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Honorable Thomas F . Birmingham, President of the Senate 
Honorable Thomas M. Finneran, Speaker ofthe House of Representatives 

TEL. (617) 727-2075 

Honorable Stanley C. Rosenberg, Chairman ofthe Senate Committee on Ways and Means 
Honorable Paul R. Haley, Chairman of the House Committee on Ways and Means 
Honorable Members ofthe General Court: 

I am pleased to submit herewith the Semi-Annual Report of the Audit Results and 
Activities of the Office ofthe State Auditor (OSA) for the period January 1, 1997 through 
June 30, 1997. 

This twenty-first 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 acknowledges within each section any actions 
taken by agencies in response to previous OSA audit findings or recommendations. Also 
included are activities of the OSA's Division of Contract Review and Privatization 
Determinations and Division of Local Mandates. 

In this report, I have also included a description of the enhanced integrated audit 
activities of my Information Technology Audit Division. To keep pace with technology 
advances that are impacting auditing and financial reporting, I have assigned a team of 
cross-trained financial and information systems audit staff to perform assessments of 
internal controls regarding operations that support important information and process
ing systems within the Commonwealth. The team will also make recommendations for 
improvements to associated internal control structures. Summaries ofthe reports issued 
by this Division, previously called the Electronic Data Processing Audit Division, begin 
on page 70. 

I look forward to continuing to work with you for the improvement ofthe quality, cost
effectiveness, and accountability of state government and the services that the Common
wealth provides its citizens. 
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Office of the 
State Auditor: 
Authority and 
Responsibilities 

The Office ofthe State Auditor (OSA) operates 
under the direction and con trol of the S ta te 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, ofthe 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 agencies 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. 
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 
oflegislation and regulations on cities and towns. 

The OSA conducts financial, performance, and 
Information Technology audits in accordance with 



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

OSA audit activities include the following 
objectives: 

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

• Determining whether the Commonwealth's re
sources are properly safeguarded; 

• Determining whether such resources are prop
erly and prudently used; 

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

• Obtaining an understanding of an entity's in
ternal 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 auditee is 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 fiscal management and delivery of 
government services. 
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Audit Results, 
Recommendations, 
Initiatives, and 
Corrective Actions: 
Overview 

During the report period January 1, 1997 
through June 30,1997, the Office of the State 
Auditor issued 130 audit reports covering: 
Authorities, institutions of public higher 
education, human service agencies, judiciary/ 
law enforcement entities, and various other 
state activities. For a complete listing of 
audit reports, see the Appendix on page 114. 
In these reports the OSA disclosed millions of 
dollars in financial and operational 
deficiencies and provided recommendations 
intended to safeguard the Commonwealth's 
assets and to improve the effectiveness and 
efficiency of governmental operations. 



Each type of entity audited by the OSA is 
governed by particular laws and regulations; 
is required to maintain financial records 
properly; 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 
efficiency. 

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

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

\ 
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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 
Services, establishes the process that must 
be followed by state agencies and certain 
Authorities seeking to contract out, or 
privatize, a service currently performed by 
public employees. The law, 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 
process 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 employees , and, finally , 
comparing the in-house cost with the cost of 
contract performance. Additionally, the 
agency is responsible for ensuring that the 
private bids and private contract, ifultimately 
awarded, contain all Chapter 296 provisions 
regarding wages, benefits, and personnel. 

It is the responsibility ofthe State Auditor 
to independently determine whether the 
process followed by the agency meets the 
requirements ofthe law. Under Chapter 296, 
the State Auditor has 30 days from the date 
of receipt of all necessary agency documents 



Special Reviews under the Privatization Statute 

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 ~SA's Division of 
Contract Review and Privatization 
Determinations, in response, issued a guide 
in March 1994 outlining the process and 
prescribing the forms agencies must use in 
preparing and submitting certification data. 

Since the enactment of Chapter 296, the 
OSA has responded to more than 60 requests 
from the Legislature and the public to clarify 
or investigate specific agency compliance 
issues. OSA responsibilities have included 
meetings with concerned parties, 
correspondence, document requests and 
reviews, and determinations relative to these 
inqUlrIes. Moreover, the OSA routinely 
provides technical assistance to agencies 
seeking to comply with the law's provisions. 

In addition, during the current report 
period, the OSA issued two formal 
determinations on privatization proposals. 
Results of the State Auditor's review of these 
proposals are detailed below. 

Finally, the OSA has many responsibilities, 
apart from Chapter 296, relative to contract 
monitoring. In this audit period, the OSA 
issued four audits of vendors that performed 
services under state contracts. 

7 



Special Reviews under the Privatization Statute 

Privatization Determination Results 

The 
Massachusetts 
Bay 
Transportation 
Authority (MBTA): 
Proposals to 
Privatize Certain 
Bus Routes 
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During the report period, the OSA reviewed proposals submitted 
by the Masschusetts Bay Transportation Authority to privatize the 
operation and maintenance of bus routes from its Charlestown and 
Quincy garages, respectively. The following is a summary of the 
State Auditor's determinations . 

• The MBTA, on April 18, 1997, submitted to the State Auditor 
proposals to privatize the operation and maintenance of bus routes 
from its Charlestown and Quincy garages. OSA staff conducted a 
review of these submissions to determine whether they met the 
core requirements of the Privatization Statute and were accompa
nied by necessary supporting documentation. 

The State Auditor determined on May 16, 1997 that the MBTA had 
not met the requirements of the Privatization Statute in that the 
proposals contained major defects in cost saving estimates, lacked 
statutorily required information, and did not demonstrate that 
services to be provided would equal or exceed the quality of services 
currently provided by Authority employees. 

For these reasons, pursuant to Section 55 of Chapter 7, MGLs, the 
State Auditor notified the MBTA of his objection to the awarding 
ofthese contracts. 



The 
Massachusetts 
Bay 
Transportation 
Authority (MBTA): 
Revised Proposals 
to Privatize Certain 
Bus Routes 

Special Reviews under the Privatization Statute 

• The MBTA, on May 23, 1997, submitted to the State Auditor 
revised proposals to privatize the operation and maintenance of 
bus routes from the Charlestown and Quincy garages. 

In its resubmission, the MBTA did correct certain previously 
identified deficiencies, including accounting deficiencies. However, 
the MBTA continued to be in noncompliance with substantive cost, 
quality, and other statutory requirements of the Privatization 
Law. The State Auditor determined on June 20, 1997 that the 
MBTA had not demonstrated, in either its initial or revised 
submission, that the cost of the proposed contracts would be less 
than the estimated cost of keeping the services in-house . 
Furthermore, the MBTA did not provide sufficient documentation 
regarding essential aspects of service quality, such as on-time 
performance, and did not comply with certain other provisions of 
the Privatization Statute. Among the most serious of these 
additional violations were revisions to bid specifications made 
after a successful bidder was named. These revisions, made at the 
request of the successful bidder of the Charlestown gargage 
contract, included provisions for advance payments and fuel 
subsidies. This procurement practice is not only unsound and 
highly questionable, but also contravenes Chapter 7 requirements . 

As a result of these deficiencies, the State Auditor, pursuant to 
Section 55 of Chapter 7, MGLs, notified the MBTAofhis objection 
to the awarding of these contracts. 

9 



Authority Audits 
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Authority Audits 

During the report period, the OSA issued 
89 audit reports relative to housing 
authorities and other independent entities, 
38 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 improve financial management of these 
Authorities and, in turn, help to safeguard 
state and federal funds. Two of these audits 
disclosed the results of OSA reviews of 
Massachusetts Bay Transportation Authority 
privatization proposals and are detailed 
within "Special Reviews under the 
Privatization Statute," which begins on 
page 6. 



Authority Audits 

Audit Results 

~ndependent Authorities 

Deficiencies in 
Contract Planning 
and Performance 

Questionable or 
Unnecessary 
Capital Project 
Costs 

The execution offormal contracts that specify the scope of work to 
be done helps to contain construction costs and to ensure contract 
performance . In the following instance, contract planning and 
oversight needed to be strengthened . 

• The Massachusetts Bay Transportation Authority did not ensure 
that all work necessary to successfully complete its Blue Line 
Rehabilitation and Improvement Project was included in the 
original Request for Proposals used to solicit competitive bids. 
Additional work, not included in the original contract's scope and 
performed through change orders negotiated with the contractor, 
resulted in increased project costs totaling $2 million. 

The following examples of questionable or unnecessary costs 
associated with capital projects at the Massachusetts Bay Transpor
tation Authority (MBTA) and the Massachusetts·Water Resources 
Authority (MWRA) were noted. 

• The MBTA, in carrying out its Blue Line Rehabilitation and 
Improvement Project, paid $6 million in contract completion 
acceleration payments. These payments were made in order to 
ensure that all station modernization work would be completed 
prior to the intended reopening ofthe Blue Line on June 25, 1995. 
However, since the original construction contracts and schedules 
called for completion of this work by June 25, 1995, there was no 
acceleration ofthe deadline for resuming operations . In addition, 
the MBTA's construction status reports for three contracts as of 
December 31, 1995 indicated that all three contracts were still 
incomplete, with approximately $2.9 million of work not yet 
finished. In fact, continuing contract work and associated pay
ments were made at least through December 1996. As a result, the 
Authority expended $6 million in questionable acceleration pay
ments. 

11 



Authority Audits 

Questionable or 
Unnecessary 
Capital Project 
Costs 
(continued) 

• The Massachusetts Water Resources Authority (MWRA) con
structed a power plant on Deer Island although a less costly 
alternative for supplying back-up power was available. In addi
tion, the generating capacity of the power plant appears to be 
greater than that needed to provide backup in the event of a power 
outage even under the worst wastewater flow situations. As a 
result, unnecessary costs of as much as $24.8 million may have 
been incurred to build an oversized on-island power plant to 
provide emergency back-up power that could have been provided 
at less cost by a local utility company. Nevertheless, potential 
opportunities still exist for the MWRA to offset some of these 
unnecessary costs. The OSA recommended that the MWRA deter
mine the environmental and economic feasibility of modifying and 
utilizing the power plant as the primary source of power with back
up capability provided by a public utility. The MWRA should also 
identify other opportunities for using the plant's power-producing 
capabilities to realize the maximum possible return on its substan
tial investment. 

IHousing Authorities and the Federal Single Audit Act 

12 

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

Procedures developed by the OSA and authorized by Chapter 138 
of the Acts of 1991 for the procurement and conduct of housing 
authority audits provide another example of the way in which the 
Commonwealth is improving the coordination and efficiency of the 
audit process. Chapter 138 gives the OSA the authority to prescribe 
state standards, in addition to any federal requirements, for audits 
of all housing authorities that receive federal financial assistance, 
whether conducted by the OSA or a private firm. Housing authorities 
that choose private firms to conduct audits of their federal programs 
are required to submit these audits to the OSA for review and 
approval. As a result of the implementation of these Single Audit 
procedures, accountability is strengthened, duplication is prevented, 
and costs are reduced. During the report period, the OSA released 37 
Single Audits of housing authorities and reviewed an additional 57 
Single Audits completed by private accounting firms . 



Authority Audits 

[ndividual Housing Authority Audits 

Inadequate 
Accounting and 
Administrative 
Controls 

Adequate accounting and administrative controls assist entities 
in increasing revenue potential and avoiding unnecessary deficits, 
thereby potentially maximizing funds available for operations and 
services. The following reports identified areas where oversight, 
accounting, and other internal controls needed improvement. 

• Marblehead Housing Authority exceeded its approved budget in 
several areas, including maintenance and certain administrative 
accounts . As a result of these overruns, totaling $50,311 , the 
potential for incurring an overall operating deficit was substan
tially increased. 

• Marblehead Housing Authority did not require time sheets to be 
prepared by its maintenance staff and could not provide any 
records of accrued sick leave and vacation time for its employees. 
As a result, the Authority could not be assured of the accuracy of 
its payroll records or the appropriateness of certain payroll expen
ditures. 

• North Attleborough Housing Authority did not sufficiently re
strict access to board members' check signature stamps, did not 
have adequate supporting documentation for all travel expendi
tures , did not attempt to collect or write off delinquent accounts 
receivable during the audit period, and charged $2,750 to an 
incorrect account. In addition, the Authority could not find the 
minutes for two recent board meetings . Although these deficien
cies were not individually significant, noted collectively they 
indicated a need for improvement in overall internal control 
procedures. 

• Raynham Housing Authority's serious internal control deficien
cies allowed its former Executive Director to divert and misuse 
more than $18,000 in public funds and prevented timely detection 
of such fraudulent practices. Due to alack of segregation of duties 
and inadequate board oversight, most internal control matters, 
including the voucher approval process, bank deposits and recon
ciliations, expenditure documentation, transaction authorization, 
and check writing were handled entirely by the former Executive 
Director. This person misrepresented expenses to authorized 
check signers , retained rental funds that should have been depos
ited, and forged signatures on checks payable to himself. Board 
members who were interviewed indicated that they were not 
aware of the proper internal control procedures for preventing 
fraudulent activities, did not inquire about the proper preparation 
of checks, and did not review checks in numerical sequence . 

13 



Authority Audits 

Inadequate 
Accounting and 
Administrative 
Controls 
(continued) 
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Evidence of the misuse offunds, as detailed above, was submitted 
by the Authority to the Attorney General, whose investigation has 
resulted in the recovery of a substantial portion of the diverted 
funds. See page 94. 

• Raynham Housing Authority expended $14,204 in excess of its 
approved budget for administrative salaries for fiscal year 1995. In 
addition, in order to offset the impact of payroll overexpenditures, 
adjustments were made in other unrelated accounts, contrary to 
Department of Housing and Community Development regula
tions . The Authority also made unauthorized interprogram trans
fers and payments and did not repay an approved loan from one of 
its programs to another. These administrative deficiencies needed 
to be corrected in order to ensure proper accounting for all project 
funds . 

• Seekonk Housing Authority did not adequately document and 
maintain records of employees' sick leave and vacation balances. 
Because the Authority's controls over payroll records were inad
equate, the former Executive Director, upon resignation, was paid 
$825 for ten unused vacation days and two personal days that could 
not be verified. In addition, the Authority could not ensure that all 
payroll expenditures for other employees were correct and appro
priate. 



Inadequate 
Controls over 
Property and 
Equipment 

Authority Audits 

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 
accountability for property and equipment, adequate inventory 
records serve as a source of insurance coverage information in the 
event of a casualty loss , as a basis of comparison with the previous 
year's physical inventory, and as financial planning data. The 
following reports identified areas where inventory controls needed 
improvement in order to adequately safeguard property and equip
ment and to protect these fixed assets from possible loss, theft, or 
mIsuse. 

• Ashland Housing Authority had not conducted an annual physical 
inventory in three years, had not properly tagged all equipment 
items, and had on its inventory listing only those items purchased 
since January 1994. In addition, the Authority's financial state
ments did not properly reflect purchases and disposal of equip
ment. As a result, the Authority could not be assured that its 
property and equipment were adequately safeguarded or accu
rately recorded on its books. 

• Bellingham Housing Authority was cited in a prior audit for 
deficiencies in inventory controls. The current audit disclosed that 
the Authority still had not conducted a physical inventory or 
properly tagged equipment items. In addition, inventory records 
still did not reconcile with general ledger balances. As a result, the 
Authority could not be assured that its fixed assets were properly 
safeguarded or accurately recorded on its books and financial 
statements . 

• Cohasset Housing Authority misstated the value of its inventory 
on its internal records of account, including its general ledger. As 
a result, the value of its inventory was understated on its reports 
to the Department of Housing and Community Development. 

• Georgetown Housing Authority had not conducted a physical 
inventory of its furniture and equipment and did not maintain 
adequate records to control and safeguard these fixed assets . 

• Marblehead Housing Authority was cited in a prior audit for 
inventory control deficiencies. The current audit noted that the 
Authority still had not conducted a physical inventory or adjusted 
its balance sheet to include $36,344 worth of equipment purchased 
between January 1991 and December 1993. In addition, furniture 
and equipment cards were not current, and no perpetual inventory 
was maintained. By not implementing adequate inventory con-

15 



Authority Audits 

Inadequate 
Controls over 
Property and 
Equipment 
(continued) 

16 

troIs, the Authority exposed its property and equipment to possible 
loss , theft, or misuse, and could not ensure that fixed-asset infor
mation submitted on its financial statements was accurate and 
complete. 

• North Attleborough Housing Authority did not record on its 
inventory listing ten of eleven items purchased during the audit 
period. As a result, $4,891 worth of newly purchased equipment 
was not reflected on the Authority's records of account. 

• Raynham Housing Authority did not conduct annual physical 
inventories and did not maintain complete inventory records . As 
a result, the Authority's fixed assets were not properly safe
guarded and several equipment items, including a pipe-thawing 
machine, a snowblower, and a tool set, could not be located. In 
addition, certain purchases were not charged to the correct ac
count; at least one purchase was improper; and inventory control 
records were not reconciled to asset valuation amounts reported on 
financial statements. 

• Seekonk Housing Authority had not conducted an annual inven
tory and had not recorded or tagged new acquisitions and replace
ment items. In addition, records of equipment purchased at an 
earlier date were incomplete, and a variance of $18, 160 existed 
between fixed-asset valuations on the Authority's inventory list 
and those recorded in its general ledger. As a result, the Authority 
exposed its property and equipment to possible loss, theft, or 
misuse , and reported incorrect inventory asset values on its 
financial statements. 



Inadequate Control 
over Rent 
Determinations, 
Tenant Selection, 
and Unit Turnover 

Authority Audits 

OSA reports disclosed that certain housing authorities did not 
adhere to state regulations regarding rent determinations and tenant 
selection or did not move expeditiously to fill vacant apartments. 
These conditions could result in overcharges to tenants or lost rental 
income to Authorities. Delays in renting apartments and improper 
tenant selection procedures could also deprive eligible low-income 
persons, at least temporarily, of needed housing. 

• Ashland HousingAuthority, while improving its rent determina
tion procedures, incorrectly rounded off certain rents to the next 
highest dollar . As a result, 23 tenants made rent overpayments 
totaling $282 . 

• Cohasset Housing Authority, while improving procedures for 
processing applications, did not maintain a waiting list for all 
housing units . As a result, the Authority could not be assured that 
all applicants were housed in the correct order. 

• Marblehead Housing Authority did not maintain complete va
cancy ledger records. As a result, the Authority lacked information 
on the condition of vacated units and could not control the timeli
ness of unit turnover. Because the Authority did not record the 
length oftime that units were vacant or document the reasons for 
delays in unit readiness, it was not possible for the OSA to test for 
extended vacancies or determine the amount, if any, of lost 
potential income. 

• Marblehead Housing Authority did not maintain adequate records 
to support all tenant selections and did not adequately maintain 
waiting list ledgers for two programs. As a result, the Authority 
could not be assured that applicants were housed fairly, in the 
proper order of application, and according to verified priority 
status. 

• Marblehead Housing Authority had calculation errors or missing 
information in 64% of tenant files tested. As a result, tenants may 
have been overcharged or undercharged for their rent over a period 
of at least two years . 

