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His Excellency William F . Weld, Governor 
Honorable A. Paul Cellucci, Lieutenant Governor 
Honorable Thomas F. Birmingham, President of the Senate 
Honorable Thomas M. Finneran, Speaker of the House of Representatives 
Honorable Stanley C. Rosenberg, Chairman of the Senate Committee on Ways and Means 
Honorable Paul R. Haley, Chairman of the House Committee on Ways and Means 
Honorable Members of the General Court: 

I am pleased to submit herewith the Semi-Annual Report of the Audit Results and 
Activities of the Office of the State Auditor (OSA) for the period January 1, 1996 through 
June 30, 1996. 

This nineteenth report continues a format that organizes audit results by recurring 
findings within sectors of government to highlight systemic problems as well as broad areas 
in need of strengthening. The OSA also acknowledges within each section any actions taken 
by agencies in response to previous OSA audit findings or recommendations. Also included 
are activities of the ~SA's Division of Contract Review and Privatization Determinations and 
its Division of Local Mandates. 

The recent cabinet reorganization that has eliminated five secretariats and renamed two 
others will affect internal oversight and management and, as of fiscal year 1997, will also 
impact OSA audit activities. However, because all audit work covered in this Semi-Annual 
Report was completed before the reorganization plan was enacted, this report continues to 
refer to the prior cabinet organization and to the secretariats to which the audit reports were 
submitted when released. 

I appreciate your interest in and support for the work of the State Auditor's Office, and 
I look forward to continuing to work with you to improve the quality, cost-effectiveness, and 
accountability of state government. 

Sincerely, 

, 
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Office of the 
State Auditor: 
Authority and 
Responsibilities 

The Office of the State Auditor (OSA) 
. operates under the direction and control of 
State Auditor A. Joseph DeNucci, an 
independently elected constitutional officer. 
The OSA provides the Governor, the 
Legislature, auditees, oversight agencies, and 
the general public with an independent 
evaluation of the various agencies, activities, 
and programs operated by the Commonwealth. 
The State Auditor is mandated, under Chapter 
11, Section 12, of the Massachusetts General 
Laws (MGLs), to conduct audit work at least 
once every two years at all departments, offices, 
commissions, health and higher education 
institutions, and activities of the 
Commonwealth, including its court system 
and Authorities. Not including special audit 
projects, the number of primary entities 
requiring audit coverage totals approximately 
600. 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. 
Furthermore, under Chapter 7, Sections 52 
through 55, MGLs, the Auditor has mandated 
responsibilities relative to privatization 
initiatives. In addition, the Auditor is 
responsible, under Chapter 11, Section 6B, 
MGLs, for the Division of Local Mandates, 
which is charged primarily with determining 
the financial impact of legislation and 
regulations on cities and towns. 



The OSA conducts financial, performance, 
and electronic data processing audits in accor
dance with "Government Auditing Standards" 
issued by the Comptroller General of the United 
States. These standards are known in the pro
fession both as Generally Accepted Government 
Auditing Standards (GAGAS) and as the Yellow 
Book standards. 

OSA audit activities include the following 
objectives: 

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

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

• Determiningw hether such resources are prop
erly and prudently used; 

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

• Obtaining an understanding of an entity's 
internal control structure; 

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

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

• Ensuring that all audit results are disclosed 
to the public and the auditees. 

All OSA audit results and recommendations 
are intended to assist agency and program 
administrators by indicating areas where 
accounting and administrative controls, financial 
operations, program results, and efficiency and 
effectiveness can be improved. An important 
component of most audits is the exit conference, 
during which the auditeeis given an opportunity 
to respond to the audit and its recommendations. 
The OSA also offers technical assistance where 
appropriate . 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. 

3 
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Audit Results, 
Recommendations, 
Initiatives, and 
Corrective Actions: 
Overview 

During the report period January 1, 1996 
through June 30, 1996, the Office ofthe State 
Auditor iss,ued 124 audit reports covering: 
Authorities, institutions of public higher edu
cation, human services agencies, judiciaryllaw 
enforcement entities, and various other state 
activities. For a complete listing of audit 
reports, see the Appendix on page 85. In these 
reports the OSA disclosed millions of dollars in 
financial and operational deficiencies and pro
vided recommendations intended to safeguard 
the Commonwealth's assets and to improve 
the effectiveness and efficiency of governmen
tal operations. 



Each type of entity audited by the OSA is 
governed by particular laws and regulations; 
is required to maintain financial records prop
erly; and, of course, is expected to operate 
economically and effectively. OSA audits are 
not intended to sensationalize, but rather to 
present an accurate appraisal of financial 
management, legal compliance, and, where 
appropriate, program effectiveness and effi
CIency. 

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 criti
cal individual audit results, are the basis of 
OSAlegislative 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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Special Reviews 
under the 
Privatization Statute 

Chapter 296 of the Acts of 1993, An Act 
Further Regulating the Purchase of State Ser
vices, establishes the process that must be 
followed by state agencies and certain Au
thorities seeking to contract out, or privatize, a 
service currently performed by public employ
ees. The law, now Chapter 7, Sections 52 
through 55, MGLs, applies to contracts that 
have an aggregate value of $100,000 or more. 

Pursuant to this law, the privatization pro
cess includes preparing a detailed statement of 
services to be used in soliciting competitive 
bids, estimating the most cost-efficient method 
of providing those services with agency em
ployees, and, finally, comparing the in-house 
cost with the cost of contract performance. 
Additionally, the agency is responsible for en
suring that the private bids and private con
tract, if ultimately awarded, contain all Chap
ter 296 provisions regarding wages, benefits, 
and personnel. 

It is the responsibility of the State Auditor 
to independently determine whether the pro
cess followed by the agency meets the require
ments of the law. Under Chapter 296, the 
State Auditor has 30 working days from the 
date of receipt of all necessary agency docu-



-

Special Reviews under the Privatization Statute 

ments to approve or reject the contract. The 
law also authorizes the State Auditor to adopt 
regulations and prescribe forms to carry out 
statute provisions. The OSA's Division of 
Contract Review and Privatization Determi
nations, in response, issued a guide in March 
1994 outlining the process and prescribing the 
methods and forms agencies must use in pre
paring and submitting certification data. 

Since the enactment of Chapter 296, the 
OSA has responded to many requests from the 
Legislature and the public to clarify or inves
tigate specific agency compliance issues. OSA 
responsibilities have included meetings with 
concerned parties, correspondence, document 
requests and reviews, and final determina
tions relative to these inquiries. 

In addition, during the current report pe
riod, the OSA issued two formal determina
tions on privatization proposals. Results ofthe 
State Auditor's review of these proposals are 
detailed below. 

Finally, the OSAhas many responsibilities, 
apart from Chapter 296, relative to contract 
monitoring. In this audit period, the OSA 

,performed an audit of the Executive Office of 
Elder Affairs' administration of its contracts 
with 27 private nonprofit Home Care Corpora
tions (see page 33) and issued five audits of 
human service provider agencies (see pages 
29-35). 
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Special Reviews under the Privatization Statute 

Privatization Determination Results 

The Department of 
Employment and 
Training (DET): 
Proposal to 
Privatize Off-Site 
Storage and 
Retrieval of 
Records 

8 

During the report period, the OSA reviewed privatization proposals 
submitted by the Department of Employment and Training and the 
Massachusetts Bay Transportation Authority. The following is a 
summary of the State Auditor's determinations. 

• DET, on December 18, 1995, notified the State Auditor of its intent 
to privatize the off-site storage and retrieval of its unemployment 
insurance records. As required, the notification was accompanied 
by a certification signed by the Commissioner of DET and the 
Secretary for Administration and Finance, as well as necessary 
supporting documentation. 

The State Auditor determined, on January 31, 1996, that DET had 
complied with the provisions of Chapter 7, Sections 52 through 55, 
MGLs, in awarding this privatization contract. The cost of perfor
mance for the three-year period of the contract was estimated by the 
OSA to be $609,294, or $264,434 less than the estimated cost of 
$873,728, to perform the work in-house with agency employees. In 
addition, the quality of services the provider contracted to provide 
was at least equal to that which had been provided by agency 
employees, and all wage, benefit, and personnel requirements were 
fulfilled. Accordingly, the State Auditor approved DET's award of 
this contract to the designated vendor. 



The 
Massachusetts 
Bay 
Transportation 
Authority (MBTA): 
Proposal to 
Privatize Activities 
of its Real Estate 
Department 

Special Reviews under the Privatization Statute 

• The MBTA, on April 24, 1996, notified the State Auditor of its 
proposal to privatize the following real estate management activities: 
tenant administration and leasing, surplus property disposition, 
licensing and permitting, and development. As required, the 
notification was accompanied by a certification signed by the General 
Manager of the MBTA and the Secretary for Administration and 
Finance, as well as necessary supporting documentation. 

The State Auditor determined, on June 10, 1996, that the MBTA 
had complied with the provisions of Chapter 7, Sections 52 through 
55, MGLs, in awarding this privatization contract. The cost of 
performance for the five-year period of the contract was estimated 
by the OSA to be $8,526,886, or $206,257 less than the estimated 
cost of $8,733,143, to perform the work in-house with MBTA 
employees. In addition, the quality of services the provider contracted 
to provide was at least equal to that which had been provided by 
Authority employees, and all wage, benefit, and personnel 
requirements were fulfilled. Accordingly, the State Auditor approved 
the MBTA's award of this contract to the designated vendor. 

9 
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Authority Audits 

During the report period, the OSA issued 
77 audit reports relative to housing authori
ties and other independent entities, 42 of 
which were federally mandated audits of state
administered federal and state programs. 
Many of these reports identified recurring 
audit results which, if addressed, will im
prove financial management of these Authori
ties and, in turn, help to safeguard state and 
federal funds. One of these audits disclosed 
the results of an OSA review of a Massachu
setts Bay Transportation Authority proposal 
to privatize property management activities 
and is detailed under "Special Reviews under 
the Privatization Statute," which begins on 
page 6. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Authority Audits 

Adequate accounting and administrative controls assist entities in 
maximizing revenue potential and avoiding unnecessary deficits, 
thereby potentially increasing funds available for operations and 

. services. The following reports identified areas where oversight, 
accounting, and other internal controls needed improvement. 

• Carver Housing Authority paid an injured employee the difference 
between the amount paid by workers' compensation insurance and 
his full salary, a practice not approved by the Executive Office of 
Communities and Development (EOCD). Moreover, although the 
Authority did not have accurate attendance records for this em
ployee, it paid him an additional sum for accrued vacation and sick 
time. These practices resulted in $4,390.20 in overpayments that 
EOCD asked the Authority to recoup and created conditions in 
which other employees may have received payments to which they 
were not entitled. 

• Carver Housing Authority paid for cable services with the intention 
of collecting payment from the 20 tenants to whom these services 
were provided. However, half of the cable subscribers were not 
properly reimbursing the Authority. As a result, the Authority was 
subsidizing certairi tenants' cable bills. The Executive Director 
responded that the current payment system, which was put in place 
in order to get a bulk rate available only if the Authority partici
pated in the billing, would be altered to eliminate the selective 
subsidy. 

• Hull Housing Authority did not have adequate systems for control
ling, authorizing, and documenting expenditures for the fiscal year 
ended March 31, 1995. As a result, it had an operating deficit 
totaling $37,228 and required a $30,000 loan from the Executive 
Office of Communities and Development for extraordinary mainte
nance expenses. The operating deficit also contributed to the 
Authority's operating reserve deficit of $10,438. 

• Hull Housing Authority had not transferred payments in lieu of 
taxes to the town of Hull for six years even though these payments 
were budgeted each fiscal year. 

• Rockland Housing Authority did not conduct any annual inspec
tions of its state-aided units for the period under audit. These 
required inspections assist the Authority in scheduling routine 
preventive maintenance and in ensuring that unsafe or unsanitary 
conditions are corrected. 

1 1 



Authority Audits 

Inadequate 
Accounting and 
Administrative 
Controls 
(Continued) 

Inadequate 
Control over 
Property and 
Equipment 

1 2 

• West Brookfield Housing Authority set up a Capital Reserve Ac
count without the required prior approval ofthe Executive Office of 
Communities and Development (EOCD). The Executive Director, 
upon learning of this requirement, contacted EOCD and is in the 
process of having the scope, intent, and estimated costs of its capital 
project evaluated and approved. 

State regulations require that housing authorities conduct annual 
physical inventories of property and equipment, tag equipment, and 
annually update inventory listings. In addition to ensuring account
ability for fixed assets, adequate inv~ntory records serve as a source of 
insurance coverage information in the event of a casualty loss, as a 
comparison with the previous year's physical inventory, and as finan
cial planning data. Several reports identified areas where inventory 
controls needed improvement in order to protect property and equip
ment from possible loss, theft, or misuse. 

• Carver Housing Authority did not conduct an annual physical 
inventory of its property and equipment. In addition, there was a 
variance of $27,510 between the value of the Authority's fixed 
assets listed on its inventory cards and the value reported on its 
financial statements. As a result, the Authority could not be 
assured that its property and equipment were adequately protected 
or accurately recorded on its books. 

• Framingham Housing Authority did not perform an annual physi
cal inventory of its property and equipment in 1994 or 1995. In 
addition, records of fixed assets were incomplete and in need of 
updating. As a result, the Authority could not be assured that its 
property and equipment were adequately safeguarded or accu
rately recorded on its books. 

• Lynn Housing Authority's listing of property and equipment was 
incomplete. Fixed asset valuations were not properly recorded, and 
disposed items had not been removed from the listing. As a result, 
the Authority could not be assured that it was adequately safe
guarding its property and equipment or submitting complete and 
accurate financial statements. 

• Oxford Housing Authority did not conduct an annual physical 
inventory of its property and equipment. In addition, although new 
purchases had been added to inventory cards, deletions had not 
been made for several years. As a result, the Authority could not be 
assured that its fixed assets were adequately safeguarded or accu
rately recorded on its books. 



Inadequate 
Control over Rent 
Collections, Rent 
Determinations, 
and Tenant 
Selection/Delays 
in Renting 
Apartments 

Authority Audits 

• Rockland Housing Authority, while improving its inventory control 
procedures, still needed to conduct an annualphysicalinventory. In 
addition, the Authority needed to reconcile the value of items on its 
card system with its general ledger. 

OSA reports disclosed that certain housing authorities did not 
adhere to state and federal regulations regarding rent determinations 
and tenant selection, 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, lost rental income to 
Authorities, or delays in providing needed housing to eligible low
income applicants. 

• Carver Housing Authority did not maintain complete vacancy 
ledger records. As a result, it was not possible for the OSA to test 
for extended vacancies and determine whether there was any 
potential income lost to the Authority. 

• Chicopee Housing Authority, while decreasing potential rental 
income loss by 16% over the prior audit period, still lost approxi
mately $63,750 due to excessive delays in renting vacated apart
ments. 

• Concord Housing Authority did not place all applicants in housing 
based on their position on its waiting list. In one instance, an 
applicant with no mitigating emergency circumstances was improp
erly placed at the top of the waiting list when a unit became 
available. As a result, other applicants were unfairly delayed in 
obtaining housing. 

• Dalton Housing Authority's four congregate housing units were 
vacant for 67 consecutive months and 80% of the time since the units 
opened in 1985. As a result, the Authority lost $11,450 in potential 
rental income during the audit period. The Executive Director 
responded that the Authority was unable to attract elderly persons 
to a shared-living arrangement. The OSA recommended greater 
outreach efforts by the Authority as well as closer work with the 
Executive Office of Communities and Development to resolve the 
long-term problem of congregate unit vacancies. 

• Fall River Housing Authority, while generally complying with 
applicable laws and regulations regarding tenant selection, needed 
to utilize the applicant control numbers that were properly assigned 
at the time of application, rather than computer-generated sequen
tial application numbers, in its computerized waiting list system. 

