulting fees. Questionable and undocumented 
costs could potentially be disallowed by federal authorities and 
become a liability to the state. 

• The Office of the Commissioner of Veterans' Services did not es
tablish internal administrative and accounting controls over dis
bursements for contract services. The review disclosed inad
equate monitoring and supervisory controls, the absence of proper 
payment documentation, and unauthorized vendor services. In 
addition, certain consultants were authorized to perform services 
prior to the proper execution of their contracts. 

• The Office of the Commissioner of Veterans' Services needed to 
strengthen internal controls over cash disbursements, advance 
fund management, and payroll. Specifically, several overpay
ments and underpayments to cities and towns for veteran benefit 
reimbursement payments were noted; bank reconciliations for an 
advance fund were not performed; advance funds were improp
erly used for payment of contract worker services and for staff 
salary advances; and many employee timesheets lacked supervi
sory approval or were otherwise incomplete. As a result, the Of
fice could not demonstrate the validity of all expenditures. 
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• The Office of the Commissioner of Veterans' Services did not make 
timely benefit reimbursements to municipalities of $2.8 million 
during calendar year 1989 and $6.2 million during calendar year 
1990. As a result, an additional fmancial burden was placed on 
cities and towns. 

• The Rate Setting Commission had administrative deficiencies in 
monitoring and accounting for disbursements under consultant 
service contracts. For example, because a standard contract did 
not contain criteria regarding allowable work hours per day or 
week, two contract persons were permitted to work unlimited 
hours which exhausted their maximum contract obligation before 
the end of the fiscal year. These contract employees were then 
permitted to work the last two weeks of June without pay, but 
with management's promise that they would be given time off with 
pay in the next fiscal year. As a result, these employees were paid 
for compensatory time that should not have been permitted and, in 
one case, the employee submitted false time sheets with the full 
knowledge ofthe operations manager. Currently, the contracts 
have been amended in order to control time worked per week, and 
contractors will not receive compensation in any form for hours not 
worked or for hours worked in excess of the terms of their contract. 

• Road to Responsibility, Inc. (RTR), for four of five contracts exam
ined, billed amounts for services that could not be reconciled to its 
own books of account or to financial reports filed with the Depart
ment of Purchased Services. In addition, RTR claimed deprecia
tion totalling $16,039 on donated assets, contrary to state regula
tions. This resulted in an understatement ofRTR's fund balance 
and maintenance expenses. Due to these accounting and record
keeping problems, RTR was not accurately recording its revenues, 
expenses, and fund balances. 

• Westborough State Hospital had missing funds and property total
ling $2,260 that should have been reported to the OSA under the 
Internal Control Statute. In one instance, a patient lost $1,180 in 
cash and other valuables. The property had been checklisted and 
deposited in a locked box in the reception area. At some point, be
fore these valuables could be delivered to the business office, 
where they are kept, they disappeared. The value of the lost prop
erty was reimbursed by the Hospital. In a second incident, a theft 
of cash and cigarettes, with a value of $1,080 was reported by the 
Canteen operator to Hospital Officials. The OSA disclosed laxness 
in security controls, including failure to put a cash drawer into a 
safe and failure to lock a rear door. No evidence was available 
concerning any other particulars or conclusions regarding the 
theft. 
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• Work, Inc., as reported in a prior audit, still needed to resolve 
conditions that led to previous overpayments by the Common
wealth. These conditions required further review by the Depart
ment of Mental Retardation to determine the appropriateness of 
Work, Inc.'s operating procedures, corporate structure, and salary 
levels and non-salary compensation provided to executives. In 
addition, the Department of Purchased Services needed to 
strengthen requirements that providers make -clear disclosures of 
related party transactions, whic~ are vulnerable to systemic 
abuse. 

AIl state entities and private entities that receive public funding 
for the purchase of equipment are required to keep complete inven
tories of equipment, materials, and supplies in order to ensure that 
property is safeguarded and used for its intended purpose. The fol
lowing reports identified areas where controls needed improvement. 

". Community Teamwork, Inc. (CTI) had not conducted a physical 
inventory between 1989 and 1993. As a result, CTI could not be 
assured that its fixed assets were being adequately safeguarded 
against loss or unauthorized use. 

• The Office of the Commissioner of Veterans' Services was cited in 
a prior audit for deficiencies in inventory control. During the cur
rent audit period, the Office still did not maintain a complete in
ventory, did not tag all equipment items, and did not record all 
necessary information relative to cost and location of furniture 
and equipment. As a result, the Office could not be assured that 
its fixed assets were properly protected or accurately recorded on 
its books. 

• Road to Responsibility (RTR) did not maintain detailed records of 
its inventory, including a description and location of each item, its 
cost, and the source of funds used to purchase it. In addition, 
RTR did not conduct annual inventories of its fixed assets, did not 
tag items of furniture and equipment, and did not maintain a list 
of obsolete or retired items. As a result, RTR could not be assured 
that $229,890 in property and equipment was being properly 
safeguarded against loss or unauthorized use. 

• Westborough State Hospital did not conduct an annual inventory 
of furniture and equipment; did not tag new equipment pur
chases; and did not classify as surplus equipment several excess 
or obsolete items stored at the Hospital. As a result, the Hospital 
could not be assured it was properly safeguarding its fixed assets 
or realizing maximum benefit from surplus items. 
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• Westborough State Hospital, while inventorying and properly re
cording controlled drugs, needed to improve accountability over 
its uncontrolled drugs and over unused drugs returned from hos
pital wards. Inventories of uncontrolled drugs were conducted 
only on a limited test basis and significant variances existed be
tween physical counts and inventory records. In addition, re
turned, unused drugs, both controlled and uncontrolled, were not 
re-entered on the inventory records but were placed in a special 
bin until used up on subsequent orders. The OSA recommended 
the immediate elimination of this practice; all returned, unused 
drugs should be added, for control purposes, back to inventory 
records for future use. 

• Worcester State Hospital, as cited in a previous audit, still did not 
maintain a stock ledger to control food purchases or the issuance 
and usage of food. As a result, there was little assurance that 
food inventories were accounted for properly. 

• Worcester State Hospital did not conduct an annual physical in
ventory. As a result, a number of equipment items could not be 
located, and fixed assets in general were vulnerable to loss and 
misuse. 

• Worcester State Hospital had not implemented a perpetual inven
tory system for uncontrolled drugs. In addition, returned, unused 
drugs, both controlled and uncontrolled, were not inventoried but, 
rather, placed in a special bin until used up on subsequent orders. 
As a result, the Hospital could not assure that its uncontrolled 
drugs or its drugs returned for reuse were properly protected from 
waste and misuse. 

Several human services entities were not in compliance with vari
ous state and federal laws or regulations. Such noncompliance 
could result in inappropriate expenditures, in loss of tax revenues, 
or in increased risk to client health and safety. 

• Community Teamwork, Inc. (CTI) did not comply with Internal 
Revenue Service (IRS) reporting requirements regarding wage 
payments of at least $3,287,620. CTI also did not withhold in
come taxes, as required, for parties previously identified by the 
IRS as providing erroneous taxpayer information. As a result of 
CTI's failure to comply with tax law, certain individuals may not 
have reported income to the IRS, and may consequently have un
derpaid their taxes. The failure to comply with information-re
porting and backup-withholding requirements may also result in 
actions against CTI by the IRS. See page 83. 
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• Community Teamwork, Inc. (CTI) provided CTI-owned or leased 
automobiles to thirteen employees, the value of which as a fringe 
benefit was not reported as taxable income. Neither CTI nor the 
employees maintained any records of business use of these ve
hicles, and CTI placed no restrictions on their personal use. The 
value ofthis"benefit was either not reported or not fully reported 
as taxable income on the employees' IRS Form W-2, Wage and 
Tax Statements. See page 83: 

• The Department of Public Welfare (DPW) did not enforce state 
regulations requiring that all contracted human service providers 
that employ more than the equivalent of 20 full-time staff must 
fill at least 5% of all state funded positions with welfare recipi
ents. Because DPW did not meet its responsibilities as the ad
ministering agency, the state lost the opportunity to place a sig
nificant number of recipients, especially Education and Training 
program participants, in jobs. 

• The Department of Public Welfare, contrary to federal and state 
regulations, allowed illegal aliens to participate in Education and 
Training program components, providing them with supportive 
services, and placing them in jobs. 

• Road to Responsibility housed a client in a basement room that 
did not meet state health, sanitation, and safety standards. This 
client has subsequently moved to quarters which have passed 
town inspection and Department of Mental Retardation licensing 
requirements. 

The Department of Public Welfare's Employment and Training 
Program, like work and welfare programs that preceded it, was es
tablished to assist welfare recipients in obtaining the necessary edu
cation, skills, and supportive services to become economically self
sufficient. In order to assist its deliberation on welfare reform, the 
Legislature, in 1990, enacted Section 7 of Chapter 75 MGLs, which 
required the OSA to analyze and evaluate this program. The OSA 
evaluation included an analysis of existing incentives and disincen
tives to economic independence, types of employment positions of
fered or filled, and success and failure rates. It also examined sup
portive services offered to participants of the program, such as day 
care and medical care, and analyzed program costs. An Interim Re
port was issued in October 1990, followed by a final report in March 
1994. The following programmatic issues were disclosed and dis
cussed: 
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• The Department of Public Welfare's Education and Training (ET) 
program created disincentives to economic independence. During 
the audit period, a typical ET participant who found employment 
had approximately 37% less disposable income than had been re
ceived on public assistance. The one factor that would potentially 
reduce this economic disincentive for certain individuals would be 
more effective child support enforcement. Based on the OSA 
sample, if ET program graduates received their court-ordered 
child support payments, their disposable income would be about 
12% greater than what they had received through public assis
tance. It should be noted, however, that less than 113 of program 
participants sampled had been awarded court-ordered child sup
port. 

• The Department of Public Welfare's Education and Training pro
gram allowed participants to choose employment and/or training 
components that were not most appropriately and efficiently 
linked to achieving self-sufficiency. For example, fewer than 25% 
of participants with the necessary education and/or skills to ob
tain a job, chose to participate in job search activity. Moreover, 
24% of participants who did not appear to have sufficient educa
tion and job skills were allowed to take part in job search activi
ties. In terms of job retention, 13.7% of participants who were 
placed in jobs during fiscal year 1990 were still employed and 
earning wages of at least $12,000 one year later. 

• The Department of Public Welfare's Education and Training pro
gram provided a variety of supportive services, including funding 
for transportation, clothing, equipment, and materials, as well as 
health and day care services. These services appear crucial to the 
success of an education and training program, as well as to job 
retention. 

• The Department of Public Welfare expended approximately 
$188.6 million to administer its Education and Training (ET) pro
gram for the two years ended June 30, 1990. Eighty-two percent 
of this money was provided from state-appropriated funds that 
were subject to 50% federal reimbursement and 18% was fully 
funded by the federal government. Day care funding was the 
single most expensive component of the program, costing over $98 
million for the two year audit period. During fiscal year 1990, the 
annual cost per ET program participant was $4,126, and the cost 
per job placement ranged between $5,793 and $12,069. 
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The following examples of unallowable vendor charges and reim
bursements, which reduce funds available for service provision, 
were noted. 

• Community Teamwork, Inc., from November 1983 through mid-
1991, paid amounts due of at least $164,070 on its former Execu
tive Director's credit cards. These payments were made based on 
summary statements without any itemization of charges or docu
mentation that the expenditures were business-related. 

• Community Teamwork, Inc.'s former Executive Director was re
imbursed at least $3,350, for political contributions, in yiolation 
of federal and state laws. See pages 83 and 84. 

• Community Teamwork, Inc. (CTI),s former Executive Director 
claimed and received reimbursement for travel expenses in excess 
of authorized per diem rates, for days he was not in attendance at 
authorized conferences, for days prior to or after official confer
ence days, and for undocumented charges. As a result CTI paid 
thousands of dollars in questionable or unallowable expenses. 
The former Executive Director also accrued and carried forward 
vacation time well in excess of authorized limits and charged for 
unauthorized compensatory time. 

While the DSA audit was in progress, the CTI Board became 
aware of its Executive Director's violations of various CTI policies 
and possible violations of state and federal law. As a result, the 
Board suspended him and, ultimately, he resigned his position. 
See pages 83 and 84. 

• Gandara Mental Health Center, Inc. charged and was reimbursed 
by the Department of Mental Health for $26,674 in unallowable 
costs paid to a related party. While use of state contract money 
in business transactions with immediate family members and 
with affiliated entities is allowable, all such transactions must be 
fully disclosed, and no profit can be made. In this instance, 
Gandara, over a two year period, paid lease payments for two 
residential properties that exceeded by $26,674 the amount al
lowable under the no profit regulation. This money should be re
turned to the Commonwealth. In addition, the Center failed to 
document a $45,000 loan made to its related party. Without a 
prepared promissory note detailing the terms ,and conditions of 
the loan, the Center could not assure the loan's repayment. DSA 
concern was increased by the fact that between September 8, 
1992 and April 30, 1994 no repayment of the debt had been 
made. 
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• Gandara Mental Health Center, Inc. billed and received pay
ments totalling $52,229 under seven cost reimbursement con
tracts with the Department of Public Health and the Department 
of Mental Health in excess of the expenses it actually incurred. 
These funds should be remitted to the Commonwealth. 

• Gandara Mental Health Center, Inc. charged for $8,114 in toll 
calls. Since it could not substantiate that the calls were business
related, these expenses were unallowable and reimbursements for 
them should be returned to the Commonwealth. In addition, 
Gandara could not adequately document the programmatic need 
for $6,304 in expenditures for items such as airfare, car rentals, 
and appliances. As a result, it could not be assured that these ex
penses, which were charged against its state contracts, were rea
sonable and allowable. Finally, members of Gandara's staff ex
pended at least $5,821 in state funds for personal items, such as 
flowers, gifts, lunches, and entertainment, that were non-pro
gram-related and therefore nonreimbursable. This sum should be 
refunded to the Commonwealth. 

• Road to Responsibility, Inc. (RTR) was paying a higher interest 
rate on a loan made to it by its president's father than was allow
able by state regulations governing related party transactions. In 
addition, although RTR had sufficient funds to payoff this loan at 
the end of fiscal year 1990, it instead extended the loan through 
July 1995. As a result, the Commonwealth paid $17,336 in 
unallowable and unnecessary interest expenses. 

• Road to Responsibility (RTR) improperly charged $6,928 in 
fundraising expenses to state contracts. Such expenses are non
reimbursable under state regulations and should be remitted to 
the Commonwealth. In addition, RTR expended $594 in state 
funds for personal items such as lunches and gifts. This money 
should also be returned. 
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After a three-year phase-down in operations, Belchertown State 
School was officially closed on December 31, 1992. In consideration 
of this closing, the OSA conducted a review of the School's financial 
activities and accounts as of this date. This review indicated that 
management had taken action to resolve prior audit results and to 
ensure that all funds and other assets were transferred to the cus
tody of appropriate parties prior to the School's closing. The correc
tive actions resolved issues related to record reconciliation, payroll 
controls, and travel reimbursements. The results of the review of 
fund and asset transfers are detailed below. 