• North Andover Housing Authority, during the audit period, lost 
$1,728 in potential rental income because it did not prepare and fill 
certain vacant units in a timely manner. 

• North Attleborough Housing Authority did not document its 
reasons for giving emergency status to two applicants who received 
housing ahead of others on its waiting list . In addition, the 
Authority placed an applicant whose income exceeded the state's 
established limits . As a result of these issues, other applicants may 
have been unfairly delayed in obtaining housing. 

17 



Authority Audits 

Inadequate Control 
over Rent 
Determinations, 
Tenant Selection, 
and Unit Turnover 
(continued) 

18 

• Plainville Housing Authority, during the audit period, placed 
three out offive applicants ahead of others on its waiting list. As 
a result, at least four eligible applicants were unfairly delayed or 
prevented from receiving housing. 

• Raynham Housing Authority, during the audit period, improperly 
allowed at least five applicants to move ahead of others on its 
waiting list. In each case the applicant was given an undocu
mented emergency status, was moved ahead of at least fourteen 
other applicants, and was placed in housing. As a result, eligible 
applicants were unfairly delayed or prevented from receiving 
housing. 

• Seekonk Housing Authority improperly gave emergency status to 
three out offour applicants included in the audit test sample. In 
addition, two of these four applicants had assets in excess ofthe 
state's asset limits. As a result, eligible applicants were unfairly 
delayed or prevented from receiving housing. 



Noncompliance 
with State Laws 
and Regulations 

Authority Audits 

OSAreports disclosed some instances in which housing authorities 
were not in compliance with certain laws and regulations. Such 
noncompliance could result in unnecessary or inappropriate 
expenditures or in increased risk to tenant health and safety. 

• Marblehead Housing Authority was cited in a previous audit for 
not performing annual inspections of elderly and family housing 
units as required. The current review disclosed that inspections 
had not taken place during the audit period. As a result, the 
Authority could not be assured that it was meeting state standards 
for safe, decent, and sanitary housing. 

• Raynham Housing Authority did not comply with Department of 
Housing and Community Development regulations governing the 
purchase of supplies or services costing between $1,000 and $10,000. 
Specifically, the Authority could not provide any evidence that at 
least three written or oral bids were solicited, as required, for the 
procurement of supplies or services valued at $41,759. As a result, 
the Authority could not be assured that these supplies and services 
were obtained at the most economical cost. 

• Raynham Housing Authority did not obtain the permits required 
under state regulation (the state's Sanitary Code) for repairs and 
alterations to its sewage disposal systems. Noncompliance with 
the provisions ofthe Sanitary Code reduces assurance that needed 
repairs were made or, if made, met minimum standards for the 
protection of public health and environmental needs. 

• Ware Housing Authority notified state auditors that a tenant 
receiving financial assistance under one of its programs was also 
receiving rental assistance through the Massachusetts Rental 
Voucher Program from the Hampden Hampshire Housing Part
nership (HHHP). The audit confirmed that the tenant had received 
a subsidy of$188 per month from HHHP since January 1, 1990 and 
a subsidy of $284 per month from the Authority's Section 8 
Program since October 1, 1995. As a result, the landlord received 
$3,970 of ineligible rental payments from the Authority for the 
period October 1, 1995 through November 30, 1996. In addition, 
this subsidy duplication deprived an eligible applicant on the 
Authority's waiting list from receiving housing assistance . While 
the audit was in progress, the Authority referred this case to the 
Attorney General for review . See page 95. 

19 



Authority Audits 

Questionable or 
Unallowable 
Expenditures 

20 

Ensuring that all expenditures are justifiable and adequately 
supported by documentation increases funds available for services 
and minimizes operating subsidies from the Commonwealth. The 
following entity had certain unallowable and inadequately supported 
program expenditures . 

• Raynham Housing Authority made unallowable expenditures to
taling $22,615. These included payments totaling $14,120 from 
the general operating construction account for a television, a VCR, 
a stereo system, and credit card fees; expenses for social events, 
which are specifically prohibited by Department of Housing and 
Comm unity Development regulations; and ineligible tenant orga
nization expenses. In addition, the Authority had $8,495 in 
expenditures that were inadequately supported by documentation. 
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Prior Audit Results: Corrective Actions 

Agawam Housing 
Authority 

Ashland Housing 
Authority 

Framingham 
Housing Authority 

Georgetown 
Housing Authority 

Lee Housing 
Authority 

A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. The following 
Authorities have taken corrective actions as recommended by the 
o SA. 

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

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

• The Authority is now maintaining adequate supporting documen
tation for rents charged to tenants located in private residential 
units . Also, the discrepancy between the amounts allowed and 
amounts paid to providers for these units was resolved. 

• The Authority has made progress in strengthening inventory 
controls to better safeguard its fixed assets . 

• The Authority has brought its travel policies into compliance with 
Department of Housing and Community Development budget 
guidelines by discontinuing the payment of flat -rate per diem 
travel allowances to board members and by improving its docu
mentation oftravel-related expenditures. 

• The Authority has strengthened controls over tenant selection and 
rent determinations by properly maintaining waiting lists, by 
housing only eligible applicants, and by accurately calculating and 
documenting rent determinations. 
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Leominster 
Housing Authority 

Lowell Housing 
Authority 

Lynn Housing 
Authority 

Marblehead 
Housing Authority 

New Bedford 
Housing Authority 
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• The Authority is more accurately calculating its rent redetermina
tions and, as of the close of the audit period, was awaiting 
Department of Housing and Community Development instruc
tions regarding the return of overcharges. 

• The Authority has strengthened its administrative controls by 
maintaining separate accounting and financial statements for its 
Community Development Block Grants and by updating the util
ity allowance schedule used in calculating rent redeterminations. 

• The Authority has strengthened its internal controls over fixed 
assets by maintaining a complete inventory listing and recording 
inventory valuations on its books of account. 

• The Authority has resolved potential conflict-of-interest and inap
propriate expenditure issues relative to the activities of its Board 
of Trustees. 

• The Authority has improved its administrative controls by ad
equately segregating its accounts receivable duties so that one 
employee is not responsible for all aspects of financial transac
tions. 

• The Authority, while still assigning some tenants apartments 
larger than their family size warranted, has improved its overall 
tenant selection procedures by maintaining a current and com
plete waiting list. 



Initiatives 

Massachusetts 
Water Resources 
Authority (MWRA) 

Massachusetts 
Turnpike Authority 

Massachusetts 
Port Authority 
(Massport) 

Authority Audits 

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

• 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 ofthe system ofinternal controls that the 
MWRA has established for estimating, monitoring, and control
ling project costs . This ongoing audit is resulting in a series of 
reports, eight of which had been issued as of June 30, 1997. 

• 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 mod
ernize 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 has completed an audit report reviewing and analyzing 
Massport's $1 billion improvement project known as the "Logan 
2000" plan. The report, which examines construction schedules, 
costs , and impacts to determine their feasibility, applicability, and 
compliance with existing agreements, is available from the Office 
of the State Auditor at 727-2075. 
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Massachusetts 
Bay 
Transportation 
Authority (MBTA) 
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• The OSA is continuing to review and analyze the MBTA's expan
sion plan, including the Old Colony Rail Project and the Commuter 
Rail to Worcester Project. In addition, the audit is reviewing the 
MBTA's cost study comparing the Old Colony Railroad to a pro
posed ferry system to ensure that all costs of competing services 
(railway and ferry) are considered and that the MBTA obtains a 
fair estimate of construction as well as annual operating costs. 
Finally, the audit is also reviewing abutters' environmental con
cerns relating to the Old Colony Commuter Rail Project and the 
MBTA's plan to restore lost green space. This audit will result in 
a series of reports, two of which have been issued. The issued 
reports pertain to the construction of a new police headquarters at 
Newmarket Square and the Blue Line Rehabilitation and Im
provement Project. 
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Education Audits 

During the report period, the OSA released 
seven audits pertaining to education. These 
included four audits of federal financial as
sistance programs at various public colleges ; 
an audit of the Lawrence Public Schools per
formed at the request ofthe Chairman of the 
State Board of Education and the Commis
sioner of the Department of Education; and 
two reports reviewi.ng Information Technol
ogy (IT) activities, which are detailed in the 
IT Audit section on page 70. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Education Audits 

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

• Roxbury Community College did not perform any reconciliations 
between in-house records of its nonappropriated fund activity and 
Massachusetts Management Accounting and Reporting System 
(MMARS) reports. As a result, the College could not verify that 
information appearing on MMARS reports was accurately re 
corded and could not ensure that its reporting of non appropriated 
fund information for the federally mandated year-end Single Audit 
of the Commonwealth was complete and correct. 

• Salem State College was cited in prior audits for not developing 
and documenting an internal control system as required under 
Chapter 647 of the Acts of 1989. The current audit found that, 
although a draft plan had been developed, it was not complete and 
did not provide for such control procedures as segregation of duties, 
safeguards over access to and use of assets and records, indepen
dent checks on recordkeeping, and proper documentation of ac
counts. Since these are areas in which prior audit reports and the 
current review disclosed significant deficiencies, the OSA recom
mended that the College evaluate its draft plan in the context of 
Chapter 647, incorporate appropriate changes, and adopt and 
implement its final plan as soon as possible . 

• Salem State College still did not perform monthly reconciliations 
between in-house records of its nonappropriated fund activity and 
Massachusetts Management Accounting and Reporting System 
(MMARS) reports. A comparison of the College's balances to its 
report on MMARS for June 1996 revealed variances in eight fund 
balances, three revenue accounts, and five expenditure accounts. 
Total net variances for these revenue and expenditure accounts 
were $129,620.83 and $1,428,289.47, respectively. Expenditures 
and revenues must be verified monthly in order to ensure the 
accuracy of information on financial statements and to help assure 
that any errors and irregularities would be noted in a timely 
manner. 
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Noncompliance 
with Federal 
Regulations 
Regarding Student 
Assistance 

28 

The OSA, in this audit period, completed four reviews of student 
financial assistance programs funded through the United States 
Department of Education. These reviews were conducted in conjunc
tion with the Single Audit of the Commonwealth for the fiscal year 
ended June 30, 1996. The following issues were noted. 

• Bunker Hill Community College, in 2 of 45 cases tested, did not pay 
students who withdrew from the College the refunds due them. The 
College responded by processing the refunds for $405 and $200, 
respectively, identified in the audit and by starting a review of all 
of the fiscal year 1996 financial aid refunds to ensure compliance 
with federal regulations. 

• Quinsigamond Community College, as noted in a prior audit, did 
not have sufficient procedures in place to verify that students were 
enrolled in an eligible program before Pell Grant funds were 
disbursed. The current audit identified $2,341 in Pell Grant funds 
awarded to ineligible students. 

• Roxbury Community College did not take timely action to resolve 
unclaimed award checks and, as of August 16, 1996, was holding 
355 unclaimed checks representing $94,448 in Federal Student 
Financial Assistance. Of this amount, 61 checks ($15,660) were 
more than two years old and 34 checks ($5,217) were more than one 
year old. As a result, either students did not receive the applicable 
awards to which they were entitled, or the financial aid program 
was denied use of the funds on some other student's behalf. 

• Roxbury Community College, in three of six drawdowns tested, did 
not coordinate the drawdown offederal funds with their ultimate 
disbursement within the three-day limit mandated by federal 
regulations. As a result, the College held federal funds from one 
to six days more than allowed and earned $3,063 in interest to 
which it was not entitled. 
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• Roxbury Community College did not reconcile its Pell Grant 
payment records with a report ofPell Grant awards provided by the 
U.S. Department of Education. By not performing such reconcili
ations and not making corrections in a timely manner, the College 
risked exceeding its authorization and having insufficient funds to 
pay awards. Aprior audit noted that the College had used $10,433 
of its own funds to cover disbursements to students when its award 
authorization was exceeded. The current audit noted that the 
College had not yet processed the necessary paperwork to recover 
this funding . In addition, the College's policy for calculating 
refunds to certain students was not in full compliance with federal 
regulations. As aresult, some students received more Pell Grant 
funding and others less than that to which they were entitled. 

• Roxbury Community College was at least five months late in filing 
its required Fiscal Operations Report and Application to Partici
pate, a document essential to maintaining a school's eligibility for 
participation in federal financial aid programs. 

• Salem State College still had not established a system that 
monitors student attendance and promptly identifies financial aid 
recipients who have withdrawn from classes without officially 
notifying the Registrar's Office. As a result, the College could not 
identify, for these unofficial withdrawal cases, the refund amount, 
if any, due to students or to financial aid programs. 

• Salem State College, in 50% of cases tested, did not disburse 
student credit balances within the federally required 21-day time 
frame. As a result, students were delayed from 2 to 92 days in 
receiving credit balance disbursements, which can be used for 
noninstitutional costs, such as off-campus rent, food, and transpor
tation. 

• Salem State College did not ensure that available federal funds on 
hand were considered when making requests for federal funds . In 
addition, drawdowns were not limited to immediate disbursement 
needs. As a result, during fiscal year 1996, the College received 
excess federal funds totaling $11,830. 
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Special Audit Section 

The Lawrence 
Public School 
System 

30 

At the request of the Chairman ofthe State Board of Education and 
the Commissioner of the Department of Education (DOE) , the OSA 
reviewed certain expenditures ofthe Lawrence Public Schools for the 
period June 30, 1993 through March 31 , 1997. In addition to 
assessing internal controls and certain administrative activities, the 
audit reviewed expenditures made by the school system since the 
implementation of the Education Reform Law to determine how 
additional funding under this statute was being expended. Results 
ofthis audit follow . 

• The Lawrence Public Schools, from fiscal year 1995 through March 
31, 1997, made questionable expenditures totaling hundreds of 
thousands of dollars. These expenditures, which included $74,973 
in food for meetings and $174,116 for landscaping, were made at 
a time when Lawrence High School had inadequate science facili
ties, a leaking roof, and insufficient textbooks for bilingual classes. 
On March 15,1997, the New England Association of Schools and 
Colleges revoked the high school's accreditation. Expending funds 
on questionable items, in itself an imprudent administrative 
decision, was made more inappropriate by the condition of and the 
threatened revocation of accreditation for Lawrence High School. 

• The Lawrence Public Schools were not expending funds in accor
dance with budgetary guidelines promulgated under the Educa
tion Reform Act. Specifically, in the areas of books and equipment, 
expanded programs, professional development, and maintenance, 
the school system expended $8,878,423 less than what was recom
mended. Moreover, the school system did not submit to DOE an 
explanation for these variances as required. In addition, admin
istrative expenses were excessive in that they were over 118% 
higher than the national average . 

• The Lawrence Public Schools purchased $142,524 in goods and 
services without complying with all the requirements of state 
procurement law. As a result, the school system could not be 
assured that these purchases were obtained as economically as 
possible. In addition, 28 consultant contracts were noncompetitively 
bid, and at least 30 consu.ltants were performing services without 
having written contracts . 
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• The City of Lawrence received from the Commonwealth $4,093,179 
for health-related services provided by the Lawrence Public Schools 
to special-needs students, as well as $5,563,637 in federal Medicaid 
reimbursements for these same services . Because the state's 
formula for distributing Education Reform funds does not take the 
federal reimbursements, to which cities and towns are entitled 
under law, into consideration, the Commonwealth provided the 
City of Lawrence with over $4 million in excess funding. The 
Assistant Commissioner of DOE responded that measures were 
under consideration to address this issue . 

• The Lawrence Public School's administrative staff received fringe 
benefits totaling as much as $77,836 that were not disclosed, as 
required, on these individuals' tax forms. The audit also noted that 
some questionable benefits, such as free gasoline for personal 
vehicles, were provided to these individuals. 

• The City of Lawrence had not established policies and proc!edures 
to ensure that public works contractors were in compliance with 
the state's Prevailing Wage Law. City administrators could pro
duce documentation of compliance with this law for only one of five 
school public works projects undertaken in fiscal years 1996 and 
1997. As a result, there was inadequate assurance that four 
contractors paid the prevailing wage to their employees as re
quired by law. 
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Prior Audit Results: Corrective Actions 

Quinsigamond 
Community 
College 

Salem State 
College 

32 

A review of prior audit results is an important component ofeach 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. The following 
entities have taken corrective actions as recommended by the OSA. 

• The College has resolved an issue of insurance coverage for off
campus work-study students by amending its workers' compensa
tion contract to include them. 

• The College has assured, through written agreements, that for
profit organizations employing work-study students will pay 
applicable employer taxes. 



Initiatives 

Department of 
Education School 
Building 
Assistance 
Program 

Education Reform 
Act 

Student Financial 
Aid Programs 

Education Audits 

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

• 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 of payment and interest 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 reimburs
ing the community and will determine whether the community has 
refinanced and, ifso, whether the state is still paying the previous 
rate. 

• The OSA, on August 5, 1997, issued a two-part report on the 
Commonwealth's Education Reform Law. The report, which fo 
cuses on the implementation and monitoring ofthe law as well as 
progress under the law toward adequate and fair school spending, 
is available from the Office of the State Auditor at 727-2075 . 

• The OSA is continuing audits of federal student financial assis
tance programs at the Commonwealth's institutions of public 
higher education. 
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Human Services 
Audits 

During the report period, the OSA released 
five reports pertaining to human service 
activities, three of which were audits of 
vendors who contract with the Common
wealth to provide social services. 



Audit Results 

Deficiencies in 
Contract 
Procurement 

Human Services Audits 

The execution of formal contracts, in conjunction with adequate 
contract monitoring, helps to conta in contract costs and to ensure 
contract performance. The following entities needed to improve 
contract administration controls . 

• Fenway Community Health Center, Inc. , was granted a $50,000 
amendment to its HIV Prevention Project by the Department of 
Public Health (DPH) despite the fact that amendments such as 
this, which substantially change the specifications of the procure 
ment, are prohibited by state regulation. Further, the Center 
billed DPH under this contract and was reimbursed for $9,419 in 
expenses that it did not incur for purposes related to the contracted 
program. 

• Lena Park Community Development Corporation expended at 
least $1 ,089,835 for consultant services during the audit period 
without competitive procurement, formal contracts, or adequate 
contract monitoring. As a result, neither Lena Park nor the 
Commonwealth could be assured that these consultant service 
expenditures were necessary and proper. 

• Lena Park Community Development Corporation paid a catering 
company approximately $ 170,864 for preschool and after school 
meal programs without competitively procuring this catering 
service or entering into a formal written agreement. In addition, 
over $31 ,000 was spent to purchase unnecessary extra meals. 
Further, Lena Park did not disclose the fact that the program's 
meals were provided by a catering service, instead indicating on an 
application for free commodity foods , through the Massachusetts 
Department of Education (DOE) , that Lena Park prepared these 
meals in its own kitchen. As a result, DOE could not be assured that 
Lena Park's catering costs were necessary and proper, or that 
$15,881 in commodity foods were appropriately acquired and used. 
See page 94. 
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Accounting and 
Administrative 
Controls 
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Adequate accounting and administrative controls help to ensure 
that state funds are spent properly and efficiently. Several reports 
disclosed internal control weaknesses, which create vulnerabilities 
to waste and mismanagement and could result in lost revenues. 