1 3 



Authority Audits 

Inadequate 
Control over Rent 
Collections, Rent 
Determinations, 
and Tenant 
Selectionl Delays 
in Renting 
Apartments 
(Continued) 

1 4 

• Framingham Housing Authority needed to improve controls over 
rent calculations for its tenants located in private residen.tial units 
operated in conjunction with the Department of Mental Health and 
the Department of Public Health. Rental calculations were per
formed for these tenants by the vendors providing contracted 
services at these residences, who were, in fact, the tenants' land
lords. These rental calculations, which were forwarded to the 
Authority, were not always accompanied by the appropriate back
up documentation. In addition, the contract rents paid to these 
providers, as landlords, exceeded allowable amounts. 

• Hull Housing Authority had serious deficiencies in its tenant selec
tion procedures, including not properly maintaining waiting lists 
and vacancy ledgers and not properly determining eligibility. In 
addition, priorities were not used properly; receipts were not pro
vided upon application; and handicapped applicants were excluded 
from the Elderly Housing Program in violation of state law. As a 
result, certain tenants were housed out of sequence, and neither the 
Authority nor the Executive Office of Communities and Develop
ment could be assured that eligible applicants were housed fairly, in 
the proper order of application. 

• Hull Housing Authority had four tenant accounts receivable that 
had been outstanding for more than a year. The Authority needed 
to take steps to collect these delinquent balances. Should every 
effort to collect the amount overdue prove unsuccessful, the bal
ances would have to be written off, which would result in reductions 
in the Authority's operating reserves. 

• Leominster Housing Authority did not correctly calculate all rents 
paid by its tenants in eleven publicly-assisted private residential 
units. One tenant was overcharged $19 per month, and another 
tenant was undercharged $7 per month. In addition, payments to 
the landlord of these units exceeded the maximum amount allow
able under state regulations. 

• Mansfield Housing Authority did not update its utility allowance 
schedule for tenants on an annual basis. This may have resulted in 
errors in rental calculations from 1993 through 1995. 

• New Bedford Housing Authority had several deficiencies in its 
tenant selection procedures. As a result, two applicants who had not 
been on the Authority's waiting list were placed in housing units, 
and two other applicants were placed in units that were larger than 
what was allowable for their family size. 



Authority Audits 

• Oxford Housing Authority was using an outdated utility allowance 
schedule in determining federal Section 8 tenants' rents for the 
fiscal year ended June 30, 1995. As a result, these tenants' rents 
may have been miscalculated. 

• Rockland Housing Authority did not properly maintain its tenant 
waiting lists or its unit vacancy ledgers. As a result, the Authority 
could not be assured that applicants were housed in the correct 
order. In addition, an applicant who was ineligible due to having 
assets in excess of $15,000 was improperly given housing. 

1 5 



Authority Audits 

Special Audit Section 

Massachusetts 
Bay 
Transportation 
Authority (MBTA): 
Property 
Acquisition 

1 6 

During the audit period, the OSA released the following reports on 
planning and procurement activities for capital projects at the Massa
chusetts Bay Transportation Authority and the Massachusetts Water 
Resources Authority. 

The OSA conducted a performance audit of the MBTA's planning, 
acquisition, and development procedures for the construction of a new 
police headquarters located at Newmarket Square, Boston. Results of 
this review are summarized below. 

• The MBTA did not maintain a comprehensive listing of all real 
property it owns. As a result, the Site Search Committee for the new 
police headquarters received a listing of only those properties 
categorized as insured. Although this information was supple
mented verbally by staff, the MBTA could not ensure that all of its 
existing properties were evaluated before $4.7 million was spent to 
purchase the site at Newmarket Square, Boston. Officials from the 
Real Estate Management Department stated that a complete 
inventory of all MBTA real property was being prepared. The result 
of this effort is expected to be a formal, descriptive, and usable 
property inventory that will assist the MBTA in determining the 
need for all future real property acquisitions. 

• The MBTA's Request for Proposals (RFP) for its police headquarters 
site was overly restrictive. The audit noted that several of the 
property specifications contained in this RFP were similar to the 
actual property specifications ofthe site that was ultimately chosen. 
Moreover, one month before the issuance ofthe RFP, this property 
had already been identified as a desirable site for the planned 
headquarters. The OSA recommended that, for future property 
acquisitions, the MBTA should prepare its RFPs in a manner that 
will avoid any semblance of restrictiveness or bias and that will 
provide greater assurance that the most economical and suitable 
site is chosen. 

• The MBTA expended $1.95 million to purchase property adjacent to 
its new police headquarters site without fully justifying its need for 
this additional acquisition. Furthermore, this property was in a 
state of serious disrepair, and funding sufficient to renovate it for 
purposes other than parking was not available . The MBTA stated 
that obtaining parking spaces had been a high priority due to 
concerns that the GAIT Project might claim a portion of the police 
headquarters parking lot. However, since the MBTA knew at the 



Massachusetts 
Water Resources 
Authority (MWRA): 
Design and 
Construction of a 
Power Plant on 
Deer Island 

Authority Audits 

time of the RFP that uncertainty existed regarding a possible land
taking by the GAIT Project, it might have been more prudent to have 
chosen an alternate site for the police headquarters than to have 
spent an additional $1.95 million to acquire adjacent land. 

• The MBTA knew from environmental engineering reports that the 
site selected for its police headquarters contained high levels of 
groundwater and soil pollution. However, despite pollution cleanup 
cost estimates of up to $3 million, the MBTA did not reconsider the 
site selection or secure a suitable deduction from the purchase price. 
Furthermore, the MBTA delayed the required reporting to the 
Department of Environmental Protection of the hazardous materi
als found on this site. 

The OSA conducted a review of procurement, design, and construc
tion activities relative to an on-site power plant on Deer Island. Results 
of this review are summarized below. 

• The MWRA, due to several factors, including the inability to reach 
a timely agreement with the city of Boston regarding real estate 
taxes, errors and omissions in engineering designs, and lengthy 
construction delays, incurred unnecessary costs for the construction 
of the Deer Island ThermalJPower Plant. Although the total 
additional cost to the MWRA had not been fully determined during 
the audit period, the report estimated that it could be as much as 
$21.4 million. The OSA recommended that the MWRA identify 
responsibility for all added project costs, including those due to 
design errors and omissions, and initiate recovery procedures where 
appropriate. The MWRA's Executive Director indicated agreement 
with this recommendation. He stated that one party had already 
received notice of possible MWRA claims and that steps were being 
taken to determine whether others should also have legal liability. 

1 7 



Authority Audits 

Prior Audit Results: Corrective Actions 

Bay State Skills 
Corporation 

Berkshire 
Regional Transit 
Authority 

Carver Housing 
Authority 

Clinton Housing 
Authority 

Leominster 
Housing Authority 

1 8 

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 as recommended by the OSA. 

• The entity has received a payment of $16,883 from its affiliated 
organization that was outstanding at the close of the prior audit 
period. This sum represented a share of overhead costs and unspent 
grant funds. 

• The Authority is now using a competitive selection process for 
awarding transit service contracts in accordance with federal regu
lations. 

• The Authority is now properly including a deduction for heating 
w hen redetermining rents. The Authority has also prepared adjust
ments for those tenants who had been overcharged for rent during 
the prior audit period. 

• The Authority has substantially improved its compliance with state 
standards and procedures for tenant selection and tenant transfer. 
Although Authority officials still needed to update the master 
waiting list in a more timely manner, they were properly consulting 
the list w hen vacancies occurred. In addition, a required Emergency 
Case Plan has been approved by the Authority's Board of Commis
SIOners. 

• The Authority has resolved or is in the process of resolving issues 
arising from the hiring of the spouse of a board member without first 
receiving a waiver from the Executive Office of Communities and 
Development (EOCD). This person is no longer employed by the 
Authority, and the portion of her wages that was paid out of state 
funds will be returned to EOCD. 

• The Authority has improved the accuracy of its rent determinations 
by updating its utility allowance schedule. 

• The Authority has discontinued the practice of paying a bonus to its 
Section 8 Program Administrator and is properly reflecting the 
actual salary paid to program administrators in its annual budget 
submission. 



Authority Audits 

Merrimack Valley 
Regional Transit 
Authority 

Milfor.d Housing 
Authority 

Northbridge 
Housing Authority 

Rowley Housing 
Authority 

Southeastern 
Regional Transit 
Authority 

• The Authority has improved its procurement procedures by properly 
considering price when evaluating contract proposals and by limit
ing the term of its service contracts to the basic contract and optional 
renewal periods allowed by the Federal Transit Administration. 

• The Authority has reached a legal settlement resolving issues of 
repayment by its former Executive Director of excessive travel 
reimbursements and subsequent payment to him for unpaid vaca
tion leave. 

• The Authority has improved the safeguarding of its property and 
equipment by ensuring that its inventory listing is complete, accu
rate, and reconciled to appropriate state and federal program 
balance sheets. 

• The Authority has established a supervisory review process relative 
to rent calculations and has reimbursed all tenants who had been 
overcharged. The current review of tenant files indicated that all 
rental calculations were accurate. 

• The Authority was previously cited for expending $1,217 on a 
Christmas party. The current review indicated that all Authority 
expenditures were authorized, allowable, and allocated in accor
dance with Executive Office of Communities and Development 
guidelines. 

• The Authority has substantially reduced potential rental income 
loss by more promptly filling vacant apartments. 

• The Authority has improved its administrative controls by properly 
maintaining records of employee attendance. 

• The Authority, while not rebidding a transit contract that had been 
awarded under questionable circumstances, is currently maintain
ing fair, open, and ethical conduct in awarding its transit contracts. 

• The Authority has eliminated its operating deficit and reduced its 
unfunded pension liability by approximately $600,000. In addition, 
its pension plan, with proposed amendments, has been forwarded to 
the Executive Office of Transportation and Construction for evalu
ation and recommendation, particularly regarding the provision 
allowing the owner of a transit management firm to participate in 
the Authority's pension program. 
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Authority Audits 

The following is an update of planned and ongoing special OSA 
initiatives in the area of Authority audits: 

• The OSA is continuing to review EOCD's MRVP at local housing 
authorities and private corporations to determine compliance with 
program rules and regulations. The audit will review controls over 
MRVP expenditures to determine whether expenditures are being 
made for the intended purposes of the program. 

• The OSA is continuing its review of the MWRA's activities relative 
to the administration of the Boston Harbor Cleanup Project, which 
includes, but is not limited to, contract awards and amendments, 
project scheduling, and anticipated costs and funding. It also 
includes an assessment of the system of internal controls that the 
MWRA has established for estimating, monitoring, and controlling 
project costs. This audit will result in a series of reports, seven of 
which had been issued as of June 30, 1996. 

• The OSAis continuing its review ofthe Authority's short-term and 
long-term expansion and capital improvement plans. Specifically, 
the audit is analyzing the Authority's $500 million five-year major 
capital improvement program to reconstruct, improve, and modern
ize the Massachusetts Turnpike. The audit will determine whether 
activities comply with applicable laws and regulations and result in 
effective, economical, and efficient utilization of resources. The 
audit will also examine the costs versus the revenue generated for 
each section of the Turnpike. 

• The OSA is reviewing and analyzing Massport's $1.2 billion im
provement project known as the "Logan 2000" plan. The audit will 
examine construction schedules, costs, and impacts to determine 
their feasibility, applicability, and compliance with existing agree
ments. It will also review contract management practices and 
procedures for compliance with state laws, rules, and regulations . 



Authority Audits 

Massachusetts 
Bay 
Transportation 
Authority (MBTA) 

• The OSAis continuing to review and analyze the MBTA's expansion 
plan, including the Old Colony Rail project, the Commuter Rail to 
Worcester project, and the Blue Line Rehabilitation and Improve
ment project. In addition, the audit is reviewing the MBTA's cost 
study comparing the Old Colony Railroad to a proposed ferry system 
to ensure that all costs of competing services (railway and ferry) are 
considered, and that the MBTA obtains a fair estimate of construc
tion as well as annual ope~ating costs. Finally, the audit is also 
reviewing abutters' environmental concerns relating to the Old 
Colony Commuter Rail project and the MBTA's plans to restore lost 
green space. This audit will result in a series of reports, the first of 
which, pertaining to the construction of a new police headquarters 
at Newmarket Square, is detailed in this Semi-Annual Report. 
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Education Audits 
During the report period, the OSA released 

fourteen audits pertaining to education, in
cluding nine audits of federal financial assis
tance programs at various institutions. In 
addition, two of the fourteen audits reviewed 
Electronic Data Processing (EDP) activities 
and are detailed in the EDP Audit section on 
page 50. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Education Audits 

Inadequate accounting and administrative controls assist entities 
in maximizing revenue potential and avoiding unnecessary operating 
deficits. Deficiencies relative to internal control policies and proce
dures can create vulnerabilities to waste and illegal acts and, as in one 
instance detailed below, can result in the diversion and theft of funds . 

• Berkshire Community College did not perform monthly reconcilia
tions between records of its non-appropriated fund activity and 
Massachusetts Management Accounting and Reporting System 
(MMARS) reports. As a result, although year-end reconciliation 
variances were found to be small, the College could not verify that 
all information submitted on MMARS was accurately recorded, 
processed, and in balance with records maintained at the school. 

• Massachusetts Bay Community College did not perform monthly 
reconciliations between records ofits non-appropriated fund activ
ity and Massachusetts Management Accounting and Reporting 
System (MMARS) reports. A comparison ofthe College's balances 
to its report on MMARS for June 1995 showed variances in four 
categories, ranging from $4,217 to $1,228,528. The College needed 
to work with the State Comptroller to identify the causes of the 
variances and to make appropriate adjustments, as well as to 
implement monthly reconciliation procedures. 

• North Adams State College did not properly reconcile records of its 
non-appropriated fund activity and Massachusetts Accounting and 
Reporting System (MMARS) reports. Mter the close of each fiscal 
year reviewed, College personnel recorded significant activity and 
made year-end adjustments that were not recorded on MMARS. 
During the fiscal year ended June 30, 1995, for example, revenues 
and expenses in excess of $500,000 were not recorded on MMARS. 

• North Shore Community College entered non-appropriated fund 
activity into the Massachusetts Management Accounting and Re
porting System (MMARS) only four times during fiscal year 1995, 
rather than monthly, and did not fully reconcile the information 
from its internal accounting system with MMARS reports as re
quired. In addition, the fiscal year 1995 beginning balances were 
incorrect and had not been adjusted. During the audit period, the 
College began to take steps to make appropriate adjustments and 
to ensure that information submitted on MMARS was accurately 
recorded, processed, and in balance with records maintained at the 
school. 
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• Salem State College had serious deficiencies in internal control 
procedures relative to two programs for economically and educa
tionally disadvantaged students. These programs, Upward Bound 
and Enrichment Activities to Ready Local Youth (EARLY), provide 
academic and cultural activities, as well as a stipend, to partici
pants. Weaknesses documented in the audit included inadequate 
documentation in support of expenditures, inadequate supervisory 
controls, lack of segregation of duties, and improper safeguards and 
controls over payrolls and payroll distribution. These deficiencies 
allowed three College officials to embezzle more than $4,000 in 
program funds . Moreover, since this diversion offunds was largely 
from students' checks, this theft temporarily reduced the stipends of 
needy youngsters preparing for or engaged in college studies. 

Pursuant to the requirements of Chapter 647 ofthe Acts of 1989, the 
Internal Control. Statute, the OSA investigated the control 
environment and made recommendations, which included a request 
to the Attorney General's Office for a follow -up criminal investiga tion. 
See page 64. 

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. In the report detailed below, conditions were 
noted that, ineft uncorrected, could result in the loss, theft, or misuse 
of property . 

• Westfield State College had inventory control weaknesses, includ
ing not tagging property and equipment at the time of acquisition, 
not conducting annual physical inventories, and not properly ac
counting for equipment held in a custodial capacity. As a result, 
certain equipment items could not readily be located, and inventory 
valuations were overstated and inaccurately recorded on the College's 
financial statements. In addition, contrary to the Internal Control 
Statute, the College did not immediately notify the Office of the 
State Auditor of equipment items that appeared to be missing. 