, 
1. Residents' Fund: Between January 1990 and December 1992, 

285 residents were moved into the community. As residents 
moved from the School, their funds were transferred with them, 
and when the School closed, no funds remained in the Residents' 
Fund. 

2. Canteen Fund: Recreation and Benefit Fund: As of December 
31, 1992, $1,790 remained in the Canteen Fund and $11,943 re
mained in the Recreation and Benefit Fund. These funds will be 
transferred to a Department of Mental Retardation regional office 
(Community Services Center-West), to be expended to benefit 
former School residents. The Regional Citizen Advisory Board will 
be responsible for monitoring these expenditures. 

3. Advance Funds: Funds were advanced to the School by the 
State Treasurer in order to pay wages to residents working at the 
School. As of December 31, 1992, the School had $302 in advance 
funds, which were returned to the State Treasurer on January 6, 
1993. 

4. Inventories: The School maintained inventories of food, cloth
ing, medical, and pharmaceutical supplies, as well as of furniture 
and equipment. When the School's pharmacy was closed in Au
gust 1991, medical and pharmaceutical supplies were transferred 
to to the Monson Developmental Center. Later, the School also 
sent leftover food and clothing to Monson. Relative to the School's 
furniture and equipment, the OSA has recently completed a state
wide audit on the disposition of furniture and equipment at facility 
closings at the Department of Public Health, the Department of 
Mental Health, and the Department of Mental Retardation. The 
Belchertown State School is included in this statewide audit. 
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The Department of 
Social Services' 
(DSS) Decision to 
close Hs Gardner 
Area Office 

In response to a request from Senator Robert Antonioni, the Of
fice of the State Auditor conducted a review of documentation main
tained by DSS in support of its decision to close its Gardner Office. 
The review focused on cost savings and service provision to the 
population formerly served by the Gardner Office. 

1. The consolidation of DSS offices took place according to caseload 
size. Documentation provided by DSS indicated that the Gardner 
Office, with an average caseload of 192, had one of the smallest 
office caseloads in the state. Only the Concord, Newton, and Sa
lem offices, all of which were also closed, had smaller caseloads. 

2. Documentation available for determining the financial impact of 
the closing of the Gardner Office indicated that DSS would realize 
a savings ranging from $113,598 to $184,598 depending on the 
method used to calculate the net savings. 

3. DSS transferred the Gardner area caseload to the Fitchburg of
fice. DSS could not provide a detailed evaluation of either the 
provision of social services to Gardner area residents or the over
all effect the transfer had on the Fitchburg office. In addition, 
DSS could not document that required annual needs assess
ments, the purpose of which is to identify gaps in service provi
sion, were being performed. 
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A review of prior audit results is an important component of each 
OSA audit. The follow-up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations. Among the 
human services entities that implemented the OSA's recommenda
tions were the following: 

• The Center has strengthened controls over client funds by main
taining adequate supporting documentation for expenditures. 

• The Hospital is providing for more accurate and reliable monthly 
patient fund reconciliations by implementing a separate control 
listing of all patients' savings account balances. 

• Work, Inc. has negotiated a financial settlement with the Depart
ment of Mental Retardation (DMR), by which it will remit 
$588,000 to the Commonwealth. This settlement represents a 
recoupment of a portion of the funds paid to Work, Inc. in excess 
of that allowed by state regulations. In agreeing to the settle
ment, DMR avoided costly and protracted legal action. 
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The following is an update of planned and ongoing initiatives in 
the area of human services: 

• The OSA, on August 15, 1994, issued a report of the 
Administration's consolidation plan to close certain DMH, DPH, 
and DMR facilities. This audit focused on compliance with state 
law and regulation in the loan of state owned equipment to pri
vate organizations and in the procedures followed in the disposi
tion of furniture and equipment. This audit, which will be de
tailed in the next Semi-Annual Report, is available from the Of
fice of the State Auditor at 727-2075. 

• The OSA is completing a statewide review of vendors' indirect 
costs, such as administrative and support charges, to determine if 
these costs are reasonable, allowable, and allocable to state con
tracts. 

• The OSA is completing a performance audit relative to the pro
cess for awarding state contracts to human service vendors. The 
audit assesses the adequacy of administrative controls over the 
procurement of services. Selected state agencies and provider 
vendors were reviewed for compliance with policies and proce
dures, as well as with prescribed and acceptable practices. 
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Judiciary flaw 
Enforcement Audits 

The OSA released four judiciaryllaw en· 
forcement audits during the report period, 
including a statewide review of various divi· 
sions of the Trial Court which entailed site 
work at 51 entities. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Judiciary flow Enforcement.Audits 

Adequate accounting and administrative controls help to ensure 
that state funds are being spent properly and efficiently . . The follow
ing instances of internal control weaknesses, which create vulnerabil
ity to waste and mismanagement and may result in lost revenues, 
were noted. 

• Barnstable County Jail and House of Correction needed to improve 
administrative controls over alternative sentencing contracts. The 
contracts reviewed did not have sufficient contractual specifications 
to protect the Commonwealth's interest and ensure service delivery 
as intended. 

• Five out of six counties that participateo . n the Prison Overcrowd
ing RelieflModular Program did not file required reports in a timely 
fashion. This resulted in the counties' failure to return $1,075,844 
in unexpended funds to the state. Also, one county used $61,436 in 
fiscal year 1992 funds to pay for fiscal year 1993 costs; one county 
reported $495,000 in expenditures that were encumbered but not 
spent at the end of the fiscal year; and three counties did not report 
all interest earnings. 

• The Executive Office of Public Safety (EOPS) and the Department 
of Correction (DOC) needed to strengthen their monitoring of lease 
agreements and extensions of leases executed as part of the Prison 
Overcrowding ReliefIModular Program. The OSA, in examining 
leases for modular units in three counties, found several instances 
in which vendors were charging for dismantling units and doing site 
restoration when, by the terms of the agreement, they were already 
responsible for these services. The OSA determined that the Com
monwealth was overcharged $66,868 for those leases examined, and 
recommended that EOPS and DOC recover these funds. 

• Roxbury District Court did not adequately separate responsibilities 
so that one employee's work could serve as a check on another's. 
Specifically, in both the Clerk Magistrate's and the Probation Office, 
the person responsible for cash receipts u1so prepared bank deposit 
slips, reconciled bank statements, and approved disbursements. 
Additionally, in the Clerk Magistrate's Office, one employee pre
pared payment vouchers, received goods, reviewed invoices for ap
proval of payment, and made all purchasing entries into the Massa
chusetts Management Accounting and Reporting System (MMARS). 
In order to assure the safeguarding of assets and the accuracy of ac
counting data, no individual should be in a position to control all as
pects of a transaction. 
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• Roxbury District Court needed to strengthen its payroll controls. 
Fifty-one percent, or $127,000 of the $247,000 expended for pay
roll for the month of November 1992 could not be verified by such 
supporting documentation as signed and approved time sheets 
and approved payroll deductions. An employee of the Court's per
sonnel office stated that numerous requests were made for sup
porting payroll documentation, but if it was not provided, due to 
time constraints, payrolls were prepared without it. 

• Roxbury District Court's Probation Office had not processed 512 
money orders that totalled $40,968. These funds, which repre
sent unidentified payments received from January 1988 through 
February 1993, were not processed because the cashier's office 
had no record of the payor's obligation. At the same time, a box 
containing over 1,800 unprocessed court ledger cards which would 
establish obligators' accounts were in the cashier's office awaiting 
input into the automated system. Court officials attributed this 
condition to a shortage of personnel. 

,. Roxbury District Court's Probation Office had a variance of 
$11,126 between the State Treasurer's bank statement balances 
and the Probation Office's cash book balances. The audit also 
noted more than 350 outstanding checks totalling $47,456. Of 
this amount, as of November 1992, $15,782 represented checks 
that were between one and seven years old, and on which p'ay
ment should have been stopped. In addition, the Probation Office 
had $154,445 on deposit with the Treasurer's Office that should 
have been disbursed to proper recipients or forwarded to the 
Clerk's Office. 

• The Trial Court of the Commonwealth of Massachusetts, while 
improving internal controls in the majority of its divisions, still 
needed to improve cash receipt controls, including procedures for 
bank account reconciliations, maintenance of outstanding check 
lists, and daily and month-end closings. This was the most com
mon area of noncompliance within the Trial Court's internal con
trol structure and included findings at the following departments: 
Suffolk Superior Court, division for civil business; Waltham Dis
trict Court; Chelsea District Court; Dorchester District Court; 
Middlesex Probate and Family Court; Suffolk Probate and Family 
Court; Middlesex Superior Court; and Woburn District Court. In 
addition, at Palmer District Court, 1010 civil motor vehicle infrac
tions were unpaid because they had not been sent to violators; 
and $45,097 in un deposited funds, dating back as far as six 
months from receipt, were on hand. The undeposited funds cre
ated an environment vulnerable to a loss or theft, which, in fact, 
had occurred. After further inquiry, an employee admitted to the 
theft of $1,906. 
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• The Trial Court of the Commonwealth of Massachusetts is required 
to follow certain rules for cash disbursement designed to protect 
funds held by the courts from misappropriation and also to ensure 
that funds provided for the operation of the trial court system are 
expended in accordance with applicable laws, rules, and regula
tions. Instances of noncompliance with cash disbursement control 
regulations, including failure to transfer unclaimed funds and bail 
forfeitures to the State Treasurer, were noted at the following: . 
Somerville District Court, Dorchester District Court, Middlesex 
Probate and Family Court, Cambridge District Court, and the Bos
ton Municipal Court. 

• The Trial Court of the Commonwealth of Massachusetts, while cor
recting instances of noncompliance with payroll procedures in most 
divisions, had issues involving failure to properly maintain atten
dance calendars at Essex Superior Court, Amesbury District Court, 
Woburn District Court, and Worcester Probate and Family Court. 

• The Office of the Chief Administrative Justice, as reviewed in the 
comprehensive audit of the Trial Court of the Commonwealth of 
Massachusetts, needed to improve internal accounting controls over 
cash receipts, deposit of law library revenues, documentation of ex
penditures, transfer of funds among appropriation accounts, and 
encumbrance management. The Office had begun to take correc
tive action in these areas and on behalf of the Trial Court, as de
tailed under Prior Audit Results, on page 48. 

All state entities are required to keep complete inventories of equip
ment, materials, and supplies in order to ensure that property is safe
guarded and used for its intended purposes. The following reports 
identified areas where inventory controls needed improvement. 

• Roxbury District Court had not completed an annual inventory of 
property and equipment since May 20, 1988. As a result, the Court 
had limited assurance that its fixed assets were protected against 
loss or unauthorized use. 

• The Trial Court of the Commonwealth of Massachusetts needed to 
improve controls over fixed assets at fourteen locations. Deficien
cies included failure to maintain a complete inventory of property 
and equipment, failure to fill out appropriate forms for equipment 
disposal, failure to tag equipment and, in one instance, missing 
items. These inventory issues indicated a potential for misuse of 
Court property. 

• The Office of the Chief Administrative Justice, as reviewed in the 
comprehensive audit of the Trial Court, had begun, but not yet 
completed, a full inventory listing, including the value and location 
of each item of furniture and equipment. 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations. Corrective ac
tion, based on OSA recommendations, was taken in the following 
instances. 

• Seventeen of the 25 divisions of the Trial Court with previously 
reported cash receipt findings, had taken appropriate corrective 
actions. 

• The Ipswich and Malden divisions of the District Court depart
ment, the Franklin and Middlesex divisions of the Superior Court 
department, and the Plymouth and Worcester divisions of the 
Probate and Family Court department had all strengthened con
trols over cash disbursements, including the processing of in
voices, travel expense vouchers, payments to jurors and indigent 
defense counsel, and prisoner transportation expenses. 

-. Five of the six divisions which had been cited for noncompliance 
with payroll procedures were now properly maintaining atten
dance calendars for sick leave and vacation time. 

• Ten of the twenty divisions which had been cited for noncompli
ance with required procedures for safeguarding fixed assets had 
taken appropriate corrective action, including conducting a com
plete inventory, tagging equipment, and recording asset values 
and location. 
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Listed below are planned and ongoing initiatives in the areas of 
the judiciary, law enforcement, and corrections. 

• The OSA, on August 1, 1994, issued an audit of court facility 
rental accounts and related accounts of any county, city, or town 
that receives payments for the provisions of court facilities. Sec
tion 2 of Chapter 203 of the Acts of 198£ states that every county, 
city, or town that receives such payments must maintain the 
rental funds in a separate account to be used solely for the main
tenance of the rented facility. The OSAexamined compliance 
with this requirement, as mandated by Chapter 203. The audit, 
which will be detailed in the next Semi-Annual Report, is avail
able from the OSA at 727-2075. 

• The OSA is reviewing the Commonwealth's policies and proce
dures governing forfeited properties. This statewide audit, which 
includes all eleven district attorney offices, will examine existing 
internal controls and determine agency compliance with appli
cable laws and regulations. 

• The OSA will review and evaluate the internal controls in place 
at district courts for assessing and collecting probation fees. This 
audit will examine (1) compliance with those provisions of Chap
ter 276, Section 87 A and 99, MGLs, that pertain to the probation 
fee process; (2) the standards and procedures used by Chief Pro
bation Officers or their representatives in disseminating support 
orders/restitutio'- informatio' : 0 the district court; (3) whether 
community servIce work programs have been established and the 
effectiveness of such programs; and, (4) the adequacy of controls 
over the collection of fees, including a determination of whether 
waivers, if any, are supported by documentation and are made in 
accordance with prescribed requirements. 
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Other Audit 
Reports 

During the report period, the OSA re
leased eighteen other audits pertaining to 
various state entities, three of which re
viewed Electronic Data Processing (EDP) ac
tivities and are detailed in the EDP Audit 
section on page 64. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Other Audit Reports 

Adequate accounting and administrative controls help to ensure 
that state appropriations are spent properly and efficiently, and 
that funds raised through assessments, fines, and fees are appropri
ately collected, recorded, and disbursed. The following instances of 
internal control weakness~s were noted. 

• The Depc ment of Labor and Industries did not deposit cash re
ceipts on a Jaily basis. The Department's five divisions collected 
and deposited approximately $982,000 during fiscal year 1992 for 
various fees, permits, licenses, and certificates. On the basis of 
transactions tested, the OSA found that funds were held, before 
deposit, for an average of 20 days. As a result, the Common
wealth lost the immediate use of these funds and any interest 
that might have accrued. 

• The Department of Labor and Industries did not have written op
erating procedures and guidelines for its inspectors to follow in 
completing wage recovery cases. In addition, there was a lack of 
segregation of duties, in that inspectors handled wage recovery 
cases from inception until the time the case was resolved, includ
ing releasing checks to claimants or remitting unclaimed checks 
to the State Treasurer. Finally, wage recovery checks were not 
properly recorded on the Department's books of account. As a re
sult, the Department could not be assured that claimants were 
properly receiving their recovered wages or that all unclaimed 

. wage recoveries were being properly deposited. 

• The Department of Procurement and General Services (DPGS), 
which oversees the Motor Vehicle Management Bureau, could not 
provide documentation that required authorization signatures 
were obtained for the use of state vehicles during fiscal year 1991. 
DPGS officials stated that this condition was due to a computer 
crash which had eliminated an important database. 