• The Department of Public Health's Bureau of Substance Abuse 
Services had not established the required written policies and 
procedures for monitoring and evaluating program services to 
determine whether programs were being operated in an effective 
and efficient manner. Other monitoring activities ofthe Bureau, 
including licensing, did not produce information adequate for 
program evaluation, such as the number of times a patient was 
readmitted. Further, the Bureau did not effectively coordinate its 
substance abuse services with other services being provided, 
sometimes to the same clients, by the departments of Public 
Health, Correction, and Mental Health. 

• The Division of Medical Assistance Benefit Coordination 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 con
tinued to prevent the identification of absent-parent-related claims, 
which would have then been pursued in cooperation with the 
Department of Revenue's Child Support Enforcement Division. 
Further, the new information system in which the Unit planned to 
address this deficiency was abandoned as too costly. As a result , 
these records could not be differentiated for processing using the 
payment and reimbursement method mandated by federal regula
tions, and the Unit could not be certain that parental obligations 
for dependents' medical expenses were being enforced. 

• Fenway Community Health Center did not adequately maintain 
its financial records , which resulted in inaccurate and improper 
representations on its financial reports to the Commonwealth. 
Specifically, the Center did not properly allocate $166,120 in 
administrative revenue and did not adequately account for an 
additional $1,115,892 in direct and indirect costs. Because ofthese 
deficiencies in the Center's cost-accounting and reporting systems, 
the Commonwealth could not rely on the information provided by 
the Center during the audit period or adequately assess its activi
ties . 

• Lena Park Community Development Corporation had inadequate 
controls over payroll expenses billed to its contracts with the 
Commonwealth. Some pay checks were issued without the proper 
withholdings having been made; not all of the individuals who 
were paid as consultants were issued the requisite 1099-MISC 
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income information forms; and some ofthe forms that were issued 
represented payment for consultant services provided by full-time 
salaried employees of Lena Park, who should not have been eligible 
for additional compensation. Vacation pay advances totaling 
$11,714 were also issued to two employees without all of the 
appropriate withholdings for state, federal, and social security 
taxes having been made; and the officer in charge of payroll was 
issued $33,720 in twelve checks from which no withholdings were 
made. As a result of these questionable practices and lax payroll 
controls, Lena Park could not substantiate that all of its $8,501,225 
in payroll expenses billed to the Commonwealth were necessary 
and proper. See page 94. 

• Lena Park Community Development Corporation did not have 
adequate administrative controls in place regarding the use of 
agency telephones. Telephone lines could be used by staff members 
without restriction, and administrative staff did not review monthly 
telephone bills to ensure all calls were business-related. At a Lena 
Park child care site, where 18,741 calls, including long-distance 
calls, were made at a cost of$185,877, a telemarketing company, 
a religious center, and an aerobics class were inappropriately 
allowed by Lena Park to operate out of the facility and use its 
telephone system. These conditions resulted in excessive tele
phone costs charged to and reimbursed by the Commonwealth. 

• Lena Park Community Development Corporation had vending 
machines located in its offices, collected revenues by renting out 
the agency's hall and gymnasium, and allowed its former recre
ation director to operate a variety store in the lobby to help fund 
its operations. However, at least $38,269 in vending machine and 
hall rental fees was unaccounted for. Further, no rent was paid for 
the variety store, and Lena Park paid $208 for supplies for the 
store. 

• Lena Park Community Development Corporation's Board of 
Directors and administrative staff did not ensure that the goals 
and objectives ofthe organization were met in the most economical 
and efficient manner. Specifically, the former Executive Director 
awarded pay raises of as much as 54% to another Lena Park Officer 
and himself, even though the agency was experiencing a $268,851 
deficit. Also, hundreds ofthousands of dollars were expended for 
unnecessary, undocumented, and non-business-related items. 
Furthermore, the Board of Directors accepted incomplete and 
untimely financial information, did not take appropriate steps to 
address fiscal problems, and approved questionable expenditures. 
As a result, state program funds were not properly safeguarded. 
See page 94. 
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Administrative 
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(continued) 
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• North Central Human Services, Inc. , had not established and 
implemented adequate internal controls relative to its billings for 
program services and did not maintain accurate accounting records 
for service billings. Specifically, North Central was simulta
neously operating two independent accounts receivable systems, 
one for state contracts and another for insurance providers. Peri
odically, balances pending on the insurance billing system would 
be deleted and added to the state contract billing system, resulting 
in North Central receiving payment from both an insurance 
provider and the state for the same services. In this way, North 
Central overbilled the Commonwealth by at least $97,999. In 
addition, North Central did not have policies or procedures in place 
to properly identify eligibility for additional services permitted 
only for "priority clients" as defined by the Department of Mental 
Health (DMH). As a result, North Central was billing DMH for 
many "priority clients" who did not fit the DMH definition. Fur
ther, North Central clinicians identified to audit staff several 
clients who may have been eligible for additional services, but who 
were not reported to DMH as being "priority clients." Conse
quently, there was no assurance that services paid for by the 
Commonwealth were provided to the most appropriate clients. See 
page 96. 

• North Central Human Services, Inc.'s administrative staff did not 
employ sound management practices to ensure that North Central's 
goals were met in the most economical and efficient manner; that 
assets were properly safeguarded; and that transactions were 
properly authorized, reported, and recorded. The former Execu
tive Director of North Central did not establish adequate internal 
controls, utilized questionable budgeting practices, increased ex
penses despite declining revenues, and did not resolve significant 
personnel matters. Also, North Central's Board of Directors did 
not meet all of their oversight and management responsibilities, 
exemplified by the Board's failure to establish relevant policies 
and procedures even after a senior employee was accused by 
several staff members of sexual harassment. 

• North Central Human Services, Inc., had not developed adequate 
internal controls over its payroll operations. Specifically, North 
Central lacked documentation to substantiate approximately $1.4 
million in payroll expenses, did not utilize monthly expense 
budgets to monitor and evaluate its operations, and did not 
adequately train staff. As a result, North Central could not provide 
assurance that all payroll expenses were necessary and 
appropriate. 
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All state entities and private entities that receive public funding 
for the purchase of equipment are required to keep complete inven
tories offixed assets to ensure that the property is safeguarded and 
used for the purposes intended. The following reports identified 
areas where inventory controls needed improvement . 

• Fenway Community Health Center, Inc., did not maintain com
plete and detailed inventory records or perform regular invento
ries offurnishings and equipment as required. As a result, neither 
the Center nor the Commonwealth could be assured that the 
$1,013,813 in furnishings and equipment in the Center's posses
sion were properly safeguarded against loss, theft, or misuse . 

• Lena Park Community Development Corporation was not main
taining an accurate inventory of its furnishings and equipment 
items valued at more than $109,949. As a result, neither Lena Park 
nor the Commonwealth could be assured that these items were 
properly safeguarded against loss, theft, and misuse. 

39 



Human Services Audits 

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

• Fenway Community Health Center, Inc., did not use $30,459 in 
funds provided by the Department of Mental Health (DPH) for the 
Center's Men of Color Against Aids Project as DPH intended, but 
instead used the majority ofthe funds to purchase equipment and 
make leasehold improvements on the Center's buildings. Further, 
the Center billed DPH for $103,582 under cost-reimbursement 
contracts, which were unallowable and undocumented, and $72,550 
for questionable consultant costs. As a result, Fenway Comm unity 
Health Center may owe the Commonwealth as much as $206,000 . 

• Lena Park Comm unity Development Corporation charged at least 
$925,307 in questionable, unallowable, or inappropriate expenses 
against state contracts, calling into question all of the over $5 
million in reimbursements that Lena Park requested and received. 
Examples of these questionable or unallowable expenditures in
clude the provision of compensation and benefits to the former 
Executive Director totaling $402,706 in excess of what was allowed 
by his employment contract; $3,298 contributed to the former 
Executive Director's alma mater; reimbursement to staff members 
for $306,950 in expenditures, such as a $767 bill from Tiffany's, not 
all of which appeared to be business-related. Also, $64,209 was 
paid to the former recreation director without adequate documen
tation, $22,823 of which was authorized by the chief program 
officer, who was the former recreation director's wife. Addition
ally, Lena Park provided over $38,801 in scholarship funds even 
though policies and procedures regarding applications , eligibility, 
and selection were not in place . There was no evidence that the 
Board of Directors approved these scholarship expenses, the ma
jority of which were paid to individuals and not schools, and at least 
$14,013 of which went to relatives of Lena Park employees. 
Further, $55,110 in charges on a Lena Park corporate credit card 
were for expenses incurred by staff, including charges for food, 
beverages, and flowers. Excessive benefits , including fully paid 
health insurance, were also granted to select employees. As a 
result, Lena Park may be responsible for the return of hundreds of 
thousands of dollars to the Commonwealth. See page 94. 
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• North Central Human Services, Inc ., billed to state contracts at 
least $511 ,241 for questionable , unallowable , or inappropriate 
expenditures. Specifically, appointment books and logs indicated 
that North Central's staff, consultants, and program director had 
not worked the hours indicated on their timesheets. Also, six staff 
members received $30,100 in bonuses based on the number of 
clients served, contrary to state regulations which prohibit the use 
of state funds for the provision of fringe benefits that are not 
available to all employees. Moreover, because the incentive 
maximized the number of clients served, rather than rewarding 
quality service, the Commonwealth's interest in the care of the 
client may not have been served. Similarly, North Central 
provided additional vacation time and deferred compensation for 
certain staff members, and did not report the benefits, as required, 
to the Internal Revenue Service and the Massachusetts Depart
ment of Revenue. North Central also paid its Medical Director for 
at least $69,968 worth of work hours that could not be substanti
ated and leave to which he was not entitled. Consultant services 
were not under formal written contracts , and at least one consult
ant was paid for hours of service that could not be substantiated. 
North Central also expended $2,284 on such unallowable items as 
food and beverages, flowers, yoga classes, donations, a parking 
fine , and other items that were not related to the social service 
purposes of its contract and were therefore not reimbursable . See 
page 96. . 
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The following is an update of planned and ongoing initiatives in 
the area of human services . 

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

• The OSA is initiating an audit of the Massachusetts Senior 
Pharmacy program, which is jointly administered by the Execu
tive Office of Elder Mfairs and the Division of Medical Assistance. 
The audit will examine controls over pharmacy billings as well as 
compliance and programmatic issues, including outreach. 
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Judiciary/Law 
Enforcement Audits 

The OSA released fourteen judiciary/law 
enforcement audits during the report period, 
six of which disclosed or updated issues 
relative to accounting controls, bail funds 
accountability, fixed asset management, and 
program oversight. One of these reports 
reviewed information technology activities 
and is detailed in the Information Technology 
Audit section on page 70. 



Audit Results 

Deficiencies in 
Contract 
Procurement and 
Oversight 

Judiciary/Law Enforcement Audits 

The execution of competitively procured, formal contracts, in 
conjunction with adequate contract monitoring, helps to contain 
contract costs and to ensure contract performance. The following 
entity needed to improve contract administration controls. 

• The Statewide Emergency Telecommunications Board 
noncompetitively awarded three personnel contracts, each with 
obligation ceilings of more than $50,000, contrary to state service 
contract regulations that require all contracts exceeding $50,000 
to be competitively procured. Because the Board did not utilize the 
Request For Proposals process mandated, it could not be sure that 
it had contracted with the most qualified individuals at the most 
cost-effective prices. 

• The Statewide Emergency Telecommunications Board entered 
into a noncompetitively awarded, informal agreement with a 
police supply company to manufacture, market, and sell various 
items bearing the enhanced 911 logo created by the Board. The 
Ex~cutive Office of Public Safety's prior approval for the sale of 
items with the logo was not obtained by the Board as required. 
Further, an advertisement for the sale of these items designated 
a nonexistent "Public Education" fund as the beneficiary of any 
proceeds. After one year, the Board had not received any money 
from the sale ofthese items, and had made no attempt to determine 
whether any money was due. As a result, a possible revenue source 
was not maximized, and the sale of the agency's logo may have been 
Improper. 

• The Statewide Emergency Telecommunications Board, although 
required to lease vehicles in accordance with state competitive 
procurement laws, entered into a $92,000 lease for five cars 
without soliciting and receiving competitively procured bids, 
documenting need, or analyzing purchase versus lease alterna
tives. Moreover, two ofthe vehicles were leased for consultants, 
contrary to Executive Office for Administration and Finance 
instructions. The Board also provided full reimbursement for fuel 
and service costs and allowed full domiciliary privileges. Further, 
the Board later provided the Executive Director's vehicle to the 
Criminal Justice Training Council without requesting compensa
tion from this separate state agency. As a result, the Board paid 
$23,000 more than it would have paid had it utilized mileage 
allowances rather than leasing the vehicles, and also incurred 
other unnecessary expenses. 
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Adequate accounting and administrative controls help to ensure 
that state appropriations are spent properly and efficiently, and that 
funds raised through assessments, fines, fees, and forfeitures are 
appropriately collected, recorded, and disbursed. The following 
instances of internal control weaknesses were noted. 

• The Department of Public Safety (DPS) Cashier's Office did not 
have adequate internal controls over the collection, recording, and 
depositing of license fees. One employee was allowed total control 
over the recording of license fees received and licenses issued, the 
reconciliation of daily receipts and issued licenses, and the input 
oflicense transactions into the Department's database. As a result 
of this inadequate segregation of duties, license fee revenue was 
exposed to loss, theft, and misuse; at least one theft of funds 
occurred; and DPS's licensing database was manipulated in such a 
way as to preclude an accurate determination of the extent of 
license revenue losses. See page 93. 

• The Governor's Alliance Against Drugs (GAAD), organized under 
the Executive Office of Public Safety, did not have adequate 
internal controls over expenditures in that transactions were not 
recorded in a timely manner, documented, and properly classified. 
Furthermore, duties were not adequately separated to provide 
proper checks and balances as required under Chapter 647 of the 
Acts of 1989, the Internal Control Statute. For example, contract 
employees were responsible for preparing and processing their own 
payment vouchers. As a result, GAAD assets were not adequately 
safeguarded or accurately reported. 

• The Governor's Alliance Against Drugs (GAAD) was not adequately 
separated from a private nonprofit corporation called Governor's 
Alliance Against Drugs, Inc. (GAAD, Inc.). GAAD andGAAD, Inc., 
shared personnel, office space, expenses, and responsibilities. 
GAAD also supplemented GAAD, Inc.'s funding by paying some of 
the corporation's bills. Further, GAAD entered into a $49,000 
noncompetitively procured contract with a vendor for services to a 
conference sponsored jointly by GAAD and GAAD, Inc., contrary to 
Massachusetts regulations. GAAD, Inc., was later billed $6,575 for 
costs beyond the original GAAD contract, circumventing regula
tions requiring a contract amendment to be formally executed. 
GAAD, GAAD, Inc., and Massachusetts Neighborhood Crime Watch 
Commission funds were also inappropriately commingled, as Crime 
Watch funds were on deposit in GAAD, Inc.'s checking account. 
This commingling, combined with inadequate accounting records, 
resulted in instances of uncertainty with regard to funds available 
for each separate program. 
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• The Governor's Alliance Against Drugs (GAAD) had internal 
control weaknesses in the award and administration of its grant
funded programs. Specifically, there was no evidence to indicate 
that GAAD grants were awarded in keeping with the merit rating 
system that GAAD claimed to employ. Further, a $40,000 grant 
was awarded to GAAD, Inc. by GAAD, even though the two 
organizations were so closely interrelated that this may have 
presented a conflict of interest. Also, grantees received funds in 
advance of service provision instead of by reimbursement for 
programs, with little or no oversight or accountability. Grant 
funds of over $29,000 were also diverted from the approved grantee 
for a period of time so that GAAD could use the funds to pay staff 
salaries. As a result, the Department of Public Safety, the 
Commonwealth, and the federal government could not be assured 
that grant funds were expended appropriately and for the purposes 
intended. 

• The Governor's Alliance Against Drugs (GAAD) lacked written 
policies and procedures regarding official travel and did not fully 
comply with travel authorization procedures required by law. 
Travel expenses were inadequately documented; a credit card 
issued to GAAD, Inc., was used for GAAD's expenses; travel 
expenses were paid for contractors, a practice that is not allowed; 
and employees billed the Commonwealth for nonreimbursable 
commuting expenses. Also, prior approval was not obtained for the 
acceptance of accommodations and other expenses paid by the 
government of Aruba when GAAD employees traveled toAruba to 
arrange for the participation of Aruban youth in a later GAAD 
conference. As a result, the Department of Public Safety had no 
assurance that all travel expenditures and reimbursements were 
necessary and appropriate . 

• The Governor' sAlliance Against Drugs (GAAD) im properly awarded 
vacation time to the employees of contractors. As a result, not all 
resources which should have been available for the program were 
so utilized. 

• The Middlesex District Attorney's Office had not yet forwarded 
$61,593 in abandoned funds kept in the Office's secure storage area 
to the State Treasurer, contrary to the recommendations of a 
previous audit. As a result, the Commonwealth did not have use . 
of the funds, and the funds did not accrue interest. Further, all 
required efforts for the identification of individuals to whom the 
funds belong may not have been made, such as the publication of 
notices in newspapers . Funds, according to Massachusetts Law, 
are to be presumed abandoned if not claimed within three years 
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after the date of receipt or as soon as all claims filed in connection 
with them have been settled, whichever is longer. The office should 
forward abandoned funds to the State Treasurer and implement a 
monitoring system to ensure that abandoned funds 'are transferred 
on a timely basis. 

• The New Bedford District Court did not perform bank reconcilia
tions on a monthly basis to ensure the security of revenue. Also, 
revenues received from the Probation Department were not depos
ited daily as required, instead taking an average of 23 days to 
process, and leaving $63,654 on hand rather than in the State 
Treasurer's interest-bearing account. Further, 550 bail transac
tions totaling $247,527, which were unclaimed for more than three 
years, had not been forwarded to the State Treasurer in accordance 
with state law. As a result, use of the funds and any interest that 
would have accum ulated was lost, and all the required steps for the 
return of abandoned funds may not have been taken. 

• The Northampton District Court had inadequate internal account
ing controls over the depositing, recording, and reconciling of court 
cash receipts ; inadequate segregation of duties ; and inadequate 
fixed-asset management. Also, controls over bail funds were 
inadequate in that a monthly trial balance of bail funds was not 
prepared for the period July 1, 1994 through June 1995 until April 
1996. In addition, funds representing 68% of these cases, totaling 
$34,961 , were not turned over to the State Treasurer after three 
years as required. As a result, receipts were made vulnerable to 
loss, theft, or misuse; the Commonwealth did not have use ofthe 
funds or interest earned on the funds; and required steps may not 
have been taken for the return of the funds as appropriate. 