Noncompliance 
with Federal 
Regulations 
Regarding 
Student 
Assistance 

Education Audits 

The OSA has, in this audit period, completed nine reviews offederal 
student financial assistance programs funded through the United 
States Department of Education. These reviews were conducted in 
conjunction with the Single Audit of the Commonwealth for the fiscal 
year ended June 30, 1995. Except for minor deficiencies noted below, 
all nine schools were in compliance with federal student financial 
assistance laws and regulations. 

• Berkshire Community College did not process refunds to financial 
aid program accounts and to students within 30 days of a student's 
withdrawal as required by federal financial aid program regula
tions. Students who withdrew from the fall 1994 semester did not 
receive refunds until March 1995, and students who withdrew from 
the spring 1995 semester experienced similar delays, receiving 
refunds in late summer 1995. 

• Bridgewater State College did not establish a reporting process that 
promptly identifies the status of withdrawn financial aid students. 
As a result, the College was tardy, in certain instances, in processing 
refunds to financial aid programs and to students. 

• North Adams State College filed late Student Status Confirmation 
Reports on three of four occasions. These reports monitor the 
enrollment status of students and enable prompt notification to 
lenders of any changes in a student's status that would initiate the 
beginning of a borrower's grace period or obligation to make pay
ments. 

• North Shore Community College made errors in reports to the U.s. 
Department of Education (DOE) relative to the College's Pell Grant 
awards. As a result, disbursements to eligible students exceeded 
DOE's Pell Grant authorization by $1,249. 

• Quinsigamond Community College did not always correctly update 
student eligibility for Pell Grant funds. As a result, the College 
disbursed $200 ofthese funds to a student who was not enrolled in 
an eligible program. The College has taken steps to improve its 
procedures for updating student eligibility and to repay the Pell 
Grant Program. 

• Quinsigamond Community College entered into agreements with 
off-campus work-study employers that did not stipulate whether 
the College or the employers would be responsible in the event of a 
student injury. As a result, financial responsibility for an injured 
student could be left to complicated litigation. The College re
sponded that, in order to meet federal requirements and to protect 
work-study students, these students will be added to the school's 
Workers' Compensation Insurance Plan. 
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A review of prior audit results is an important component of each 
OSAaudit. This follow-up review helps to monitor and to acknowledge 
agency compliance with OSA recommendations. The following entity 
has formulated new procurement procedures based on OSA recom
mendations . 

• The Authority is now using a competitive selection process when 
awarding contracts for professional services. Although Authorities 
are not required by law to follow a competitive bid process when 
awarding service contracts, the OSA had recommended doing so as 
sound business practice. The Authority's board agreed and insti
tuted the current procurement policy. 
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Education Audits 

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

• The OSA is continuing a udi ts of federal studen t financial assistance 
programs at fourteen public colleges. 

• The OSA is reviewing the openness and competitiveness of the 
procurement of supplemental health insurance at selected higher 
education institutions. The audit will review the adequacy and 
effectiveness of related controls for protecting students and the 
Commonwealth. 

• The OSA is reviewing contracts relating to school building assis
tance in order to determine the amount of financial assistance 
provided to communities and the rate ofpayment and interest being 
paid on bonds and notes used to build the school. The audit will 
compare the original agreed-upon rate to the rate that the state is 
reimbursing the community and will determine whether the com
munity has refinanced and, ifso, whether the state is still paying the 
previous rate. 

• The OSA is conducting an audit analyzing the implementation of 
the Education Reform Act to determine whether financial and 
programmatic activities are in compliance with the statute's intent, 
and whether adequate monitoring procedures are in place to ensure 
the proper expenditure of funds . 

27 



28 

Human Services 
Audits 

During the report period, the OSA issued 
eleven reports pertaining to human service 
activities, five of which were audits of vendors 
who contract with the Commonwealth to pro
vide social services. 



Audit Results 

Deficiencies in 
Contract 
Procurement and 
Oversight 

Inadequate 
Accounting and 
Administrative 
Controls 

Human Services Audits 

The execution of formal contracts that specify the scope of work to 
be done, in conjunction with adequate contract monitoring, helps to 
control contract costs and ensure contract performance. The following 
entity needed to improve contract administration controls. 

• The Institute for Developmental Disabilities, Inc., was paid $473,477 
over the maximum obligation of its contract with the Department of 
Mental Retardation without benefit of an additional contract or 
contract amendment as required by state regulations. As a result, 
the contract in force could not be used to accurately measure the 
Institute's performance or to protect either party should legal 
questions or liabilities arise. 

Several reports revealed various internal control deficiencies, which 
create vulnerabilities to waste and mismanagement and could result 
in lost revenues. 

• Alternatives Unlimited, Inc., a private nonprofit agency that pro
vides services to individuals with developmental and psychiatric 
disabilities, had paid, over a seven-year period, more than $3.6 
million for insurance to an agency owned by a member ofits Board 
of Directors. Although Alternatives Unlimited disclosed the re
lated-party issue as required, the transactions were in violation of 
the agency's own bylaws. Further, several of the insurance con
tracts were awarded without evidence that competitive bids were 
solicited or obtained, which is not in keeping with sound business 
practice. 

• Bay State Community Services, Inc. , a private nonprofit agency 
that provides social services, did not utilize effective budget tech
niques to ensure that its cash flow met operational needs. As a 
result, the agency had difficulty paying bills on time, leading to late 
payment fees . 

• The Department of Mental Health Southeastern Area Office had 
insufficient internal controls over accounts receivable, state ad
vances, and canteen operations. Both the Comptroller's Internal 
Control Guide for Departments and Chapter 647 of the Acts of 1989 
direct that no individual is to control all aspects of a transaction. 
However, one Area Office administrator maintained sole discretion 
over all uncollectible account write-offs, as well as control over state 
advance checks from signature authorization to account reconcilia
tion. In addition, canteen receipts were not deposited daily, and 
periodic merchandise inventory reconciliations were not performed 
as required. As a result, the integrity and reliability of the Area 
Office's financial transactions could not be ensured, and interest 
revenue may not have been maximized. 
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• The Department of Mental Health Metro-South Area Office's Can
teen Committee allowed its canteen to operate at a loss, despite a 
mission statement which called for the canteen to operate at a profit. 
As a result, substantial canteen fund cash reserves were depleted, 
and the canteen was in jeopardy of going out of business. 

• The Department of Mental Retardation's Hogan Regional Center 
failed to establish written internal control policies and procedures for 
its power plant payroll operations. In the absence of written policies, 
payroll recordkeeping was found to be inadequate and lacking in 
documentation. Also, payroll responsibility was not properly segre
gated and was insufficiently monitored. This resulted in unreliable 
time and attendance records, and placed power plant payroll opera
tions at risk. Under these conditions, records may have been falisfied, 
and a chief engineer and others may have received compensation for 
hours they did not work. See page 63. 

• Institute for Developmental Disabilities, Inc., a private nonprofit 
corporation that provides special education and other services to 
children, did not have formal written procedures in place to protect 
client assets. Further, the Institute did not produce records for 
several client funds , inappropriately transferred funds in and out of 
client accounts without the clients' permission or knowledge, did not 
apply all supplemental security income to client room and board costs 
as required, and did not return client custodial account balances upon 
discharge. As a result, the Institute and the Commonwealth could 
not be assured that clients' financial assets were being safeguarded 
or that account transactions were being properly authorized, re
corded, and reported. 

• Self Help, Inc., a nonprofit Community Action Agency, was not 
required under Executive Office of Communities and Development 
(EOCD) administrative guidelines to seek independent verification of 
the household income of applicants for the Weatherization Assis
tance, Fuel Assistance, and Heating Emergency Assistance Retrofit 
Task Weatherization Assistance programs. Also, the timeframe 
between the date of eligibility and the date on which services were 
provided allowed applicants to qualify based on past financial hard
ships. As a result, Self Help, Inc. , EOCD, and the Commonwealth 
could not be assured that all the services extended through these 
programs were provided to eligible individuals. 



Inadequate 
Controls over 
Property and 
Equipment 

Human Services Audits 

• Vietnam Veterans Workshop, Inc., doing business as the New 
England Shelter for Homeless Veterans, did not establish adequate 
controls over the administration of its petty cash fund. Specifically, 
the Shelter did not limit the amount of the expenditures or require 
prior approval, receipts, or other documentation. As a result, over 
$12,000 in fiscal year 1994 expenditures from the fund could not be 
substantiated. 

All state entities and private entities that receive public funding for 
the purchase of equipment are required to keep complete inventories 
of fixed assets to ensure that all property is safeguarded and used for 
the purposes intended. The following reports identified areas where 
inventory controls needed improvement. 

• Bay State Community Services, Inc., (Bay State) contrary to a 
Division of Purchased Services General Contract Condition, did not 
develop or implement adequate controls over furnishings and equip
ment. Although Bay State did have an asset listing, it did not 
identify items specifically or note the value of equipment items. 

• The Department of Mental Health Metro-South Area Office did not 
create adequate controls over fixed assets and consumable items. 
Requisite annual inventories were not conducted for 1994 or 1995, 
and an automated inventory control system was abandoned due to 
computer problems. Also, although procedures were in place to 
control the almost $1 million inventory of supplies at Medfied State 
Hospital, items were counted and recorded incorrectly, and issued 
without full documentation. As a result, there was limited assur
ance that equipment and supplies were adequately protected or 
that any loss, theft, or misuse would be detected. 

• The Department of Mental Health Southeastern Area Office's 
Brockton Multi-Service Center did not maintain adequate inven
tory records in that the required annual physical inventory was not 
performed; property and equipment were inaccurately tagged; and 
the inventory value was not recorded. As a result, Area Office assets · 
were vulnerable to loss, theft, or misuse. 

• Institute for Developmental Disabilities, Inc., had inadequate in
ternal controls over $1,542,296 in furnishings and equipment. 
Specifically, the Institute did not maintain a description and loca
tion for each item, did not identify the source of the funds used to 
purchase each item, and did not perform a periodic inventory of 
these assets as required. As a result, neither the Institute nor the 
Commonwealth could be assured that furniture and equipment 
were properly safeguarded against loss, theft, or misuse. 
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OSA reports disclosed instances in which human service entities 
were not in compliance with state and federal laws and regulations. 
Such noncompliance could result in inappropriate expenditures, loss of 
revenues, or benefit inequities. 

• Alternatives Unlimited, Inc., contrary to state regulations requir
ing contractors to equitably provide fringe benefits to all employees, 
maintained an employee-contributed annuity plan that provided 
favorable treatment to upper-level management employees. Senior 
level employees also enjoyed significantly greater life insurance 
benefits, health insurance benefits, and vacation allowances than 
those offered to other workers. As a result, the propriety of fringe 
benefit contributions paid by the Commonwealth from state funds 
has been called into question. 

• The Division of Medical Assistance's Benefit Coordination and 
Recovery Section's Third-Party Liability Unit did not correct a 
problem within its Medicaid Management Information System 
cited in previous audits. Unresolved computer program limitations 
continued to prevent the identification of absent-parent-related 
claims being pursued in cooperation with the Department of 
Revenue's Child Support Enforcement Division. As a result, these 
records could not be differentiated to be processed using the pay
ment and reimbursement method mandated by federal regulations . 
Further, the Unit could not be certain that parental obligations for 
dependents' medical expenses were being enforced. 

• Institute for Developmental Disabilities, Inc., paid over $180, 000 in 
questionable compensation to agency employees who, at the time of 
the allocations, were also members of the Board of Directors. 
Specifically, although the Board of Directors is required by law to act 
in the interest of the corporation, employee Board members gave 
themselves annual pay and other compensation increases of up to 
85%, despite the Institute's operating fund deficit of over $2 million. 
Also, some ofthe compensation was not reported on the Institute's 
financial statements or on one employee's W-2 Forms. 

• Self Help, Inc., did not fully comply with federal regulations that 
require non-profit agencies in receipt of federal funds to award 
contracts to the lowest qualified bidder in open and fair competition. 
Specifically, Self Help allowed its tenant and highest paid vendor, 
CAP Systems, Inc., to develop specifications for a computer system 
and to solicit and collect bids for the proposed system on behalf of 
Self Help. CAP Systems was then allowed to add its own bid, just 
under the cost ofthe other two proposals, and was later granted the 
$34,960 contract. Also, employees of CAP Systems were included on 



Programmatic 
Issues 

Human Services Audits 

Self Help's health insurance plan and had access to and free use of 
Self Help' s office supplies and photocopier, raising further concerns 
about the appropriateness of Self Help's relationship with CAP 
Systems. As a result, the Commonwealth and the federal govern
ment could not be sure that CAP Systems' contracts with Self Help 
were appropriate, that contract performance was adequately moni
tored, that CAP Systems did not receive any unfair competitive 
advantage, or that related expenses were appropriate and neces
sary. 

• Vietnam Veterans Workshop, Inc., doing business as New England 
Shelter for Homeless Veterans, provided a $6,000 car allowance to 
the Executive Director, contrary to shelter policy and Common
wealth regulations, and without the approval ofthe Shelter's Board 
of Directors. Further, the Shelter did not report this fringe benefit 
to the Internal Revenue Service or the Department of Revenue on 
the Executive Director's W-2 Forms as required by law. 

In addition to financial and statutory compliance audits, the OSA 
conducts audits to determine whether state-funded programs are 
being operated so as to provide appropriate and effective services to 
their clients. The Executive Office of Elder Mfairs (EOEA) is the 
principal agency responsible for developing and implementing pro
grams to ensure the dignity and independence of elderly persons. Its 
major charge is its Home Care Program, which is largely coordinated 
and administered by private Home Care Corporations. These corpora
tions, in turn, contract with providers to deliver actual home care 
services. The Home Care Corporations, under EOEA regulations, also 
monitor the delivery and quality of direct care services. During the 
audit period, the following programmatic issues were noted . 

• EOEA had provided the Home Care Corporations with standards 
for the evaluation of the administrative and fiscal practices of 
contract service providers, but had not established standards for the 
assessment ofthe quality of client services. Further, the Home Care 
Corporations were not required by EOEA to submit reports of any 
evaluation to EOEA. Without a complete, standardized monitoring 
system in place, EOEA had no assurance that the quality of services 
being delivered to clients was consistent and appropriate . 
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EOEA had established program instructions for Home Care 
Corporations to follow that in part conflicted with or obscured existing 
Massachusetts regulations. Specifically, regulations promulgated by 
EOEA defined acceptable "case management only" services narrowly, 
while the program instructions expanded the scope of cases for which 
these services could be billed. Also, regulations required that the 
financial eligibility of clients be evaluated annually or whenever there 
was a change in the clients' financial circumstances, but specifically 
allowed clients to receive cost-of-living adjustments (COLAs) from 
Social Security without being subject to a review. Because the program 
instructions did not make this exception clear, the eligibility of many 
clients was unnecessarily re-evaluated when a Social Security COLA 
was granted. Without clarification of these conflicts, EOEA could not 
be assured that Home Care Corporations were operated in keeping 
wi th regula tions, or tha t clients received all benefits to which they were 
entitled. 

The following examples of unallowable vendor charges and reim
bursements, which reduce funds available for service provision, were 
noted. 

• Alternatives Unlimited, Inc., paid $438in wages toone employee for 
hours during which she attended a college course. For the purpose 
of further payments, the OSA recommended that Alternatives 
Unlimited take control measures to ensure that proper tuition 
payment allocations are made between time spent at classes and 
time spent working . 

• Bay State Community Services, Inc. , (Bay State) billed and received 
payment from state agencies for at least $54,435 for personnel
related expenses that it did not incur. Specifically, Bay State billed 
certain contracts for direct care work performed by employees who, 
according to their time sheets, were permanently assigned to full
time administrative positions in Bay State's central office. These 
employees did not, for the most part, receive compensation beyond 
their administrative salaries. Rather, Bay State retained the 
excess funds . The OSArecommended that Bay State reimburse the 
$54,435 to the Commonwealth. 



Human Services Audits 

• Institute for Developmental Disabilities, Inc., did not comply with 
a corrective action plan which required that it sell two properties 
that were not being used for the benefit of its clients. In addition, 
the Institute charged the state over $77,000 in unallowable ex
penses related to the properties. Further, the Institute paid $75,000 
to its affiliated company; expended $36,829 on lingerie, gifts, and 
other personal items; and incurred $326,342 in legal expenses for 
which the Institute did not provide adequate documentation. 