• The Department of Procurement and General Services needed to 
improve the maintenance of request records at the Motor Vehicle 
Management Bureau for license plates issued to state agencies 
whose workers perform unique duties. A review of files listing 
plates issued to various agencies indicated very few instances of 
the required accompanying letter of request stating why the spe
cial plate was needed or a record of Bureau approval. 

• The Department of Procurement and General Services (DPGS) 
needed to improve maintenance of accident logs and files at the 
Motor Vehicle Management Bureau. The Bureau's master acci
dent reporting log did not clearly indicate the disposition of cases. 
Moreover, because an accident frequency log was not maintained, 
the Bureau could not readily identify potential problem drivers. 
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• The Department of Public Safety did not have adequate internal 
controls over the processing, recording, depositing, and reconciling 
of cash receipts. Specifically, mailroom employees did not main
tain a log to document and control receipt of funds and did not di
rectly remit funds to the cashier for deposit. In addition, an ini
tial on-site review at the cashier's office indicated that there was 
no safe or vault to secure cash and checks; there was no cash reg
ister to record and control receipts; and the cashier's office door 
was left open, permitting unrestricted access to the office. Fur
thermore, funds received by the cashier's office were held as long 
as two weeks before being deposited. The Department subse
quently purchased a safe and began taking other steps to 
strengthen the safeguarding of its receipts, which total approxi
mately $24 million annually. 

• The Department of Public Safety was not properly reconciling its 
bank statements and was not comparing the information on its 
bank records to Massachusetts Management Accounting and Re
cording System (MMARS) reports. The audit noted that 
$126,195.50 that was supposed to be deposited in an Under
ground Storage Tank Petroleum Product Cleanup Fund desig
nated account was instead deposited in the Department's general 
account. In addition, the Department had not been crediting 
gross boxing receipts to the Boxers' Fund, as required, and, as a 
result, owed the Boxers' Fund $14,258 through June 3D, 1992. 

• The Department of Public Safety had not prepared and imple
mented a written plan of internal controls, as required under the 
Internal Control Statute. One serious control weakness noted 
was a lack of segregation of duties within the cashier's office, 
since the head cashier received revenue, prepared deposits, posted 
revenue to MMARS, and was responsible for reconciling bank ac
counts. Proper internal control procedures indicate that no one 
individual should control all aspects of a transaction. Further
more, supervision by senior management over the activities of the 
cashier's office was inadequate. 

• The Department of Public Safety's employee bonding policy was 
inadequate in both the dollar value and number of employees cov
ered. 



Other Audit ~eports 

• The Massachusetts Cultural Council did not actively pursue the 
recovery of a $200,000 loan. This loan was made, interest-free, to 
Festival Fund, Inc., a private vendor responsible for a cultural ex
change program sponsored by the Council. The OSA recom
mended in a prior report that the Council record the loan on its 
financial records; aggressively pursue repayment, which was due 
on June 30, 1988; and, ifunsuccessful, refer the matter to the At
torney General's Office for a determination of the loan's 
collectibility. The current audit disclosed that the loan was not 
posted on the Council's books as of June 1991 and the loan recov
ery referral had not been made to the Attorney General's Office. 

• The Massachusetts Cultural Council did not conduct site audits of 
the 674 grants funded during fiscal year 1991. As a result, the 
Council could not be assured that $7.7 million given to grantees 
was properly expended. The Council responded that severe bud
get cuts were responsible for this condition. 

• The Massachusetts Cultural Council expended $2,157 from its 
trust fund for staff gifts, a reception for a former director, and a 
reception for freshman legislators, contrary to its established 
trust guidelines. Moreover, the Council's accounting records did 
not accurately reflect the trust fund's fiscal year activity. An un
explained variance of $860 existed between trust fund receipts 
and the Council's accounting ledger. 

• The Office of Management Information Services (OMIS) did not 
maintain complete time and attendance records to support all 
payroll expenditures. As a result, OMIS could not be assured 
that all employees were being paid only for hours actually 
worked. 

• The Registry of Motor Vehicles, which had total annual receipts of 
over $500 million, had not secured bonding for its cashiers. The 
Registry has subsequently taken action to assure that these em
ployees are properly bonded. 

• The Registry of Motor Vehicles needed to improve controls over 
the proper collection and remittance of sales tax receipts due to 
the Commonwealth. The Registry's monitoring procedures were 
insufficient and the Department of Revenue no longer maintained 
staffing at Registry offices or provided assistance to the Registry 
in controlling sales tax receipts. As a result, neither agency could 
be assured that over $370 million in sales taxes collected by the 
Registry were properly recorded, safeguarded, and transferred. 
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• The State's Process for Estimating Tax and Non-Tax Revenues 
did not have adequate documentation to substantiate the Execu
tive Office for Administration and Finance's (EOAF) fiscal year 
1992 original revenue estimate or subsequent revisions to the 
original estimate. For example, EOAF officials could not provide 
documentation detailing who initiated revenue revisions, who re
viewed and confirmed the need for revenue revisions, and who ap
proved these revisions. As a result, it could not be determined 
whether these estimates were reasonable and effectively moni
tored. In addition, although mandated under state law, neither a 
Revenue Advisory Board nor a Massachusetts Council of Eco
nomic Advisors had been established. 

All state entities are required to keep complete inventories and 
tag equipment in order to ensure that property is safeguarded and 
used for its intended purposes. The following reports identified ar
eas where inventory controls needed improvement. 

• The Central Reproduction (CR) section of the Division of Adminis
trative Services, reviewed within the audit of the Department of 
Procurement and General Services (DPGS), did not maintain a 
perpetual inventory for printing supplies. As a result, CR and 
DPGS could not be assured that these supplies were adequately 
safeguarded or properly recorded on their books. 

• The Department of Public Safety (DPS) lacked proper inventory 
procedures to account for the number of licenses issued, the num
ber of licenses on hand, and the location of these licenses. In ad
dition, access to licenses was unrestricted, and no individual was 
designated to monitor license inventory. As a result, DPS could 
not ensure that its license inventory was adequately protected 
from loss or misuse and that all license revenue was safeguarded. 

At the request of the Norfolk County District Attorney, the OSA 
performed a special-scope audit of U.S. Funding, Inc., of America 
(USF), a mortgage company suspected of customer fraud. The Dis
trict Attorney had undertaken an investigation upon referral from 
the Attorney General, who had obtained a court injunction against 
the continued operation of USF in response to complaints from ag
grieved customers. These customers alleged that they had refi
nanced existing mortgage loans and other debts with USF, only to 
find out that USF had not paid off their first mortgage or made 
other debt payments for which it was responsible. Results of this 
audit, which was performed in conjunction with investigations by 
both federal and state law enforcement agencies, follow: 
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• USF's fraudulent mortgage-funding practices resulted in losses of 
$12.25 million to its customers and investors. These illegal prac
tices included recording false information on customer loan appli
cations, paying more than $200,000 to a bank manager to induce 
him to approve loan applications he knew contained false infor
mation, and failing to make mortgage payments as stated under 
the terms of signed loan applications. In addition, customers 
were charged up to 14% of the loan for financial fees. 

Subsequently, sixteen persons were indicted on federal charges 
relating to these activities and thirteen either pled .guilty or were 
convicted by a jury. See page 85. 

• USF prepared and provided to banks (its investors) financial 
statements that significantly overstated its fmancial position. 
These financial statements reflected overstatements of assets, un
derstatements of liabilities, and overstatements of stockholder in
vestments and the amount of earnings retained by the company. 
USF management had primary responsibility for knowingly pre
paring false financial statements and issuing them to banks. 
However, two Certified Public Accountants (CP As) retained at 
various times to review USF's records also bore responsibility. 
One CPA eventually admitted to participation in the preparation 
of false and misleading statements. The other CPA failed to per
form basic audit procedures and ignored evidentiary matters in 
his possession. These CP As were among the sixteen persons in
dicted in the USF case. One was allowed to plead nolo contendere 
and the other was acquitted of conspiracy and other charges. 
Both have been referred to the Board of Public Accountancy and 
the Massachusetts Department of Procurement and General Ser
vices in order to determine if further action is appropriate. 

During the audit period, the OSA reported on several issues in
volving programmatic planning, implementation, and monitoring. 
Both financial and service-related results are reported below. 

• The Massachusetts Highway Department, which oversees the de
sign and construction of thE> Central Arteryffhird Harbor Tunnel 
project, and the Departmer. " of Environmental Protection did not 
implement a plan for the timely disposal of excavated materials. 
As a result, the placement order for twelve harbor tunnel tubes 
had to be changed, and f' ~vated materials had to be stored, at 
an added cost to the pro )f about $7 million. 
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• The Registry of Motor Vehicles, while developing and implement
ing a new automated system for dealing with uninsured motor
ists, still needed to increase the timeliness of registration revoca
tions. The automated system allows insurance companies to im
mediately notify the Registry of insurance coverage cancellations, 
which is a significant improvement over past practice that in
volved the processing of more than 700,000 cancellation notices 
sent annually to the Registry. However, during the current audit 
period, delays were still occurring between the time a motorist's 
insurance was cancelled and the time his registration was re
voked. In addition, the Registry was not notifying state lawen
forcement agencies and municipal police departments of revoca
tions or effectively monitoring revoked plate returns. As a result, 
the Registry could not assure that the public was adequately pro
tected from uninsured motorists. In addition, insured motorists 
were paying a total of $74 million annually for required coverage 
against losses caused by uninsured motorists . 

.• The Registry of Motor Vehicles was cited in two prior audit re
ports for its inability to adequately restrict the driving privileges 
of motorists believed to be at fault in fatal automobile accidents. 
During the current audit period, Registry personnel conducted 
few preliminary investigations. In addition; the Registry had not 
developed a standardized report form and was not conducting 
training sessions for local police departments. This training, 
along with adaptations in the form utilized, would improve proce
dures for obtaining documentation that demonstrates fault for 
the purpose of license suspension. 

• The State Furlough Program, authorized for implementation in 
1991 in light of a projected budget deficit, was reviewed by the 
OSA to determine the extent of compliance by state agencies and 
Authorities, as well as the actual amount of savings achieved. 
The report disclosed that certain entities did not comply with 
statutory requirements and that the program did not result in the 
overall savings anticipated. Because certain entities either did 
not comply or only partially complied with provisions of the fur
lough statute, the program collected $10.3 million less than the 
$57.9 million contained in the Office of the State Comptroller's 
computation of projected furlough savings. Subsequently, ap
proximately $46.7 million was given back to employees either 
through bonus vacation days or cash paybacks, as required by the 
furlough payback statute. 
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The Legislature appropriated $4.5 million for the celebration of 
the 500th anniversary of Christopher Columbus' voyage to America. 
The major event of this quincentennial celebration was the sailing 
to Boston of the Tall Ships in July 1992. The OSA's review dis
closed the following examples of unnecessary agency expenditures, 
unallowable vendor charges and reimbursements, and noncompli
ance with competitive bidding requirements. 

• Various state agencies and Authorities participating in the 
quincentennial celebration spent appropriated funds in a ques
tionable manner. For example, the Metropolitan District Commis
sion expended $2,900 for tools and equipment it would have been 
expected to have on hand and Massport expended $47,567, con
sidered to be excessive, on a Captains' Reception. Other agencies 
used allocated funds totalling $24,000 for a banquet; cellular 
phones, radios, and advertising, all unrelated to the 
quincentennial celebration. All funds used for purchases unre
lated to this event should be remitted to the Commonwealth. 

• Several state agencies did not use competitive bidding in obtain
ing goods and services amounting to approximately $43,000. As 
a result, they could not be assured that these supplies and ser
vices were purchased at the lowest possible cost. In addition, two 
entities backdated procurement documents, preparing them after 
the services were furnished and the invoices had been submitted 
by the vendor for payment. Furthermore, there was little coordi
nation among the ten agencies and two Authorities involved in 
purchasing goods. This resulted in similar items being either 
purchased or rented from a variety of vendors and, in some cases, 
at different prices from the same vendor. These entities were not 
operating in as economical and efficient a manner as possible 
and, in at least one instance, ended up paying a duplicate billing 
for the same service. 

• Sail Boston, Inc. was contractually obligated to repay Massport 
$733,000 of the $817,605 that the Authority spent on its behalf. 
However, Sail Boston did not reimburse any of this money. · 
Massport agreed that the money was owed, but its Board, subse
quent to the audit, voted to forgive the debt due to Sail Boston's 
poor financial condition. 
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The OSA observed and reviewed procedures for depositing and 
recording cash and revenue at 67 state agencies in order to deter
mine whether all receipts received through June 30, 1993 were re
ported on the Commonwealth's official books of account and were 
deposited with the State Treasurer's Office in accordance with the 
Office of the Comptroller's year-end closing instructions. This re
view was performed to ensure an accurate accounting and recording 
of revenues collected during fiscal year 1993 and also to improve the 
timeliness of collecting and depositing revenues in order to maxi
mize available non-tax revenue income. 

Although most agencies were complying with the Office of the 
Comptroller's requirements, the following summary of results ex
plains the nature and extent of certain agencies' noncompliance. 

• The Department of Police and the Worcester County Probate 
Family Court, while properly depositing fiscal year 1993 revenues 
with the State Treasurer, did not process corresponding transmit
tal documents. As a result, even though the Commonwealth had 
use of the funds, the described amounts, $325,067 in one case, 
and $73,579.80 in the other, were not properly credited to fiscal 
year 1993. 

• Lowell District Court had not deposited 29 checks, totalling 
$55,790, as of June 30, 1993. As of August 8, 1993, the Court 
still held these 29 checks. Late transmittals result in the loss of 
timely use of the money, as well as any interest income that the 
funds would have earned. 

• The Department of Public Safety had not deposited $1,550 re
ceived from Home Improvement Contractor registration fees and 
$400 in other fees. In addition, the Board of Building Regulation 
and Standards within the Department of Public Safety held 
$8,400 of unprocessed receipts for the Residential Contractors' 
Fund. Although these receipts originate from within the Depart
ment, the Executive Office of Consumer Affairs is actually respon
sible for the accurate and prompt deposit of these funds. 

• Several agencies, including Bristol Community College and 
Roxbury Community College, did not properly reconcile their re
ceivable balances to the State Comptroller's monthly fiscal report. 
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• Several agencies, while depositing all cash receipts and process
ing the corresponding paperwork by the July 1, 1993 deadline, 
had not been making daily deposits. For example, the Executive 
Office of Public Safety delayed the deposit of certain fees for up to 
three months and then made a deposit of $300,000, and the De
partment of Labor and Industries took up to four months to de
posit $16,100 in licensing and certification fees. Agencies are re
quired to deposit receipts with the State Treasurer on a daily ba
sis in order to safeguard funds and maximize interest income. 

The OSA conducted a review of 573 selected payments at 46 state 
agencies for the purpose of determining agency compliance with rel
evant state and federal laws and regulations. 

The audit disclosed 17 instances of noncompliance at 8 agencies, 
including payments lacking proper approval, misclassification of ex
penditures, missing contract signatures, missing payment vouchers 
and the payment of a prior year's expenditure from the current fis
cal year appropriation. In addition, one agency had not developed 
and documented an internal control system, as required by the In
ternal Control Statute. 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations. Corrective ac
tion, based on OSA recommendations, was taken in the following 
instances. 