• The Statewide Emergency Telecommunications Board did not 
implement an internal control system or take any steps to comply 
with the specific requirements of Chapter 647 of the Acts of 1989, 
the Internal Control Statute. Specific weaknesses included a lack 
of segregation of duties in that one employee was responsible for 
receiving revenue, preparing deposits, and recording revenue, 
while another employee was solely responsible for the preparation 
and processing of vendor payments without supervision. Because 
the Board did not have adequate internal controls in place, its funds 
were subject to waste and misuse and, in some cases, were expended 
in a manner inconsistent with state laws and regulations. See 
page 95. 
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• The Statewide Emergency Telecommunications Board allowed 
contract employees to record hours worked each week by telephone 
for reimbursement, without supervisor verification. Similarly, the 
Board did not require , for either contract employees or Board 
managers , supervisory pre-approval for overtime, the disclosure 
ofthe reason that the extra work was necessary, or a supervisor's 
approval of actual hours worked. As a result of this lack of 
oversight, the Board became responsible for a $20,000 increase in 
contract obligations and for the accrual of forty weeks worth of 
compensatory leave time claimed by management employees. 

• The Statewide Emergency Telecommunications Board did not file 
annual reports of its activities with the Governor, the State 
Secretary, the Clerk ofthe House of Representatives, and the Clerk 
ofthe Senate in calendar years 1993, 1994, and 1995, as mandated 
by Chapter 6A, Section 18B, MGLs. 

• The Statewide Emergency Telecommunications Board did not 
comply with state law and the Comptroller's Internal Control 
Guide for Departments regarding timely deposits . Revenue re
ceived by the Board was deposited between one and 35 days 
subsequent to its receipt. The average number of days elapsed 
between receipt and deposit was 12, and 2 deposits totaling $362,694 
were made 35 days after the funds were received. Untimely 
deposits such as these deny the Treasury the use of the funds and 
result in the loss of investment income to the Commonwealth. 
Additionally, revenue not deposited is left vulnerable to possible 
loss , theft, and misuse. 

• The Statewide Emergency Telecomm unications Board expanded 
its functions and responsibilities to include call-handler training 
and public education, despite Massachusetts regulations that 
required the telephone companies to perform these functions in 
cooperation with municipalities. As directory assistance sur
charges collected by the phone companies were to pay for most of 
these expenses, the Board and a telephone company entered into 
a verbal agreement for the reimbursement of the Board by the 
company, from the directory assistance surcharge . The Board 
submitted an annual spending plan to the phone company which 
was used to establish an obligation ceiling. This assumption of 
duties by the Board was in direct conflict with an opinion issued by 
the Massachusetts Attorney General's Office to both the Board and 
the telephone companies. The Board subsequently incurred $10,500 
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in expenses deemed by the Company not to be prudently incurred 
in the furtherance ofthe implementation of enhanced emergency 
telecommunication services, did not recoup $48,631 ofreimburs
able fringe benefit costs , and exceeded the agreed-upon spending 
plan by $32,000. As a result, the Board assumed responsibility for 
financial obligations for which it did not have funds on hand and 
that were not in keeping with the purpose for which it was given 
its appropriation. Furthermore, to overcome its revenue shortfall, 
the Board utilized fiscal year 1996 reimbursements from the 
telephone company to pay prior-year debts, thus reducing funds 
available to meet current obligations, and also delayed payments 
to consultants. 

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

• The New Bedford District Court had not performed annual physi
cal inventories offixed assets and did not maintain complete and 
accurately valued inventory records as required. As a result, assets 
were not properly accounted for and were exposed to possible loss, 
theft, or misuse. 

• The Northampton District Court, as indicated in a prior audit, had 
not added property and equipment purchased for the operation of 
the Honor Court Program to its inventory records as required. 
Further, it was found that the court's inventory had not been 
updated in more than three years. 

• The Statewide Telecommunications Board had no written policies 
and procedures in place for the maintenance and upkeep of a 
property and equipment inventory, and the Board's only recording 
of equipment was an insufficient listing prepared in 1993. Fur
ther, the Board did not comply with the property loss or theft 
reporting requirements of the Internal Control Act. As a result, 
assets were exposed to possible loss , theft, or misuse . 
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The following examples of potentially improper charges, which 
reduce funds available for service provision, were noted. 

• The Statewide Emergency Telecommunications Board expended 
approximately $77,000 for goods and services which were not 
prudently procured or were not consistent with the furtherance of 
the implementation of enhanced 911 service. Questionable expen
ditures included the lease of vacation resort property; the purchase 
of jackets, shirts, and hats for personnel; and the installation of 
blue emergency lights in all Board vehicles. As a result, public 
funds may have been misused, and steps may need to be taken for 
their recovery. See page 95 . 

• The Statewide Emergency Telecommunications Board's former 
Executive Director used Board funds, personnel, and other re 
sources to support operations of a private nonprofit corporation 
and conduct activities for and pursue election to a national public 
safety organization. The decision to expend public funds in this 
manner was imprudent and may have violated fiduciary responsi
bility and state law. See page 95. 
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A review of prior audit results is an important component of each 
OSA audit. This follow -up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations. Corrective 
actions, based on OSA recommendations, were taken in the following 
instances . 

• The Office has adequately segregated duties so that no one indi
vidual has complete control over receiving, depositing, recording, 
and reporting forfeited funds . 

• The Court has corrected delays in the deposit of cash receipts, in 
compliance with the requirements of the Trial Court's Fiscal 
Systems Manual. Also, the court has improved its Honor Court 
Program's contract procedures. 



Initiatives 

Court Facility 
Rental Accounts 

Court System: 
Controls over Bail 
Funds 

Judiciary/Law Enforcement Audits 

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

• The OSA, in compliance with Chapter 203 of the Acts of 1988, is 
conducting its mandated audit of court facility rental accounts and 
the related accounts of any county, city, or town that receives 
payments for the provision of court facilities . 

• The OSA, based on results of recent audits of selected District 
Courts, plans to conduct a statewide review of bail funds . The audit 
will examine and assess financial and management controls over 
bail funds within the Trial Court System, as well as court compli
ance with laws, rules , and regulations regarding the maintenance 
of, accounting for , and depositing of bail funds. The audit will also 
focus on identifying outstanding bail funds that are owed to the 
Commonwealth. 
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Other Audit 
Reports 

During the report period, the OSA released 
15 other audits pertaining to various agencies, 
commissions,andfunds. Three of these reports 
reviewed data processing activities and are 
detailed in the Information Technology Audit 
section on page 70. 



Audit Results 

Deficiencies in 
Contract 
Management 

Other Audit Reports 

The execution offormal contracts that specify the scope of work to 
be done and the adherence to state regulations regarding contract 
monitoring help to ensure that contract costs are controlled, that 
contract performance meets expectations, and that the state's in
terests are protected. The following entities needed to strengthen 
their contract administration controls . 

• The Department of Veterans' Services paid for certain contract 
services rendered prior to the approved contract date. In addition, 
a review of three homeless veterans' shelters and nine veterans' 
outreach centers, which received Department funds totaling 
$1,700,000 and $700,000, respectively, disclosed that no documen
tation existed to verify that the Department complied with con
tract terms requiring site visits, client file reviews, and audits . As 
a result, the Department of Veterans' Services could not be assured 
that its contracted services were rendered in accordance with 
contract specifications and Commonwealth rules and regulations. 

• The Massachusetts State Lottery lacked monitoring procedures to 
ensure that its suppliers' billings complied with contract condi
tions. Specifically, the Lottery's contract with Scientific Games, 
Inc., for the purchase of instant game tickets stipulated that the 
company was giving the Lottery "most favored customer" status 
and, as such, would charge the Lottery "the lowest price" it was 
charging "under any contract entered into with any ofits custom
ers for similar products." However, Scientific Games entered into 
a contract with the state of California that violated this contract 
provision. As a result, the Lottery was potentially subject to nearly 
$400,000 in overbillings. This figure, which represents the differ
ence between $700,000 owed to the Lottery on the basis of prices 
charged to California and $317,685 already credited to the Lottery 
by Scienctific Games, is expected, on the basis of negotiations that 
were ongoing at the close ofthe audit period, to be recovered. 

• The Massachusetts State Lottery did not adequately prepare its 
lease Request for Proposals when relocating its office and ware
house space in Braintree. As a result, the Lottery paid $547,653 
for construction modifications through lease change orders, thereby 
increasing contracted moving costs by 155%. In addition, because 
the Lottery did not enforce its landlord's lease obligations regard
ing traffic signal installation, it expended $36,404 for paid traffic 
details from October 1, 1995 through December 13,1996 and was 
continuing to incur these costs at the close of the audit period. 
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Adequate accounting and administrative controls help to ensure 
that state appropriations are spent properly and efficiently, and that 
funds raised through assessments, fines, and fees are appropriately 
collected, recorded, and disbursed. The following instances of internal 
control weaknesses were noted. 

• The Department of Veterans' Services had several serious deficien
cies, including inadequate segregation of duties and supervisory 
oversight, in its internal controls over payroll and advance-fund 
management. As a result, conditions existed that allowed a former 
assistant commissioner with access to the state's computerized 
Payroll Management Information System to alter his federal and 
state payroll deductions by $11,000; to advance unauthorized 
funds to himself, including $4,600 in non-interest-bearing short
term loans; and to alter records to give himself three weeks of 
vacation pay totaling $3,002 to which he was not entitled. 

• The Department of Veterans' Services was cited in a prior audit for 
not making timely reimbursement payments to cities and towns. 
Specifically, reimbursements of nearly $2.7 million, representing 
75 percent of the costs incurred by municipalities for veterans' 
benefits for the last quarter of calendar year 1993, were not paid 
until 50 days after the mandated payment date established by 
Chapter 115 of the MGLs. Current Department documents indi
cated that the problem was unresolved in 1994, 1995, and 1996. In 
addition to being in noncompliance with state law, the Depart
ment, by not making timely reimbursements, may have placed an 
additional unnecessary financial burden on the requesting cities 
and towns. 

• The Massachusetts Aeronautics Commission did not ensure that 
all aircraft operating in the Commonwealth had valid Federal 
Aviation Administration (FAA) certification. While the Commis
sion did register aircraft, it obtained aircraft information from a 
commercial vendor whose data was not reconciled with FAA data 
and was possibly not complete. The Commission, in 1995, for 
example, listed 2,310 civilian aircraft, while the FAA database 
identified 3,626 registered owners or leasees of civilian aircraft in 
Massachusetts. Although the comparison of aircraft with owners 
is not precise, the fact that the FAA numbers were 1,316 (57%) 
greater than those of the Commission indicated that the Commis
sion probably was not registering all aircraft or maximizing 
registration-fee collections. 
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• The Massachusetts Aeronautics Commission owned two aircraft, 
which were used infrequently and, in some instances, for round
trip distances of 50 to 60 miles . In addition, when air transporta
tion was provided to other agencies and officials, the Commission 
did not charge for the service as required. Given these circum
stances, the retention of two aircraft did not appear to be economi
cally justifiable. 

• The Massachusetts State Lottery still had not developed and 
documented an internal control system as required under Chapter 
647 ofthe Acts of 1989. Internal control weaknesses were specifi
cally noted in the areas of accounts payable and receivable , 
expenditure monitoring, and contract compliance administration. 
In addition, the Lottery, while appropriately notifying the Attor
ney General, did not notify the OSA, as required under Chapter 
647, of a theft of funds involving illegal trafficking in Lottery 
coupons. See page 94. 

• The Massachusetts State Lottery did not maintain proper monitor
ing controls over its lease-payment obligations. As a result, the 
Lottery was billed $122,877 in late charges, of which vendors 
waived $81,830 and the Lottery paid $41,047. 

• The Massachusetts State Lottery, as of June 30, 1996, was owed 
more than $13.2 million from 1,106 sales agents. This accounts 
receivable balance represented a 191% increase over the $4.6 
million reported as owed as of June 30, 1995. Furthermore, over 
$10.5 million of the current balance due the Lottery had been 
outstanding for over 90 days, and $343,549 had been written off in 
fiscal year 1996 as uncollectible . The OSA recommended that the 
Lottery establish stronger monitoring and enforcement proce
dures in order to ensure timely collections or proceeds from ticket 
sales, as well as recovery of delinquent payments owed by its sales 
agents. 

• The Massachusetts Thoroughbred Breeders Association, Inc., 
misclassified a restricted-award payment of$100,000 from Suffolk 
Downs race track as general fund revenue. As a result, the 
Association improperly expended $47,565 of restricted fund rev
enues, which increased the Association's administration account 
and reduced its award payments in 1994. 

• The Massachusetts Thoroughbred Breeders Association, Inc., could 
not produce supporting documentation for 6 out of a sample of 24 
payments for administrative expenses. As a result, there was 
limited assurance that at least $26,484 in administrative expenses 
was allowable and appropriate. 
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OSA reports disclosed certain instances, as noted below, of 
noncompliance with various state laws and regulations. Such 
noncompliance could result in unnecessary or inappropriate expen
ditures, in loss of tax revenues, or in increased public health or safety 
risks . 

• The Massachusetts Aeronautics Commission was not registering 
pilots operating aircraft in the Commonwealth as required under 
Chapter 90 of the MGLs. As a result, neither the Commission nor 
the Commonwealth could be assured that all persons piloting 
aircraft in Massachusetts held valid pilot licenses issued by the 
Federal Aviation Administration as well as medical clearance to 
fly. 

• The Massachusetts State Lottery circumvented state laws and 
regulations in certain of its advertising agency billing arrange
ments and practices. Specifically, the Lottery forwarded to its 
advertising agency bills incurred by the Lottery for such items as 
ticket donations, golf tournaments, and a Christmas party. After 
the advertising agency paid these bills, it then billed the Lottery 
for reimbursement under the "Miscellaneous Billing," category, 
thus concealing within the advertising agency's monthly billings 
the name of the source provider and the nature of the goods and 
services purchased. This practice, which prevents oversight agen
cies from easily accessing original invoices and itemized transac
tions, and results in inaccurate and incomplete financial reports, 
is contrary to the Commonwealth's accounting and reporting laws 
and regulations. 

• The Massachusetts State Lottery used free lottery coupons to 
circumvent and exceed statutorily imposed advertising expendi
ture limits of $2.8 million for fiscal year 1995 and $400,000 for 
fiscal year 1996, as well as to conceal total operating costs and 
activities. This was accomplished by exchanging free lottery 
coupons for advertising services, thus providing the Lottery with 
an outside source of private funding from corporate sponsors to 
expand its advertising campaign. In addition to the statutory 
noncompliance noted, the audit cited several problems with free 
lottery coupon usage. First, revenues paid to municipalities were 
reduced due to increased prize money pay-outs associated with free 
lottery coupons. Furthermore, the Lottery did not have internal 
control policies and procedures to account for the distribution of 
free lottery coupons, did not know the cost of prizes paid on free
play coupons, did not know how many tickets were issued, and did 
not measure the results of the free -play strategy. Finally, free 
coupon usage distorted and concealed Lottery operating expenses, 
which resulted in inaccurate and incomplete financial reports. 
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Special Audit Section 

Agency 
Compliance with 
the State 
Comptroller's 
Year-End Closing 
Instructions for 
Cash and Revenue 
Management 

During the report period, the OSA released the following audits on 
revenue-related and programmatic issues. 

The OSA observed and reviewed procedures for depositing and 
recording cash and revenue at 67 state entities in order to determine 
whether all receipts received through June 30, 1996 were reported on 
the Commonwealth's official books of account and were deposited 
with the State Treasurer's Office in accordance with the Office ofthe 
State Comptroller's year-end closing instructions. This review was 
performed to ensure an accurate accounting and recording of revenues 
collected during fiscal year 1996 and also to improve the timeliness 
of collecting and depositing revenues in order to maximize non-tax 
revenue income. Although most agencies were complying with the 
Office of the State Comptroller's requirements, the following summary 
of results explains the nature and extent of certain agencies' 
noncompliance. 

• Seven state entities, consisting of five courts and two state 
agencies, did not properly account for a total of $64,503 in fiscal 
year 1996 revenue. Four ofthese entities, Attleboro District Court, 
Lowell District Court, Plymouth Superior Court, and Roxbury 
Community College, had been cited in prior audit reports for 
similar delays in depositing year-end revenues . 

• Eight state agencies did not properly maintain their billing and 
accounts receivable information on the state's automated system 
or did not accurately reconcile their receivable balances to the 
State Comptroller's monthly fiscal reports. As a result, their assets 
might not have been accurately accounted for or correctly stated 
on the books of the Commonwealth. 

• Twelve agencies did not deposit revenue receipts daily as required. 
Late transmittals expose funds to increased risk ofloss or theft and 
result in the loss of interest income and the timely use of the funds . 
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The OSA reviewed fiscal year 1996 outstanding encumbrance 
balances at 51 state agencies and advance-fund management at 76 
state agencies as of June 30, 1996. Agency compliance was found to 
be very high, with 97% of encumbrance transactions reviewed and 
99% of advance funds in conformance with the State Comptroller's 
year-end closing instructions. However, 17 state agencies had not 
fully complied with these requirements, as noted below. These issues 
were reported to the State Comptroller during the audit so that they 
could be considered in the Single Audit ofthe Commonwealth, which 
was conducted simultaneously by the OSA and other independent 
auditors . 

• Five state agencies had atleast one transaction in which expendi
tures were not charged to the appropriate fiscal year, or in which 
goods or services had not been received by the State Comptroller's 
established cut-off date . This finding indicated a significant 
improvement over prior years' reports in encumbrance manage
ment even in those agencies that were not yet in total compliance . 

• Twelve agencies did not properly account for fiscal year 1996 
advance funds by June 30, 1996. 
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Massachusetts 
General Laws and 
Regulations and 
with Federal 
Requirements for 
Selected Payments 

Local Aid Fund 

Other Audit Reports 

The Office of the State Auditor, in conjunction with the Single 
Audit of the Commonwealth, conducted a review of 89 transactions 
at 28 state agencies for the purpose of determining agency compliance 
with relevant state and federal laws and regulations. 

• The audit disclosed reportable conditions at five state agencies, 
including inadequate controls over accounts receivable, inad
equate documentation of transactions, and inadequate segrega
tion offinancial-transaction duties. 

The OSA was mandated, as of this audit period, to conduct an audit 
of the Local Aid Fund. Results ofthis review are summarized below. 

• The Local Aid Fund started fiscal year 1996 with a deficit of 
$76,760,000 from the previous year. During fiscal year 1996, the 
Fund was credited with $4,621,017,000 in revenues derived from 
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 operation. In addition, $1,191,000 from other reven ue 
sources was credited to the Local Aid Fund during fiscal year 1996, 
for a total of$4,622,208,000. The amount of revenue from the Local 
Aid Fund that was appropriated to the cities and towns as Direct 
Local Aid was $3,207,770,944. The net amount of revenue that was 
distributed to the cities and towns from the Local Aid Fund was 
$3,202,759,932. 