• Institute for Developmental Disabilities, Inc., did not refund at least 
$470,880 that it overcharged cities, towns, and the Commonwealth 
for special-needs program services. Although the overcharges may 
have been in part due to legitimate advance billing for programs, the 
Institute had agreed to submit a plan for the repayment of the total 
amount owed when it entered into a corrective action plan with the 
Commonwealth during fiscal year 1991. However, no repayment 
plan was submitted; refunds were not made; and the six-year limit 
on contract overpayments may protect the institute from any court 
claims. 

• Self Help, Inc., deposited $75,165 in refunds from fuel companies, 
uncleared checks, cafeteria revenue, sublet rent, and other offsets to 
program expenses in a discretionary use account, instead of using 
the funds to reduce the amounts billed to the Commonwealth and to 
the federal government for program operations as required. At least 
some of the funds were expended on non -program -related items. As 
a result, state and federal agencies could not be sure that all funds 
provided for specific programs were used for their intended purpose. 

• Vietnam Veterans Workshop, Inc., doing business as the New 
England Shelter for Homeless Veterans, reimbursed agency staff 
for travel-related expenses without consistently requiring docu
mentation ofthe purpose of the expense and receipts. The Shelter's 
Executive Director was reimbursed for $18,580 in expenses that 
were either questionable or lacked documentation. As a result, the 
Shelter and the Commonwealth could not be assured that all travel 
reimbursements made to staff were appropriate. 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowledge 
agency compliance with OSA recommendations. Corrective action, 
based on OSA recommendations, was taken by the following entities. 

• Quincy Mental Health Center, under the direction of the Metro
South Area Office, entered into a formal space agreement with its 
tenant, South Shore Mental Health Center, Inc. , in accordance with 
state requirements. 

• EOEA has improved its monitoring of provider payments by 
developing procedures that require verification of invoices submitted 
by Home Care Corporations for provider services. 

• EOEA, while still needing to effectively follow up internal audit 
findings, has improved its programmatic audit unit by maintaining 
written standards and audit programs and by properly documenting 
audit work. 
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Human Services Audits 

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

• The OSA is continuing to review DPH's Substance Abuse Program 
to determine whether program objectives are being met and ex
pected results are being achieved. The audit will review controls 
over the contract management system, with emphasis on contract 
monitoring and oversight. 

• The OSA is completing an audit to determine compliance with 
Chapter 64C, MGLs, the Cigarette Tax Law. Revenues collected 
pursuant to the statute are credited to the Health Protection Fund 
and are to be expended for health education programs by the 

. departments of Education, Public Health, and Public Safety. The 
audit will determine whether said funds are being expended as 
intended. 

• The OSA is reviewing DMH and DMR activities relative to licens
ing, regulating, and inspecting public and private facilities that 
offer residential or day services to mentally ill and mentally re
tarded individuals. The focus ofthe study will be DMH's and DMR's 
programs for ensuring that mentally ill and mentally retarded 
individuals receive quality care within a clean, healthy, and safe 
environment. 

• The OSA is reviewing the economy, efficiency, and effectiveness of 
DMR's Quest System for monitoring provider performance. This 
system, implemented in January 1994, assigns scores to performance 
measures to provide an overall rating of each human service 
provider. 
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Other Audit 
Reports 

During the report period, the OSA released 
22 other audits pertaining to various agencies, 
boards, departments, and commissions. Four 
of these reports reviewed Electronic Data Pro
cessing (EDP) activities and are detailed in the 
EDP Audit section on page 50. One of the 
audit reports reviewed privatization activi
ties, and is detailed in the section entitled 
"Special Reviews under the Privatization Stat
ute," which begins on page 6. 



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 appropriately 
collected, recorded, and disbursed. The following instances of internal 
control weaknesses were noted. 

• The Appellate Tax Board, which collects fees from individuals who 
appeal decisions oflocal boards of assessors, had weaknesses in its 
cash and revenue management, resulting in the untimely deposit of 
receipts with the State Treasurer and variances between the 
Board's records and those ofthe State Treasurer. Prompt revenue 
deposits maximize interest and help to ensure that funds are 
properly safeguarded. In addition, $36,766.63 in fiscal year 1994 
revenue was processed as fiscal year 1995 revenue. 

• The Appellate Tax Board did not identify specific employees to 
receive cash or ensure that those receiving cash were properly 
bonded. Only one ofthe seven individuals who issued receipts for 
cash during fiscal year 1994 was bonded for such, while two other 
employees were bonded but did not participate in receipt activities. 

• The Appellate Tax Board did not verify computations on travel 
vouchers, which resulted in excess payments of $1,22l.25. Board 
management indicated that travel expenses will be reviewed and 
that excess payments will be collected. 

• The Massachusetts Criminal Justice Training Council, while gener
ally improving administrative controls, still did not have adequate 
supporting documentation for contractual services and purchasing 
procedures. In addition, Council officials, eight of whom are ap
pointed by the Governor and fourteen of whom are ex officio 
members, did not exercise sufficient oversight over major procure
ments of capital equipment or personal services. As a result, the 
Council could not be assured that all terms of its contracts were 
being met or that all procurements were necessary and obtained at 
the most economical cost. 

• The Department of Public Safety was cited in a prior audit for not 
having adequate internal controls over the processing, recording, 
depositing, and reconciling of cash receipts. The current audit 
disclosed that most of the deficiencies had not been corrected. 
Employees responsible for opening and sorting mail still did not 
maintain a log to document and control receipt of funds and did not 
promptly remit funds to the cashier for deposit. A lack of segrega
tion of duties within the cashier's office also continued, since the 
head cashier received revenue, prepared deposits, posted revenue to 
the Massachusetts Management Accounting and Recording System 
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(MMARS), and prepared revenue reconciliations. Furthermore, the 
cashier's office door continued to be left open, permitting unre
stricted access to the office; variances continued between Depart
ment records and postings to MMARS; and untimely cash deposits 
continued to be made. As a resultofthese deficiencies, the Common
wealth lost interest income, and a possible theft of Department 
revenues occurred. See page 63. 

• The Department of Public Safety still had not corrected problems in 
crediting amounts owed to the Boxers' Fund. Boxers' Fund revenues 
were still being deposited in the Department's general account 
rather than into a dedicated account as required by law. 

• Dudley District Court's Clerk-Magistrate's Office did not have a 
system in place that documented the hours employees worked each 
day. As a result, there was limited assurance that all payroll charges 
were accurate and represented work actually performed. 

• The Massachusetts Division of Fisheries and Wildlife destroyed its 
inventory of unissued 1994 licenses before they could be examined 
by the Office of the State Auditor. As a result, there was limited 
assurance that hunting/sporting licenses with an aggregate value of 
over $27,000 were properly accounted for. 

• The Massachusetts Division of Fisheries and Wildlife did not set 
adequate guidelines for or properly monitor its license-selling agents. 
These agents were not required to submit their unused or voided 
licenses and their issued license stubs to the Division within the first 
30 days of each calendar year. Moreover, monthly agent reports and 
related revenue were often not submitted on time. Finally, incoming 
revenue checks were not recorded before being transferred to the 
revenue processing clerk. As a result, the Division was delayed in 
performing certain reconciliations and could not be assured that all 
of its revenues were fully and accurately accounted for. 

• The Massachusetts Division of Fisheries and Wildlife did not verify 
the surety bond coverage of its agents and did not have current 
copies of agents' bonds on file. Moreover, six of seven agents 
reviewed were found to be either underbonded or operating under an 
expired bond. 



Inadequate 
Controls over 
Property and 
Equipment 

Other Audit Reports 

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 areas where 
inventory controls needed improvement. 

• The Department of Public Safety did not conduct required annual 
physical inventories of its property and equipment and did not 
properly tag equipment items. As a result, the Department could 
not be assured that its fixed assets were adequately protected 
against loss, theft, or misuse. 

• The Department of Public Safety continued to lack proper inventory 
procedures to account for the number of licenses issued and the 
number and location of licenses on hand. No periodic inventory was 
taken of either original licenses or renewal licenses, and access to 
licenses continued to be unrestricted. As a result, the Department's 
license inventory was not adequately protected from loss, theft, or 
mIsuse. 

• Dudley District Court's Clerk-Magistrate's Office had not taken a 
complete physical inventory to verify the existence, location, and 
condition of its property and equipment in over four years, and had 
not properly tagged all equipment items. As a result, the Office's 
fixed assets were vulnerable to loss, theft, and misuse. 

• The Massachusetts Criminal Justice Training Council had con
ducted a physical inventory of fixed assets only once between fiscal 
years 1989 and 1994, and had not tagged any equipment after June 
1992. A test of existing records disclosed that nine of thirteen items, 
valued at over $12,000, could not be located. In addition, the 
Council did not maintain adequate records of the value of fixed 
assets or document the asset values reported on its financial 
statements. As a result, the Council could not be assured that its 
property and equipment were adequately safeguarded or properly 
recorded on its books. 

41 



Other Audit Reports 

Unnecessary 
Project Costs/ 
Revenue Not 
Maximized 

42 

The following instances of questionable expenditures and failure to 
maximize rental income were noted. The issues were discussed as part 
of an interim report on activities associated with the Central Artery/ 
Third Harbor Tunnel Project, including the management of certain 
properties acquired by eminent domain. 

• The Massachusetts Highway Department authorized a contractor 
to proceed with construction on a related project prior to the 
finalization of engineering designs and without resolving conflicting 
construction schedules with an adjacent contractor. This prema
ture project initiation resulted in construction delay, resequencing, 
and acceleration costs totaling over $32 million. In addition, the 
Massachusetts Highway Department is subject to delay claims 
from other contractors that could potentially increase costs by an 
additional $12 million. 

• The Massachusetts Highway Department lost the opportunity to 
collect over $700,000 in rental fees for a property acquired by 
eminent domain by not recommending a realistic rental value. The 
Department's independent review appraiser had determined that a 
fair market rental rate for the property was $458,400 per year. In 
keeping with Department procedures, this amount was reduced by 
20% to $366,720 in consideration of the short-term use of the 
property. However, in response to the renter's submission of 
una udited and unverified financial data indicating operating losses, 
the Department requested authority, which was granted, from the 
Federal Highway Agency, to reduce this rent to $50,000. Because 
the Massachusetts Highway Department did not recommend the 
adjusted fair market rental value, the opportunity was lost to collect 
approximately $739,000 in rental fees through October 1994. The 
negative impact would be about $74,000 to the state and about 
$665,000 to the federal government. 

• The Massachusetts Highway Department did not adequately pur
sue the collection of over $340,000 in rents owed to the Common
wealth. In addition, the Department's Property Management 
Procedures Manual needed to be updated. 
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Special Audit Section: Revenue Audits 

Agency 
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the State 
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Official Year-End 
Closing 
Instructions for 
Cash and Revenue 
Management 

During the report period, the OSA released three comprehensive 
revenue audits that assisted the Office ofthe Comptroller in ensuring 
an accurate accounting of revenue collected and encumbered for fiscal 
year 1995. Audit activities included monitoring the year-end account
ing and depositing of collected revenues, including classification of 
expenditures and controls over payment vouchers, and ensuring strict 
compliance with the Office of the Comptroller's accounting instruc
tions. 

The OSA observed and reviewed procedures for depositing and 
recording cash revenue at 84 state entities in order to determine 
whether all receipts received through June 30, 1995 were reported 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 review was per
formed to ensure an accurate accounting and recording of revenues 
collected during fiscal year 1995 and also to improve the timeliness of 
collecting and depositing revenues in order to maximize non-tax 
revenue income. In addition, the OSA conducted a follow-up review of 
all agencies cited in the prior report for noncompliance with the 
Comptroller's closing instructions, for a total of 102 entities included in 
this review. The following summary of results explains the nature and 
extent of agencies' noncompliance. The Office of the Comptroller was 
notified ofthese noncompliance issues during the course ofthe audit so 
that appropriate final adjustments could be made to the 
Commonwealth's financial records. 

• Seven courts accounted for some fiscal year 1995 funds in fiscal year 
·1996, including four courts that closed their books early on June 30, 
1995. Three of these courts, Lynn District Court, Lowell District 
Court, and Attleboro District Court, had been cited in the prior 
report for similar deficiencies. 

• Twenty-five state agencies did not deposit revenue receipts daily. 
Twelve of these agencies were cited in the prior report for similar 
deficiencies. Late transmittals result in the loss of timely use of 
funds, as well as interest income. 

• Six agencies did not properly reconcile their receivable balances to 
the State Comptroller's monthly fiscal reports. Three of these 
entities, Bristol Community College, Roxbury Community College, 
and the Department of Environmental Management, had been 
cited in the prior report for similar deficiencies. Four additional 
agencies did not properly account for funds collected during fiscal 
year 1995. As a result, the assets of all ten agencies might have been 
inaccurately stated on the books of the Commonwealth. 
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The OSA reviewed fiscal year 1995 outstanding encumbrance 
balances at 71 state agencies and advance fund management at 82 
state agencies as of June 30, 1995. Of the total in encumbrance 
transactions reviewed, $3,324,997, or 7%, was not in compliance with 
the Comptroller's closing instructions because goods and services were 
not received by June 30, 1995. With respect to outstanding advance 
funds, $1,319,989, or less than 1% of the total, was not in compliance 
with the requirement that all funds be properly accounted for by June 
30, 1995. The issues noted in this report and summarized below were 
reported to the State Comptroller during the audit so that they could 
be considered in the Single Audit of the Commonwealth, which was 
conducted simultaneously by the OSA and other independent auditors. 

• The Administrative Office ofthe Trial Court and the Department of 
Mental Retardation accounted for $1,855,088, or 56%, of encum
brances found in noncompliance. Both entities were cited in the 
prior audit for similar noncompliance. 

• Four agencies, in addition to the two identified above, expended 
fiscal year 1995 funds for goods and services received after June 30, 
1995. Additionally, two agencies expended funds in fiscal year 1995 
for goods and services received in a prior fiscal year. 

• Four agencies had internal control weaknesses related to encum
brance management. The Committee on Criminal Justice, Holyoke 
Community College, the Governor's Highway Safety Bureau, and 
Roxbury Community College could not provide necessary support
ing documentation to verify vendor shipping dates or dates of receipt 
for certain items. 

• Sixteen agencies did not properly account for fiscal year 1995 
advance funds by June 30, 1995. 

The OSA conducted a review of 61 randomly selected payments at 
20 state agencies for the purpose of determining agency compliance 
with relevant state and federal laws and regulations. Additionally, in 
conjunction with the Office of the State Comptroller, the OSA con
ducted a follow-up review of the status of issues reported in the fiscal 
year 1994 Single Audit Report. The audit disclosed instances of 
noncompliance at four agencies, including misclassification of expen
ditures, lack of segregation of duties, and failure to ensure contract 
compliance. 
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Prior Audit Results: Corrective Actions 

The Department of 
Public Safety 

The 
Massachusetts 
Commission 
Against 
Discrimination 

The 
Massachusetts 
Criminal Justice 
Training Council 

The Office for 
Children (OFC) 

The Office of 
Management 
Information 
Systems (OM IS) 

The Public 
Employees' 
Retirement 
Administration 
(PERA) 

A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowledge 
agency compliance with OSA recommendations. Corrective action, 
based on OSA recommendations, was taken in the following instances. 

• The Department has appropriately increased its employee bonding 
policy in both dollar amount and number of employees covered. 

• MCAD has improved controls over disbursements by adhering to all 
encumbrance requirements of the State Comptroller's year-end 
closing instructions. 

• The Council has made improvements in its contract controls. A 
major contract was cancelled for nonperformance of services, and no 
instances of split bids were noted. 

• OFC has improved controls over encumbrance management by 
properly documenting vendor shipment and agency receipt dates for 
all encumbered goods. 

• OMIS was in compliance with the State Comptroller's year-end 
closing instructions for encumbrances and advance fund manage
ment for fiscal year 1995. 