• The Board has strengthened the-safeguarding-ofits receipts by 
depositing all fees daily, as required. 

• The Department has improved accountability over its inventory 
of asbestos removal licenses and certificates by reconciling issued 
licenses to revenue collected, by maintaining accurate inventory 
and disbursement records, and by increasing security over 
unissued licenses and certificates. 

• The State Purchasing Agent's Division of DPGS has improved 
procedures for budgeting, authorizing and documenting its auc
tions of state surplus property. 

• The State Purchasing Agent's Division of DPGS has strengthened 
its internal controls by properly recording, reconciling and depos
iting cash receipts and by appropriately documenting and approv
ing payment vouchers. 

• DPGS has strengthened its collection of accounts receivable in its 
Office of Vehicle Management and its Division of Administrative 
Services. 
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• The Council has strengthened control over payroll records and 
fixed assets. The Council is also maintaining adequate documen
tation in grantee mes and is requiring grantees to obtain Council 
approval prior to incurring new expenses that would exceed the 
approved budget. 

• OMIS is no 'longer paying from its appropriation for individuals 
performing duties for another state agency. 

• The Registry is now authorized under Chapter 60A, MGLs to . 
deny license or registration renewal to any person who has failed 
to pay excise taxes. This is expected to improve collections of 
overdue excise tax revenues by municipalities and to equitably 
sanction motorists who have not paid these taxes. 
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The following are among the planned and ongoing initiatives rela
tive to various state agencies and programs: 

• The OSA is reviewing the policies and procedures utilized by 
state agencies and Authorities for issuing bonds. The audit will 
determine the costs and expenses related to bond fmancing. Ad
ditionally, it will examine whether contracts with underwriters 
and financial consultants are competitively bid and will review 
the process for determining bond counsel and consultant fees. 

• The OSA, on October 3, 1994, issued a report of the internal con
trols, compliance with competitive bidding, frequency of collec
tion, and appropriate cost sharing of the revenue derived by state 
agencies that have vending-type income from coin-operated ciga
rette, copy, amusement, laundry, and soft-drink machines. The 
audit, which will be detailed in the next Semi-Annual Report, is 
available from the Office of the State Auditor at 727-2075. 

• The OSA is reviewing and assessing the system of internal con
trols that the Massachusetts Highway Department has estab
lished for estimating, monitoring, and controlling project costs in 
order to identify system weaknesses and opportunities for sav
ings; cost avoidance; and adherence to timing, scheduling, and 
performance requirements. This audit is resulting in a series of 
reports, the third of which, issued April 8, 1994, is detailed in this 
Semi-Annual Report. All completed reports are available from 
the Office of the State Auditor at 727-2075. 

• The OSA is reviewing the system used by the Commonwealth for 
billing state departments for the provision of goods and/or ser
vices. The audit is examining established policies and procedures 
governing chargebacks and reviewing selected areas such as 
worker's compensation, unemployment, medicare, and vehicle us
age to determine compliance with regulations and contractual 
agreements. 
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• During fiscal year 1995, the OSA will once again be a full partner 
in performing the "Single Audit of the Commonwealth'~ . This au
dit constitutes satisfaction of the federal requirement to audit 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 relationship of 
Net State Tax Revenues to Allowable Tax Revenues (Tax Cap De
termination), (2) reporting on agency compliance with the Office 
of the Comptroller's Official Year-End Closing Instructions for 
Cash and Revenue Management, and (3) reporting on agency 
compliance with the Office of the Comptroller's Year-End Closing 
Instructions for Encumbrance and Advance-Fund Management. 

As a partner in the "Single Audit," the OSA will also provide 
staff resources to audit federal programs to determine whether 
state agencies are in compliance with applicable federal rules, 
regulations, and laws. Audit staff will conduct audit procedures 
that are needed to render an opinion on the Commonwealth's 
Comprehensive Annual Financial Report, such as verifying cer
tain accounts and documents at several agencies and testing se
lected financial transactions to determine their accuracy. 

The OSA will also participate substantively in the "Single Au
dit of the MBTA" by performing testing of certain capital and op
erating expend :Ires to determine the MBTA's compliance with 
various federal and internal control requirements. In addition to 
conducting a variety of single audits, the OSA will also continue 
to assist housing authorities and other entities to meet their re
sponsibilities under the Federal Single Audit Act. 
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Electronic Data 
Processing Audits 

During the report period, the OSA issued 
"six electronic data processing (EDP) audit 
reports and one management letter detail
ing strengths and weaknesses of internal 
controls within computer-related areas. In 
addition, because of the changing data pro
cessing environment throughout the Com
monwealth, the ~SA's EDP Audit Division 
has continued to update survey information 
pertaining to computer-related operations. 
Results from this survey allow the EDP Au
dit Division to schedule audit engagements 
based upon levels of risk to agency data cen
ters or automated systems. 

By electronically accessing the state's pri
mary financial system, the Massachusetts 
Management Accounting and Reporting Sys
tem (MMARS), the Division generated data 
extracts to support OSA auditors in perform
ing financial audits. Data extracts provide 
detailed information on financial transac
tions and can significantly reduce the hours 
of manual research. Additionally, the Divi
sion generated random number reports to 
assist OSA field auditors in meeting statisti
cal sampling objectives. 
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The OSA's EDP Audit Division provides expertise to evaluate in
ternal controls relating to computer systems. The primary audit re
sponsibility of the Division is to conduct internal control examina
tions of the Commonwealth's automated systems and processing en
vironments. The objective is to determine whether sufficient con
trols are in effect to ensure that automated systems can be relied 
upon and that processing is performed in an accurate, complete, and 
timely manner. The Division-conducts-audits of application sys
tems, systems under development, and data processing facilities. 
The audits may include examinations of computer operations, ac
cess security, data integrity, program-change control, environmen
tal protection, physical security, contracts and procurement, re
source management, inventory control, disaster recovery and con
tingency planning, backup of magnetic-storage media, and micro
computer-based systems. 

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 dis
ruptions or loss of processing capabilities. Further objectives of con
tingency planning are to safeguard data, programmed software, and 
critical documentation; to ensure employee safety; to minimize secu
rity exposures and system damage; and to reduce the time required 
to recover from events which could significantly delay or prohibit 
processing . 

• Bristol Community College needed to develop a comprehensive 
written plan to ensure that application systems can be regained 
should a disaster render its data center inoperable. A written 
agreement had not been developed with the management of its 
alternate processing facility to detail the nature and extent of ser
vices to be made available, nor had recovery tests been performed 
at the alternate processing site. Although the College had pur
chased a business recovery plan from an outside vendor which 
would provide for priority system repair or replacement, the Col
lege had not developed a plan regarding the duties and responsi
bilities of College staff members during a disaster situation. The 
OSA recommended that a comprehensive disaster recovery plan 
be developed, periodically reviewed, updated and tested to ensure 
that it is current, accurate and complete. In addition, the OSA 
recommended that the College periodically perform a risk analy
sis and assessment of its computer operations to facilitate its con
tingency planning process and evaluate its alternate processing 
site to ensure that it is viable. 
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• Bunker Hill Community College did not have adequate controls 
in place to ensure that automated systems could be recovered 
within an acceptable period of time should processing capabilities 
be rendered inoperable. There was no disaster recovery and con
tingency plan in place and backup computer media was not stored 
off site. In addition, the College did not have an alternate pro
cessing site or designated location where replacement equipment 
would be delivered and installed. Further, College administra
tors had not assessed the criticality of their automated systems or 
performed a risk analysis of their data processing operations. 
Without providing adequate disaster recovery and contingency 
planning the College is vulnerable to loss of processing capabili
ties which, depending on the time of the academic year, could se
verely hinder its ability to function. The OSA recommended that 
the College assess the criticality of automated systems to identify 
application priorities and critical resources; perform an analysis 
to identify operational risks to automated systems; and develop a 
formal disaster recovery and contingency plan. In addition, the 
OSA recommended that the College implement off-site storage 
procedures for copies of critical data files, software and documen
tation. Finally, the OSA recommended that, should an alternate 
site prove to be feasible, a written agreement be made with the 
alternate processing site's management to specify the nature and 
extent of services to be provided in the event of a disaster . 

• The Division of Insurance, at the start of the ~SA's audit, did not 
have a written disaster recovery and contingency plan to ensure 
that critical data processing operations for administrative func
tions could be effectively regained in a timely manner should a 
disaster render the data center inoperable. By the end of the au
dit, an untested first draft of a disaster recovery and contingency 
plan had been developed. However, an alternate processing site 
had not been designated to provide necessary off-site processing 
capabilities should the data center be unusable or inaccessible. 
Until a more comprehensive recovery and contingency plan is de
veloped, the Division is vulnerable to being unable to regain es
sential processing within an acceptable period of time. The OSA 
recommended that the Division add additional detail to the first 
draft of its disaster recovery plan; assess the criticality of auto
mated systems to identify application priorities and critical re
sources; perform a risk analysis; and use risk management tech
niques to reduce the possibility of threats and exposures. The 
OSA further recommended that the Division attempt to locate a 
compatible system which would be feasible for backup processing. 
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• Massasoit Community College's controls over disaster recovery 
and contingency planning still needed to be strengthened. The 
prior audit indicated that the College had recently installed a new 
processing system, but had not yet designated an alternate pro
cessing site. The ~SA's current audit disclosed that although the 
College had now designated an alternate processing site and had 
a written disaster recovery and contingency plan, it had not ex
ecuted a written agreement with the alternate processing entity 
to detail the backup services to be provided. In addition, College 
administrators had not tested their recovery plans at the alter
nate processing site. The OSA recommended that a written 
agreement be obtained with the management of the alternate 
processing site, and that sufficient testing be performed to assess 
the viability of the College's plan . 

• Registry of Motor Vehicles management had taken steps to ad
dress disaster recovery and contingency planning. However, they 
did not have a sufficiently comprehensive recovery plan or re
sources to ensure that application systems could be regained 
should a disaster render the data center inoperable. Although 
another state agency had been designated as an alternate pro
cessing facility, a written agreement detailing the nature and ex
tent of services to be made available had not been signed, nor had 
recovery tests been performed at the alternate site. Furthermore, 
data communication recovery procedures were insufficient to sup
port the reestablishment of the Registry's branch operations 
should a disaster render the data center inoperable. Significant 
damage or destruction to the mainframe computer system and 
network data communication capabilities between branch sites 
and the data center would severely hinder the Registry's ability 
to perform critical operations, such as the ability to process 
driver's licenses and motor vehicle registrations, develop bills for 
motor vehicle excise taxes, and collect associated revenues. The 
OSA recommended that the Registry perform a risk analysis and 
assessment of its computer operations at its new facility, includ
ing those associated with the mainframe and the LAN. The DSA 
also recommended that the Registry proceed with the develop
ment of disaster recovery and contingency plans for all critical 
and important systems; include plans to notify the outside users 
of its system regarding t he availability of the database in the 
event of a disaster; distribute the plan to appropriate manage
ment and staff; and periodically review and update the plan for 
any changing conditions. In addition, the Registry should evalu
ate its alternate processing site to ensure that it is viable. 
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State-owned or leased computer-related equipment should be 
properly tagged with inventory numbers that should be recorded on 
a detailed inventory list. In the following instances, inventory con
trols needed improvement to ensure that data processing equipment 
was properly accounted for and protected against loss or theft: 

• The Division of Insurance was not maintaining an inventory 
record to account for and control software which was valued at 
over $102,000. In addition, by failing to tag all microcomputer 
hardware, which was valued at over $422,000, the Division was 
not providing adequate control to safeguard and account for cer
tain items of this equipment. Although the Division had pur
chased a variety of software products for its microcomputers, an 
inventory record was not being maintained to indicate the num
ber, location, cost, and date of purchase of these assets. The ab
sence of a software inventory contributed to the fact that unau
thorized and potentially illegal software copies were present on 
the Division's microcomputers. Regarding inventory and control 
of EDP-related equipment, an initial review indicated that the Di
vision was not maintaining an inventory record of computer 
equipment. Subsequently, the Division implemented an inven
tory control system for EDP-related hardware, and identification 
tagging of the Division's microcomputer equipment, but it was in
complete at the close of the audit period. In addition, the cost of 
each item of equipment was missing from the inventory record. 
The OSA recommended that the Division enhance controls over 
its inventory recordkeeping for all EDP-related equipment. The 
OSA further recommended that the Division consider the pur
chase of LAN utility software for managing and performing hard
ware and software inventories . 

• The Registry of Motor Vehicles was not using software inventory 
control procedures to safeguard and properly account for approxi
mately $65,000 in microcomputer-based software. Although 
mainframe software was being properly accounted for and inven
toried, a microcomputer-based software inventory was not being 
maintained. Because of this deficiency, the Registry could not 
properly account for or ensure a proper allocation of microcom-

. puter-based software. In addition, the absence of a complete soft
ware inventory hindered the Registry from detecting unautho
rized or illegal copies of microcomputer-based software, which 
could place the Registry at risk of possible legal action. Audit 
tests of a sample of 23 from 130 microcomputer systems revealed 
seven instances of unauthorized or potentially illegal copies of 
software. Furthermore, the Registry had failed to fully comply 
with requirements that agencies perform an annual inventory of 
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assets (including software) with a value of$100 or greater. In ad
dition, information regarding microcomputer-based software sub
mitted by the Registry to the Department of Procurement and 
General Services was incomplete and inaccurate. The OSA rec
ommended that the Registry maintain a complete inventory of 
microcomputer-based software; and that software inventory 
records should include all pertinent information such as cost, ver
sion, and number of copies purchased. The OSA further recom
mended that the Registry review all software currently in use to 
ensure that it is authorized and properly purchased. 

On-site and ofT-premises storage of backup magnetic media and 
software is necessary to prevent the loss of important data and to 
protect an agency's investment in computer software should original 
and/or 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 . 

• John C. Corrigan Mental Health Center did not adequately pro
tect its microcomputer-based data processing mes from loss and 
did not take steps to ensure that automated processing could be 
recovered should on-site systems and backup copies of magnetic 
media be damaged or destroyed. There were no ofT-site backup 
storage copies of critical and important data processing files and 
applications, nor were there any disaster recovery plans in place 
to ensure timely recovery of automated systems. The OSA recom
mended that critical applications, such as the billing and accounts 
receivable system, be made recoverable so that automated pro
cessing can be regained within an acceptable period of time after 
a disaster. Specifically, the OSA recommended that the Center's 
management provide ofT-site storage for its critical and important 
backup magnetic media, perform a criticality assessment and risk 
analysis of its computer operations, and then proceed with the de
velopment of comprehensive disaster recovery plans for all critical 
and important systems. 
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Effective controls need to be in place over the general operation 
and management of a data processing facility and projects related to 
automation of business functions. The organizational structure 
must provide a framework which helps ensure that resources are 
planned for and used in the most beneficial way, that assets are 
safeguarded, that reliable information is produced in a timely man
ner, and that compliance is being ensured regarding all applicable 
laws and regulations . 