• In addition to the distribution defined as Direct Local Aid, other 
allowable expenditures totaled $2,051,566,068. Allowing for round
ing offigures, the total amount expended from the Local Aid Fund 
for fiscal year 1996 was $5,254,326,000. Disbursements from the 
Local Aid Fund exceeded revenues by $632,118,000 . This caused 
a corresponding reduction in the Local Aid Fund's balance, which 
was a $708,878,000 deficitfor the fiscal year ended June 30,1996. 
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Bottle Bill/Clean • The OSA, as part of an ongoing statewide audit examining whether 
EnvironmentFund the Commonwealth's Clean Environment Fund is receiving all 

amounts due from unclaimed bottle deposits, reviewed the impact 
on this fund of bottle purchases in Rhode Island and New Hamp
shire , two states that do not have Bottle Bill statutes. Results 
disclosed that between 10% and 15% of canned and bottled bever
ages sold in those states are redeemed in Massachusetts. The audit 
report estimated that this practice has deprived the Clean Envi
ronment Fund, which is the recipient of all abandoned deposits, of 
between $2,400,000 and $3,500,000 in deposit revenue . In addi
tion, bottlers/distributors have lost an estimated $1,100,000 to 
$1,600,000. 
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Tobacco Tax 

Other Audit Reports 

The OSAconducted an audit to determine compliance with Chapter 
64C, MGLs, a law passed by initiative petition increasing the tax on 
cigarettes and smokeless tobacco in order to establish and implement 
a Health Protection Fund. The statute specifies the areas in which 
expenditures may be made, including smoking prevention and 
cessation projects and programs. During the period January 1, 1993 
through June 30, 1994, the Department of Revenue collected 
$175,867,000 in additional tobacco taxes, which were deposited in the 
Health Protection Fund. The Legislature appropriated the majority 
of fund allocations to the Department of Public Health (DPH), the 
Department of Education (DOE), and the Department of Public 
Safety (DPS). These agencies, in turn, disbursed funds to 
municipalities, health and welfare organizations, and private vendors. 
Results ofthe OSAreview ofthese expenditures are detailed below. 

• DPH expenditures were found, generally, to be made in accordance 
with the purposes enumerated in the Health and Tobacco Law, as 
well as with approved grant budgets. The OSA review did disclose 
one overbilling of$12,230 by the Dana Farber Cancer Institute, a 
DPH vendor, and recommended that this amount be recovered. 
The audit also indicated instances of noncompliance with contrac
tual terms of agreement by various entities involved with program 
implementation, including expenditure and progress reports not 
being filed with DPH. Such noncompliance could hinder DPH from 
properly monitoring the finances and activities of grantees and 
from initiating timely corrective action. 

• DOE expenditures, which were principally made to school dis
tricts , were found, generally, to be appropriate. Expenditures by 
the school districts were, in turn, found to be in compliance with 
DOE budgetary and programmatic requirements . 

• DPS grants, which were awarded to 200 communities, as well as to 
certain state and county entities, were, generally, appropriately 
expended and monitored. However, the audit did note that commu
nities in some instances modified budget line items and shifted or 
adjusted budgetary information without the required approval of 
DPS. 
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The OSA conducted an audit of four agency projects that received 
a totalof$19, 178,000 for the purchase of computer equipment under 
the IT Bond Bill I. The purpose of this review was to test these 
agencies' planning, acquisition, utilization, and reporting procedures. 

• Review results indicated a need for improvements in estimating IT 
project costs and priorities . Two of the four agencies reviewed, the 
Massachusetts District Attorneys' Association and the Executive 
Office of Elder Affairs, were unable to fully implement their IT 
projects within the budget they were allotted. The inability to stay 
within budgeted amounts was due to time lags between original 
cost estimates and actual receipt offunds, as well as deficiencies 
in estimating certain costs . 

• The OSA recommended that the Commonwealth Information 
Technology Division expand its partnership role with agencies to 
assist in the cost-estimating phase of IT projects. 

• Subsequently, a second IT Bond Bill was enacted that included 
funds to enable the agencies referred to above to complete their IT 
Bond Bill I projects. 



Other Audit Reports 

Prior Audit Results: Corrective Actions 

The Department of 
Veterans'Services 

The 
Massachusetts 
State Lottery 

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 actions , 
based on OSA recommendations, were taken in the following 
instances. 

• The Department has strengthened controls over its fixed assets by 
establishing a perpetual inventory listing and properly tagging, 
recording, and reporting the value of all equipment items. 

• The Lottery has strengthened controls over its betting stations, 
the desk-like fixtures used by players to mark lottery tickets, by 
properly inventorying and tagging them, and by maintaining a 
master list identifying the precise location of each station. 
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The following are among the planned and ongoing 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 OSAis 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 ofreports, one of which has been issued. 

• The OSAis 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, seven 
of which were issued as of June 30, 1997. 

• The OSA is continuing its review of expenditures under Informa
tion Technology (IT) Bond Authorizations, which provide capital 
outlays for the acquisition and upgrade of major information 
technology systems. This audit will result in a series of reports, the 
first of which, a review offour projects funded under IT Bond Bill 
I , is detailed in this Semi-Annual Report. 



Massachusetts 
Highway 
Department Bridge 
Management 
Programs 

Single Audit of the 
Commonwealth 

Other Audit Reports 

• The OSA is conducting an audit of the Massachusetts Highway 
Department's bridge management programs, which will assess the 
adequacy of controls for constructing, maintaining, inspecting, 
and operating the Commonwealth's bridges . 

• During fiscal year 1998, the OSA will once again be a full partner 
in performing the "Single Audit of the Commonwealth." This audit 
constitutes satisfaction of the federal requirement to audit the 
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 
Revenue Management, and (3) reporting on agency compliance 
with the Office ofthe Comptroller's Year-End Closing Instructions 
for Encumbrance and Advance-Fund Management. 

As a partner in the "Single Audit," the OSA will also provide staff 
resources for the audit offederal programs to determine whether 
state agencies are in compliance with applicable federal rules , 
regulations, and laws. The OSA will conduct audit procedures that 
are needed to render an opinion on the Commonwealth's Compre
hensive Annual Financial Report , such as verifying certain ac
counts 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 expendi
tures to determine the MBTA's compliance with various federal 
and internal control requirements . In addition to conducting a 
variety of Single Audits, the OSA will also continue to assist 
housing authorities and other entities in meeting their responsi
bilities under the Federal Single Audit Act. 
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• The OSA is conducting a review of selected redemption centers, 
bottlers, and distributors throughout the Commonwealth to deter
mine their compliance with Chapter 94 of the MGLs (The Bottle 
Bill Statute). The review will include an examination of internal 
controls, financial records, and other applicable data, as well as 
oversight by the Department of Environmental Protection to 
determine whether the Commonwealth's Clean Environment Fund 
is receiving all amounts due from unclaimed bottle deposits. 



Other Audit Reports 
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Information 
Technology Audits 

During the report period, the OSA issued 
eight Information Technology (IT) audit 
reports and three management letters 
detailing strengths and weaknesses of 
internal controls within computer-related 
areas. In addition, because of the changing 
data processing environment throughout the 
Commonwealth, the ~SA's IT Audit Division 
continues to update survey information 
pertaining to computer-related operations. 
Results of this survey allow the IT Audit 
Division to schedule audit engagements based 
upon levels of risk to agency data centers or 
automated systems. 



Audit Results 

Disaster Recovery 
and Business 
Continuity 
Planning 

Information Technology Audits 

The primary audit responsibility of the IT Audit Division is to 
conduct internal control examinations of the Commonwealth's 
automated systems and processing environments. The objective is to 
determine whether sufficient controls are in effect to ensure that 
automated systems can be relied upon and that processing is being 
performed in an accurate, complete, and timely manner. The IT 
Audit Division conducts audits of application systems, systems under 
development, and data processing facilities. The IT Audit Division 
also performs integrated IT, financial, and performance audits . 

The overall objective of disaster recovery and business continuity 
planning is to ensure that critical and important computer operations 
can be promptly regained in the event of significant disruptions or 
loss of processing capabilities. Other contingency planning 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 system disruptions or failure . 

• The Alcoholic Beverages Control Commission (ABCC) had not 
developed written business continuity plans to address the loss of 
processing for its license tracking system or other systems operat
ing on its local area network (LAN) or on separate microcomputers. 
Furthermore, the Division of Banks, which operates the LAN file 
server used by ABCC, had no disaster recovery plans to regain LAN 
operations. In addition, although provision had been made for on
and off-site storage of backup media for most ABCC operations, 
ABCC did not have specific contingency plans to address a loss of 
processing for mainframe-based operations. The OSA recom
mended that ABCC perform a criticality assessment and risk 
analysis ofits automated operations, develop disaster recovery and 
business continuity plans for all mission-critical systems, and 
ensure that adequate recovery strategies and business continuity 
plans are developed, documented, and tested. 

• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement, in conjunction with its oversight agency, the Execu
tive Office of Environmental Mfairs (EOEA), had not implemented 
a written disaster recovery and business continuity plan for 
restoring computer functions in the event of a long-term loss to its 
automated systems. Although there was a disaster recovery and 
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business continuity plan at EOEA's Central Office, the plan was 
in a draft format and was inadequate for the Department's current 
information systems. The disaster recovery and business continu
ity plan should be continually updated to reflect changes in the 
processing environment and to protect information systems. In 
addition, although the Department was providing off-site storage 
for some computer-related media, it was not providing off-site 
storage for applications residing on its microcomputer systems. 
Because the Department has yet to develop a definitive written 
disaster recovery and business continuity plan in conjunction with 
EOEA's Central Office, the Department could experience signifi
cant delays in reestablishing critical and important processing and 
database functions should a disaster render its automated systems 
inoperable. 

• The Division of Employment and Training's (DET) disaster recov
ery plan for its mainframe applications lacked sufficient detail to 
serve as a comprehensive plan and did not identify a designated 
alternative processing site . The plan had not been formally tested 
and approved and did not address processing activities located at 
field offices. Should a disaster render the systems inoperable, the 
absence of business continuity planning could leave DET vulner- . 
able to disruptions in critical operations. The OSA recommended 
that DET renew its efforts to identify a backup facility for mission
critical processing and, based upon a criticality and risk assess
ment, develop policies and guidelines to support business continu
ity planning and minimize risks to the processing environment. 

• The Massachusetts Housing Finance Agency (MHFA) had not 
formulated an agency-wide recovery strategy for business continu
ity should significant disruptions or a loss of automated processing 
capabilities occur. Although MHFA had developed a plan, it was 
directed more toward computer room functions than the agency's 
automated operations. Because MHFA did not have an inclusive 
business continuity plan, it could experience significant delays in 
reestablishing the processing of automated systems should a 
disaster render these systems inoperable. The OSArecommended 
that MHFA evaluate its business continuity requirements and 
disaster recovery needs and develop appropriate policies and 
procedures, based on assessments of criticality and risk, to protect 
the entity from loss of critical information systems. In addition, 
the OSA recommended that MHFA identify the impact ofloss of 
electronic fund transfer capabilities with outside parties (Fleet/ 
Shawmut-Fidelity), and the effect on MHFA activities, and that 
the agency designate an off-site processing facility to support its 
business continuity plan. 



Information Technology Audits 

• Middlesex Community College had not documented or tested its 
IT-related disaster recovery strategies . Although administrators 
had developed informal procedures to use another college's auto
mated system in the event of a long-term loss of certain operations, 
there was no formal and tested business continuity plan for critical 
and important business functions , such as student registrations 
processed using minicomputers, or for important applications 
residing on microcomputer systems. The OSA recommended that 
College officials establish procedures to ensure that the criticality 
of systems is evaluated, that business continuity requirements are 
assessed, and that appropriate business continuity plans are 
developed. The OSA also recommended that the College evaluate 
the feasibility of using its alternate processing facility and estab
lish a , formal agreement with either that facility or another 
designated alternate processing facility and that any agreement 
for an alternative processing site be detailed, with adequate 
attention to accessibility and security. 

• Northampton Housing Authority had not detailed its recovery 
strategy in a documented disaster recovery plan. In addition, its 
reciprocal recovery agreement with another processing facility 
had not been updated to reflect the names and signatures of current 
Executive Directors. Further, security over backup copies taken 
off-site could not be assured since the copies were stored at 
employees' homes. The OSA recommended that the Authority 
document and detail its recovery strategy for all mission-critical 
and important data processing systems. With regard to off-site 
storage of computer media, the OSA recommended that the Author
ity use a location other than employee homes; that management 
assess the feasibility of using another Authority-controlled facility 
for off-site storage; and that a log be maintained identifying on -site 
and off-site copies of backup media. 

• The Worcester County Probate and Family Court had not devel
oped a comprehensive business continuity plan for restoring auto
mated systems should a disaster render data processing activities 
inoperable . Further, the Court had not identified any alternate 
processing sites to serve as backup processing facilities. The OSA 
recommended that the Court first assess the relative criticality of 
its automated systems and information technology. Based upon 
this assessment and an analysis of associated risks and exposures , 
the Court should develop and implement appropriate recovery and 
contingency strategies. 
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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 Worcester County Probate and Family Court's environmental 
protection controls over the room housing the Court's local area 
network (LAN) file server needed to be strengthened. The room, 
located in the basement of the Court, had a serious dust problem 
that caused the file server's disk storage device to "crash" on 
several occasions. In addition, the LAN administrator had to 
retrofit the Court's optical jukeboxes, or storage devices, by install
ing a filter inside the machines to prevent dust from damaging the 
systems. The Court relies on these storage devices for the image 
processing of probate records. The OSA also found that the room, 
which was being used for storage, did not have sufficient ventila
tion and that general housekeeping was less than adequate. 
Although this room had smoke detectors and hand-held extin
guishers, there was no automatic fire suppression system in the 
building. The room also did not have a water detector or adequate 
air quality. The OSA recommended that the Court consider either 
moving the LAN file server to another area with better environ
mental controls or improving the environmental protection con
trols in place within the area currently housing the system. 
Further, the OSA recommended that the Court develop and docu
ment guidelines and procedures regarding environmental protec
tion. 



Inventory Control 

Information Technology Audits 

State-owned or-leased computer-related equipment should be 
properly tagged with inventory numbers that should be recorded on 
a detailed inventory list. Furthermore, 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 Alcoholic Beverages Control Commission (ABCC) had not 
established policies or guidelines for the use of and accounting for 
microcomputer-based software . ABCC was not maintaining an 
inventory record of its software to indicate the number, location, 
cost, and date of purchase of these products and did not have 
adequate controls in place to ensure that only authorized software 
products were being used on microcomputer systems. As a result, 
ABCC could not adequately account for software ; identify the 
number of authorized copies of software; and prevent and detect 
installations of unauthorized or potentially illegal copies of soft
ware products. Ifundetected illegal copies of software were to be 
in use, ABCC would be in violation of copyright laws and at risk 
of possible legal action. Furthermore, because ABCC's fixed-asset 
inventory did not include software, the entity was not in compli
ance with the requirement that software valued over $100 be 
included on fixed-asset financial reports. 

• Bridgewater State College's inventory controls over IT-related 
equipment needed to be strengthened, particularly with respect to 
proper protocols for relocating equipment items. However, the 
College was in the process ofimplementing an automated physical 
inventory system that is expected to substantially improve the 
safeguarding of the College's computer assets . 
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• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement's records regarding computer hardware were not 
current, accurate, complete, and valid. Its inventory list was not 
updated, and many items were not tagged with Department 
identification numbers. In addition, required annual asset man
agement reports for fiscal years 1994 and 1995 contained errors. 
The fiscal year 1995 reports, for example, overstated by approxi
mately $607,584 the value of the Department's computer assets. 
The OSA's audit of inventory controls also indicated that surplus 
inventory was neither properly recorded nor properly authorized 
for disposal. As a result of these deficiencies, the Department could 
not be assured that its computer assets were properly safeguarded 
or accurately reported on financial statements. The OSA recom
mended that the Department maintain a complete perpetual 
inventory of computer-related assets, properly tag all equipment 
items, and ensure the proper recording and disposal of surplus 
property items. 

• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement did not maintain an accurate record of its software 
inventory. The Department maintained a list of software pro
grams authorized and available for use within the Department but 
lacked an actual detailed accounting and identification for all 
copies of authorized software installed on its microcomputer sys
tems and the local area network file server. As a result, the 
Department could not ensure that software was properly allocated 
to users or detect potentially illegal software copies. Inadequate 
recordkeeping could also have resulted in incorrect financial 
reports being submitted to the State Comptroller's Office. 

• The Division of Employment and Training (DET) did not maintain 
a complete inventory of its software products. Although a list of 
software used on the agency's mainframe systems could be gener
ated, it did not include cost or other software products installed 
throughout DET. Without a complete software inventory record, 
DET was unable to properly account for all copies of software or to 
accurately report the value of computer-related assets on financial 
reports. In addition, the absence of a complete inventory hindered . 
the agency from determining whether only authorized and legal 
copies of software were installed on automated systems at the 
Hurley Building, field offices, and opportunity job centers. The 
OSA recommended that DET's software inventory be maintained 
on a perpetual basis, reflecting changes in software records in a 
timely manner, and that DET periodically review software resid
ing on its automated systems to ensure that only authorized and 
legal copies are present. 



On-Site and Off
Premises Media 
8ackupand 
Storage 

Information Technology Audits 

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 Division of Employment and Training's (DET) location of 
permanent archival data storage tapes could not be readily ascer
tained, and the tapes were not reconciled to an inventory of what 
should have been in storage . The problem occurred when the 
vendor contracted to provide off-site storage for the archival tapes 
was purchased by another vendor. Due to what appeared to be 
inadequate communication between the vendor and DET, the 
exact location of the archival tapes was, at first, unclear. However, 
toward the end of the OSA's audit, the new vendor and DET had 
located the tapes and implemented an on-line system to record the 
inventory of all stored tapes. The OSA recommended that in the 
event of any future transfer or change in the storage of agency 
property, DET administrators be fully aware of the location and 
security of off-site storage media and have the capability for 
retrieving backup copies and other stored information. 
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Adequate physical security for a data center serves to minimize 
the risk of unauthorized persons breaching the security regarding 
the area housing valuable computer-related equipment and 
information. Proper security also minimizes the risk ofloss, damage 
to, or destruction of computer equipment. 

• The Massachusetts Housing Finance Agency's (MHFA) physical 
security controls over its computer room needed to be strength
ened. Although access to the computer room required a security 
card, entrance could be easily gained from an adjoining room by 
going over a four-foot high partition. The lack of a full-walled 
partition, with adequate means of egress from both rooms, placed 
agency hardware and software at unnecessary risk. The OSA 
recommended that MHFA strengthen physical security controls 
over its computer room by constructing a ceiling to floor partition 
that would separate the computer room from the adjoining room. 
Both rooms should have two means of egress for safety of personnel, 
and access to these rooms should be restricted to authorized 
personnel. 