• PERA has strengthened controls over encumbrance management 
by ensuring that all goods and services are received by the June 30 
deadline and by properly restricting all expenditure activity to the 
appropriate fiscal year obligations. 
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• The Commission's system of financial and administrative controls 
has been strengthened through an organizational and accounting 
restructure. The Legislature has reorganized the Commission; the 
Governor has appointed a new Board of Commissioners; and finan
cial transactions are processed through a properly structured ex
pendable trust fund. 

• The Commission made payments to the Internal Revenue Service 
and the Department of Revenue that settled past tax obligations. In 
addition, currently, a proper tax withholding system has been 
implemented and tax information forms, including W-2 income 
information forms, are now issued to all employees. 
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Other Audit Reports 

The following are among the planned and ongomg initiatives 
relative 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's objective is 
to determine the cost and expenses related to bond financing. 
Additionally, the OSA is examining whether contracts with under
writers and financial consultants are competitively bid and is 
reviewing the process for determining bond consultant fees . This 
audit will result in a series of reports, one of which has been issued. 

• The OSA is reviewing and assessing the system of internal controls 
that the Massachusetts Highway Department has established for 
estimating, monitoring, and controlling project costs in order to 
identify system weaknesses and opportunities for savings; cost 
avoidance; and adherence to timing, scheduling, and performance 
requirements. This audit will result in a series of reports, six of 
which were issued as of June 30, 1996. 

• The OSA is reviewing expenditures under Information Technology 
Bond Authorizations, which provide capital outlays for the acquisi
tion and upgrading of major information technology systems. 

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

• The OSA is conducting an audit of the Highway Department's 
bridge management programs, which will assess the adequacy of 
controls for constructing, maintaining, inspecting, and operating 
the Commonwealth's bridges. 
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• During fiscal year 1997, the OSA will once again be a full partner 
in performing the "Single Audit ofthe Commonwealth." This audit 
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 Determi
nation), (2) reporting on agency compliance with the Office of the 
Comptroller's Official Year-End Closing Instructions for Cash Rev
enue Management, and (3) reporting on agency compliance with the 
Office of the Comptroller's Year-End Closing Instructions for En
cumbrance and Advance-Fund Management. 

As a partner in the "Single Audit," the OSA will also provide staff 
resources for the audit of 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 certain 
accounts and documents at several agencies and testing selected 
financial transactions to determine their accuracy. 

The OSA will also participate substantively in the "Single Audit of 
the MBTA" by testing certain capital and operating expenditures to 
determine the MBTA's compliance with various federal and inter
nal control requirements. In addition to conducting a variety of 
Single Audits, the OSA will also continue to assist housing authori
ties and other entities in meeting their responsibilities under the 
Federal Single Audit Act. 
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Electronic Data 
Processing Audits 

During the report period, the OSA issued 
seven electronic data processing (EDP) audit 
reports detailing strengths and weaknesses 
regarding internal controls within computer
related areas. In addition, because of the 
changing data processing environment 
throughout the Commonwealth, the ~SA's 
EDP Audit Division has continued to update 
survey information pertaining to computer
related operations. Results from this survey 
allow the EDP Audit Division to schedule 
audit engagements based upon levels of risk to 
agency data centers or automated systems. 

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



Audit Results 

Disaster Recovery 
and Business 
Continuity 
Planning 

Electronic Data Processing Audits 

The OSA's EDP Audit Division provides expertise to evaluate 
internal controls related to computer systems. The primary audit 
responsibility ofthe Division is to conduct internal control examinations 
of the Commonwealth's automated systems and processing 
environments. The objective is to determine whether sufficient controls 
are in effect to ensure that automated systems can be relied upon and 
that processing is performed in an accurate, complete, and timely 
manner. The Division conducts audits of application systems, systems 
under development, and data processing facilities, as well as integrated 
financial and data processing audits. 

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

• Bristol County District Attorney's Office's disaster recovery and 
business continuity plan needed to be fully documented and tested. 
Although a number of important elements were found to be in place 
to help ensure that automated operations could be regained should 
a disaster occur at the main or remote sites, the OSA recommended 
that a comprehensive, written, disaster recovery plan be prepared 
and the Office's alternate processing site be tested to ensure that its 
database could be successfully re-established in the event of a 
disaster. 

• The Department of Industrial Accidents had not developed or 
implemented a written disaster recovery or business continuity 
plan for restoring automated systems in the event of a loss of 
computer operations due to a disaster. During the course of the 
audit, however, the Department formulated a recovery strategy, 
which, at the close of the audit period, still needed to be formally 
reviewed, tested, and approved. 

• The Department of Procurement and General Services had not 
developed or implemented a written disaster recovery or business 
continuity plan for restoring computer functions in the event of a 
loss of its data processing operations. Furthermore, the Department 
had not identified an alternate processing site to serve as a backup 
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processing facility. As a result, the Department was vulnerable to 
major disruptions in its operations and significant delays in re
establishing data processing activities should a disaster render the 
sytems inoperable. Moreover, the lack of a written, tested recovery 
plan to address the resumption of processing, and the absence of off
site storage for backup copies left the Department's data files and 
software vulnerable. The OSA recommended that the Department 
assess the relative criticality of its automated systems and data files 
and develop appropriate recovery procedures. 

• Massachusetts Bay Community College had not developed a 
comprehensive business continuity plan for its data processing 
operations. As a result, should a disaster at the College's main 
campus computer facility render data processing activities 
inoperable, the College could experience significant difficulties in 
regaining operations within an acceptable period of time. The OSA 
recommended that a formal written disaster recovery plan be 
developed for all critical and important systems. Once developed, 
the disaster recovery plan should be periodically reviewed, tested, 
and updated to ensure that it is viable, accurate, and complete. The 
College also needed to ensure that a copy of the plan is stored in a 
secure off-site location, and that the plan is distributed to all 
appropriate personnel. Finally, the OSA recommended that 
management initiate adequate risk management techniques to 
minimize the likelihood of a disaster. 

• The Massachusetts Maritime Academy needed to develop a written 
disaster recovery plan that details the recovery strategy and outlines 
the necessary steps to regain critical processing within acceptable 
time periods. Although the Academy performed daily system 
backup, stored backup copies of critical computer media at on-site 
and off-site locations, and prepared for replacement of equipment 
within eight hours of a disaster situation, the absence of sufficiently 
detailed disaster recovery and business continuity plans could delay 
recovery efforts and adversely impact administrative and academic 
functions. 

• The State Racing Commission, while taking steps to ensure that 
systems were properly backed up, had not developed or implemented 
a formal, written business continuity plan for restoring computer 
operations in the event of a long-term loss to its automated systems 
at its administrative offices or at the racetracks . Although 
management has asserted that none of its applications is mission
critical, there was no formal process in place to evaluate the 
criticality of systems or to conduct risk or impact analysis. 



Environmental 
Protection 

Electronic Data Processing Audits 

• The University of Massachusetts-Lowell did not have adequate 
written disaster recovery plans in place and did not designate an 
alternate processing site for recovery of operations in the event of an 
extended data processing interruption. In addition, policies and 
guidelines for recovery plan testing or maintenance had not been 
established, and training and/or awareness programs regarding 
disaster recovery for administrative computing operations needed 
to be implemented. The OSA recommended that the University 
develop a comprehensive disaster recovery plan; store a copy ofthe 
plan in a secure off-premises location; and periodically review, test, 
and upgrade it. In addition, the plan should be distributed to 
appropriate personnel, and training and awareness sessions should 
be conducted for all staff responsible for the execution of recovery 
plan provisions. 

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

• The Massachusetts Maritime Academy's environmental protection 
controls regarding fire detection needed to be strengthened in the 
computer labs located in the Academy's library, where the OSA 
found that heat and smoke detectors were located above the tiles of 
the dropped ceiling and would be ineffective in prompt detection of 
smoke and fires occurring in the classroom computer labs. At the 
close of the OSA's field work, the Academy was planning to assess 
the cost of installing detectors on the ceilings. 

• The State Racing Commission's environmental controls needed to 
be improved for the area housing the Commission's local area 
network's file server. The room housing the server was crowded and 
poorly ventilated, with exposed cabling. General housekeeping 
procedures were also inadequate. Furthermore, the room was used 
to store surplus computer equipment, office supplies, and copies of 
purchased software. Without adequate environmental protection 
in the room housing the file server, the Commission risked damage 
to its computer system due to power loss, fire , dust, excessive heat 
and humidity, or water damage. 
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• The University of Massachusetts-Lowell's Administrative 
Computing Center needed to address several environmental control 
issues. Emergency lighting and fire detection devices were not in 
place; there was no after-hours fire-suppression system in the 
computer room; the data center had no uninterruptible power 
supply to allow for the controlled shutdown of operations in the 
event of a major power outage; and no secondary power source was 
available to allow for the continuation of operations ifpower became 
unavailable. Also, there were no water detection devices or water 
alarms in the computer room. As a result ofthese deficiencies, the 
University's data processing centers were vulnerable to damage to 
equipment, data, and software. 

State-owned or -leased computer-related equipment should be 
properly tagged with inventory numbers that are recorded on a 
detailed inventory list. Further, software inventory should be controlled 
to help prevent theft, unnecessary expenditures, and software copyright 
infringements. In the following instances, inventory controls needed 
improvement to ensure that data processing-related assets were 
properly accounted for and protected against loss or theft: 

• The Department of Procurement and General Services had not 
established formal policies or guidelines regarding inventory 
recordkeeping, safeguarding, and authorized use of computer 
software. Unauthorized copies of software were installed on 
Department systems, and software information was lacking on the 
Department's EDP-related inventory records. Weaknesses in 
controls over software hindered the Department's ability to properly 
account for available software and left the Department vulnerable 
to problems with software compatibility, to inappropriate use of 
computer resources, and to an inability to detect unauthorized or 
illegal copies of microcomputer-based software products . 
Furthermore, undetected copyright infringements regarding 
software could place the Department at risk of legal action. 

• Massachusetts Bay Community College did not have written 
perpetual inventory policies and procedures for software and did not 
maintain a complete inventory of software products. By not having 
a complete software inventory record, College administrators were 
una ble to account for all copies of software and to determine whether 
only authorized and legal software was installed on their computer 
systems. 

• The State Racing Commission's Annual Asset Management Report 
for fiscal year 1995 did not reconcile to its hardware inventory 
records for that period. The variance was $112,293. Further, the 



On-Site and Off
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Storage 

Physical Security 

Electronic Data Processing Audits 

accuracy of the software inventory amounts on the Annual Asset 
Management Report could not be determined because cost figures 
were not included on the inventory record. As a result, the 
Commission could not be assured that financial statements filed 
with the state were accurate and complete. 

On-site and off-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 on site and off premises places at risk an agency's ability 
to restore and resume critical processing within an acceptable period 
of time. 

• The Department of Procurement and General Services did not store 
backup copies of data files or application software in an off-site 
location. As a result, the Department was at risk of losing data 
records, not being able to recover from an on-site disaster, or 
incurring substantial costs in reconstructing data files should the 
on-site copies be unavailable or destroyed. 

Adequate physical security for a data center serves to minimize the 
risk of una uthorized persons breaching the security regarding the area 
housing valuable computer-related equipment and information. Proper 
security also minimizes the risk of loss, damage to, or destruction of 
computer equipment . 

• The State Racing Commission's physical security needed to be 
improved for the area housing the Commission's local area network's 
file server. The room where the file server was located was also used 
to store surplus computer equipment, office supplies, and copies of 
purchased software. Moreover, the back door of the room was often 
left unlocked during the workday, and the room appeared to be used 
as a passageway to other office areas. Without adequate physical 
security in the room housing the file server, the Commission risked 
damage or accidental loss to its computer system, which could 
adversely affect critical and important functions . The OSA 
recommended that the Commission consider establishing another 
area to house the file server and any other systems equipment, or 
that physical security over the existing room housing the server be 
strengthened. The OSA suggested that, if the most cost-effective 
approach is to use the existing room, the back door should be locked, 
non-essential equipment should be removed, and general supplies 
should be relocated. 
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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 
access. Access to automated systems should be granted on a need to 
know and/or perform basis. Written policy and procedures for access 
security administration should be in place to provide operational rules 
and guidelines for the security of informational assets, and to ensure 
that appropriate and prompt actions are taken to review unauthorized 
access attempts. Without system access restrictions, such as the 
periodic changing or deleting of passwords and user IDs, unauthorized 
access could be gained, resulting in the risk of system data and 
programs being disclosed, damaged, deleted, or modified. 

• The Department of Procurement and General Services' logical 
access security over its local area network needed to be strengthened 
to ensure that only authorized users have access to the system. The 
audit found that there were no written policies or procedures for 
access security, password administration, or written notification 
from the Human Resources Division of changes in employee status 
(terminations, leaves of absence, or transfers) . In addition, adequate 
procedures for administering passwords and monitoring access use 
were not in place, and there were active user IDs and passwords for 
seven persons who were no longer employed by the Department. As 
a result, critical information on the Department's systems may have 
been vulnerable to unauthorized access and alterations. The OSA 
recommended that management establish written policies and 
procedures for computer security to ensure that only authorized 
users have access to the Department's systems. The access policies 
and procedures should also address password administration, 
including the length and composition of passwords, frequency of 
password changes, guidelines for access security, authentication of 
users, establishment of audit trails, and procedures to be followed 
in the event of unauthorized access attempts or unauthorized 
access. 
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• The State Racing Commission's logical access security controls 
needed to be strengthened to ensure that only authorized individuals 
had access to the Commission's automated systems and data files. 
Initially, the OSA found that controls were not in place to require 
that passwords be periodically changed and to ensure that log-on 
IDs and passwords be revoked for individuals no longer authorized 
or needing access to automated systems at the Commission's offices 
or at the racetracks. The OSA also found that staff were not 
sufficiently aware of procedures to generate user lists to assist in 
security administration. During the audit period, however, the 
Commission took steps to develop and establish comprehensive 
EDP-related policies and procedures and to strengthen logical 
access security by establishing policies and procedures to ensure 
periodic password changes. The OSA recommended that the 
Commission continue to develop and document its EDP-related 
policies and procedures for timely notification to the security 
administrator of changes in employee status that could impact 
authorized access. The OSA further recommended that procedures 
be strengthened to ensure that logical access security objectives are 
met on an ongoing basis. 
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The EDP Audit Division is now performing integrated EDP, financial, 
and performance audits. Additional OSA staff have been assigned to 
the Division from the Financial and Compliance Audit Division to 
assist in this effort and to receive training in information systems 
auditing. 

Adequate contract monitoring and the execution of formal contracts 
that specify the scope of work to be done help to control contract costs 
and ensure contract performance. The 'following entity needed to 
improve controls over the administration of contracts. 

• Massachusetts Bay Community College had not executed written 
contracts for 23 service vendors aggregately paid $1, 195,002 during 
fiscal year 1995. Although the College appeared to follow appropriate 
steps to perform competitive bidding and sound business practices 
regarding the selection of vendors, business relationships were 
entered into without the benefit of written contracts. Although the 
College indicated that contracts were not required, the absence of 
written contracts hindered its ability to ensure that desired goods 
and services were attained and that appropriate terms and conditions 
were met. As a result, the obligations for vendor service agreements 
may not have been fulfilled, and the College might not have formal 
or adequate means of recourse. Additionally, the College could not 
be assured that vendors were complying with state laws related to 
contracts, such as requirements regarding prevailing wage rates 
and corporate filings . 

Adequate accounting and administrative controls help to ensure 
that state appropriations are spent properly and efficiently, and that 
funds raised through assessments, fines, and fees are appropriately 
collected, recorded, and disbursed. The following report disclosed 
instances of administrative and internal control weaknesses. 

