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His Excellency A. Paul Cellucci, Governor 
Honorable Thomas F. Birmingham, President of the Senate 
Honorable Thomas M. Finneran, Speaker of the House of Representatives 

TEL. (617) 727-2075 

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

I am pleased to submit herewith the Semi-Annual Report of the Audit Results and 
Activitie s of the Office of the State Auditor (OSA) for the period July 1, 1997 through 
December 31, 1997. 

This twenty-second 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 ~SA's Information Technology Audit Division and Division 
of Local Mandates . 

Of particular interest during this report period, the OSA issued an audit and a 
companion fiscal impact review of the implementation, by the Department of Education, 
of the Education Reform Act. The audit report, which focuses on compliance issues and 
monitoring procedures, is detailed beginning on page 25 , and the related fiscal impact 
review , wh ich assesses progress toward adequate and fair school spending, is summarized 
beginning on page 79 . 

I look forward to continuing to work with you for the improvement of the quality, cost
effectiveness , and accountability of state government and the services that the Common
wealth p rovides its citizens. 

.. 





Office of the State Auditor 
A. Joseph DeNucci, Auditor 
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Office of the 
State Auditor: 
Authority and 
Responsibilities 

The Office of the State Auditor (OSA) operates 
under the direction and control of the State 
Auditor, A. Joseph DeNucci, an independently 
elected constitutional officer. The OSAprovides 
the Governor, the Legislature, auditees, 
oversight agencies, and the general public with 
an independent evaluation of the various 
agencies, activities, and programs operated by 
the Commonwealth. The State Auditor is 
mandated, under Chapter 11, Section 12, of the 
Massachusetts General Laws (MGLs), to conduct 
audit work at least once every two years at all 
departments, offices, commissions, health and 
higher education institutions, and 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 and 
as the Yellow Book standards . 

OSA audit activities include the following 
objectives : 

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

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

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

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

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

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

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

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

All OSA audit results and recommendations 
are intended to assist agency and program 
administrators by indicating areas where 
accounting and administrative controls, 
financial operations, program results, and 
efficiency and effectiveness can be improved. 
An important component of most audits is the 
exit conference, during which the 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 
management and delivery of government 
serVIces. 
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Audit Results, 
Recommendations, 
Initiatives, and 
Corrective Actions: 
Overview 

During the report period July 1, 1997 
through December 31, 1997, the Office of 
the State Auditor issued 104 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 94. 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 
recommendations. 

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. 

5 
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Authority Audits 

During the report period, the OSA issued 
72 audit reports relative to housing 
authorities and other independent entities, 
30 of which were federally mandated audits 
of state-administered federal and state 
programs. Many ofthese reports identified 
recurring audit results which, if addressed, 
will improve financial management ofthese 
Authorities and, in turn, help to safeguard 
state and federal funds . 



Authority Audits 

Audit Results 

[Independent Authorities 

Special Audit 
Section: 
The 
Masachusetts 
Port Authority's 
(Massport) 
Plan for the 
Modernization of 
Logan Airport 

In order to address problems of obsolete and overburdened 
terminals, roadway congestion, parking shortages, and limitations 
related to the airport's location and configuration, Massport 
undertook a n airport modernization program known as Logan 
2000 . The OSA report reviewed the full scope and the estimated 
costs of Logan 2000 in order to determine whether Massport's 
funding plan for implementing the modernization program was 
sound and was likely to achieve the Authority's stated goals . 
Results of this review follow. 

• Massport's official cost estimates for its Logan 2000 program 
were understated. For example , the official budget estimate of 
$1 billion did not include certain necessary postponed projects 
such as an automated people mover and the replacement of 
Terminal A. The cost of these projects, plus other initiatives . 
Massport is planning, including runway and taxiway upgrades, 
would bring the total estimated cost for airport modernization 
to at least $2 .1 billion. As ofthe period of this audit, Massport 
did not provide a complete description of or cost estimate for the 
Logan 2000 improvements that it claims will be needed to 
achieve the goals of the program and make the airport opera
tionally efficient in the 21"t century. A full disclosure of all 
program costs would provide the best basis for state officials 
and the public to understand Massport's financial needs. 
Massport officials concurred with this recommendation and 
were in the process of developing a comprehensive capital plan . 

.. Massport's financing plan might be insufficient even if it 
limited its airport modernization project to the Logan 2000 
Program as currently defined. As Massport officials recognized 
and noted in their financial plan, the Authority has no assur
ance that it will collect all the passenger facility charges 
authorized for collection by the Federal Aviation Administra
tion or obtain requested funds from federal or other grants. As 
also noted, Massport is under a mandate to pay for certain road 
work associated with the Central Artery project; is limited in 
its ability to raise funds through bond issuances; and is in
volved in an extensive capital improvement program for its 
other properties, including Hanscom Airfield and the Tobin 
Memorial Bridge. In addition, there was no funding plan for the 
remaining segments of the airport modernization plan, al
though these are integral to achieving Massport's goals of 
increasing operational efficiency, decreasing traffic conges-

7 
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Special Audit 
Section 
(continued) 

tion, reducing aircraft delays, and minimizing environmental 
impacts. Partial construction could also result in lengthy 
delays and higher costs for subsequent airport modernization. 