• The Division of Insurance had seventy-nine unauthorized and po
tentially illegal copies of software products residing on its micro
computers. The OSA's audit revealed that adequate controls 
were not in place to prevent or detect unauthorized copying or use 
of software products on microcomputer systems connected to the 
Division's local area network (LAN). The Commonwealth has 
specified strictures regarding the illegal copying of software onto 
state-owned computers in Executive Order No. 286. Further
more, undetected copyright infringements regarding software 
places the Division at risk of possible legal action. Title 17 of the 
United States Code states that "it is illegal to make or distribute 
copies of copyrighted material without authorization." The OSA 
recommended that the Division's policies and procedures be 
amended so that periodic reviews are performed of the software 
residing on the hard drives of individual microcomputers con
nected to the LAN, and that the Division consider the purchase of 
LAN utility software for managing and performing hardware and 
software inventories. The OSA also recommended that the Divi
sion create a software inventory which should be reconciled at 
least annually and should contain an accounting to specify the 
number of allowable copies of each product and the number of 
copies actually in use. In addition, a list of authorized and sup
portable software products should be developed and distributed to 
all users together with current policies and procedures regarding 
review, approval and installation of authorized microcomputer
based software. Finally, the OSA recommended that unautho
rized or potentially illegal software copies found on the Division's 
microcomputers be immediately removed, and if necessary, re
placed with purchased copies. 
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• John C. Corrigan Mental Health Center had serious weaknesses 
in monitoring and oversight of its automated billing and accounts 
receivable functions. Billing and accounts receivable functions 
were poorly administered and lacking in sufficient control to en
sure that all amounts due the Commonwealth were being re
ceived in an accurate, complete, and timely manner. Despite the 
fact that changes in rates for services are permitted when an in
stitution is not recouping-permitted levels of reimbursable 
charges, the management personnel did not submit a request for 
a rate change for Partial Hospital services to the Rate Setting 
Commission. Furthermore, charges for third-party reimburse
ment to the Department of Mental Health totalling $799,810 
could have been made in fiscal year 1993, and additional uncol
lected potential revenue ranged up to $243,421. In addition to 
these potential revenues which were not realized, the OSA's audit 
revealed that there was a billing variance of$46,579 for the 
month of December 1992 resulting from a failure to forward the 
records containing the detail of patient-services performed to the 
billing department. Failure to bill on a timely basis for services 
placed the receipt of third-party reimbursements at risk. In addi
tion, management was not fully cognizant of the chargeable sta
tus of certain services being provided by the Center. To help en
sure that all chargeable services rendered are charged to the 
proper party, the OSA recommended that the billing department 
verify that the total "service performed units" generated during a 
given month are in agreement with the corresponding billing de
partment report. The OSA further recommended that the Center 
perform a management review of the billing and receivable func
tions; implement appropriate procedures to assist staff in exercis
ing their responsibilities; monitor actual and projected service 
units on a monthly basis; take appropriate action in a timely 
manner regarding any significant variances; and monitor the ac
tual units as compared to the projected units so that necessary 
rate changes may be requested. The OSA also recommended that 
management take adequate measures to ensure timely program 
modifications are made in the future, or pursue a manual process 
to perform the required billings. 
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Adequate physical security for a data center serves to minimize 
the risk of unauthorized persons breaching the security regarding 
the area housing valuable computer-related equipment and infor
mation. Proper security also minimizes the risk of loss, damage, or 
destruction of computer equipment . 

• -The Bureau of State Office Buildings had deficiencies in the secu
rity over communication and electrical closets within the state of
fice buildings selected for review. These deficiencies, if not cor
rected, could lead to significant losses as the result of accidental 
and/or malicious actions. The need to protect communication and 
electrical closets arises from the ever increasing use of computer 
networking throughout the Commonwealth. Unless the commu
nication and power supply lines are safeguarded, application sys
tems and communication capabilities may be placed at risk to 
outside threats and exposures. The OSA recommended that the 
Bureau of State Office Buildings conduct a risk analysis and vul
nerability assessment of all communications and electrical closets 

.. within state buildings under its control and develop a security 
master plan. Requirements for closet security should be commu
nicated to security-related building staff and to all personnel and 
vendors who have access to these closets. 

Program change controls detect or prevent unauthorized changes 
to software or ensure that all changes are appropriate, correct, and 
approved. Written program change control policies and procedures 
help ensure that only authorized changes are made to automated 
systems. It is important that changes be tested to ensure that they 
perform properly, meet the intended need, and do not adversely im
pact the integrity of the application system. Requests for program 
changes should be documented detailing their justification, required 
implementation date, system(s) affected, system owners and user 
department(s), review, approval, and final disposition . 

• John C. Corrigan Mental Health Center had inadequate proce
dures in place to ensure that requests for program changes or 
software problem resolution would be addressed in a timely man
ner. When, during the audit, this was brought to management's 
attention, immediate steps were taken to replace the billing ap
plication software. The OSA recommended that the Center's 
management implement program change control procedures to 
ensure that requests for program modifications are authorized, 
approved, and addressed on a timely basis regardless of the soft
ware in place. 
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• The Registry of Motor Vehicles had implemented a significant 
number of controls regarding program change procedures, such as 
the development of written policies and procedures, an indepen
dent testing group, and weekly reviews of program modifications 
before they are moved into production. However, certain proce
dures, also noted in our prior audit report, still needed to be 
strengthened. The Registry had not yet required an independent 
review of the compiled program code by either the vendor or the 
Registry's staff before the program modification was moved into 
production. As a result, the Registry could not be assured that 
source and object code were "in sync" (e.g., the object code repre
sents the source code), that no unauthorized changes had been 
made to the code or that an up-to-date version of the code was be
ing used. The OSA recommended that the Registry consider the 
purchase of an automated software package to track program 
changes. In addition, the Registry should develop controls to en
sure, and require the vendor to confirm, that the source and ob
ject code are "in sync," that no unauthorized changes have been 
made to the code and that an outdated version of the code has not 
been used. 

Industry guidelines or baseline controls indicate that appropriate 
access security controls should be in place for critical or high-risk 
systems to ensure that only authorized personnel obtain system ac
cess. Access to automated systems should be granted on a need to 
know and/or perform basis. Written policies and procedures for ac
cess security administration should be in place to provide opera
tional rules and guidelines for the security of informational assets, 
and to ensure that appropriate and prompt actions are taken to re
view unauthorized access attempts. Without system access restric
tions, such as the periodic changing or deleting of passwords and 
user IDs, unauthorized access could be gained, resulting in the risk 
of system data and programs being disclosed, damaged, deleted or 
modified . 

• Bristol Community College's logical access security controls 
needed to be strengthened. Adequate controls were not in place 
to ensure that log-on user IDs and passwords would be revoked 
for individuals no longer authorized or needing access to auto
mated systems. Audit tests disclosed that log-on user IDs and 
passwords were still active for seven .·Jrmer College employees. 
The audit also disclosed that the practice of sharing passwords by 
the business office's employees, reported in a prior audit, had not 
been corrected. The OSA recommended that the College develop 
written policies and procedures regarding notification of changes 
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in employee status for system users and the deactivation of access 
privileges; and that individual passwords be assigned to each 
business office employee to enhance accountability and to reduce 
the risk of unauthorized access or change to financial records or 
student accounts. 

• Bunker Hill Community College's security administration needed 
to be strengthened to ensure that only authorized users had sys
tem access. There was no formal mechanism in place to ensure 
that log-on IDs and passwords are revoked in a timely manner for 
individuals no longer authorized or needing access to automated 
systems. Audit tests revealed that access privileges had not been 
revoked for 14 former employees. In addition, six employee sur
names had not been amended to reflect legal name changes. The 
OSA recommended that College administrators enhance their 
current access security procedures to ensure that access privileges 
be revoked for individuals no longer needing or authorized to ac
cess automated systems; that access privileges be modified when 
there are changes in employee responsibilities; and that names on 
the user ID and password table be kept current with legal name 
changes. 

• The Division of Insurance's controls over system access security 
needed to be strengthened to ensure that access is permitted only 
to authorized users. The ~SA's audit revealed a system access 
security weakness regarding users' ability to access the Division's 
computers from remote locations via telephone. A Division con
sultant had use of a microcomputer and modem at the central of
fice which were left on while he was out of office. As a result, 
anyone with a microcomputer, modem, and the correct phone 
number could have accessed this microcomputer. Once having 
gained access to the microcomputer, or of even greater concern, 
passing through and gaining access to the Division's central com
puter, it would be possible to view, change, or delete data. The 
~SA's audit also found that one user was being allowed inappro
priate supervisory level access. Supervisory access allows the 
performance of high-level functions that can dynamically alter, 
delete, or view any data associated with all systems run on the 
computer. The OSA recommended that the Division enhance ex
isting policies and procedures to ensure that only authorized us
ers have access to the system and that a user's access level is 
based on a need to know and/or need to perform. 

• The Registry of Motor Vehicles' logical access security controls 
needed to be enhanced. For example, consistent procedures were 
not used to inform system security administrators to deactivate 
access privileges for individuals no longer needing or authorized 
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to access automated systems. Moreover, a certain number of 
former Registry employees continued to have access privileges to 
the automated systems. The ~SA's audit also disclosed that the 
Registry's primary automated application system, the Automated 
License and Registration System (ALARS) did not produce a 
"non-activity" report indicating when a Registry employee, inde
pendent contractor, or other user had not accessed the system for 
an extended period of time. Without a non-activity report, secu
rity administrators lacked an appropriate method to identify log
on IDs inappropriately left active, and/or to further determine 
whether access privileges should be deactivated. In addition, 
none of the security administrators were documenting investiga
tions of significant incidents regarding repeated unsuccessful ac
cess attempts to any of the Registry's automated systems. With
out adequate investigation of terminal lockouts resulting from re
peated unsuccessful access attempts, Registry management can
not ensure that persons attempting unauthorized system access 
would be detected and, consequently, that unauthorized system 
access would be prevented. The OSA also determined that the 
Registry's management had not developed written policies and 
procedures regarding access security for their time sharing option 
(TSO) communications software. Without documented policies 
and procedures, neither Registry employees nor independent con
tractors had specific written instructions regarding access autho
rization for the TSO, nor were responsibilities defined regarding 
user log-on IDs and passwords. Finally, the OSA found that nei
ther the ALARS' nor TSO's software restricted use of familiar, 
easy to guess, passwords. The OSA recommended that the Regis
try develop written policies and procedures regarding authoriza
tion to access the TSO. In addition, the Registry should docu
ment and implement procedures to ensure that the ALARS, TSO 
and LAN security administrators are notified of extended leaves 
of absence taken by Registry employees or independent contrac
tors; employment termination by full-time or temporary employ
ees or independent contractors; or employee transfers and intra
depart __ ,ental changes in authorization levels. In addition, the 
OSA recommended that the Registry document procedures re
garding password renewal for all its automated systems; main
tain written logs specifically identifying each employee or contrac
tor for whom activation or deactivation of system access privi
leges has been requested by telephone; continue to develop a pro
gram to provide automatic notification to the security officer 
when the system has not been accessed by Registry employees for 
an extended period of time; and document corrective action taken 
regarding repeated unsuccessful system access attempts. 

75 



Electronic Data Processing Audits 

System 
Development Life 
Cycle Control 

76 

System development life cycle controls are used to guide the de
velopment of an application system through the various stages from 
an initial feasibility study to implementation and operation of a pro
duction application system. The intent is to develop systems in the 
most economic and effective way possible so that systems perform 
properly and meet the intended need. In addition, system develop
ment life cycle controls help ensure that proper attention is paid to 
the installation of various system features at the appropriate devel
opmental stage, such as provision of adequate access security and 
data resource control. 

• The Registry of Motor Vehicles' program change control proce
dures needed to be strengthened. The Registry had not required 
users to formally sign-off on customer service requests (CSR) be
fore a program change request was acted on or during various 
phases of the development process. CSRs are forms requiring 
documentation of information such as date of request, identifica
tion of the user requestirig modification, user's department, de
scription of modification, and the date by which the modification 
is needed. Vendors perform all the technical procedures required 
to develop and modify the Registry's application programs, such 
as writing a programming code, testing the program, and·moving 
a program into production. The software development process is 
supervised internally by the Registry's Director of Software De
velopment. However, the Registry continued to rely on the ven
dors' system development procedures, rather than develop its own 
formal system development procedures to which vendors should 
comply. These deficiencies in system development had been re
ported in our prior EDP audit. At the close of the current audit, 
the Registry had begun to implement LAN-based project manager 
software to enable Registry management to more effectively track 
work performed on the automated system and to provide more 
control regarding project costs and hours expended. The OSA rec
ommended that Registry management require all users to review 
and formally sign off on the CSRs before development begins on a 
program modification and at each stage of the development pro
cess; that a formal post-implementation review be conducted and 
that users sign off after the review is completed; implementation 
of Registry-approved system development procedures; establish
ment of minimum procedures for system development and modifi
cation to be followed by contract vendors; and completion and 

. implementation of the LAN-based project manager software to 
review work-in-process and project costs and hours expended dur
ing the application development. 
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Prior Audit Results: Corrective Actions 

Bristol Community 
College 

Division of 
Insurance 

A review of prior audit results is an important component of each 
OSA audit. Follow-up reviews helps to monitor and to recognize 
agency compliance with OSA recommendations. The following enti
ties have taken corrective actions based on OSA recommendations. 

• The College has installed a new computer system with capabili
ties better suited to its needs. 

• The College had been storing its backup data in a shared room in 
another building which was located on a heavily-trafficked corri
dor, near cleaning fluids and other chemicals. Also, the tape cabi
net did not have a lock. These conditions have been corrected. 

• The College has strengthened system access security by docu
menting policies, designating an information system security of
ficer, and improving segregation of duties for data processing sys
tem operators and programmers. 

• The College has strengthened procedures over non-cash transac
tions by giving pre-numbered receipts to every student making a 
payment and following appropriate policies for the collection of 
outstanding accounts receivables. 

• The College has now assigned responsibility to a stafT member to 
provide centralized control over EDP equipment and software. 

• The College has strengthened asset control by relocating a com
puter which had been placed in a vulnerable position outside the 
computer room. 

• The Division's move to a new location allowed management to 
make the computer room more physically secure. The computer 
room door is now being locked at all times except to allow for au
thorized entry and egress. 

• The Division correctly reported an incident of theft of equipment 
to appropriate state agencies, unlike a similar incident at its pre
vious location. 

• The Division, in accordance with state law, no longer allows a 
consultant to supervise state employees. 

• The Division has drafted standards, policies, and procedures re
garding system development, software copyright compliance, log
ging onto the system, microcomputer directory tree structures, 
system overviews, computer connections, and electronic mail. 

• The Division has developed controls regarding program changes. 
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Specifically, it has put in place a pre-numbered, duplicate copy 
"Data Processing Programming/Services Request" form which is 
required to be approved and signed by the Director of M.I.S. be
fore programming services are provided. 

• The Registry has made provisions for ofT-site storage of critical 
backup data and software. In addition, controls over on-site stor
age over computer media have been strengthened. 

• The Registry has strengthened physical security over its data pro
cessing center by implementing procedures to prevent and detect 
unauthorized computer room access; improving the computer 
room's card-key access procedures; listing persons authorized to 
enter the computer room; providing a sign-in log for visitors; post
ing security and emergency procedures in the data center; and 
designating a security officer to coordinate security matters for 
data processing operations. 