• The State Racing Commission needed to strengthen certain controls 
regarding the accounting for and reporting of revenues received 
from the issuance of occupational licenses to track workers. The 
Commission did not maintain a centralized system for filing license 
applications, issuing licenses upon approval of the application, 
collecting fees from track workers, or refunding application fees 
when an application was rejected. All aspects of the licensing 
process were conducted at three separate racetracks, with the 
Commission's racing inspectors , in conjunction with the Board of 
Stewards and Judges at each racetrack, reviewing each license 
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application. In addition, the fees were often not deposited daily 
because the application fee is refundable should a license not be 
issued. Instead, the cash and checks were held at the Commission's 
field offices at the racetracks. The Office ofthe State Comptroller's 
Internal Control Guide, promulgated under Chapter 647 of the Acts 
of 1989, requires that all receipts be deposited with the appropriate 
depository within one business day of receipt, in order to safeguard 
funds and maximize potential interest income. Finally, the 
Commission could not be assured that it received the correct fee for 
each type of license issued because its automated system could not 
produce periodic reports that reconcile each prenumbered license 
issued to its corresponding fee and could not produce renewal 
notifications when licenses expire at the end of each calendar year. 
Due to the limitations of the current automated system, the 
Commission could not be assured that the correct amount of reven ue 
was received for each type of occupational license issued and that 
the fees were properly recorded and deposited. Moreover, because 
the system did not produce renewal notifications, the Commission 
could not be assured that all pre-existing licenses had been renewed 
or otherwise accounted for . 

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

• The Department of Procurement and General Services' fixed-asset 
inventory control system was not being adequately maintained. 
The Department delayed submitting required fixed-asset reports 
for fiscal years 1994 and 1995, had not taken a physical inventory 
since June 30, 1994, and did not properly tag all equipment items. 
In addition, 61 out of 72 items tested either could not be located or 
could not be verified as items listed on inventory records. As a result , 
the Department could not be assured that its fixed assets were 
adequately protected or accurately recorded on its books. 

• The Department of Procurement and General Services' Central 
Reprographics Section did not maintain a perpetual inventory for 
printing supplies as required. As a result, the Department was 
unable to determine whether the June 30, 1995 inventory was 
correct as to the number of units on hand and dollar value. Central 
Reprographics was maintaining a perpetual inventory for paper 
supplies, but did not provide documentation of a physical inventory 
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for June 30, 1995. The ~SA's review of the records also disclosed 
that the fiscal year 1995 perpetual inventory's beginning balances 
were not reconciled to the actual physical inventory items. Since 
there was no June 30, 1995 physical inventory, the June 30, 1995 
ending balances for the perpetual inventory could not be verified. In 
addition, printing paper was being stored in the hallway outside the 
Central Reprographics Section and was, therefore, subject to 
pilferage. As a result, the Department could not be assured that 
printing supplies in its Central Reprographics Section were 
adequately protected from waste, pilferage, and misuse . 

• Massachusetts Bay Community College's inventory record, dated 
February 7, 1996, did not include approximately $600,000 of fiscal 
year 1995 purchases. The OSA's tests of approximately fifty percent 
of the total fiscal year 1995 purchases of $1,210,308 revealed that 
none of the new purchases was included on the inventory list 
provided. Furthermore, several of these purchases appeared to be 
replacements for equipment that had been lost or stolen. Although 
the total value ofthese items was less than $800, the occurrence of 
loss should have been properly reported in accordance with the 
Internal Control Statute, which requires that agencies report lost or 
stolen fixed assets to the OSA. The replacement items should have 
also been properly recorded on the inventory. In addition, twenty
nine items totaling $24,175 that were listed on the inventory could 
not be located. As a result of the noted deficiencies, the College's 
fixed assets were vulnerable to loss or misuse, and were not 
accurately recorded on financial submissions to the state. 

The following instance of noncompliance with legal requirements 
for College Board of Trustee appointments was noted. 

• Massachusetts Bay Community College's Board of Trustees did not 
have the required membership stipulated in Chapter 15A, Section 
21, of the Massachusetts General Laws. There were two vacancies 
on the eleven-member board, one of which existed for the entire 
1995 fiscal year. The College had taken steps to identify candidates 
for positions on the Board of Trustees by forwarding names to the 
Governor's Office for appointment. As a result of not having a full 
Board membership, the Board of Trustees may have lacked the 
benefit of various points of view contemplated by the law. The OSA 
recommended that the College notify the Governor's Office regarding 
the delay in any gubernatorial appointments to the Board of 
Trustees. 
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A review of prior audit results is an important component of OSA 
audits. A follow-up review helps to monitor and recognize agency 
compliance with OSA recommendations. The following entities have 
taken corrective actions based on OSA recommendations: 

• The Department has made progress in reducing the time it takes to 
process workers' compensation insurance claims. The follow-up 
review covering 39 settled cases during fiscal year 1995 revealed an 
average time of 45 days to settle workers' compensation insurance 
claims. The Department's efforts to conclude cases within a 99-day 
time frame reflects significant improvement in operations considering 
the size of the previous backlogs and the fact that the settlement 
process now has an additional medical procedure. 

• The Department has significantly improved its accounts receivable 
procedures by automating its debt collection system and contracting 
with a collection agency to help recover overdue debt. 

• The Department has developed, implemented, and documented 
internal control procedures covering all aspects of its operation, 
from administration to dispute resolution. 

• The Department has revised its policy and has increased compliance 
with regulations and improved recordkeeping regarding use of state 
vehicles for domicile travel. The Department is maintaining adequate 
records for conventional plates issued to state agencies, and all 
domicile travel for fiscal year 1995 was in compliance with 
Administrative Bulletin 93-l. 

• The Department's Office of Vehicle Management has improved 
procedures for maintaining accident logs and files by implementing 
an electronic database system for the purpose of tracking accident 
data and problem drivers. 

• The College's security policies are now documented. Emergency 
procedures are posted in the data center; College staff have been 
trained in performing emergency shutdown procedures; and the 
College has relocated its daily backup tape storage to a site remote 
from the data center. In addition, the College now has adequate fire 
prevention controls over its computer facilities. 
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In car.rying out its responsibility to help 
ensure compliance with state and federal law , 
the OSA refers audits that disclose serious 
possible violations of law to enforcement au
thorities, including the Office ofthe Attorney 
General and District Attorney's Offices. In 
addition, the OSA responds to specific re
quests, including requests for technical assis
tance from agencies reporting missing funds, 
as mandated by Chapter 647 of the Acts of 
1989, the Internal Control Statute. Enforce
ment activities during this report period in
cluded investigations of potential thefts of 
funds, as detailed below. 
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Department 
of Public 
Safety 

Department of 
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• Pursuant to the requirements of Chapter 647 ofthe Acts of 1989, the 
Department of Public Safety formally notified the OSA of a possible 
theft of funds and a suspected ongoing embezzlement. The OSA 
then examined records to assess the estimated total potential loss 
to the Commonwealth and identified significant internal control 
weaknesses that contributed to this misappropriation offunds. The 
OSA also worked cooperatively with the Office of the Attorney 
General, which was conducting a parallel criminal investigation. 

The OSA review determined that a lack of segregation of duties in 
the cashier's office, wherein the head cashier collected fees, issued 
licenses, prepared deposits, and posted revenue, created an environ
ment vulnerable to abuse. Furthermore, a policy of not identifying 
specific transactions by license category made it difficult to measure 
cash receipts against any corroborating document or other indepen
dent source, and enabled thefts and errors to go undetected for a 
long period of time. 

The Department has initiated corrective actions to improve controls 
and safeguards over revenue and license inventory. A formal 
internal control plan has been developed and implemented. Most 
importantly, duties are now assigned so that one person does not 
control all aspects of the license renewal process. 

As of the close of the audit period, the Attorney General had 
obtained an indictment of the former Department head cashier on 
one count of larceny and three counts of publishing false reports. 

• Pursuant to the requirements of Chapter 647 of the Acts of 1989, 
Hogan Regional Center notified the OSA that potential improprieties 
existed concerning payroll records at its power plant. It was alleged 
that the manager ofthe power plant falsified payroll records so that 
certain employees could receive excess compensation. It was also 
alleged that the manager regularly received compensation for 
overtime that he did not work. This individual resigned in Decem ber 
1994, just prior to the start of audit field work. 

The OSA review disclosed numerous deficiencies in the maintenance 
of payroll documents, including missing payroll logs, time sheets 
lacking employee signatures, inconsistencies between hours recorded 
on time sheets and hours compensated, and a complete absence of 
segregation of duties. The power plant manager, who maintained 
complete control over time records, was responsible for scheduling 
shifts, reviewing time sheets, posting data to time logs, and 
authorizing overtime. The abuse of payroll expenditures resulting 
from these deficiencies remained, at the close of the audit period, 
under investigation by the Office of the Attorney General. 
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• Pursuant to the requirements of Chapter 647 of the Acts of 1989, 
Salem State College notified the OSA that, based upon disclosures 
by an instructor and subsequent internal review, potential impro
prieties existed in the operating activities of the Upward Bound 
Program. The OSA, in its investigation, found weaknesses in 
program monitoring and internal controls that created vulnerabili
ties to abuse in this program and in a similar state-funded program, 
Enrichment Activities to Ready Local Youth (EARLY). 

The OSA review disclosed that the College did not have adequate 
policies and procedures in place to ensure that stipends paid to those 
participating in the program were proper and accurate. For ex
ample, students were permitted to sign in for other students; daily 
attendance sheets were not always signed by students; and hours 
credited and authorized for payment were not always supported by 
daily sign-in logs. Furthermore, in the case of each program, one 
person was responsible for summarizing the results of daily sign-in 
logs, confirming the accuracy of class listings for stipend payrolls, 
and submitting these listings to an Associate Dean for final autho
rization for payroll processing. Lastly, no reconciliation was per
formed to ensure that all stipend checks agreed with the class 
listings. These deficiencies resulted in the diversion and theft, 
through false check endorsements and delayed and incorrect sti
pend payments, of over $4,000. 

After a preliminary OSA review had determined the possibility of 
criminal activity, the College referred these findings to the Office of 
the Attorney General. As a result ofthe Attorney General's follow
up investigation, three former Salem State College officials were 
charged with embezzling Upward Bound and EARLY program 
funds . Two of those indicted have subsequently pleaded guilty, and 
one is awaiting trial. 
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Division of Local 
Mandates 

The Division of Local Mandates (DLM) was es
tablished by Proposition 2 112 to determine the 
financial impact on cities and towns of proposed or 
existing state laws and regulations. Chapter 29, 
Section 27C, MGLs, generally provides that any 
post-1980 law or regulation imposing service or cost 
obligations on cities, towns, regional school districts, 
or educational collaboratives shall be effective only 
if locally accepted or fully funded by the Common
wealth. Any protected party aggrieved by such a law 
or regulation may petition superior court to be ex
empted from compliance until the necessary state 
funding is provided. DLM's determination of the 
cost imposed may be offered as prima facie evidence 
of the state funding necessary to sustain the man
date. 

DLM maintains a Legislative Review Program to 
analyze pending legislation on mandate-related is
sues. To ensure that the local cost impact oflegisla
tion is considered by the General Court, DLM re
views thousands of bills, prepares preliminary cost 
studies when appropriate, and contacts members of 
the Legislature to make them aware of the Auditor's 
concerns. In addition, DLM responds to requests for 
opinions and cost studies from individuallegislators, 
legislative committees, municipalities, and govern
mental associations. 

Chapter 126 ofthe 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 deter
mination. Chapter 126 reviews include cost-benefit 
analyses and recommendations to the General 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 au
tonomy in setting municipal budget priorities. 
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Legislative Studies and Mandate Determinations 

G.L. c. 111 , s. 
150A 

Chapter 15, s. 25, 
Acts of 1996 

Landfill Site Assignments 

The Cohasset Board of Selectmen requested an opinion from DLM 
on whether $240,000 in costs associated with reviewing an application 
for a solid waste site assignment is an unfunded state mandate. A 
review ofthe site assignment process history indicates that a munici
pal duty to protect its interests in this area predates 1981. 

The solid waste facility site assignment law, G.L. c. 111, s . 150A, 
was originally enacted in 1955. Public hearings before the local board 
of health have been specifically required since 1970. The last major 
revision of the site assignment law was achieved through the Solid 
Waste Act of 1987. These amendments specified a schedule for the 
application review process. They also added a site suitability determi
nation by the Department of Environmental Protection prior to the 
board of health hearing. Also, for the first time, boards of health were 
authorized to charge applicants a fee to cover certain costs of the 
required hearings, and of technical and legal reviews. In this sense, the 
1987 amendments have reduced the cost obligation ofthe site assign
ment process on local boards of health relative to the version of Section 
150A in effect prior to 1981. For these reasons, DLM advised the Town 
that the Local Mandate Law is not applicable to the cost of reviewing 
this application. 

Sporting Licenses 

DLM responded to a request of the Massachusetts Town Clerks 
Association and the Massachusetts City Clerks Association for an 
opinion concerning applicability of the Local Mandate Law to the 
provisions of a 1996 law that rewrote Section 14 of G.L. c. 131. Prior 
to the recent amendment, G.L. c. 131, s . 14 dealt exclusively with 
procedures for issuing hunting, fishing, and other sporting licenses to 
minors. These procedures remain substantially unchanged after the 
amendments. However, the amendments add a requirement that all 
applicants for a hunting license provide clerks with evidence of success
ful completion of a hunter education program, unless they can provide 
evidence that they have held a hunting license prior to January 1, 
1996. 

Applicability ofthe Local Mandate Law to the new licensing proce
dures would depend on the level of costs actually imposed on any city 
or town. The Local Mandate Law excludes "incidental local adminis
tration expenses" from the general rule that funding must be provided. 
The Supreme Judicial Court has defined this term as: " ... relatively 
minor expenses related to management of municipal services and .. . are 
subordinate consequences of a municipality's fulfillment of primary 
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obligations." See City of Worcester v. The Governor, 416 Mass. 751 
(1994). 

DLM's research indicated that the new licensing standards will 
potentially increase the cost of administering the licensing functions of 
municipal clerks. For example, explaining the new standards to 
applicants will increase the time it takes to issue new licenses and to 
renew existing licenses. Also, there may be liability implications to the 
clerks' new verification responsibilities concerning satisfaction of adult 
hunter safety requirements. 

DLM's review also indicated that municipal clerks' offices were not 
fully compensated for their efforts even prior to the implementation of 
these new amendments, notwithstanding the fact that they are al
lowed to deduct 50 cents for each license issued before forwarding 
license fee revenue to the state. DLM recommended that the sum these 
offices are allowed to retain be increased by at least two dollars per 
license to allow for proper compensation under the new licensing 
procedures. 

RESULT: In a fiscal year 1996 supplemental budget, G.L. c. 131 
was amended to authorize cities and towns to charge a processing fee 
of one dollar for each hunting and other sporting license issued, in 
addition to the 50 cents in retained license fee revenue allowed under 
prior law. 

Property Tax Exemptions 

At the request ofthe Associated Industries of Massachusetts, DLM 
reviewed a legislative proposal relative to local taxation of limited 
liability companies, for applicability of the Local Mandate Law. The 
relevant portion of the Local Mandate Law is subsection (b), which 
reads as follows: "Any law taking effect on or after January first, 
nineteen hundred and eighty-one granting or increasing exemptions 
from local taxation shall be effective in any city or town only if the 
general court, at the same session in which such law is enacted, 
provides by general law and by appropriation for payment by the 
Commonwealth to each city and town of any loss of taxes resulting from 
such exemption." 

Under current law, the value of certain machinery and equipment 
of corporations engaged in manufacturing is exempt from local prop
erty taxation. (See G.L. c. 59, s. 5, cl. 16.) The proposed bill would 
amend current law to extend the same exemption to limited liability 
companies (LLCs), a form of business organization recently recognized 
in Massachusetts through Chapter 281 of the Acts of 1995. 



Division of Local Mandates 

Through amendments to G.L. c. 59, Proposition 2112 delineates two 
limitations on the property tax levy, which is the amount a municipal
ity can raise through property taxation. Specifically, s . 21 C(b) provides 
that total taxes assessed may not exceed 2 112% ofthe full and fair cash 
value of all taxable real and personal property within the municipality. 
This limit is commonly called the "levy ceiling". Alternatively, s. 21 C(f) 
provides that total taxes may not exceed 102.5% of the maximum tax 
levy of the municipality in the prior fiscal year plus an allowance to 
capture the value of new construction. This limit is refered to as the 
"levy limit." Proposition 2112 requires that the lesser ofthe two limits 
must apply. 