System Access 
Security 

Information Technology Audits 

Industry guidelines or baseline controls advocate 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 policies 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 Fisheries, Wildlife and Environmental Law 
Enforcement's logical access security over the Department's local 
area network needed to be strengthened to ensure that only 
authorized users have access to the system. The audit found that 
no written policies and procedures existed regarding activation 
and deactivation of user IDs and passwords, password administra
tion, or written notification from the Human Resources Depart
ment of changes in employee status (terminations, leaves of 
absence,or transfers) . The absence of system access security 
controls contributed to a general lack of control over certain 
receipts and may have contributed to a theft of funds . The OSA 
recommended that the Department establish internal control 
policies and procedures for automated system security. The 
policies and procedures should detail appropriate activation and 
deactivation procedures necessary to provide reasonable assur
ance that only authorized users have access to automated systems 
and that their access level is appropriate to their job responsibility 
and authority. Specifically, policies and procedures should address 
authorizatiQn for system users, development of user IDs and 
passwords, authentication of users , establishment of audit trails, 
notification of changes in user status, frequency of password 
changes, and instructions to be followed in the event of an unau
thorized access attempt or unauthorized access . The policies and 
procedures should prohibit the sharing of passwords and should 
require that clerks sign offwhen leaving their assigned stations. 
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The Year 2000 issue stems from a problem contained in most 
business application systems, system utilities , and operating system 
software developed over the past thirty years . Typically, the 
software program uses only two digits to specify the year in the date 
field. Consequently, when the date becomes January 1, 2000, these 
systems will be unable to recognize the change in century and will 
assume the year is 1900. All agencies should be moving to address 
this potentially critical problem. 

• The Division of Employment and Training (DET) had not con
ducted a complete assessment ofits information technology envi
ronment to identify the impact on all DET systems and interdepen
dencies with outside parties, nor had it developed a documented 
plan to address needed changes to make DET's processing environ
ment Year 2000 compliant. Although there are software products 
available to assist in identifying date fields , an assessment must 
have a detailed inventory of all information systems, system 
utilities, operating systems, and other software, as well as support
ing hardware. Unless a more focused effort is made by DET to 
assess the problem and develop a viable plan, mission-critical 
systems may not be available when impacted by Year 2000. The 
OSArecommended that DET conduct a comprehensive assessment 
of the agency's information systems and technology environment, 
including all required interfaces with external systems, to identify 
the impact of the Year 2000. The OSA further recommended that 
·DET develop a formal plan outlining its strategy to identify, 
modify or convert, and test information systems and supporting 
technology impacted by Year 2000. 



Information Technology Audits 

Integrated Audits 

Inadequate 
Accounting and 
Administrative 
Controls 

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 admin
istrative and internal control weaknesses were noted: 

• The Alcoholic Beverage Control Commission's (ABCC) payroll 
recordkeeping needed to be strengthened to more effectively pre
vent and detect errors in payroll records for ABCC employees. The 
~SA's audit disclosed that, for employee balances for two selected 
weeks, there were nine errors, two of which could be considered 
material, affecting three employees. The OSA recommended that 
ABCC strengthen and more adequately document its payroll 
processing, including the preparation of time sheets; data entry to 
the state's automated payroll system; reconciliations between data 
entered into systems and originating source documents; and an
nual verification ofleave credits, pay rates, and other information 
critical to the integrity of payroll processing. Until these steps are 
taken, ABCC cannot be assured that its employees are receiving 
proper compensation based on time worked. 

• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement did not implement or exercise adequate internal 
controls over clerk/teller activities, mail-receipt procedures, and 
revenue receipts within its Division of Environmental Law En
forcement. Registration renewals received through the mail were 
not processed in a timely manner, and many checks were not 
promptly deposited. Further, there were no documented control 
procedures for settlements and reconciliations. These deficiencies 
created conditions under which at least one theft offunds occurred. 
This theft, admitted to by a clerk, was estimated by the Division's 
management to be approximately $12,000 over four years. In 
addition, the absence of audit trails, reconciliations, documenta
tion of registration and title cancellations, and over $247,000 in 
year-end transfer adjustments for fiscal years 1994 through 1996, 
indicated that funds well in excess ofthis amount may have been 
misappropriated. See page 93. 
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• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement did not take adequate steps to ensure that dealers of 
all- terrain vehicles (ATV s) and snowmobiles were properly certi
fied to purchase, sell, or exchange ATV s or snowmobiles. Although 
there were at least 84 dealers selling recreational vehicles and 
snowmobiles in the Commonwealth during the audit period, records 
at the Department's Division of Environmental Law Enforcement 
reflected that only 27 dealers had been issued certificates. In 
addition, no action was taken to ensure that all dealers were 
obtaining the required certificate or complying with additional 
regulations, such as submitting sales information that could have 
been used to verify that the vehicles were properly registered and 
that sales taxes were paid and submitted to the Commonwealth. 
One of the most serious control deficiencies noted in the audit was 
the absence of separation of duties or review of the supervisor's 
work pertaining to the dealer certificate process. The Division's 
office supervisor had total responsibility for processing dealer 
certificate applications and receipt of associated fees. This lack of 
separation of duties and supervisory review created conditions in 
which irregularities relating to the financial portion of dealer 
certificates at the Division occurred. Because of a lack of internal 
controls and poor accounting practices, the OSA's audit deter
mined that the records for this area for fiscal year 1995 were 
unauditable, that funds were vulnerable to theft and misuse, and 
that a substantial number of recreational vehicles were sold by 
uncertified dealers who did not provide purchasers with required 
safety literature. 

• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement had in excess of$200, 000 in delinquent or uncollectible 
revenue due from the sale of hunting, sporting, fishing, and 
trapping licenses and primitive firearm, wildlife, and archery 
stamps by sales agents in the Commonwealth. Although a surety 
bond was required by each selling agent in the amount of $6,000 
to protect the Commonwealth when license revenue is in default, 
delinquent funds in some instances exceeded the surety bond, or 
the surety bond had expired. Furthermore, although a procedure 
for the timely collection of revenue existed, the Department's 
Division of Fisheries and Wildlife was behind in efforts to bring 
agents' delinquent accounts up to date. For example, 30- 60- and 
90-day notices were not being sent as required by the formal 
procedures. In addition, private selling agents were not required 
to maintain a separate account for funds received from the selling 
of state stamps and licenses but could commingle this revenue with 
their daily business activity and use state funds to cover business 
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or personal expenses. Furthermore, when payment plans were 
instituted, they were not subject to penalties or interest charges. 
In one instance, a payment plan would have taken twelve years to 
relieve the debt. Because the Division lacked adequate control 
procedures, some of these payment plans resulted in further 
delinquencies and additional uncollectible funds . Since the Divi
sion had not performed a delinquent account reconciliation for 
current activity, the OSA was unable to estimate any additional 
amounts offunds in arrears that might be uncollectible. The OSA 
recommended that the Division strengthen its efforts to collect 
overdue funds owed the Commonwealth by notifying delinquent 
parties in a timely manner and by more aggressively pursuing 
overdue payments. The Division should consider the use of a 
collection agency to assist with the collection of delinquent funds, 
to strictly enforce the payment plans pertaining to delinquent 
accounts, and to utilize their internal surety bond status reports 
more effectively when delinquent accounts exceed the amount of 
the surety bond. 

• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement was not ensuring that total license and stamp stock 
issued per agent was balanced against licenses and stamps issued 
plus unsold license stock and stamps returned per sales agent. The 
OSA's audit disclosed that preaudit license reconciliations were 
not being performed; that internal control procedures for the 
allotment and return of licenses were not formally documented; 
and that the manually administered master log for the allotment 
of additional licenses contained data entry errors . Furthermore, 
while attempting to reconcile licenses issued for fiscal.year 1995, 
the OSA discovered an error in the formula for the database to 
calculate the number oflicenses issued. The OSA also found that 
vendor signatures were not being obtained by the Department's 
Division of Fisheries and Wildlife to confirm which license books 
or stamps had been issued or returned for credit by the sales agent. 
In one instance noted during the audit, the inability to provide 
proof of delivery resulted in a revenue loss of approximately 
$6,500. The failure to adequately monitor license agents and 
perform year-end reconciliations of licenses and stamps, which 
was noted in a prior audit report, could result in additional revenue 
losses to the Division and the Commonwealth. The OSA recom
mended that the Division implement a "license/stamp allotment 
delivery log" to be used in the shipment of all license and stamp 
materials to license agents. Signatures of all license agents should 
be required at the time of the delivery oflicenses and stamps, and 
all signed log sheets should be forwarded to the program coordina-
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tor in the Division's Boston office. The Division of Fisheries and 
Wildlife should perform a calendar year-end reconciliation of 
licenses to the receipts register as recommended in the OSA's prior 
audit. 

• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement had not performed a year-end preaudit reconciliation 
oflicenses returned by cities, towns, and stores to the Division of 
Fisheries and Wildlife program coordinator for the calendar years 
1990 - 1994. Furthermore, although 29,325 calendar year 1994 
licenses for hunting, sporting, fishing, and trapping were de
stroyed by Division personnel in January 1995, no preaudit recon
ciliation or authorization by the Office of the State Auditor to 
destroy the licenses was requested. In addition, no certification 
was signed, and no notification was given to the State Surplus 
Property Officer. As a result, the Division was impeded from 
reconciling revenue received to the receipts register and was 
placed at risk of possible theft or fraud . The OSA recommended 
strict adherence to laws and regulations pertaining to the destruc
tion of records and retention of licenses remaining at year-end 
until a complete reconciliation of licenses can be accomplished. 

• The Massachusetts Housing Finance Agency's (MHFA) payments 
of $632, 187 to three executive employees who had resigned their 
positions did not comply with its own policies and procedures. 
These payments, which had the appearance of a severance pack
age, consisted of a combination of continued salary payments 
ranging from one to two years after resignation and payments of 
100% of all accumulated sick and personal leave . The continued 
salary payments allowed the individuals to earn additional years 
of service toward their retirement and minimize the impact on 
their personal taxes by spreading the payments over the desig
nated period. Although payments for accrued vacation time 
totaling $42,000 were allowable, the payments made in regard to 
unearned salary and accumulated sick leave amounting to $632, 187 
were not . Specifically, the MHFA policies and procedures manual 
states that for Sick Leave Buy-back Upon Retirement "Employees 
who retire from the Agency will be paid twenty percent (20%) of 
their earned sick leave at the time oftheir retirement. Employees 
who terminate their services with the Agency prior to retirement 
are not entitled to any monetary compensation for their earned 
sick leave." Given that the purpose of the policies and procedures 
is to ensure that funds are properly expended, the .severance 
payments represented a questionable management decision and 
gave the appearance of impropriety. 
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• The Massachusetts Housing Finance Agency (MHF A) was spend
ing $232,332 a year to maintain a fleet of 19 leased vehicles. 
Although MHF A had gone out to bid for leased vehicles and had 
selected the lowest solicited bid, more economical alternatives 
were available. For example, by leasing vehicles from the state's 
Operational Services Division, rather than from its present ven
dor, MHFA would have saved $169,176 in 1995. Agency adminis
trators were apparently unaware of the option of using the 
Commonwealth's motor vehicle pool. Additionally, they believed 
that they had exercised reasonable judgment when they solicited 
bids from three area automobile dealerships. The OSA also 
recommended thatMHFA assess the viability of options available 
through the Commonwealth and the feasibility of a combination of 
leased and requested vehicles. MHF A should also review the 
contract terms of the lease to identify options for canceling, 
reducing the number of vehicles leased, or renegotiating the lease 
arrangement. 

• The Massachusetts Housing Finance Agency (MHFA) was spend
ing approximately $600,000 per year in excess of its office space 
requirements . The OSA observed that approximately twenty-five 
percent of the space available to the agency was not being used and 
that projected use did not indicate a significantly higher space 
utilization. Although MHFA had conducted an analysis of space 
requirements before moving to its current location at One Beacon 
Street, projections for employee growth did not materialize due to 
cutbacks in federal government funding. It is the OSA's under
standing that MHF A could renegotiate its lease in 1999 to exercise 
the option of vacating one of the floors it currently occupies. This 
would yield a savings of approximately $607,000 as well as an 
improved utilization of office space . If MHFA were to renegotiate 
for the remaining five years of its current ten-year lease, the 
potential cost savings would be over $3,035,000. 
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• The Massachusetts Housing Finance Agency's (MHFA) expenses 
for travel and entertainment incurred during fiscal year 1995 were 
not all supported by adequate documentation, and some expenses 
appeared questionable in relation to the business nature of the 
agency's activities . Based on a sample of 47 ofthe 1,065 expense 
items available , the OSA identified $8,358 of $38, 121 as lacking 
adequate explanation or not sufficiently identifying business 
purpose . Although receipts for most expense items were provided, 
adequate explanations were not given as to the need for travel to 
seminars and conferences, and the names and number of people 
invited to hospitality dinners were not always included. Although 
reimbursements for expenses were generally submitted and pro
cessed in a timely manner, two invoices from an MHFA Board 
member for expenses incurred in February 1991 were submitted 
and paid four years later, in February 1995. The OSA recom
mended that MHFA document and implement a more comprehen
sive statement of policies and procedures regarding travel and 
entertainment to ensure that only authorized expenditures are 
made and that sufficient explanation is provided. This policy 
should reflect, at a minimum, the justifiable costs of business 
travel, meals, and entertainment, including the requirement that 
only business clients' costs may be covered. 

• Northampton Housing Authority's controls needed to be strength
ened over cash disbursements, especially relative to the account
ability and issuance of replacement checks. The OSA found nine 
instances where checks that were manually generated to replace 
system-generated checks had the wrong vendor name on them. 
Although the system-generated checks were voided, the system 
reflected the wrong check number, and the vendor file was not 
changed to record the correct vendor name. In addition, the OSA 
found one instance of the issuance of a replacement check in the 
amount of approximately $1 ,100 to a vendor without placing a stop 
payment order on an original lost check. Although the above 
conditions, taken individually, do not appear to be serious, they do 
indicate control weaknesses that increase the potential risk ofloss 
offunds and inaccurate revenue reporting. 
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All state entities and private entities that receive public funding 
for the purchase of equipment are required to keep complete 
inventories of fixed assets in order to ensure that property is safe
guarded and used for its intended purposes. The following reports 
identified areas where inventory controls needed improvement. 

• The Department of Fisheries, Wildlife and Environmental Law 
Enforcement's inventory of primitive firearm, wildlife , and ar
chery stamps was not being properly protected. According to the 
Department's Division of Fisheries and Wildlife administrators, 
due to space constraints , the considerable inventory of printed but 
unissued stamps was being stored at the Division's headquarters 
in open boxes in an unsecured area. In addition, the Division was 
not maintaining an inventory record ofthese stamps. Under these 
circumstances, it would be possible for anyone within the Division's 
offices to take stamps without detection. Because these stamps, 
some of which are collectors' items of considerable value, were not 
maintained in a secure environment, the Division was vulnerable 
to fraud and theft. The OSA recommended that these stamps be 
inventoried on an annual basis and stored in a secured environ
ment and that the Division assess the value of unissued stamps 
that could be considered collectible . 

• The Massachusetts Housing Finance Agency's (MHFA) fixed-asset 
inventory was not up-to-date; equipment locations were incorrect; 
a large number of computer printers were without agency identi
fication tag numbers; and cost figures and acquisition dates were 
not provided. MHFA's relocation and an influx of a large amount 
of furniture and equipment, purchased at a cost of $640,000, 
apparently prevented the timely tagging and listing of assets 
received. Although MHF A tried to take corrective action by hiring 
a consultant to tag equipment and record purchases, deficiencies 
still existed in the internal control system. Without an accurate 
and complete fixed-asset inventory, MHFA could not be assured 
that it was properly accounting for and safeguarding its property 
and equipment. 
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• Middlesex Comm unity College had not developed a master inven
tory record of all property and equipment, including computer 
equipment, software, office equipment, and furniture and had not 
performed an annual physical inventory since 1993. Because there 
was no master fixed-asset inventory record with cost figures 
included, the total valuation ofthe College's information technol
ogy-related assets could not be readily determined and, in fact, had 
not been reported, as required, on financial statements filed with 
the State Comptroller. As a result, the College could not be assured 
that its property and equipment, including information technology 
assets, were properly safeguarded and could not file accurate, up
to-date management asset reports. 

• Worcester County Probate and Family Court had not conducted an 
annual physical inventory since April 1994, and the OSA found 
more than $50,000 in equipment that was not included on the 
Court's inventory record. As a result, the Court could not be sure 
that its fixed assets , including computer hardware and software, 
were properly safeguarded or accurately recorded on its books. 
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Prior Audit Results: Corrective Actions 

The Alcoholic 
Beverages Control 
Commission 
(ABCC) 

Bridgewater State 
College 

The Division of 
Employment and 
Training (DET) 

A review of prior audit results is an important component of OS A 
audits . A follow-up review helps to monitor and recognize agency 
compliance with OSArecommendations. The following entities have 
taken corrective actions based on OSA recommendations . 

• ABCC's investigative unit has strengthened administrative con
trols by implementing written policies and procedures for random 
inspections that are performed at establishments that sell or 
distribute alcoholic beverages. 

• The College has strengthened its systems access controls by more 
frequently changing computer system passwords and by imple
menting a procedure for notifying the Information Systems 
Department of changes in employee status. 

• The College has taken important steps in the area of business 
continuity planning for computer operations, including the acqui
sition of a Recover-All Plan for off-site storage of backup computer 
media. Daily incremental backups are being performed each 
weekday evening, and full backups, putting all files on disks, are 
being performed weekly. 

• DET has implemented controls to provide reasonable assurance 
that fixed assets are properly accounted for and safeguarded, 
including the establishment of written policies and procedures. 
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The following are planned and ongoing initiatives ofthe IT Audit 
Division. 

• The IT Audit Division will be implementing new auditing method
ologies for information technology audits. The new methodologies 
will be developed in accordance with a set of "best practices" 
designed for IT management, which was recently published by the 
Information Audit and Control Foundation known as "Control 
Objectives for Information and Related Technologies" (COBIT) . 
COBIT is based on 18 sets of standards from around the world and 
was designed to track the processes typically encountered in data 
processing operations. COBIT is comprised of32 process-oriented 
areas , supported by a total of 271 control objectives. The IT Audit 
Division's audit work programs and internal control question
naires will be updated appropriately with an objective to more 
closely frame IT audits in accordance with COBIT-identified IT 
processes and to increase audit emphasis on information integrity. 
The IT Audit Division will use COBIT as a primary standard of 
examination criteria for audits of information systems and pro
cessing environments. In so doing, the OSA will be among the first 
state audit agencies to adopt these new auditing methodologies. 