'. The Registry has improved data center fire protection by install
ing an automatic fire-suppression system and improving house
keeping conditions at its new operations facility. 

• The Registry has strengthened controls over EDP-related prop
erty by properly reconciling the inventory of data processing 
equipment to associated purchase records and including informa
tion specifying the equipment's condition, location, and identifica
tion tag number. 

• The Registry has strengthened operations controls by utilizing a 
contract payment control register, segregating duties of payment 
approvals and sign-ofTs, ensuring the integrity of cash receipts, 
and improving tracking controls for bad checks. 

• The Registry has corrected problems regarding the issuance of li
censes and registrations. Clerks can now properly correct pre-ex
isting license and registration information without producing a 
duplicate license or registration, and license suspensions can now 
be reinstated "on-line" at the various Registry branches. In addi
tion, the detail of a voided license or registration entry can now be 
removed from the system. 

• The Registry has improved programming change-control proce
dures in order to ensure that all changes to the application-pro
gram code are reviewed and approved. 
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The following are among the EDP Audit Division's planned and 
ongoing initiatives relative to various state agencies and programs: 

• The EDP Audit Division's efforts in this area will be focussed on 
access security reviews for MMARS, and the State payroll sys
tems. In addition, we will conduct pre-audit work on the Certi
fied Business Accounting and Reporting System (CBARS), and 
the administrative accounting system at the Woods Hole, 
Martha's Vineyard & Nantucket Steamship Authority. Given 
that our resources are very limited in this area, we will most 
likely see field work for some of these audits continue into the 
next fiscal year . 

• The EDP Audit Division's efforts in this area will be to determine 
the nature and extent of data and information available from 
state systems and the potential for computer matching and data 
sharing opportunities. For example, we will include data from 
systems belonging to the Office of Management Information Sys
tems, Department of Public Welfare, Department of Public 
Health, Department of Mental Health, etc. 

79 



Electronic Data Processing Audits 

Management 
Advisory Services 

OM IS Data Center 
Relocation Audit 

Resource Access 
Control Facility 
(RACF) Audit 

80 

• 

• The EDP Audit Division provides management advisory services 
to state agencies regarding certain information system control is
sues. During the FY95, we will provide services in the following 
areas: 

1. Implementation of Electronic Data Interchange (ED I) in the 
Commonwealth In fiscal year 1994, at the request of the Of
fice of the State Comptroller and the Department of Procure
ment and General Services (DPGS) EDI project management 
team, the EDP Audit Division began a review of input, process
ing, and output controls related to EDI-related business trans
actions. EDI provides a direct link between remote purchaser 
and seller computer application systems through a telecommu
nications network. The Office of the State Comptroller plans to 
implement EDI within the Commonwealth during the 1995 fis
cal year. The EDP Audit Division will continue to review ap
propriate internal controls and complete a "Best Practices for 
ED!" advisory report. 

2. Review of Core 3.1 Upgrade for the Massachusetts Manage
ment Accounting and Reporting System (MMARS) During the 
1994 fiscal year, the EDP Audit Division performed a review of 
the State Comptroller's managerial controls for the develop
ment and implementation of the Core 3.1 upgrade for MMARS. 
In addition, we performed limited tests regarding the new Core 
system access security system. In fiscal year 1995, we will re
view additional improvements to the Core system software and 
control issues as required. 

• The EDP Audit Division will perform a general controls review of 
the new data center. The OMIS is in the process of making a ma
jor relocation of computer systems to a new facility (currently un
der construction) in Chelsea. 

• The EDP Audit Division's fiscal year 1995 audit plan will concen
trate efforts on assessing the adequacy of access security controls 
for major systems within the Commonwealth. In conjunction 
with the review of the new MMARS Core access security system, 
the EDP Audit Division will examine RACF, which is the primary 
access security system in operation over MMARS. We will deter
mine whether RACF is operating as intended, and whether it pre
vents and detects unauthorized access to applications residing on 
the IBM mainframe at the Office of Management Information 
Systems (OMIS), including MMARS. 
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• The EDP Audit Division's audits in this area will include review 
work on Internet access, physical security over computer net york 
communications, a review of the Bureau ofInformation Technol
ogy Acquisition (BIT A) procurement procedures, and a review of 
the Cash Management System maintained by the State 
Treasurer's Office. 

• The EDP Audit Division's system development audit work will be 
limited to conducting reviews of the development methodologies 
used by MWRA and other facilities. In addition, we will continue 
to allocate audit resources to provide control review assistance at 
the State Comptrollers Office on MMARS-related development 
and modification projects. 
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Enforcement 
Assurance: 
'Referrals & 
Requests 

H
elping to ensure compliance with 
state and federal law is a major 
charge of the OSA. In carrying 
out this responsibility, the OSA 

refers audits which disclose possible viola
tions oflaw to enforcement authorities, in
cluding the Office of the Attorney General, 
the U.S. Attorney's Office, District 
Attorney's Offices, and the Internal Revenue 
Service. In addition, the OSA responds to 
requests by law enforcement agencies to 
provide technical assistance during specific 
investigations. During the current audit pe
riod, the OSA participated in a joint audit! 
investigation of certain activities of U.S. 
Funding, Inc., of America with the Norfolk 
County District Attorney's Office, the Mas
sachusetts State Police, the Massachusetts 
Department of Revenue, the U.S. Attorney's 
Office, the Federal Bureau of Investigation, 
and the U.S. Postal Inspection Service. 



Referrals 

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

Office of the 
Attorney General 

Enforcement Assurance: Referrals & Requests 

Community Teamwork Inc. (CTI) 

• The OSA notified the IRS and the DOR that CTI did not comply 
with reporting requirements over at least a three-year period. 
During the time, CTI did not file required returns for wage pay
ments of at least $3,287,620. CTI also did not withhold income 
taxes, as required, for parties previously identified by the IRS as 
providing erroneous taxpayer information. In addition, CTI pro
vided CTI-owned or leased automobiles to thirteen employees, the 
value of which as a fringe benefit was not reported or not fully re
ported as taxable income. These actions may have resulted in 
lost federal and state tax revenue. 

Community Teamwork, Inc. 

• The OSA referred to the Attorney General's Office audit results 
citing serious fiscal mismanagement, including diverting of 
agency funds by CTI's former Executive Director, as well as 
unallowable reimbursements made to the former Executive Direc
tor by CTI's fiscal office. Reimbursements included at least 
$164,070 in personal credit card billings, submitted without docu
mentation indicating a business-related purpose and at least 
$3,350 in political contributions. The former Executive Director 
diverted funds by circumventing the requirement that all checks 
over $200 be countersigned and by working with an accounting 
firm whose work was professionally deficient. Subsequently, the 
former Executive Director pled guilty to several counts of fraud 
and was sentenced to a one year jail term and to repayment of 
government funds. 

Department of Public Welfare (DPW) 

• The OSA provided a copy of a report to the Attorney General's Of
fice disclosing possible noncompliance with state and federal 
regulations in DPW's administration of its Education and Train
ing (ET) program. During the audit period, DPW was not prop
erly referring for investigation all instances of potential recipient 
welfare fraud, which may have resulted in ineligible individuals 
receiving welfare and ET program benefits. In addition, DPW, in 
certain instances, improperly allowed illegal aliens to receive wel
fare benefits and participate in ET job training activities. This 
audit report was also referred to the Bureau of Special Investiga
tions. 
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Lancaster Housing Authority 

• The OSA referred to the Attorney General's Office audit results cit
ing payments made to the former Executive Director contrary to 
approved budgets and his employment contract, questionable pay
ments made without obtaining competitive bids, questionable ex
penditures for work performed at non-Authority sites, and pay
ments made in violation of the Executive Office of Communities 
and Development Standards of Conduct. Subsequently, the AG's 
investigation resulted in the former Executive Director being 
charged with larcency for using Authority funds to pay for repairs 
done on his personal property. 

Oxford Housing Authority 

• The OSA referred to the Attorney General's Office audit results cit
ing unsupported advances and/or reimbursements to Oxford Hous
ing Authority's Executive Director. Subsequently, the A.G.'s Office 
filed a complaint charging the Executive Director with the theft of 
Authority Funds. 

Community Teamwork, Inc. (CTI) 

• Some of the issues in the CTI report were jointly audited and in
vestigated by the U.S. Attorney and the State Auditor. The audit 
disclosed various instances of possible criminal violations by CTI's 
former Executive Director, and led to indictment and conviction on 
several counts of fraud. The Executive Director, as part of his sen
tence, has also been ordered to make restitution of illegally ob
tained funds. 



Request 

Norfolk County 
District AHorney's 
Office 

Enforcement Assurance: Referrals & Re.quE:s ts 

U.S. Funding, Inc., of America 

• At the request of the District Attorney's Office, the OSA per
formed a special-scope audit of U.S. Funding in conjunction with 
a joint investigation by the District Attorney's Office, the Massa
chusetts State Police, the Massachusetts Department of Revenue, 
the U.S. Attorney's Office, the Federal Bureau of Investigation, 
and the U.S. Postal Inspection Service. Results of this audit/in
vestigation disclosed that fraudlent practices at USF, includ ~ ng 
falsification ofloan application information, kickback payments 
to a loan approval officer, and utilization of false financial state
ments resulted in losses of $12,250,000 to consumers and banks. 
Subsequently, sixteen individuals were charged with criminal vio
lations, including conspiracy, mail fraud, wire fraud, and bank 
fraud. Thirteen either pled guilty or were convicted by a jury. 
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Division of Local 
Mandates 

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

posed or existing state laws and regulations. 
General Laws Chapter 29, Section 27C, gen
erally provides that any post-1980 law or 
regulation imposing service or cost obliga
tions on any city, town, regional school dis
,trict or educational collaborative shall be ef
fective only if locally accepted or fully funded 
by the Commonwealth. Any protected party 
aggrieved by such a law or regulation may 
petition superior court to be exempted from 
compliance until the necessary state funding 
is provided. DLM's determination of the cost 
imposed may be offered as prima facie evi
dence of the state funding necessary to sus
tain the mandate. (For a listing of DLM de
terminations and cost studies for the period 
of January 1, 1994 through June 30, 1994, 
see Appendix II, page 109.) 

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

Through these functions, DLM works to 
ensure that state policy is more sensitive to 
local fiscal realities so that cities and towns 
can maintain autonomy in setting municipal 
budget priorities. 
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Legislative Studies 

House 3944 

DLM maintains a Legislative Review program to analyze pending 
legislation and to provide technical assistance to the Legislature on 
mandate related issues. To ensure that the local cost impact of leg
islation is considered by the General Court, DLM reviews thousands 
of bills, prepares preliminary cost studies when appropriate, and 
contacts members of the Legislature to make them aware of the 
Auditor's concerns. In addition, DLM responds to requests for opin
ions and cost studies from individual legislators, legislative commit
tees, municipalities, and governmental associations. The following 
is a sample of this work during the reporting period. 

An Act Relative to Condominium Services 

At the request of a number of legislators, DLM reviewed the 
above referenced bill. The original proposal would have required 
cities and towns to provide certain services to residential condomini
ums and housing cooperatives " .. .in the same fashion as the munici
pality provides those services to single family residences." These 
services include snow and ice removal, street lighting and trash col
lection. 

DLM concluded that the Local Mandate Law would apply to the 
bill, as originally drafted. Additionally, DLM found that the finan
cial impact of House 3944 would vary widely from community to 
community, depending primarily upon the number of residential 
condominium units. For example, in 1992 there were 177,525 units 
throughout the state. Boston had 35,184 and Cambridge and 
Brookline each had approximately 7,000 units. At the other end of 
the spectrum, Carver, North Adams and Wilmington each had less 
than five. One hundred ten communities had no cL..l dominium or 
cooperative units. 

In light of an amendment adopted by the House of Representa
tives inserting a local option provision, DLM advised that the Local 
Mandate Law would not apply should the bill become law with the 
local option provision intact. 

Status: At the close of the 1993 legislative session, House 3944 
had been engrossed by the House of Representatives, and ordered to 
a third reading by the Senate with the local option provision intact. 
The bill was refiled for the 1994 session as House 2994. As of this 
writing, the bill is before the Joint Committee on Housing and Ur
ban Development. 
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Mandate Determinations 

Chapter 475 of 
The Acts of 1993 
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Protected parties are entitled under the Local Mandate Law to 
petition DLM for a mandate determination on any post-Proposition 
2 112 law, rule, or regulation believed to impose a municipal cost 
burden. A listing of DLM determinations made during this report
ing period is included in Appendix II. (See page 109.) The following 
are samples of this work. 

An Act Increasing Electoral Participation in the Common
wealth (The Motor Voter Law) 

At the request of the Secretary of State, Michael Joseph Connolly, 
DLM reviewed the Massachusetts Motor Voter Law, Chapter 475 of 
the Acts of 1993. Chapter 475 establishes the Massachusetts ap
proach for complying with the National Voter Registration Act of 
1993 (NVRA). Since the Local Mandate Law does not provide for 
state funding of federal mandates on cities and towns, this issue re
quired a thorough examination of the NVRA and state compliance 
.options. 

The general purposes of the NVRA include increasing the number 
of citizens registered to vote in federal elections and enhancing the 
integrity of the electoral process. Toward these ends, the NVRA re
quires states to accept mail-in voter registration forms, to designate 
a number of public offices as voter registration agencies, and to 
implement certain voter registration file procedures. States must 
afford citizens the opportunity to register to vote when applying for 
a driver's license and, at all offices that provide public assistance or 
services to persons with disabilities. Additionally, the NVRA allows 
states to designate other state or local offices as voter registration 
agencies, such as libraries, schools and the offices of local clerks. 

When analyzing a state law implementing federal law, DLM 
looks to see if the state was required to pass compliance costs along 
to local governments. If so, the Local Mandate Law would not ap
ply. Otherwise, if the state has options for achieving compliance 
with federal law, and freely chooses an option that imposes costs 
upon cities and towns, it is DLM's opinion that the state funding 
provisions of the Local Mandate Law would apply. 
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The Massachusetts law implementing the NVRA (Chapter 475) 
designates city and town clerk offices (among others) as voter regis
tration agencies. Although this is a reasonable designation in light 
of the historical role of the local clerk in our state, nothing in the 
federal law requires that local clerks assume these duties for the 
purposes of federal elections. Through Chapter 475, the state is vol
untarily transferring a portion of the cost ofNVRA compliance from 
itself to local agencies. Accordingly, DLM concluded that any addi
tional costs imposed upon municipalities pursuant to Chapter 475 
would be state mandated costs subject to the Local Mandate Law. 

At the time of the DLM review, two procedures for implementing 
Chapter 475 were under consideration. One procedure was to 
implement a statewide, computerized Central Voter Registry (CVR) 
network, at an estimated cost of $5 million to the state. Among 
other things, this funding would provide 730 personal computers to 
cities and towns to establish an automated voter registration sys
tem. Under this approach, DLM advised the Secretary of State that 
the mandates of Chapter 475 would be substantially funded, so that 
issues would not likely arise regarding the Local Mandate Law. 