The proposed amendment, if enacted, would not result in a loss of 
property taxes in any municipality in which the current controlling tax 
limitation is s. 21C(f) and based on the prior year's maximum levy 
limit. This would be the case because the current value of all the 
municipality's property, or any reductions in the value, does not affect 
the levy limit, since it is determined by the prior year's tax levy. 

Relative to the application of the overall percentage limitation of s. 
21 C(b), the proposed reduction in the total valuation of am unicipality' s 
property would lower the levy ceiling computed under s. 21C(b) . 
Accordingly, the LLC exemption would result in a loss of property taxes 
in any municipality in which the levy ceiling is the applicable levy 
limitation. (The City of Springfield is the only one in fiscal year 1996). 
At DLM's request, the Department of Revenue is preparing an analysis 
that will identify municipalities at risk of reaching their levy ceiling in 
fiscal year 1997. 

An amendment to the LLC exemption proposal to provide by 
generallaw for local acceptance of these exemptions by any municipality 
that is subject to the levy ceiling provisions of c. 59 would satisfy the 
provisions of subsection (b) of the Local Mandate Law. The alternative 
provided by subsection (b) is for the Commonwealth to fund payments 
to cities and towns that lose tax revenue due to the LLC exemption. 

RESULT: The legislature adopted H . 6296, which grants the LLC 
exemption upon acceptance by any city or town ofG.L. c. 59, s. 5 c. 16A. 
(See Chapter 373 of the Acts of 1996.) 
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An Act to License Arborists 

At the request ofthe Massachusetts Municipal Association (MMA), 
DLM reviewed Senate 1082, relative to the licensing of municipal tree 
wardens. The bill would require that all tree wardens hold a license 
to apply pesticides. DLM informed MMA of our opinion that S. 1082 
falls under the "voluntary activity" exception of the Local Mandate 
Law established by court decisions. The Supreme Judicial Court (SJC) 
has ruled that G.L. c. 29, s. 27c applies only to state laws and 
regulations adopted after 1980 that impose cost obligations; it does not 
apply to state regulation of an activity voluntarily undertaken by cities 
or towns. 

Senate 1082 does not amend the pre-1981 language ofG.L. c. 41, s. 
106, which reads: "If the city or town provides by vote, by by-law or by 
ordinance that the tree warden shall be appointed ... ". The "If' signifies 
that the decision by a city or town to appoint a tree warden is a 
voluntary one. Because the appointment of a tree warden is legally 
optional, municipalities exercising this option are not eligible for state 
reimbursement of subsequent state imposed costs, according to the 
SJC interpretation of the Local Mandate Law. 

The bill was amended to require licensing of tree wardens "in any 
city or town which exceeds ten thousand inhabitants." As a result, only 
168 of the 351 Massachusetts municipalities would be immediately 
affected. DLM research indicates that a related pre-1981 law, G.L. 
c.132, s.13, mandates that all cities and towns appoint a local Super
intendent of Shade Tree Management and Pest Control who is licensed 
to apply pesticides. This official may also hold the position of tree 
warden in some municipalities, making the pesticide license require
ment of S.1082 moot, and perhaps further reducing the number of 
cities and towns impacted. The Department of Food and Agriculture 
informed DLM that approximately 400 municipal employees are 
already licensed to apply pesticides. 

The cost of obtaining a pesticide license is about $130, including a 
preparation course at a county Cooperative Extension Service, books, 
and examination and license fees. There would also be personnel costs 
for study, examination, and travel time. 

STATUS: Senate 1082 was enacted and signed into law as Chapter 
395 of the Acts of 1996. 
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Counties: Medical Security Trust Fund Assessment 

On behalf of Norfolk County officials, DLM issued an opinion that 
Norfolk County Agricultural High School is not a regional school 
district, and therefore is not afforded protection under the Local 
Mandate Law. The state mandate in question was the quarterly 
health insurance contributions to the Medical Security Trust Fund 
imposed on all employers byG.L. c.151A, s.14G(a), the Massachusetts 
Employment Security Law. 

Passage of Section 82 of Chapter 6 of the Acts of 1991 resulted in 
several amendments to county school finance law. One such provision 
was that, for the purposes of G.L. c. 71, ss. 16C and 16D, the three 
existing county agricultural schools "shall be considered to be regional 
schools." G.L. c. 71, s. 16C, concerns state transportation aid for 
regional school districts, while s. 16D relates to regional school district 
construction and incentive aid. The result of this amendment has been 
that, since fiscal year 1992, the county agricultural schools have 
received state education aid previously available only to regional 
school districts . 

However, the amendments explicitly provide that county schools 
are deemed to be regional schools only for the purpose of the above
mentioned aid distributions. Formation of a regional school district 
requires a specific planning process and votes of acceptance of an 
agreement by two or more cities and towns. See G.L. c. 71, ss. 14-16I. 
On the other hand, county agricultural schools are managed by a 
county board of trustees. They are generally financed by assessments 
on member cities and towns, tuition charges to municipalities of 
certain students, c. 70 funding, and the new state education aid 
mentioned above. See G.L. c. 74, ss. 25-37, and G.L. c. 35, relative to 
county finance. 
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Extended School Day 

The City of Somerville Superintendent of Schools petitioned DLM 
regarding the Student Learning Time Regulations, 603 CMR27.00. As 
required by the Education Reform Act of 1993 (ERA), the State Board 
of Education promulgated these regulations in December 1994. The 
regulations establish the minimum length for a school day and the 
minimum number of days in a school year for the Commonwealth's 
public schools, to enable students to achieve competency in core 
academic subjects. 

The school superintendent noted that the Local Mandate Law 
prohibits the state from imposing unfunded regulatory mandates on 
cities and towns, and requested additional state funding for imple
menting the Student Learning Time standards. 

Ordinarily, the Local Mandate Law would apply to a number of 
expenses that may arise under these regulations. However, the 
Legislature exempted the entire ERA from its provisions. (See Section 
67 of Chapter 71). Since the Local Mandate Law is not part ofthe State 
Constitution, its applicability can be waived or overridden by the 
Legislature. Further, DLM determined that this exemption extends to 
agency regulations explicitly required by the ERA. 

Despite the exemption, records supplied by the Department of 
Education indicate that the Legislature has allocated over $39 million 
to Somerville schools through the revised Chapter 70 formula since 
passing the ERA. About $2.9 million of this amount represents "new" 
aid. Many believe that it is the Legislature's intent that new school aid 
should substantially provide for the cost of implementing ERA man
dates for most communities. 

Even though the Local Mandate Law does not apply to the Educa
tion Reform Act, DLM retains separate authority to examine its local 
financial impact. Under this separate authority, DLM is completing a 
study of the new Chapter 70 school aid program, which will result in 
a report to the Legislature and the Governor. 
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Water Supply 

The Division oflJOcal Mandates issued a determination to the Town 
of Duxbury concerning the costs associated with the Town's new 
Mayflower II water supply well. Specifically, DLM was asked to 
determine whether the Local Mandate Law would require state 
funding for the costs of complying with a number of conditions the 
Department of Environmental Protection (DEP) imposed upon grant
ing the permit to operate the new well. DLM's opinion was that G.L. 
c. 29, s . 27C, does not apply to these costs for two primary reasons. 

First, the Local Mandate Law is prospective, applying only to state 
laws and regulations that take effect on or after January 1, 1981. 
Several state laws and regulations that were in effect prior to enact
ment of the Local Mandate Law required DEP's approval of water 
supply systems. For example, G.L. c. Ill, s. 160, in effect since 1951, 
authorizes DEP to require applicants to comply with some or all of 
many permit conditions. 

Second, the Local Mandate Law applies to costs imposed upon cities 
and towns. Duxbury representatives signed the water withdrawal 
permit in 1995, thereby agreeing to various water conservation! 
management conditions. One of the conditions was that the Town 
establish an Enterprise Fund and charge water users the actual costs 
of providing water services, including expenses incurred for com plying 
with the DEP permit conditions. 

The Town had little choice in agreeing to the DEP permit conditions. 
Nevertheless, since Duxbury's acceptance of G.L. c. 44, s. 53F 112, 
thereby establishing an Enterprise Fund for water supply, these costs, 
including DEP permit conditions, have been funded through water use 
charges rather than through the property tax levy. In this sense, DEP 
permit conditions are not a cost obligation imposed on the Town, as 
required by the Local Mandate Law. 
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Division of Local Mandates 

G.L. c. 151, s. 1 A 
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Minimum Wage 

The Town of Plainfield Town Clerk requested DLM to certify, under 
the Uniform Polling Hours Law, Chapter 503 of the Acts of 1983, 
additional funds for poll workers during the state and presidential 
elections in 1996. The supplemental funding would offset the increase 
in the minimum wage that went into effect January 1, 1995. 

Research conducted by DLM indicated that Massachusetts munici
pal poll workers are not subject to the new $4.75 per hour minimum 
wage that took effect January 1. In adopting the new minimum wage 
amendment, the Massachusetts Legislature amended Chapter 151 of 
the Massachusetts General Laws. The amendment does not apply to 
public sector positions, but only to private sector occupations. The 
public sector is still subject to the federal Fair Labor Standards Act 
minimum wage, which was $4.25 as of the date of this request. 

In similar circumstances, the State Appellate Court has ruled that 
the state minimum wage does not apply to public sector positions. In 
Gernier v. Town of Hubbardston , 7 MassApp . Ct. 911 (1979), the Court 
held that statutes regulating persons and corporations engaged in 
trade and industries are construed not to apply to the Commonwealth 
or its political subdivisions. 

Secondly, the poll positions, if they were to fall under the state 
minimum wage act, are seasonal in nature and would still be exempt. 
G.L. c. 151, s. lA, clearly states that part-time positions are exempt 
from the minimum wage. 

In summary, DLM advised the Town Clerk that the issue was not 
reviewable under the Local Mandate Law, since the new minimum 
wage law Q..oes not apply to municipal employees. 



Massachusetts 
Constitution -
Amendment 
Article 24 

Division of Local Mandates 

Special Election Costs 

In a petition to DLM, Senator Richard Moore questioned whether 
unreimbursed municipal expenditures for the special election to fill 
Louis P. Bertonazzi's Senate vacancy constitute an unfunded local 
mandate. The Local Mandate Law applies only to post-1980 state laws 
and regulations that impose additional service or cost obligations on 
cities and towns. The requirement for special elections to fill Senate 
vacancies, however, has been constitutionally mandated since the 
nineteenth century under Amendment Article 24 of the Massachusetts 
Constitution. 

The towns in the Worcester and Norfolk senatorial district received 
$18,864 in state mandate funding for the special election as certified 
by DLM under the provisions of Chapter 503 of the Acts of 1983, the 
Uniform Polling Hours Law. Under Chapter 503, the Legislature has 
provided funding since 1984 to compensate cities and towns for the 
post- Proposition 2 112 mandate that polling places remain open for 13 
hours during all state elections, including special state elections. The 
minimum standard had been 10 hours prior to this change. This 
mandate funding partially offsets the cost of holding special elections. 
However, the remaining costs are not subject to the Local Mandate 
Law. 
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Legislation 
Impacting the Work 
of the Office of the 
State Auditor 

Three bills that were enacted into law in the 
1996 legislative session have important impli
cations for the work of the State Auditor's 
Office. Two of these new laws, Chapter 306, 
the Disability Retirement Reform Act, and 
Chapter 205, the Transportation Bond Act, 
give significant new monitoring responsibili
ties to the State Auditor. The third, Chapter 
294, the Information Technology Bond Act, 
allocates funding for a major upgrade of gov
ernment computer systems, including OSA 
technology systems. 

This section also contains a summary of 
pending 1996 initiatives developed and filed by 
the OSA. These bills either directly affect the 
OSA or address audit results and therefore 
complement audit recommendations by sug
gesting systemic improvements. 



--
Legislation 

New Mandated Responsibilities 

An Act Providing 
for an Accelerated 
Transportation 
Development and 
Improvement 
Program for the 
Commonwealth 

An Act to Reform 
the Disability 
Retirement 
System 

• Chapter 205, the Transportation Bond Act, contains a line item 
(1599-1969) providing for creation of a Central Arteryl Third Harbor 
Tunnel Project Oversight Commission composed of the State Audi
tor, the Attorney General, and the Inspector General. This Commis
sion will function as a centralized body to coordinate state Central 
ArterylThird Harbor project oversight activities. 

• Chapter 306, the Disability Reform Law, makes comprehensive 
changes in the way state disability pensions are monitored. In order 
to strengthen disability pension oversight, the new law creates an 
independent seven-member commission, the Public Employees 
Retirement Administration Commission (PERAC), to replace the 
Public Employees Retirement Administration (PERA). The State 
Auditor has a seat on this Commission and also appoints the 
president of the Massachusetts AFL-CIO and a representative of 
the Massachusetts Municipal Association. The Governor also has 
three appointments, including himself, and the six Commission 
members elect a seventh member to be chairman. The Commission 
will set policy and adopt an annual budget, while an Executive 
Director, hired by the Commission, will conduct day-to-day opera
tions. 

Other provisions in the law mandate regular medical examinations, 
mandate and provide for rehabilitation programs, delineate specific 
return-to-work procedures, and create a fraud bureau to investigate 
suspected false claims and cases of suspected underreporting, by 
disabled retirees, of outside income. 

The intent of these reforms is to ensure that only workers who are 
genuinely and severely incapacitated by injury or illness are ap
proved for disability benefits and that those workers who have 
recovered return to work. 
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Legislation 

Computer Support 

An Act Relative to 
Providing for 
Capital Outlays for 
the Aquisition and 
Upgrading of Major 
Information 
Technology 
Systems 
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• Chapter 294, the Information Technology Bond Act, provides fund
ing to state agencies and constitutional offices for technology projects 
intended to increase the efficiency of state government. The 
legislation includes an appropriation for the Office of the State 
Auditor's Automated Audit Preparation and Office Automation 
Project. 

The State Auditor's project will significantly enhance audit prepa
ration. When implemented, the OSA will be able to draft, review, 
and edit reports on-line; to utilize standard office automation 
software; and to comm unicate electronically with other state agen
cies. Specifically, the project plan, which will be implemented in 
four six-month stages, will provide for desktop computers, with 
networking capacity, in all OSA offices; notebook computers for all 
field staff; and new audit information and supporting administra
tive databases. 

This project is an integral part of the Commonwealth's information 
systems strategic plan for improving efficiency in government. It is 
expected to provide cost savings by increasing productivity and 
timeliness, as well as improving the capacity to audit automated 
systems throughout the state. 



Legislation 

OSA Legislative Package 

House 3 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. The statute provides that any law taking effect on or 
after January 1, 1981 that imposes any additional costs upon a 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 
administrative regulation or law granting or increasing exemption 
from local taxation is not to be effective unless fully funded by the 
Commonwealth. 

Certain court decisions over the past few years have both narrowed 
the scope of the Local Mandate Law's protections and created 
confusion. Consistent with the original intent of the law, House 3 
would define "local mandate" to include post-1980 state laws and 
regulations that require a municipality to make additional expendi
tures to maintain any new or existing local activity, to undertake a 
service previously performed by the Commonwealth or a county, or 
to initiate or expand a contracted service. 

The bill also contains provisions that would allow for the reimburse
ment of legal costs incurred by a municipality in a successful 
mandate challenge; authorize courts to grant an interim exemption 
from compliance; require state agencies to notify DLM of regulatory 
actions affecting local spending; and direct DLM to review agency 
statements oflocal effect for adequacy. This bill would establish a 
more useful standard for responding to local mandate issues and 
would enhance state agencies' awareness of the fiscal impact that 
regulations can have on local budgets. 
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Legislation 

House 4 

House 5 

House 6 
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An Act Providing for Uniform Administrative Standards in 
the Audit of Federal Aid Funds Received by State Agencies 

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

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

This legislation would provide the OSA with the authority to compel 
certain written records from an unresponsive auditee. This author
ity, which has already been granted to the House and Senate Post
Audit Committees, the Inspector General, and the Bureau of Ac
counts, is a valuable discretionary tool for improving the effective
ness and timeliness ofthe audit process. Under the bill, if an auditee 
failed to produce records within fifteen days of a written request, the 
OSA would have the authority to subpoena these records. 