• The IT Audit Division is conducting a survey of state agencies 
within the Executive, Judicial, and Legislative branches, as well 
as constitutional offices and independent authorities . The survey 
is intended to provide a means of assessing levels of awareness and 
plans for confronting the Year 2000 challenge, and to identify 
where assistance may be required. In addition, a limited number 
of on-site interviews were conducted with selected agencies to 
obtain a more in-depth understanding oflevels of awareness and 
preparedness for data processing after the turn of the century. A 
summary report and conclusions will be provided to agencies and 
other interested parties. In addition, the OSA is planning to 
conduct periodic surveys throughout the remainder of this cen
tury. 
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Enforcement 
Assurance 

In carrying out its responsibility to help 
ensure compliance with state and federal 
law, the OSArefers audits that disclose seri
ous possible violations onaw to enforcement 
authorities, including the Office of the Attor
ney General and District Attorney's Offices. 
In addition, the OSA responds to specific 
requests, including requests to assess the 
control environment and confirm the amount 
of funds missing at agencies that are not 
complying with Chapter 647 of the Acts of , 
1989, the Internal Control Statute. Enforce
ment activities during this report period, 
including agreements for restitutions of 
funds, are detailed below. 
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Joint Reviews 

The Department of 
Fisheries, Wildlife 
and Environmental 
Law Enforcement 

The Department of 
Public Safety 
(DPS) 

• Serious internal control deficiencies for which the Department had 
been cited in prior OSA audit reports created conditions under 
which a theft of funds occurred at its Division of Environmental 
Law Enforcement. The Director of the Division reported the theft 
to the Office of the Attorney General, along with information that 
a staff member admitted to taking the funds . The staff member 
subsequently pled guilty to the charge of larceny over $250. He 
received a suspended six-month sentence on the condition that he 
perform 100 hours of comm unity service, attend a drug counseling 
program, and repay $5,000 to the Department. While the OSA 
recognized that the Department had initiated some internal con
trol improvements, compliance with requirements that receipts be 
deposited and reconciled daily was not yet sufficient to properly 
safeguard Department funds. 

• At the request ofthe Acting Commissioner ofDPS, the Office ofthe 
State Auditor and the Attorney General conducted cooperative 
investigations of a potential theft of license fees. The OSA review 
disclosed that internal controls over the collection, recording, and 
deposit of license fees at DPS were seriously deficient. Specifically, 
one person, DPS's former head cashier, had total control over 
accounts receivable activities, including the recording of license 
fees received and licenses issued, the reconciliation of daily re
ceipts and issued licenses, and the input of license transactions 
into DPS's database. As a result of this inadequate segregation of 
duties, license fee revenue was exposed to loss, theft, and misuse; 
funds were stolen; and DPS's licensing database was manipulated 
in such a way as to preclude an accurate determination of the 
extentoftotallicense revenue lost. On January 24,1997, the Office 
ofthe Attorney General announced that DPS's former head cashier 
pled guilty to larceny and the publishing offalse written reports. 
He was given a two-year suspended sentence and was ordered to 
pay $51,000 in fines, penalties, and restitution. 
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• The OSA referred to the Office of the Attorney General its audit 
disclosing the possible misappropriation of funds at Lena Park. 
Among the numerous questionable activities noted, Lena Park 
charged to state contracts thousands of dollars for consultant 
services and supplies that were never purchased and transporta
tion costs that were not incurred, provided excess compensation 
and fringe benefits totaling as much as $407,706 to a former 
Executive Director, made at least $263 ,044 in unallowable or 
inadequately documented reimbursements to administrative staff, 
and inappropriately allocated at least $55,110 in corporate credit 
card charges. Since the state provided a significant portion ofthe 
funds that were misused by Lena Park, the audit concluded that 
reimbursements of hundreds ofthousands of dollars were due the 
Commonwealth. This audit was also referred to the U .S. Attorney's 
Office, the Internal Revenue Service, and the Massachusetts 
Department of Revenue. 

• Internal control and program deficiencies at the Lottery created 
conditions under which a theft offunds occurred. Lottery officials 
reported this theft to the Attorney General and worked with his 
office and the U .S . Postal Inspector's Service to uncover a scheme 
involving illegal trafficking in at least $100,000 worth of Lottery 
coupons . Criminal charges were eventually brought against five 
owners and employees oftwo Springfield convenience stores. One 
employee has since pled guilty to fraud; charges against the other 
defendants were still pending as of June 1997. The OSA audit cited 
continuing weaknesses in accounting practices, contract manage
ment, collection procedures, and controlling the use of free play 
coupons, and recommended that remedies be implemented as soon 
as possible. 

• Serious deficiencies in the Authority's internal control practices 
resulted in the misuse of $18,332 in state and federal funds, a 
determination based upon the results of an investigation by the 
Office ofthe Attorney General and the OSA's expanded review of 
the Authority's administrative operations. The Attorney General's 
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investigation led to recovery, from the Authority's former Execu
tive Director, of$17,386. At the close of the audit period, criminal 
proceedings against the former Executive Director were still 
pending. The OSA cited lack of segregation of duties as the 
Authority's major internal control weakness and indicated that 
until corrective action was taken, there would be inadequate 
assurance that state and federal funds entrusted to the Authority 
were properly safeguarded. 

• The Attorney General informed the OSA of an investigation he had 
begun into possible financial improprieties at the Statewide Emer
gency Telecommunications Board. The OSA responded by conduct
ing a review of internal controls relative to the Board's expenditure 
of state-appropriated and business surcharge-generated funds. 
The OSA determined that the Board's control environment was 
inadequate to safeguard against losses or thefts of funds and 
property. Financial transaction duties were not separated and 
supervisory oversight was weak. The audit also cited imprudent 
and unallowable expenditures, including insufficiently documented 
payroll expenditures, and deficiencies in the awarding and admin
istering of contracts. Finally, the Board's former Executive 
Director, whose activities were insufficiently monitored, utilized 
state resources to support the work of a private nonprofit corpora
tion. At the close of the audit period, these matters were still under 
review by the Office of the Attorney General. 

• The Executive Director of the Authority reported to OSA auditors 
that a tenant in the Authority's Federal Section 8 Rental Assis
tance Program was also receiving rental assistance from the 
Hampden Hampshire Housing Partnership (HHHP) , a nonprofit 
agency that administers state rental assistance programs. The 
audit confirmed that the tenant had received a subsidy of$188 per 
month from HHHP since January 1, 1990 and a subsidy of$284 per 
month from the Authority since October 1, 1995. As a result, the 
landlord received $3,970 in ineligible rental payments from the 
Authority for the period October 1, 1995 through November 30, 
1996. At the close ofthe audit period, this matter remained under 
investigation by the Office of the Attorney General. 
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• As a result of information originally referred to the Office of the 
Attorney General and the U.S. Attorney's Office by the OSA, an 
investigation was undertaken that uncovered a complex scheme 
for defrauding service providers, the Commonwealth, and the 
federal government. Five individuals, who used a system of 
"straw" companies to inflate prices, bill fees for services never 
rendered, and accept kickbacks from contractors, have pled guilty 
to conspiracy and mail fraud charges. One individual was sen
tenced to 30 months in prison and ordered to pay $500,000 in 
restitution. Four other individuals are awaiting sentencing. 

• As part of a corrective action plan in response to OSA audit findings 
of overbillings and unallowable expenditures, North Central has 
agreed to repay the state $546,253 in cash and in-kind services. 
The agreement, which the agency worked out with the Department 
of Mental Health, requires North Central to provide the state with 
$240,873 in in-kind services over five years and to repay the 
balance of $305,380 in 84 monthly installments. The agreement 
also includes procedures to strengthen controls over billing and 
expenditures. 
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Division of Local 
Mandates 

The Division of Local Mandates (DLM) was 
established 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 anypost-1980 law 
or regulation imposing service or cost obligations on 
cities, towns , regional school districts , or educational 
collaboratives shall be effective only iflocally accepted 
or fully funded by the Commonwealth. Any protected 
party aggrieved by such a law or regulation may 
petition Superior Court to be exempted from compliance 
until the necessary state funding is provided. DLM's 
determination of the cost imposed may be offered as 
prima facie evidence of the state funding necessary to 
sustain the mandate . 

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

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

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

OSHA Standards Proposed State Regulation 

The DepartmentofLabor and Workforce Development (DLWD) 
requested an opinion concerning its regulatory proposal to replace 
existing state workplace safety regulations with standards required 
under the federal Occupational Safety and H ealth Act . DLWD 
considered this action in fulfillment of Executive Order 384, which 
requires agencies to review each regulation under its jurisdiction and 
to retain "only those regulations that are mandated by law or 
essential to the health , safety, environment, or welfare of the 
Commonwealth's residents ." In order to find that a regulation meets 
this standard, the agency must demonstrate (among other things) 
that "the costs of the regulation do not exceed the benefits that would 
be effected by the regulation." 

The proposed regulatory action would provide minor benefits to 
private employers in that it would simplify certain compliance 
efforts, but would also impose significant additional costs on public 
employers. The Division of Local Mandates focused on public 
employers such as municipalities, regional school districts, and 
educational collaboratives, which are protected from unfunded 
mandates by the Local Mandate Law. DLMinformed DLWD that the 
Local Mandate Law is applicable to the action contemplated and that 
state funding would be required to assume any additional costs 
imposed on protected public employers. Should DLWD adopt OSHA
style standards without an appropriation to assume municipal 
implementation costs, DLM would anticipate that cities and towns 
would exercise the judicial remedy provided in Subsection (e) ofG. L. 
c. 29, s . 27C. 

Similar unfunded mandate issues previously have been brought 
befureM assachusettsoourts. In both Town of Norfolk v. Department 
of Environmental Quality Engineering (1990), and City of Cambridge 
v. Attorney General (1991) , the mandates at issue were "generally 
applicable" state actions applying to the public and private sectors 
equally. Both the Norfolk and Cambridge cases suggest that the 
Local Mandate Law does not apply if the mandate is generally 
applicable and the activity being regulated is either voluntary 
(landfill maintenance standards) or for the general welfare 
(mandatory elements of health insurance policies) . DLWD's proposed 
regulations would also be generally applicable , but the issue under 
review differs from the facts of the two other cases in that federal 
OSHA standards already apply to private sector employers in 
Massachusetts and throughout the country, whereas the existing 
state regulations are the only standards governing municipal 
workplaces . Consequently, recision of existing state workplace 
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regulations and adoption of state standards that conform to the 
federal OSHA program will impose additional costs only on public 
sector employers. DLM believes that this factor distinguishes the 
current issue from those decided in Norfolk and Cambridge. 

Moreover, cities and towns are not currently required to comply 
with federal OSHA standards, as regulation of municipal government 
workplace health and safety is exclusively a state responsibility. 
Therefore, there will be costs associated with replacing the existing 
state standards applicable to munic~pal employers with new state 
regulations modeled after federal OSHA standards. These "start-up 
costs" may ultimately result in cost savings and other qualitative 
benefits through reductions in municipal workplace injuries and 
illnesses. However, in the short term at least, these costs must 
compete for limited local budget dollars with other important local 
priorities should OSHA standards be mandated on cities and towns. 

Although municipal officials who were consulted do not oppose the 
new standards, they are concerned with the impact on local budgets. 
These municipal officials advised DLM that the proposed change 
would impose significant costs in the areas of program development, 
employee and management training, hazard assessment, and hazard 
prevention. Applicability of the new standards to police and fire 
functions is also a concern. 

Local officials are not able to determine the cost of compliance 
with OSHA-style standards until more details are provided, but the 
consensus is that the costs would be substantial. The safety consultant 
for the Town of Natick, for example, indicated that OSHA compliance 
could easily be a "six figure" expense for the town in the first year. 
Extrapolating from Natick's population (30,000) , and assuming a 
year-one minimum compliance cost of$100,000, statewide municipal 
costs could be $20 million. The cost issues require further study, but 
DLM's opinion is that a legislative appropriation to provide for 
municipal grants and technical assistance would be required under 
the provisions of G. L. c. 29, s . 27C(c) . 

Status: DL WD officials have informed DLM that plans to formally 
adopt the OSHA regulations have been put on hold for the time being, 
and that they plan to work with the Executive Office for Administration 
and Finance (EOAF) to provide additional local funding should the 
regulations move towardpromulgation. 
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Community Development Block Grant Issue 

The Division of Local Mandates informed the Department of 
Housing and Community Development (DHCD) of an issue brought 
to the attention of the Office ofthe State Auditor by a state legislator 
on behalf of a concerned constituent. The legislator asked DLM to 
investigate an incident involving a U.S . Department of Housing and 
Urban Development (HUD) grant that allows towns to award 50% 
matching grants for improvements to business premises. As stipulated 
in the grant agreement, the owner of a participating business would 
receive grant funds upon satisfactory completion of improvement 
work and confirmation by the town's Community Development Office 
that all vendors working on the project had been paid in full. 

In the incident referred to DLM, a vendor who completed work on 
a project claimed that the grantee failed to pay almost one half of the 
total amount due. DLM's review of files provided by the town 
involved indicated that town officials released grant funds to the 
grantee prior to substantiating that payment had been made for all 
work performed. 

Pursuant to the grant contract between DHCD and the town, and 
federal and state grant administration requirements, DLM found 
that it is the town's responsibility to ensure that claims for payment 
of grant funds are properly substantiated and documented in detail. 
DLM referred this matter to DHCD, since it is the state agency 
authorized to audit the receipt and disbursement of program funds 
under HUD grants. 

Status: In following up on this issue, town officials have provided 
DLM with a copy of a letter they sent to the grantee requesting that 
it furnish the town with documentation of payment ofthe disputed 
amount . The town also informed the grant recipient that ifpayment 
is not made, it will pursue court action to recover the amount owed 
the vendor. 
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Town-Owned Land 

In response to a citizen's group petition to Auditor DeNucci, DLM 
reviewed issues raised concerning the seasonal and year-round 
leaseholders residing on Town of Essex-owned property at Conomo 
Point and Robbins Island. After analyzing the information provided 
and meeting with a Board of Selectman member, DLM determined 
that the Local Mandate Law is not applicable , since the issue does not 
involve a post-1980 state law, rule , or regulation that is imposing a 
direct service or cost obligation on the Town of Essex. Rather, it 
appeared that questions concerning the future disposition of the 
town-owned land, and any associated costs and benefits , are local 
issues to be decided by town residents. The Local Mandate Law 
requires state funding to assume costs that are imposed on cities and 
towns by state laws, rules, or regulations taking effect on or after 
January 1, 1981. Costs resulting from local actions, such as approval 
of a town meeting article , or a "home rule petition" seeking 
authorization from the Legislature for a specific purpose, are not 
subject to the Local Mandate Law because by their nature they 
originate from voluntary local decisions rather than from mandates 
imposed by the state . 

In addition, one article, if approved'by town meeting, would have 
directed the Board of Selectmen to petition the Legislature for a 
special act authorizing the Essex Board of Selectmen to sell the 
leased lots to the current tenants at fair-market value. If the town 
meeting voted favorably on the article , and the Legislature 
subsequently enacted the home rule petition, any costs that may 
have resulted from, for example, providing increased municipal 
services to the new property owners, would also not come under the 
purview of G. L. c. 29, s. 27C. 

Furthermore, the fiscal impact of the proposed actions on the 
Town of Essex's Proposition 2112 property tax levy limits is an issue 
that falls within the purview oftown assessing and budget officials, 
under the municipal finance provisions ofG. L. c. 39-41 ; c. 44; and 
c. 59. The Department ofRe~enue ' s Division of Local Services is the 
appropriate state agency to respond to any concerns in this area, 
since it certifies tax rates for cities and towns, assuring compliance 
with property tax levy limits under Proposition 2 112. 

Status: Town of Essex residents voted not to approve the special 
act request proposed by the leaseholders at the annual town meeting. 
Instead, according to town officials, the planning board will continue 
to study other recommendations for the future disposition of the 
town-owned land. 



Division of Local Mandates 

Fiscal Impact Reviews 

G. L. c. 70 

MWRA 

DLM's mission was expanded with the passage of Chapter 126 of 
the Acts of 1984. This law authorizes DLM to conduct periodic 
reviews of any state law or regulation that has a significant financial 
impact on cities and towns, regardless of whether it satisfies the more 
technical standards for a mandate determination. Chapter 126 
reviews include cost-benefit analyses and recommendations to the 
General Court for amendments to ease the local fiscal impact. The 
following are samples of this work that are continuing through the 
reporting period. 

School Finance Reform 

On August 5, 1997, the OSA issued a two-part report on the 
Massachusetts Education Reform Act (ERA) , Chapter 71 ofthe Acts 
of 1993 . DLM completed one part of this report, providing an 
assessment of progress toward the goals established by the school 
finance reform initiative enacted as part of the ERA. This work 
includes a review of the state and local investments made over the 
first four years of reform and an analysis of the impact of these 
investments on the adequate and fair school spending objectives of 
the law. This report will be detailed in the next Semi-Annual Report 
and is currently available by calling (617) 727-2075. 

Massachusetts Water Resources Authority Rate Methodology 

In response to an MWRA member municipality, DLM began a 
review of the financial im pact of the revised sewer ra te methodology 
approved by the MWRA Advisory Board, and options available to 
member municipalities. Findings will be detailed in the next Semi
Annual Report. 
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Uniform Polling Hours 

During this reporting period, DLM initiated the process of biennial 
certification of municipal election expenses. Chapter 503 ofthe Acts 
of 1983 amended prior law by establishing uniform polling hours for 
all cities and towns during state and federal elections. The statute 
requires that all polling places for these elections open no later than 
7:00 a .m. and remain open until 8:00 p.m. State law prior to Chapter 
503 allowed polls to open as late as 10:00 a.m. 

Prior to the enactment of Chapter 503, DLM informed the Legis
lature that its passage would impose new costs on the Commonwealth's 
351 cities and towns in contravention of the Local Mandate Law. 
Consequently, Chapter 503 was enacted with a commitment for state 
assumption of three hours of mandated election expenses. Section 3 
of the statute requires DLM to determine the incremental local costs 
attributable to Chapter 503 for each city and town. DLM estimates 
that the statewide cost will be $1 million for state elections in 1998. 
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Office of the State 
Auditor Legislative 
Agenda 

This section contains a summary of 
initiatives developed and filed by the OSA for 
the 1997 legislative session. Also included is 
a summary of a new law that was part ofthe 
~SA's 1995/96 legislative package. OSA bills 
either directly affect the OSA or address 
significant audit results and therefore 
complement audit recommendations by 
suggesting systemic improvements. 



Legislative Agenda 

Enacted Legislation 

Chapter 43 
Outside Section 

Budget Amendment Making a Technical Change in Certain 
Local Aid Auditing Requirements 

Legislation filed by the OSA relative to repealing Section 5 of 
Chapter 268 of the Acts of 1990 was enacted as Outside Section 151 
ofthe fiscal year 1998 state budget. Chapter 268 had established a 
formula by which 40% of all income, sales, and corporate taxes , 
combined with the balance oflottery 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, this enactment updates the statute, increases 
audit plan flexibility, and reduces audit duplication. 
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House 8 
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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 a-ccepted. 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 LocalMandate Law's protections and created confusion. 
Consistent with the original intent of the law, House 8 would define 
"local mandate" to include post-1980 state laws and regulations that 
require a municipality to make additional expenditures to maintain 
any new or existing local activity, to undertake a service previously 
performed by the Commonwealth or a county, or to initiate or expand 
a contracted service. 