The other procedure under consideration was to implement a pa
per-based voter registration system. This approach would cost cities 
and towns approximately $6.2 million per year, primarily for addi
tional personnel. DLM advised the Secretary of State that this ap
proach would invoke the provisions of the Local Mandate Law, un
less the Commonwealth provided for the assumption of the addi
tionallocal personnel costs each year. 

Result: Chapter 85 of the Act of 1994 provides $5,024,000 for 
the Secretary of State to implement the computerized Central Voter 
Registry network. 
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Regulations 310 
CMR 7.33 
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Relative to the Boston Parking Freeze 

At the request of the City of Boston, DLM reviewed the above ref
erenced regulations of the State Department of Environmental Pro
tection. DLM concluded that the Local Mandate Law applies to 310 
CMR 7.33, as the regulation requires the City to incur significant 
costs in preparing parking space inventories, and developing, imple
menting and enforcing parking freeze plans. DLM determined that 
the costs imposed upon the City have not been paid by the Common
wealth, and estimated the first year deficiency in state payments at 
$133,500. 

Since the purpose of the parking freeze regulation is air pollution 
control, and because air quality is federally regulated, prior to 
reaching its conclusions DLM questioned whether DEP may have 
adopted 310 CMR 7.33 to comply with a federal mandate. The Lo
cal Mandate Law does not apply to state law or regulation imple
menting a federal mandate unless the state has options for achiev
ing federal compliance, and freely chooses an option that imposes 
.costs upon local agencies. Consequently, DLM consulted DEP, the 
United States Environmental Protection Agency (EPA) and the Fed
eral Highway Administration (FHA) to investigate the source of 310 
CMR 7.33. 

Under federal law it is up to the states to propose a plan to 
achieve attainment of federal air quality standards. Transportation 
plans for projects like the Central Arteryffhird Harbor Tunnel 
project must conform to the overall plan. DEP informed us that 310 
CMR 7.33 was adopted at the request of the Executive Office of 
Transportation and Construction (EOTC). EOTC had committed to 
the Parking Freeze as a means for the Central Arteryffhird Harbor 
Tunnel Project to meet the "conformity" test of the federal Clean Air 
Act. This test requires a demonstration that large projects will not 
result in increased air emissions prior to allocation of federal funds. 
The federal agencies (EPA, FHA) informed DLM that the Boston 
Parking Freeze was proposed by state agencies as a discretionary 
element of the Massachusetts plan to achieve compliance with the 
1990 Clean Air Act Amendments, rather than as a federal mandate 
directed at the City of Boston. In fact, we were advised that the 
Clean Air Act actually prohibits federal officials from requiring a 
parking freeze as a condition of plan approval, unless a state volun-

. tarily chooses to implement a freeze as part of its plan. In light of 
this information, DLM was satisfied that Massachusetts has options 
for achieving compliance with the Clean Air Act and through 310 
CMR 7.33, the state freely chose an option that imposes the costs 
upon the City of Boston. 



Chapter 105 of the 
Acts of 1992 
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State Funding for Congressional Redistricting-Split Pre
cinct Expenses for the 1994 Fall State Elections 

In response to a DLM request for state mandate funding, the 
Legislature appropriated $40,000 in the Commonwealth's fiscal 
year 1995 budget to compensate six municipalities for 1994 compli
ance with Chapter 105, section 4 of the Acts of 1992, the Congres
sional Redistricting Law. 

A 1992 United States Supreme Court decision, combined with the 
strict federal constitutional standard of population equality among 
congressional districts, resulted in the Commonwealth's previous 
eleven congressional districts being reduced to ten. In preparation 
for the fall 1992 state and federal elections, Chapter 105 delineated 
the new boundaries of the ten districts, based on 1990 census block 
figures tabulated by the United States Census Bureau. 

The drawing of the ten congressional districts resulted in 24 vot
ing precincts in twelve cities and towns being located in more than 
one congressional district for the 1992 fall elections. Consequently, 
section 4 of Chapter 105 required election officials in these commu
nities to split these precincts into two separate precincts. 

Recognizing that maintaining split precincts would impose new 
costs on the twelve municipalities for voting equipment, poll work
ers, and other related expenses, Chapter 105, section 3, provided for 
state reimbursement for these costs. Subsequently, a Fiscal Year 
1993 state budget item created a reserve account and directed DLM 
to certify eligible expenses prior to funding distribution by the Ex
ecutive Office for Administration and Finance. Shortly after the 
1992 fall elections, eleven of the affected municipalities were reim
bursed a total of $65,240 for split precinct expenses as certified by 
DLM. One community i.eclined reimbursement. 

Five of these communities have since redrawn state senatorial 
and representative ward and precinct boundaries, pursuant to G.L. 
c. 54, ss. 1, 2, and 6, so as to eliminate the need to continue operat
ing split precincts. However, six cities and towns (Boston, Easton, 
Lunenburg, Mansfield, Reading and Rockland) were unable to do so, 
and must therefore continue to operate the split precincts for the 
1994 state and federal elections. DLM anticipates that the $40,000 
fiscal 1995 appropriation will be sufficient to provide full reimburse
ment for these on-going expenses. 

9 1 
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Fiscal Impact Reviews 

General Laws 
Chapters 129 and 
140, and 330 CMR 
4.03 

92 

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, regardless of whether it satisfies the more tech
nical standards for a mandate determination. Chapter 126 reviews 
include cost benefit analyses, and recommendations to the General 
Court for amendments to ease the local fiscal impact. The following 
are samples of this work during the reporting period. 

State Rabies Control Requirements 

During June 1993, DLM responded to over a dozen communities 
requesting opinions on whether the Local Mandate Law applied to 
increased costs local animal control officers were facing in light of 
the escalating rabies epidemic. Because state rabies control re
quirements took effect before the Local Mandate Law, DLM advised 
these petitioners that the Local Mandate Law does not apply to this 
.l3ituation. Nonetheless, DLM continued monitoring the cost impact 
of local rabies prevention responsibilities, and submitted a status 
report along with a request for state financial assistance to the 
House and Senate Committees on Ways and Means in May 1994. 

DLM's research indicated that rabies control had cost cities and 
towns at least $1.8 million since September 1992. These costs in
clude personnel to investigate and react to citizen calls for help, 
trapping and quarantining animals, veterinarian services, prepara
tion and transportation of specimens to the state laboratory and 
pre-exposure vaccination of municipal personnel. DLM's estimate of 
the potential local costs of paying for medical intervention for per
sons exposed to the virus was an additional $686,000. G.L. c.140, 
s.145A, requires cities and towns to provide post-exposure treat
ment free of charge to any resident, whether or not the individual 
has medical insurance to cover the emergency. 

DLM estimated that the number of animals carrying the deadly 
virus would peak between fiscal years 1995 and 1996, and asked 
the budget committees to consider offering a measure of direct fi
nancial assistance specifically targeted to municipal rabies control 
efforts. DLM also recommended that the 62-year old state law re
quiring cities and towns to provide post-exposure treatment to all 
residents be amended to reflect the increased availability of medical 
insurance in the 1990s. 
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Office of the 
State Auditor 
Legislative 
Agenda 

T
his section contains a summary of 
enacted and pending 1994 initia
tives developed and filed by the 
OSA. Of particular interest to OSA 

employees is a section of Chapter 60 of the 
Acts of 1994, the Fiscal Year 1995 Budget, 
that extends dental benefits to those state 
employees not previously covered under 
union contracts or special programs. This 
language, which the State Auditor advocated, 
provides the coverage sought in legislation 
filed as part of the ~SA's legislative package. 
Pending bills, also described below, either di
rectly affect the OSA or address significant 
audit results or local mandate issues. 



Legislative Agenda 

Enacted Legislation 

Chapter 60 of the 
Acts of 1994 Line 
Item 11108-5500 

DentalNision Coverage 

House 9, OSA legislation equalizing the availability of dental and 
vision benefits for state employees, was enacted as a provision of 
Chapter 60 of the Acts of 1994, the FY 1995 State Budget. The bud
get language provides for dental and vision benefits for employees 
who do not already receive such benefits through a separate appro
priation or through a collective bargaining agreement. 

This enactment helps to address an equity as well as a benefits is
sue, since thousands of state employees already had dental/vision 
coverage. Legislative employees, managers, and employees of the 
constitutional offices will now also be covered. 

Pending Legislation 

House 4 An Act Clarifying the Scope of the Local Mandate Law 

This bill would clarify the scope of municipal protection provided 
pursuant to Section 27C of Chapter 29, MGLs, the so-called Local 
Mandate Law. This statute provides that any law taking effect on or 
after January 1, 1981, imposing additional costs upon any city or 
town will be effective only if fully funded by the Commonwealth or if 
locally accepted. In addition, it provides that any post-1980 adminis
trative regulation or law granting or increasing exemptions from lo
cal taxation is not to be effective unless funded by the Common
wealth. 

Certain court decisions over the past few years have both nar
rowed the scope of the mandate law's protections and created confu
sion. Consistent with the original intent of the law, House 4 would 
define "local mandate" to include post-1980 state laws and regula
tions that require a municipality to make additional expenditures to 
maintain any new or existing local activity, to undertake a service 
previously performed by the Commonwealth or a county, or to ini
tiate or expand a contracted service. 

House 4 received a favorable report from the Joint Committee on 
State Administration and is currently pending before the House 
Committee on Ways and Means. 
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House 5 

House 6 

House 7 
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An Act Providing for Uniform Administrative Standards in 
the Audit of Federal Aid Received by State Agencies 

This legislation would provide for uniform standards and overall 
coordination in the audit of federal aid funds. Under this bill, the 
OSA would receive notice from state agencies of federal aid funds to 
be audited, would assist agencies in setting the scope and standards 
for various kinds of audits, and would also receive such audits when 
completed by private firms. The intent of the legislation is to en
sure that agencies contract for and obtain audits that meet the re
quirements of all federal and state statutes and regulations and 
that audit duplication and expenses be reduced. 

House 5 received a favorable report from the Joint Committee on 
State Administration and is currently pending before the House 
Committee on Ways and Means. 

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

This legislation would provide the OSA with the authority to com
pel written records from an unresponsive auditee. This authority, 
which has already been granted to the House and Senate Post Audit 
Committees, the Inspector General, and the Bureau of Accounts, is 
a valuable discretionary tool for improving the effectiveness and 
timeliness of the audit process. Under the bill, if an auditee failed 
to produce requested records within fifteen days of a written re
quest, the OSA would have the authority to subpoena these records. 

House 6 has passed the House and is currently pending in the 
Senate. 

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

This bill would establish competitive bidding guidelines and pro
cedures to govern the procurement of supplies or services by provid
ers contracting with the Commonwealth who receive $100,000 or 
more in state funding in any fiscal year. For the procurement of a 
supply or service in the amount of $1,000 to $9,999, a provider 
would be required to seek at least three written or oral quotations. 
In procuring a supply or service of $10,000 or more, a provider 
would be required to solicit written quotations and bids pursuant to 
an invitation process to be promulgated in regulation by the Divi
sion of Purchased Services. In each case, the provider would be re
quired to award the contract to the responsible person offering the 



House 8 

House 10 

Legislative Agenda 

needed supply or service at the lowest quotation. In addition, pro
viders would be required to maintain a contract file for the period 
they contract with the state. 

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

The intent of House 7, which would require vendors to follow the 
same procurement practices mandated for state agencies and cities 
and towns, is to ensure that the best possible price is obtained for 
goods and services. ' 

House 7 received a favorable report from the Joint Committee on 
State Administration and is currently pending before the House' 
Committee on Ways and Means. 

An Act Clarifying the Establishment and Oversight of Foun
dations at Institutions of Public Higher Education 

This bill would clarify the State Auditor's authority to audit foun
dations at Institutions of Public Higher Education, by making a 
technical amendment to Chapter 15A. 

House 8 received a favorable report from the Joint Committee on 
State Administration, and is being held for review until a 
determination regarding its necessity is made. 

An Act Authorizing the State Auditor to Audit the General 
Court 

This bill would authorize the v . .ice of the State Auditor to audit 
legislative accounts as part of its statutory mandate. It is unclear 
under existing statutory authority whether or not the Office of the 
State Auditor can audit the Legislature's books. Enactment of 
House 10 would clarify this matter. 

House 10 received a favorable report from the Joint Committee 
on State Administration and is currently pending before the House 
Committee on Ways and Means. 
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Private 
Occupational 
Schools: Financial 
Evaluations 

C
hapters 75C, 75D, and 93 of the 
Massachusetts General Laws re-

. quire the Office of the State Auditor 
(OSA) and the Department of Edu

cation to annually evaluate the financial 
and academic positions, respectively, of ap
plications for licensure or registration as pri
vate correspondence, business, or trade 
schools. Schools conducted by employers to 
train their own employees or schools or col
leges, chartered or otherwise authorized by 
the Commonwealth, are exempt from the 
mandate of the statutes. These consumer 
protection statutes were enacted to ensure 
that private occupational schools are both 
financially and academically qualified to op
erate in Massachusetts. 

Prior to licensure or registration by the 
Department of Education, all such non-de
gree granting business, trade, and corre
spondence schools are required to submit fi
nancial statements to the OSA. This infor
mation is evaluated to determine the sol
vency of each applicant. Those schools de
termined to be financially qualified for 
licensure or registration must then secure 
tuition protection in tlie amount recom
mended by the OSA. 



Private Occupational Schools: Financial Evaluations 

Massachusetts statutes require the OSA 
to annually determine each school's appro
priate tuition protection level, which may 
take the form of a surety bond, an irrevo
cable letter of credit, or a term deposit ac
count payable to the Commonwealth. This 
consumer protection is intended to cover 
potential tuition refunds to students result
ing from fraud, deceptive student recruit
ment practices, or a breach of contract by 
the school. 

At the close of fiscal year 1994, there 
were 134 active private occupational 
schools financially certified for Massachu
setts licensure or registration. During the 
six months ended June 30, 1994, the OSA 
performed 66 financial evaluations. Eight 
schools represented first-time applicants, 
58 reviews covered renewal applications, 
and 7 previously approved schools were re
classified as inactive. 