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

This bill would establish competitive-bidding guidelines and proce
dures to govern the procurement of supplies or services by providers 
contracting with the Commonwealth who receive $100,000 or more 
in state funding in any fiscal year. The guidelines that would be 
applied to providers are similar to those the Commonwealth already 
requires of its own agencies as well as cities and towns. Specifically, 
procurement of a supply or service valued at $1,000-$9,999 would 
require the vendor to seek three written or oral quotations, whereas 
a procurement of$10,000 or more would require written quotations 
pursuant to an invitation-for-bid process. In each case, the provider 
would be required to award the contract to the responsible person 
offering the needed supply or service at the lowest quotation. In 
addition, providers would be required to maintain a contract file for 
the period that they contract with the state. The bill also seeks to 
improve the integrity and disclosure of related-party transactions. 



House 7 

House 8 

House 9 

Legislation 

Among other provisions, provider officials would be prohibited from 
and subject to a fine for participating in any procurement matter in 
which an immediate family member has a financial interest. The 
intent of House 6 is to ensure that the best possible price is obtained 
for goods and services. 

An Act Authorizing the State Auditor to Audit the General 
Court 

This bill would authorize the Office of the State Auditor to audit 
legislative accounts as part of its statutory mandate. It is unclear 
under existing statutory authority whether the Office of the State 
Auditor can audit the Legislature's books. Enactment of House 7 
would clarify this matter. 

An Act Making a Technical Change in Certain Local Aid and 
Auditing Requirements 

This legislation would repeal Sections 4 and 5 of Chapter 268 of the 
Acts of 1990, as amended by Chapter 138 of the Acts of 1991. 
Chapter 268 ofthe Acts of 1990 established a formula by which 49% 
of all income, sales, and corporate taxes, combined with the balance 
of lottery funds, was to be distributed to cities and towns as Local 
Aid. The OSA was charged at the same time with publishing an 
annual audit, the primary function of which was to verify that the 
formula was correctly applied and the revenues were properly 
distributed. As the formula was rescinded in 1991 and the fund is 
currently audited annually as part of the Single Audit of the 
Commonwealth, House 8's repeal of the audit requirement for this 
fund would update the statute and minimize umlecessary expense 
and duplication. 

An Act Correcting a Reference in the Debarment Law 

This bill, which was enacted as an outside section to the fiscal year 
1997 budget, changes an erroneous reference in Section 44C of 
Chapter 149, the statute governing the process by which state 
agencies can exclude certain providers who are found guilty of 
criminal violations or repeated contractual violations from public 
contracting. The section now properly reads: "The commissioner 
may suspend or debar contractors in accordance with the provisions 
of section twenty-nine F of chapter twenty-nine." The intent ofthis 
legislation is to eliminate the confusion that has followed from the 
incorrect reference. 
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Private 
Occupational 
Schools: Financial 
Evaluations 

Chapters 75C, 75D, and 93 of the Massa
chusetts General Laws require the Office of the 
State Auditor (OSA) and the Department of 
Education to annually evaluate the financial 
and academic qualifications, respectively, of 
applicants for licensure or registration as pri
vate business, trade, or correspondence schools. 
Schools conducted by employers to train their 
own employees, and schools or colleges, char
tered or otherwise authorized by the Common
wealth, are exempt from the mandate of the 
statutes. These consumer protection statutes 
were enacted to ensure that private occupa
tional schools are both financially and aca
demically qualified to operate in Massachu
setts. 

Prior to licensure or registration by the 
Department of Education, all such non-degree
granting business, trade, and correspondence 
schools are required to submit financial state
ments to the OSA. This information is evalu
ated to determine the solvency of each appli
cant. Those schools determined to be finan
cially qualified for licensure or registration 
must then secure tuition protection in the 
amount recommended by the OSA. 



--

Massachusetts statutes require the OSA 
to annually determine each school's appropri
ate tuition protection level, which may take 
the form of a surety bond, an irrevocable letter 
of credit, or a term deposit account payable to 
the Commonwealth. This consumer protec
tion is intended to cover potential tuition 
refunds to students resulting from fraud, de
ceptive student recruitment practices, or a 
breach of contract by the school. 

At the close of fiscal year 1996, there were 
154 active private occupational schools finan
cially certified for Massachusetts licensure or 
registration. During the six months ended 
June 30, 1996, the OSA performed 66 finan
cial evaluations. Thirteen schools represented 
first-time applicants, and 53 reviews covered 
renewal applications. In addition, four previ
ously approved schools were reclassified as 
inactive. 

Private occupational school course offer
ings include: acupuncture, appliance repair, 
art, bartending, broadcasting, business ad
ministration, computer programming and 
technology, dog grooming, floral design, in
dustrial technology, massage therapy, model
ing, photography, plumbing, secretarial skills, 
tractor trailer operation, and travel agent 
training. 
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Appendix 

Audit Reports . 
Issued 
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Audit Reports Issued 

Authority Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

1. Amherst Redevelopment Authority 96-874-2 04/25/96 
2. Ayer Housing Authority 96-1037-2 02/06/96 

3. Berkshire Regional Transit Authority 96-0876-7 03/20/96 

4. Carver Housing Authority 96-1285-2 04/26/96 

5. Charlton Housing Authority 96-1279-2 03/06/96 
6. Dalton Housing Authority 96-638-2 01119/96 
7. Dedham Housing Authority 96-641-2 03/20/96 
8. Fall River Housing Authority 96-3050-2 04/25/96 

9. Greenfield-Montague Transportation 
Area 96-1276-2 05/10/96 

10. Groton Housing Authority 96-1325-2 02/06/96 

11. Hadley Housing Authority 96-670-2 01131/96 

12. Hingham Housing Authority 96-0674-2 05/31196 

13. Hull Housing Authority 95-683-2 01119/96 
14. Lenox Housing Authority 96-692-2 03/06/96 
15. Lynnfield Housing Authority 96-860-2 01111196 
16. Mass. Bay Transportation Authority-

Controls Over Passenger Fare Revenue 96-6007-9 04/10/96 
17. Mass. Bay Transportation Authority-

Planning, Acquisition & Construction 
of Police Headquarters Property 95-583-3 06/06/96 

18. Mass. Bay Transportation Authority-
Proposal to Privatize Property 

Management and Real Estate Development 
Activities 96-2505-9 06/10/96 

19. Mass. Water Resources Authority -
Procurement of Power Equipment 
&.Design & Construction of Deer 
Island ThermallPower Plant 95-4042-3 01124/96 

20. Medway Housing Authority 96-0714-2 05/10/96 

21. Mendon Housing Authority 96-716-2 03/06/96 

22. Merrimack Valley Regional 

Transit Authority 96-496-7 01119/96 
23. Millbury Housing Authority 96-0724-3 06/21/96 

24. Millis Housing Authority 96-0725-2 04/10/96 

25. Northbridge Housing Authority 96-745-2 01119/96 
26. Palmer Housing Authority 96-752-2 04/10/96 

27 . Pepperell Housing Authority 96-1071-2 02/15/96 

28. Rockland Housing Authority 96-766-2 03/29/96 

29. Rowley Housing Authority 96-768-2 05/31196 

30. Shelburne Housing Authority 96-0879-2 04/25/96 
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AUDIT ISSUE 
AUDIT NUMBER DATE 

3l. Southeastern Regional 
Transit Authority 95-878-7 02/29/96 

32 . Sutton Housing Authority 96-0791-3 06/21/96 

33. Walpole Housing Authority 96-0800-3 05/31/96 

34. West Brookfield Housing Authority 96-1294-2 06/11196 

35. Westford Housing Authority 96-812-2 02/06/96 
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Audit Reports Issued 

Federally Mandated Audits of State-Administered 
Federal and State Programs 

AUDIT 
"~ 

AUDIT NUMBER 

I. Avon Housing Authority 96-3011-8 

2. Belmont Housing Authority 96-3038-8 

3. Bridgewater Housing Authority 95-3088-8 

4. Brockton Redevelopment Authority 96-3026-8 

5. Brookline Housing Authority 96-3043-8 

6. Chicopee Housing Authority 96-3048-8 

7. Clinton Housing Authority 96-3040-8 

8. Concord Housing Authority 96-3054-8 

9. Duxbury Housing Authority 96-3037-8 

10. Easton Housing Authority 96-3057-8 

II. EPA Construction Grant - MWRA 
(Site Preparation at Deer Island) 96-3016-2 

12. EPA Construction Grant - MWRA 
(Clinton Wastewater Treatment Plant) 96-3032-2 

13. EPA Construction Grant - MWRA 
(Marine BoringslTunnel Design) 96-3015-2 

14. EPA Construction Grant - MWRA 
(Nut Island Piers) 95-3083-1 

15. Everett Housing Authority 96-3060-8 

16. Fall River Housing Authority 96-3031-8 

17. Falmouth Housing Authority 96-3024-8 
18. Fitchburg Housing Authority 96-3021-8 
19. Framingham Housing Authority 96-3009-8 

20. Haverhill Housing Authority 96-3044-8 

2I. Leominster Housing Authority 95-3077-8 

22. Lynn Housing Authority 96-3012-8 

23. Malden Housing Authority 96-3053-6 

24. Mansfield Housing Authority 96-3025-8 

25. Maynard Housing Authority 96-3030-8 

26. Milford Housing Authority 96-3055-8 
27. New Bedford Housing Authority 95-3075-8 

28. Newton Housing Authority 96-3022-8 

29. Oxford Housing Authority 96-3042-8 

30. Pembroke Housing Authority 96-3029-8 

3I. Pittsfield Housing Authority 96-3036-8 

32. Revere Housing Authority 96-3001-8 

33. Rockport Housing Authority 96-3047-8 

34. Scituate Housing Authority 96-3058-8 

35. Springfield Housing Authority 96-3002-8 

36. Springfield Housing Associates, Inc. 96-3049-8 

37. Wakefield Housing Authority 96-3027-8 

38. Ware Housing Authority 96-3041-8 
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ISSUE 
DATE 

01131196 

OS/23/96 

01111196 

03/29/96 

03/20/96 

05/10/96 

04/25/96 

06/28/96 

02/15/96 

05/31196 

02/14/96 
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03/26/96 

06/20/96 

04/25/96 

03/20/96 

02/15/96 

01131196 

03/20/96 

02/29/96 

02/26/96 

06/20/96 

04/25/96 

01131196 

06/20/96 

01111196 

01131/96 

03/29/96 

06/28/96 

02/26/96 

OS/23/96 

05/31196 

06/20/96 

01131196 

01131196 

OS/23/96 

05/31/96 



Audit Reports Issued 

AUDIT ISSUE 
AUDIT NUMBER DATE 

39. Watertown Housing Authority 96-3023-8 01131196 

40. Wayland Housing Authority 96-3014-8 02/15/96 

41. Winchester Housing Authority 96-3035-8 02/15/96 

42. Woburn Housing Authority 96-3003-8 04/30/96 
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Education Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

I. Berkshire Community College 

Federal Student Financial 

Assistance Programs 96-0190-2 06/07/96 

2. Bridgewater State College 

Federal Student Financial 

Assistance Programs 96-0177-2 06/07/96 

3. Bunker Hill Community College 

Federal Student Financial 

Assistance Programs 96-0192-2 05/31196 

4. Mass. Bay Community College 

Federal Student Financial 

Assistance Programs 96-0196-2 06/07/96 

5. Mass. Bay Community College -

EDP and Financial-Related Controls 96-0196-4F 06/27/96 

6. Mass. College of Art 

Federal Student Financial 
Assistance Programs 96-0181-2 05/31/96 

7. Massachusetts State College 
Building Authority 96-0209-5 06/11/96 

8. North Adams State College 

Federal Student Financial 
Assistance Programs 96-0183-2 06/07/96 

9. North Shore Community College 

Federal Student Financial 
Assistance Programs 96-0202-2 06/07/96 

10. Quinsigamond Community College 

Federal Student Financial 

Assistance Programs 96-0203-2 06/07/96 

II. Salem State College- Chapter 647 Review: 

Upward Bound and EARLY Programs 95-2008-2 05/17/96 

12. Springfield Technical Community 

College - Federal Student Financial 

~ssistance Programs 96-0205-2 05/31196 

13. University of Massachusetts-Lowell 

-Data Processing Activities 95-0206-4C 06/27/96 

14. Westfield State College 

-Chapter 647 Review 95-2011-2 06/25/96 
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Audit Reports Issued 

Human Services Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

I. Alternatives Unlimited, Inc. 94-4357-2 02/29/96 

2. Bay State Community Services, Inc. 95-4362-3 02/29/96 

3. Children's Trust Fund and the 

Child Abuse Prevention Board 96-0082-3 06/12/96 

4. Department of Mental Health 

-Metro South Area Office 95-241-2 02/29/96 

5. Department of Mental Health 

-Southeastern Area Office 95-243-2 02/29/96 

6. Division of Medical Assistance's 

Benefit Coordination & Recovery 

Section's Third Liability Unit 96-5013-2 02/29/96 

7. Executive Office of Elder Affairs' 

Administration of the Home Care 
Program 95-4043-3 03/29/96 

8. Hogan Regional Center 96-2012-9 03/29/96 
9. Self Help, Inc. 93-4359-3 02/14/96 

10. The Institute for Developmental 

Disabilities, Inc. 94-4335-3 03/20/96 
II. Vietnam Veterans Workshop, Inc. 

d/b/a The New England Shelter for 

Homeless Veterans 95-4365-3 03/06/96 

91 



Other Audits 

AUDIT ISSUE 
AUDIT NUMBER DATE 

I. Agency Compliance with Comptroller's 
Year-End ClosinglOpening Instructions-

Cash and Revenue Management 95-5002-2 06/11196 

2. Agency Compliance with Comptroller's 
Year-End ClosinglOpening Instructions -
Encumbrance and Advance Fund 
Management 95-5001-2 06/28/96 

3. Appellate Tax Board 95-143-2 04/10/96 

4. Bay State Skills Corporation 96-1271-3 06/11196 

5. Berkshire District - DA's Office 96-1261-2 06/21196 

6. Bristol County District Attorney's 

Office- Data Processing Operations 96-1264-4F 05/06/96 

7. Criminal Justice Training Council '95-53-2 01131196 
8. Dept. of Employment and Training's 

Privatization of Off-Site Storage & 

Retrieval of Records 96-2503-9 01131196 
9. Department of Industrial AccideJlts 

-Financial and EDP-Relat~d Activities 96-0222-4R 06/28/96 

10. Department of Procurement and 
General Services-Financial and EDP 
Related Controls 96-0033-4 06/27/96 

II. Department of Public Safety 95-306-2 03/29/96 

12. Division of Fisheries & Wildlife 96-5042-2 06/12/96 

13. Dudley District Court-
Clerk Magistrate's Office 96-1186-2 05/13/96 

14. Massachusetts Highway Department's 
Central ArterylThird Harbor 
Tunnel Project- Certain Design & 

Scheduling Activities and the 
Acquisition and Management of 
Certain Properties by Eminent Domain 95-4044-3 03/11/96 

15. Massachusetts Highway Department's 
High Occupancy Vehicle 
(HOV) Carpool Lane 96-0506-5 05/03/96 

16. Northwestern District - DA's Office 96-1260-2 06/21196 

17. Northwestern District - DA's Office: 
Technical Assistance Regarding the 
Franklin County Technical School 96-6006-9 01131196 

18. Office of the Commissioner 

of Probation 95-1215-2 04/10/96 

19. Schooner Ernestina Commission 96-1404-2 02/29/96 
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AUDIT ISSUE 
AUDIT NUMBER DATE 

20. Selected Transaction Testing 
at 20 State Agencies 96-5007-2 05/13/96 

21. State Racing Commission 
-Financial and EDP-Related Controls 96-0068-4C 06/27/96 

22. U. S. Naval Shipbuilding 
Museum Corporation 96-1371-2 01111/96 
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