The bill also contains provisions that would allow for the 
reim bursement oflegal 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 impact 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. 

House 8 received a favorable report from the Committee on State 
Administration and is currently pending before the House Committee 
on Ways and Means. 



House 9 

House 10 

Legis/ative Agenda 

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 of the legislation is to ensure 
that agenciescontractfor and obtain auditsthatmeetthe requir ements 
of all federal and state statutes and regulations and that audit 
duplication and expenses are reduced. 

House 9 received a favorable report from the Committee on State 
Administration and is currently pending before the House Committee 
on Ways and Means. 

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 10 
would clarify this matter. 

House 10 received a favorable report from the Committee on State 
Administration and is currently pending before the House Committee 
on Ways and Means. 
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An Act Clarifying and Amending Notification Procedures 
Relative to the Purchase of Certain State Services 

This legislation would clarify the definition of the time period 
allowed to the State Auditor to make a privatization determination 
under Section 54 of Chapter 7, MGLs. Specifically, this review period 
would be "thirty business days," defined as thirty days exclusive of 
Saturdays, Sundays, and public holidays. The legislation would also 
authorize the State Auditor to make one extension of up to thirty 
business days in the review period. The purpose of this bill is to 
ensure that the OSA has sufficient time to review all necessary 
supporting documentation submitted with privatization proposals 
before determining whether the process followed by the submitting 
agency meets the requirements of the law. Additionally, the provision 
of a process to reasonably extend the privatization review period 
would allow agencies to submit any necessary missing information 
before the review period expires. 

House 12 received a favorable report from the Committee on State 
Administration and preliminary House approval. The bill is currently 
before the House for further consideration. 
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Private 
Occup~tional 

Schools: Financial 
Evaluations 

Chapters 75C , 75D , and 93 of the 
Massachusetts General Laws require the 
Office of the State Auditor (OSA) and the 
Departmen t of Ed uca tion to annually eval ua te 
the financial and academic qualifications , 
respectively, of applicants for licensure or 
registration as private business, trade, or 
correspondence schools. Schools conducted 
by employers to train their own employees, 
and schools or colleges, chartered or otherwise 
authorized by the Commonwealth, are exempt 
from the mandate of the statutes. These 
consumer protection statutes were enacted to 
ensure that private occupational schools are 
both financially and academically qualified 
to operate in Massachusetts. 

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 
statements to the OSA. This information is 
evaluated to determine the solvency of each 
applicant. Those schools determined to be 
financially qualified for licensure or 
registration must then secure tuition 
protection in the amount recommended by the 
o SA. 



Private Occupational Schools: Financial Evaluations 

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

At fiscal year-end, 157 applicants were 
actively listed as financially eligible to operate 
private occupational schools within 
Massachusetts . During the six-month period 
ended June 30, 1997, the OSAevaluated the 
financial condition of60 prospective licensees: 
nine schools represented first- time applicants, 
51 reviews were renewal applications, and 3 
previously approved schools were reclassified 
as inactive. 

Programs of study offered by private 
occupational schools include: acupuncture , 
appliance repair , art , bartending , 
broadcasting, business administration 
computer skills, commercial art, dog 
grooming, fashion design, floral design, home 
health aide/certified nurses assistant 
training, industrial technology, message 
therapy, modeling, photography, plumbing, 
secretarial skills, sign painting, tractor trailer 
training, and ultrasound technology. 
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Audit Reports Issued 

Authority Audits 

AUDIT 

1. Acushnet Housing Authority 

2. Agawam Housing Authority 

3. Amesbury Housing Authority 
4. Ashland Housing Authority 

5. Bellingham Housing Authority 

6. Blackstone Housing Authority 

7. Chatham Housing Authority 

8. Dukes County Regional Housing Authority 

9. Fairhaven Housing Authority 

10. Georgetown Housing Authority 

11. Grafton Housing Authority 

12. Granby Housing Authority 

13. Groveland Housing Authority 

14. Holliston Housing Authority 
15. Hopkinton Housing Authority 
16. Lee Housing Authority 

17. Leicester Housing Authority 

18. Marblehead Housing Authority 

19. Massachusetts Bay Transportation Authority 

20. Massachusetts Bay Transportation Authority-

Proposal to Privatize Certain Bus Routes 
21. Massachusetts Bay Transportation Authority-

Revised Proposal to Privatize Certain 
Bus Routes 

22. Massachusetts Health & Educational 
Facilities Authority 

23. Massachusetts Housing Finance Agency -
Financial and EDP Related Controls 

24. Massachusetts Legal Assistance Corporation 

25. Massachusetts Water Resource Authority's 
Activities Relative to the Back-Up Power Source 
for the Deer Island Treatment Plant 

26. Medfield Housing Authority 

27. Merrimac Housing Authority 

28. Middleton Housing Authority 

29. Nahant Housing Authority 
30. Norfolk Housing Authority 

31. Northampton Housing Authority - Financial 
Related and EDP Controls 

AUDIT 
NUMBER 

97-0592-3 

97-0595-3 

97-0596-3 

97-0601-3 

97-0610-3 

97-0615-3 

97-0629-3 

97-0594-2 

97-0651-3 

97-0664-3 

97-0666-3 

97-0667-3 

97-0929-3 

97-0677-3 

97-0681-3 

97-0690-3 

97-0691-3 

97-0705-3 

96-0583-3 

97-2511-9 

97-2512-9 

97-0041-2 

96-0141-4F 

97-1300-2 

96-4049-3 

97-0711-3 

97-0717-3 

97-0721-3 

97-0728-3 

97-0841-3 

97-0740-81 

ISSUE 
DATE 

02/28/97 

04129/97 

OS/23/97 

05/30/97 

01/17/97 

OS/23/97 

02/28/97 

OS/29/97 

04125/97 

04129/97 

04125/97 

02/28/97 

01/23/97 

OS/23/97 

04125/97 

OS/28/97 

01/23/97 

04130/97 

06/05/97 

05/16/97 

06/20/97 

04124197 

05/30/97 

04/29/97 

04116/97 

02/21197 

01/23/97 

03/31197 

02/21/97 

04125/97 

04130/97 
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AUDIT 

32_ North Andover Housing Authority 

33_ North Attleborough Housing Authority 
34_ Northborough Housing Authority 
35_ Norton Housing Authority 
36_ Plainville Housing Authority 
37_ Plymouth Redevelopment Authority 
38_ Provincetown Housing Authority 
39_ Reading Housing Authority 
40_ Rehoboth Housing Authority 

41. Seekonk Housing Authority 
42_ Shrewsbury Housing Authority 
43_ Southborough Housing Authority 
44_ Southbridge Housing Authority 
45_ Southwick Housing Authority 
46_ South Hadley Housing Au'thority 
47_ Springfield Redevelopment Authority 
48_ Stoughton Redevelopment Authority 
49_ Uxbridge Housing Authority 
50_ Westborough Housing Authority 

51. West Bridgewater Housing Authority 
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AUDIT 
NUMBER 

97-0742-3 

97-0743-3 

97-0744-3 

97-0747-3 

97-0759-3 

96-0761-5 

97-1049-3 

97-0764-3 

97-0786-3 

97-0774-3 

97-0776-3 

97-0875-3 

97-0780-3 

97-0783-3 

97-0782-3 

97-0779-2 

97-0790-2 

97-0798-3 

97-0809-3 

97-0810-3 

ISSUE 
DATE 

03/31197 

04129/97 

04125/97 

01/23/97 

05/30/97 

01115/97 

06/24197 

05/23/97 

04125/97 

01/17/97 

01/23/97 

02/28/97 

02/28/97 

02/28/97 

04125/97 

03/05/97 

04125/97 

' 03/31197 

02/28/97 

04125/97 



Audit Reports Issued 

Federally Mandated Audits of State-Administered 
Federal and State Programs 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

2l. 

22. 

23. 

24. 

25. 

26. 

27. 

28. 

29. 

30. 

3l. 

32. 

33. 

34. 

35. 

36. 

37. 

38. 

AUDIT 

Acton Housing Authority 

Avon Housing Authority 

Belmont Housing Authority 

Bourne Housing Authority 

Braintree Housing Authority 

Brookline Housing Authority 

Chelsea Housing Authority 

Cohasset Housing Authority 

Danvers Housing Authority 

Dartmouth Housing Authority 

Dedham Housing Authority 

Duxbury Housing Authority 

Easton Housing Authority 

Fall River Housing Authority 

Falmouth Housing Authority 

Framingham Housing Authority 

Haverhill Housing Authority 

Holbrook Housing Authority 

Leominster Housing Authority 

Lowell Housing Authority 

Lynn Housing Authority 

New Bedford Housing Authority 

Newton Housing Authority 

North Reading Housing Authority 

Pittsfield Housing Authority 

Raynham Housing Authority 

Springfield Housing Associates, Inc. 

Springfield Housing Authority 

Stoughton Housing Authority 

Stoughton Housing Authority 

Stow Housing Authority 

Tewksbury Housing Authority 

Wakefield Housing Authority 

Ware Housing Authority 

Watertown Housing Authority 

Winchester Housing Authority 

Woburn Housing Authority 

Woburn Redevelopment Authority 

AUDIT 
NUMBER 

97-3006-8 

97-3016-8 

97-3021-8 

97-3015-8 

97-3044-8 

97-3022-8 

97-3004-8 

97-3045-8 

97-3034-8 

97-3001-8 

97-3043-8 

97-3046-8 

97-3066-8 

97-3012-8 

97-3051-8 

97-3003-8 

97-3069-8 

97-3037-8 

97-3010-8 

97-3080-8 

97-3005-8 

96-3071-8 

97-3035-8 

97-3042-8 

97-3041-8 

96-3033-8 

97-3055-8 

97-3013-8 

97-3036-8 

97-3048-8 

97-3064-8 

97-3029-8 

97-3061-8 

97-3040-8 

97-3047-8 

97-3020-8 

97-3057-8 

96-3039-8 

ISSUE 
DATE 

01127/97 

01/24/97 

04/24/97 

02/27/97 

01127/97 

OS/21197 

04/24/97 

03/31/97 

01124/97 

04/24/97 

04/24/97 

04/24/97 

04/24/97 ~ 

01/10/97 

06/24/97 

04/24/97 

04/24/97 

06/30/97 

02/21/97 

01/24/97 

04/24/97 

02/21/97 

01110/97 

01/24/97 

01/27/97 

04/24/97 

03/31/97 

03/31/97 

01/10/97 

02/27/97 

OS/28/97 

06/27/97 

OS/29/97 

OS/21/97 

01/24/97 

01/24/97 

OS/29/97 

03/21197 
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Education Audits 

AUDIT 

1. Bridgewater State College -

Data Processing Activities 

2. Bunker Hill Community College -

Financial Assistance Programs 

3. Lawrence Public School System 

4. Middlesex Community College -

Financial-Related and EDP General Controls 

5. Quinsigamond Community College - Federal 

Student Financial Assistance Programs 

6. Roxbury Community College - Federal Student 

Financial Assistance Programs 

7. Salem State College - Federal Student 

Financial Assistance Programs 
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AUDIT 
NUMBER 

96-0177-4F 

97-0192-2 

97-6003-9 

96-0199-4C 

97-0203-7 

97-0204-2 

97-0184-2 

ISSUE 
DATE 

04130/97 

05/30/97 

06112/97 

OS/29/97 

OS/28/97 

06/30/97 

06/30/97 



Audit Reports Issued 

Human Services Audits 

AUDIT 

1. Department of Public Health's 

Bureau of Substance Abuse 

Services 

2. Division of Medical Assistance's 

Benefit Coordination & Recovery Section's 

Third-Party Liability Unit 

3. Fenway Community Health Center, Inc. 

4. Lena Park Community Development 

Corporation 

5. North Central Human Services, Inc. 

AUDIT 
NUMBER 

95-4045-3 

97-5013-2 

95-4363-3 

96-4366-3 

96-4289-3 

ISSUE 
DATE 

03/19/97 

03/06/97 

03/31/97 

02/26/97 

01/22/97 
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Judiciary/Law Enforcement Audits 

AUDIT 

I. Bristol County District Attorney's Office 

2. Department of Public Safety - Internal 

Controls in the Cashier's Office 

3. Dukes Probate & Family Court 

4. Dukes Superior Court 

5. Edgartown District Court 

6. Governor's Alliance Against Drugs 

7. Middlesex County District Attorney's Office 

8. Middlesex County Sheriffs Office 

9. New Bedford District Court 

10. Northampton District Court 

II. Statewide E mergency Telecommunications 

BoardlEmergency 911 Agency 

12. Technical Assistance Provided to Worcester 

County District Attorney's Office (1) 

13. Technical Assistance Provided to Worcester 

County District Attorney's Office (2) 

14. Worcester County Probate & Family Court 

Financial Related & EDP General Controls 
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AUDIT 
NUMBER 

96-1264-2 

96-6001-9 

97-1232-2 

97-1120-2 

97-1195-2 

97-2018-2 

96-1256-5 

97-1346-2 

96-1192-2 

96-1171-2 

95-0008-9 

96-6008-2 

96-6012-2 

97-1229-81 

ISSUE 
DATE 

02/21/97 

02/24197 

06/26/97 

06/26/97 

06/26/97 

01131/97 

02/24197 

01114197 

01/31197 

01/31197 

01/15/97 

06/26/97 

06/26/97 

06118/97 



Audit Reports Issued 

Other Audits 

AUDIT 

L Agency Compliance with Comptroller's 

Policies, Mass. General Laws and Regulations 

and OMB Circular A-128 - FY 1996 Selected 

Transaction Testing 

2. Agency Compliance with Comptroller's FY1996 

Year-End Closing Instructions: Cash & Revenue 

Management 

3. Agency Compliance with Comptroller's FY1996 

Year-End Closing/Opening Instructions: 

Encumbrance and Advance Fund Management 

4. Alcoholic Beverages Control Commission 

-Selected Financial and Data Processing 

Activities 

5. Certain Activities Regarding Bottle 

Bill/Clean Environmental Fund 

6. Department of Fisheries, Wildlife, 

& Environmental Law Enforcement -

Internal Controls Over Data Processing 

and Financial Operations 

7. Department of Veterans' Services 

8. Division of Employment & Training 

-Financial-Related and General EDP Controls 

9. Health Protection Fundi 

Additional Tobacco Tax 

10. Information Technology Bond Bill I 

11. Local Aid Fund - Fiscal Year 1996 

12. Massachusetts Aeronautics Commission 

13. Massachusetts State Lottery Commission 

14. Massachusetts Technology Development 

Corporation 

15. Massachusetts Thoroughbred Breeders 

Association, Inc. 

AUDIT 
NUMBER 

97-5007-2 

96-5002-2 

96-5001-2 

96-00 11-4C 

97-5047-3 

95-0432-4F 

96-0018-5 

96-0221-4R 

95-5027-3 

95-5034-3 

97-5006-2 

96-0044-2 

96-0089-5 

97-0136-3 

96-1352-2 

ISSUE 
DATE 

06/27/97 

03/31197 

06/27/97 

03/26/97 

02/20/97 

05/08/97 

06/30/97 

OS/22/97 

06/25/97 

06/27/97 

06/27/97 

06/04/97 

OS/22/97 

04/30/97 

06/25/97 

121 


	PD6-1997-1-001
	PD6-1997-1-002
	PD6-1997-1-003
	PD6-1997-1-004
	PD6-1997-1-005
	PD6-1997-1-006
	PD6-1997-1-007
	PD6-1997-1-008
	PD6-1997-1-009
	PD6-1997-1-010
	PD6-1997-1-011
	PD6-1997-1-012
	PD6-1997-1-013
	PD6-1997-1-014
	PD6-1997-1-015
	PD6-1997-1-016
	PD6-1997-1-017
	PD6-1997-1-018
	PD6-1997-1-019
	PD6-1997-1-020
	PD6-1997-1-021
	PD6-1997-1-022
	PD6-1997-1-023
	PD6-1997-1-024
	PD6-1997-1-025
	PD6-1997-1-026
	PD6-1997-1-027
	PD6-1997-1-028
	PD6-1997-1-029
	PD6-1997-1-030
	PD6-1997-1-031
	PD6-1997-1-032
	PD6-1997-1-033
	PD6-1997-1-034
	PD6-1997-1-035
	PD6-1997-1-036
	PD6-1997-1-037
	PD6-1997-1-038
	PD6-1997-1-039
	PD6-1997-1-040
	PD6-1997-1-041
	PD6-1997-1-042
	PD6-1997-1-043
	PD6-1997-1-044
	PD6-1997-1-045
	PD6-1997-1-046
	PD6-1997-1-047
	PD6-1997-1-048
	PD6-1997-1-049
	PD6-1997-1-050
	PD6-1997-1-051
	PD6-1997-1-052
	PD6-1997-1-053
	PD6-1997-1-054
	PD6-1997-1-055
	PD6-1997-1-056
	PD6-1997-1-057
	PD6-1997-1-058
	PD6-1997-1-059
	PD6-1997-1-060
	PD6-1997-1-061
	PD6-1997-1-062
	PD6-1997-1-063
	PD6-1997-1-064
	PD6-1997-1-065
	PD6-1997-1-066
	PD6-1997-1-067
	PD6-1997-1-068
	PD6-1997-1-069
	PD6-1997-1-070
	PD6-1997-1-071
	PD6-1997-1-072
	PD6-1997-1-073
	PD6-1997-1-074
	PD6-1997-1-075
	PD6-1997-1-076
	PD6-1997-1-077
	PD6-1997-1-078
	PD6-1997-1-079
	PD6-1997-1-080
	PD6-1997-1-081
	PD6-1997-1-082
	PD6-1997-1-083
	PD6-1997-1-084
	PD6-1997-1-085
	PD6-1997-1-086
	PD6-1997-1-087
	PD6-1997-1-088
	PD6-1997-1-089
	PD6-1997-1-090
	PD6-1997-1-091
	PD6-1997-1-092
	PD6-1997-1-093
	PD6-1997-1-094
	PD6-1997-1-095
	PD6-1997-1-096
	PD6-1997-1-097
	PD6-1997-1-098
	PD6-1997-1-099
	PD6-1997-1-100
	PD6-1997-1-101
	PD6-1997-1-102
	PD6-1997-1-103
	PD6-1997-1-104
	PD6-1997-1-105
	PD6-1997-1-106
	PD6-1997-1-107
	PD6-1997-1-108
	PD6-1997-1-109
	PD6-1997-1-110
	PD6-1997-1-111
	PD6-1997-1-112
	PD6-1997-1-113
	PD6-1997-1-114
	PD6-1997-1-115
	PD6-1997-1-116
	PD6-1997-1-117
	PD6-1997-1-118
	PD6-1997-1-119
	PD6-1997-1-120
	PD6-1997-1-121
	PD6-1997-1-122
	PD6-1997-1-123
	PD6-1997-1-124