Private occupational school course offer
ings include: acupuncture, appliance re
pair, art, bartending, broadcasting, busi
ness administration, computer program
ming and technology, dog grooming, floral 
design, industrial technology, massage 
therapy, modeling, photography, plumbing, 
secretarial skills, tractor trailer operation, 
and travel agent training. 
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Audit Reports Issued 

Federally Mandated Audits of State-Administered 
Federal and State Programs 

AUDIT 
AUDIT NUMBER 

1. Adams Housing Authority 94-3075-8 

2. Avon Housing Authority 94-3002-8 

3. Barnstable Housing Authority 94-3025-8 

4. Bellingham Housing Authority 94-3037-8 

5. Belmont Housing Authority 94-3008-8 

6. Brookline Housing Authority 94-3030-8 

7. Chicopee Housing Authority 94-3011-8 

8. Clinton Housing Authority 94-3035-8 

9. Dennis Housing Authority 94-3010-8 

10. Duxbury Housing Authority 94-3044-8 

11. Duxbury Housing Authority 94-3064-8 

12. EPA Construction Grant- City of Springfield 91-3071-1 

13. EPA Construction Grant- 92-3071-1 

Lynn Water & Sewer Commission 
14. EPA Construction Grant- 92-3072-1 

Lynn Water & Sewer Commission 
15. Fitchburg Housing Authority 94-3023-8 
16. Franklin County Regional Housing Authority 94-3048-8 

17. Holbrook Housing Authority 94-3022-8 

18. Lynn Housing Authority 94-3032-8 
19. Maynard Housing Authority 94-3016-8 
20. Medway Housing Authority 94-3042-8 

21. Middleborough Housing Authority 94-3031-8 

22. Milford Housing Authority 94-3045-8 

23. New Bedford Housing Authority 93-3069-8 

24 . North Attleboro Housing Authority 94-3038-8 

25. North Reading Housing Authority 94-3041-8 

26. Oxford Housing Authority 93-3057-8 
27. Pembroke Housing Authority 94-3034-8 
28. Pittsfield Housing Authority 94-3028-8 

29. Quincy Housing Authority 94-3021-8 
30. Revere Housing Authority 94-3018-8 
31. Salem Housing Authority 94-3033-8 
32. Saugus Housing Authority 94-3060-8 
33. Springfield Housing Authority 94-3020-8 

34 . Taunton Housing Authority 94-3001-8 

35. Tewksbury Housing Authority 94-3047-8 

36. Wakefield Housing Authority 94-3046-8 

37. Ware Housing Authority 94-3036-8 

38. Wayland Housing Authority 94-3039-8 

39. Winchester Housing Authority 94-3029-8 
40. Yarmouth Housing Authority 94-3027-8 
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ISSUE 
DATE 

06/30/94 

06/28/94 

03/10/94 

03/31194 

06/08/94 

03/07/94 

04/28/94 

05/31194 

06/30/94 

06/28/94 

06/28/94 

01128/94 

02117/94 

02/17/94 

01114/94 

05/31194 

06/28/94 

04/28/94 

01113/94 

06/29/94 

03/29/94 

06/08/94 

02/04/94 

06/23/94 

05/31194 

04/01194 

05/31194 

03/31/94 

04/14/94 

01113/94 

06/30/94 

06/30/94 

03/31194 

04/28/94 

06/23/94 

06/29/94 

05/24/94 

06/10/94 

06/23/94 

05/19/94 



Audit Reports Issued 

Authority Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

1. Attleboro Housing Authority 93-603-1 05/19/94 

2. Ayer Housing Authority 94-1037-2 04/27/94 

3. Beverly Housing Authority 94-612-2 05/26/94 

4. Bourne Recreation Authority 94-844-2 05/26/94 

5. Brewster Housing Authority 94-659-2 05110/94 

6. Brimfield Housing Authority 94-858-2 05/26/94 

7. Cambridge Housing Authority 94-626-2 02/25/94 

8. Charlton Housing Authority 94-1279-2 04/27/94 

9. Dighton Housing Authority 94-643-2 04/27/94 

10. Groton Housing Authority 94-1325-2 06/14/94 

11. Hadley Housing Authority 94-670-2 02/24/94 

12. Lancaster Housing Authority 93-687-2 04/08/94 

13. Lenox Housing Authority 94-692-2 06/22194 

14. Massachusetts Corporation for 94-1302-2 03/04/94 

Educational Telecommunications 
15. Massachusetts Educational Financing 94-1301 -2 03/04/94 

Authority 

16. Massachusetts Health & Educational 94-41-2 05/19/94 

Facilities Authority 
17. Massachusetts Housing Finance Agency 94-141-3 05116/94 

18. Massachusetts Port Authority 93-508-3 03/02/94 

19. Massachusetts Technology Development 94-136-2 04/27/94 

Corporation 

20. Massachusetts Water Resources Authority 93-4026-3 03/08/94 

Boston Harbor Cleanup Project-Report 2 

21. Massachusetts Water Resources Authority - 94-4033-3 04/25/94 

Change Order Process 

22. Millis Housing Authority 94-725-2 06/22/94 

23 . Montague Housing Authority 94-727-2 02/28/94 

24 . Nahant Housing Authority 94-728-2 03/01194 

25. Palmer Housing Authority 94-752-2 04/27/94 

26. Pepperell Housing Authority 94-1071-2 05/06/94 

27. Statewide Regional Transit Authorities 92-5013-3 04115/94 

28. Swampscott Housing Authority 94-792-2 02/16/94 

29. West Boylston Housing Authority 94-1278-2 06114/94 

30. Westford Housing Authority 94-812-2 05/06/94 

103 



Audit Reports Issued 

Education Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

l. Berkshire Community College- 93-5190-2 05/09/94 

Early Retirement Incentive Plan 
2 . Bridgewater State College 94-177-2 04/29/94 

3. Bristol Community College 94-0191-4F 05/16/94 

4. Bunker Hill Community College 94-0192-4C 06101194 

5. Bunker Hill Community College-
Financial Ass~stance Programs 94-192-2 04/29/94 

6. Cape Cod Community College-
Student Financial Assistance Programs 94-193-2 04/29/94 

7. Higher Education Coordinating Council 94-1341 -2 06/14/94 

8. Massachusetts Maritime Academy-
Student Financial Assistance Programs 94-182-2 05113/94 

9. Massasoit Community College 94-0197-4F 06/30/94 

10. North Adams State College-
Student Financial Assistance Programs 94-183-2 05/13/94 

11. North Shore Community College-
Student Financial Assistance Programs 94-202-2 04/29/94 

12. Quinsigamond Community College-

Student Financial Assistance Programs 94-203-2 05/13/94 

13. Roxbury Community College-
Student Financial Assistance Programs 94-204-2 05113/94 

14. Roxbury Community College-
Transition Audit 93-204-2 06/10/94 

15. Salem State College-
Student Financial Assistance Programs 94-184-2 04/29/94 

16. Springfield Technical College-

Student Financial Assistance Programs 94-205-2 05/13/94 

17. University of MassachusettslWorcester 
Medical Center - Joint Report with 
Office of the State Comptroller 94-216-2 04/29/94 
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Audit Reports Issued 

Human Services Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

1. Belchertown State School 93-244-2 02/08/94 

2. Community Teamwork, Inc. 91-6012-9 01125/94 

3. Department of Public Welfare's 
Employment & Training (ET-Choices Program) 91-4007-3 03/09/94 

4. Department of Public Welfare's 
Mass. Medicaid Division -
Third Party Liability Unit 94-5013-2 05/23/94 

5. Department of Social Services-

Closing of Gardner Office 94-5021-5 03/14/94 

6. Dr. John C. Corrigan Mental Health Center 93-0251-4C 06/24/94 

7. Gandara Mental Health Center, Inc. 93-4329-3 06/27/94 

8. Greater Lynn Mental Health & 

Retardation Association, Inc. 93-4330-3 05/06/94 

9. Monson Developmental Center 94-262-2 06/22194 

10. Nonotuck Resource Associates, Inc. 93-4326-3 05112194 

11. Office of the Commissioner 
of Veterans' Services 93-18-2 03/21194 

12. Rate Setting Commission 93-0034-2 01111/94 

13. Road to Responsibility, Inc. 92-4317-3 02/08/94 

l4. Westborough State Hospital 93-268-2 02/25/94 

15. Worcester State Hospital 93-269-2 02/25/94 

16. Work, Inc.-
Follow-Up Review 94-6004-7 06/09/94 

~----------------------
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Audit Reports Issued 

Judiciary flaw Enforcement Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

l. Barnstable County Jail 
& House of Correction 94-1343-2 05/26/94 

2. Dept. of CorrectionlExec. Office 
of Public Safety - Prison 
Overcrowding ReliefIModular Program 93-5009-2 02/16/94 

3. Roxbury District Court 93-1136-2 03/31/94 

4. Various Divisions of the Trial Court 90-5005-1 04/29/94 
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Audit Reports. Issued 

Other Audits 

l. Agency Compliance With Comptroller's 
Year·End Closing Instructions: 

Cash & Revenue Management 93·5002·2 04/29/94 

2. Attorney General's Office . 
Dept. of Labor & Industries Transfer 94·72·2 04/29/94 

3. Bureau of State Office Buildings 94·7040·4W 05112194 

4. Department of Labor & Industries 93·217·2 03/30/94 

5. Department of Procurement and 
General Services 92·33·2 03/16/94 

6. Department of Public Safety. 

Internal Controls Over Revenue Receipts 93·306·2 04/15/94 

7. Division of Insurance 94·0101·4C 06/30/94 

8. Massachusetts Cultural Council 92·1328·2 02/23/!:}4 

9. Massachusetts Highway Department 
(Audit Survey) 94·4036·3 05/06/94 

10. Massachusetts Highway Department· 

Central Artery 1 Third Harbor Tunnel 
Project . Report 2 93·4027·3 04/08/94 

11. Office of Management Information Systems 93·884·2 05112/94 

12. Registry of Motor Vehicles 92·511·2 04/19/94 

13. Registry of Motor Vehicles 93·0511·4F 06/01194 

14. Sail Boston, Inc. 93·6001·9 03/18/94 

15. State Furlough Program 91·5015·3 01120/94 

16. State's Process for Estimating 
Tax & Nontax Revenue 93·4022·7 03/14/94 

17. U. S. Funding, Inc. 90·6020·9 05112194 

18. Various Agencies· 

Selected Transaction Testing 94·5007·2 06/28/94 
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Appendix II 

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

LAW, REGULATION, 
OR LEGISLATION 

Senate No. 949 

House No. 2272 

House No. 3944 

House No. 5515 

G.L. c.31, s.45 

ISSUE 

Preservation of Equine Agriculture in the Commonwealth 

Indemnification of City and Town Police Officers 

Providing Municipal Services to Residential Condominiums 
and Housing Cooperatives 

Calculation of Retirement Benefits for Members of 
Public Retirement Systems 

Increased Employer Reimbursements for Legal Costs, 
Civil Service Disciplinary Actions 

G.L. c.53, s.43 ,Special State Primary and General Elections 

G.L. c.58, ss.13-17 Payments In Lieu Of Taxes on State-Owned Land 

Chapter 105, s.4, Splitting of Voting Precincts into More Than One 
Acts of 1992 Congressional District 

Chapter 110, s.382, Commission to Study the Feasibility of Mandatory Training for 
Acts of 1993 Municipal Firefighters 

Chapter 475, Acts of 1994 The Commonwealth's Motor Voter Law 

310 CMR 7.33 Boston Parking Freeze Regulations 
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RESULT 

No Mandate: No Loss of Municipal Tax Revenue 
Would Result at This Time 

No Mandate: Article 115 of 
the Massachusetts Constitution 

Mandate 

No Mandate: Article 115 of the 
Massachusetts Constitution 

No Mandate: Article 115 of the 
Massachusetts Constitution 

No Mandate: Pre-1981 State Requirements 

State Payments to Cities and 
Towns Estimated to Be $85 Million Short 
of Statutory Formula over Six Years 

Mandate for Six Municipalities for the 1994 Fall Election 

No Mandate: Article 115 of the 
Massachusetts Constitution 

Mandate: Estimated Cost for Automated Voter Registration 
Network Is $5 Million; Alternative Paper-Based Voter 
Registration System Would Impose $6.2 Million Annually 
on Cities and Towns 

Mandate: First Year Cost Estimate Is $133,500; 
Subsequent Years Range from $64,000 to $89,000 

DLM Determinations & Cost Studies 

FUNDING 

Not Applicable 

Not Applicable 

Bill Amended to Provide for Local 
Acceptance 

Not Applicable 

Not Applicable 

Not Applicable 

FY 1995 Appropriation of $6.5 Million 
Provides 35% of the Statutory 
Entitlement 

$40,000 Appropriated in FY 1995 
State Budget to Be Distributed upon 
DLM Cost Certification 

Not Applicable 

Funding Pending 

Not Funded as of Publication Date 

111 








	PD6-1994-1-001
	PD6-1994-1-002
	PD6-1994-1-003
	PD6-1994-1-004
	PD6-1994-1-005
	PD6-1994-1-006
	PD6-1994-1-007
	PD6-1994-1-008
	PD6-1994-1-009
	PD6-1994-1-010
	PD6-1994-1-011
	PD6-1994-1-012
	PD6-1994-1-013
	PD6-1994-1-014
	PD6-1994-1-015
	PD6-1994-1-016
	PD6-1994-1-017
	PD6-1994-1-018
	PD6-1994-1-019
	PD6-1994-1-020
	PD6-1994-1-021
	PD6-1994-1-022
	PD6-1994-1-023
	PD6-1994-1-024
	PD6-1994-1-025
	PD6-1994-1-026
	PD6-1994-1-027
	PD6-1994-1-028
	PD6-1994-1-029
	PD6-1994-1-030
	PD6-1994-1-031
	PD6-1994-1-032
	PD6-1994-1-033
	PD6-1994-1-034
	PD6-1994-1-035
	PD6-1994-1-036
	PD6-1994-1-037
	PD6-1994-1-038
	PD6-1994-1-039
	PD6-1994-1-040
	PD6-1994-1-041
	PD6-1994-1-042
	PD6-1994-1-043
	PD6-1994-1-044
	PD6-1994-1-045
	PD6-1994-1-046
	PD6-1994-1-047
	PD6-1994-1-048
	PD6-1994-1-049
	PD6-1994-1-050
	PD6-1994-1-051
	PD6-1994-1-052
	PD6-1994-1-053
	PD6-1994-1-054
	PD6-1994-1-055
	PD6-1994-1-056
	PD6-1994-1-057
	PD6-1994-1-058
	PD6-1994-1-059
	PD6-1994-1-060
	PD6-1994-1-061
	PD6-1994-1-062
	PD6-1994-1-063
	PD6-1994-1-064
	PD6-1994-1-065
	PD6-1994-1-066
	PD6-1994-1-067
	PD6-1994-1-068
	PD6-1994-1-069
	PD6-1994-1-070
	PD6-1994-1-071
	PD6-1994-1-072
	PD6-1994-1-073
	PD6-1994-1-074
	PD6-1994-1-075
	PD6-1994-1-076
	PD6-1994-1-077
	PD6-1994-1-078
	PD6-1994-1-079
	PD6-1994-1-080
	PD6-1994-1-081
	PD6-1994-1-082
	PD6-1994-1-083
	PD6-1994-1-084
	PD6-1994-1-085
	PD6-1994-1-086
	PD6-1994-1-087
	PD6-1994-1-088
	PD6-1994-1-089
	PD6-1994-1-090
	PD6-1994-1-091
	PD6-1994-1-092
	PD6-1994-1-093
	PD6-1994-1-094
	PD6-1994-1-095
	PD6-1994-1-096
	PD6-1994-1-097
	PD6-1994-1-098
	PD6-1994-1-099
	PD6-1994-1-100
	PD6-1994-1-101
	PD6-1994-1-102
	PD6-1994-1-103
	PD6-1994-1-104
	PD6-1994-1-105
	PD6-1994-1-106
	PD6-1994-1-107
	PD6-1994-1-108
	PD6-1994-1-109
	PD6-1994-1-110
	PD6-1994-1-111
	PD6-1994-1-112
	PD6-1994-1-113
	PD6-1994-1-114
	PD6-1994-1-115
	PD6-1994-1-116
	PD6-1994-1-117
	PD6-1994-1-118