IHousing Authorities and the Federal Single Audit Act 

8 

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 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 ofthe implementation 
of these Single Audit procedures, accountability is strengthened, 
duplication is prevented, and costs are reduced. During the report 
period, the OSA released 30 Single Audits of housing alJ.thorities 
and reviewed an additional 12 Single Audits completed by private 
accounting firms. 



Authority Audits 

Iindividual Housing Authority Audits 

Inadequate 
Accounting and 
Administrative 
Controls 

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

• Andover Housing Authority did not adequately monitor expen
ditures for at least two of its state housing programs. As a 
result, the Authority exceeded its approved budget by $82 ,932 
in one program and by $558 in another program. 

• Andover Housing Authority had more than $281 ,000 in federal 
and state funds deposited in one bank. Since the Federal 
Deposit Insurance Corporation only insures up to $100,000in 
a single banking institution, the Authority's funds in excess of 
this amount were subject to potential loss had the bank failed. 

• Berkshire County Regional Housing Authority, as of March 31 , 
1997, had nine development programs that needed to be closed 
out by the Department of Housing and Community Develop
ment (DHCD). Four of these programs were completed, while 
five programs were terminated by DHCD because of fiscal 
constraints . Until DHCD officially closes out these programs, 
the Authority incurs unnecessary administrative costs, such as 
accounting fees associated with maintaining financial records 
for them. The OSA also noted that DHCD had not taken action 
to either write off or require repayment of $63,000 owed by the 
Authority to two development programs from which funds were 
taken seven years ago to cover routine operating expenses . 

• Clinton Housing Authority, as of June 30, 1996, was still 
working with the Department of Housing and Community 
Development (DHCD) to re.solve a repayment issue. The Au
thority owed $11 ,769, the amount of compensation that had 
been paid to the relative of a board member who was hired 
without a required waiver for a position as Housing Coordina
tor . Although the Authority replaced this individual after a 
prior audit, the issue of repaying $7,885 to the state and $3,884 
to the federal government remained unresolved. Concerning 
the federal portion, the Authority and the Department of 
Housing and Urban Development, as of September 1996, agreed 
upon a five-year repayment schedule. However, the Authority 
had not reached a similar agreement with the state DHCD. 

9 



Authority Audits 

Inadequate 
Accounting and 
Administrative 
Controls 
(continued) 

10 

• Fitchburg Housing Authority needed to improve the mainte
nance of its program records. Specifically, the Authority, 
contrary to state requirements, commingled Modernization 
Program and Management Program funds, resulting in $37,714 
of funds inappropriately allocated to the two programs. The 
Authority also made other accounting errors and unauthorized 
expenditures, resulting in $8,125 that was not properly ac
counted for in its Modernization Program report. 

• Nantucket Housing Authority owed the town of Nantucket 
$10,082 in Payments in Lieu of Taxes that had been budgeted 
for but not paid for three years. As a result, the Authority 
risked losing certain town services. 

• Needham Housing Authority nee~ed to improve its mainte
nance of attendance records. Specifically, the Authority did not 
properly post sick leave accruals and balances and granted 
more vacation leave to three employees than they had earned. 
In addition, one employee took more compensatory time than 
had been earned, and seven employees, contrary to Authority 
policy, carried forward vacation balances. As a result, the 
Authority lacked assurance that its payroll expenditures were 
correct and appropriate. 

• Norwood Housing Authority did not invest its cash balances so 
as to maximize interest. earnings. Several investments ap
proved by the Department of Housing and Urban Development 
would have yielded more than 5% interest, while the Authority's 
investment choice of a collateralized bank deposit earned 3.75%. 
As a result, the Authority realized $20,000 less on its average 
1996 balance of $1.4 million than the amount that would have 
been earned had the funds, for example, been invested in the 
Massachusetts Municipal Deposit Trust. 

• Saugus Housing Authority did not adequately monitor long
distance and cellular telephone calls, did not enforce its own 
policies relative to compensatory time, and paid for an extra 
night's lodging during an in-state conference. As a result, the 
Authority paid $4,807 in unallowable expenses incurred by its 
former Executive Director. 

• Swansea Housing Authority had serious deficiencies in its 
procedures for preparing checks and paying bills. Specifically, 
supporting documentation for expenditures was sometimes 
incomplete; transactions were not always accurately and 
promptly recorded; and signed checks were often held rather 



Authority Audits 

than mailed. As a result of its payment delays, the Authority 
had letters, billing statements, and telephone calls inquiring 
about overdue payments or notifying the Authority that ser
vices and credit were being withheld. Moreover, long-distance 
telephone services were terminated for approximately three 
weeks. The audit recommended that board members review 
supporting documentation before signing checks and ensure 
that signed checks are mailed in a timely manner. 

• Swansea Housing Authority, while posting expenditures in its 
disbursements journal, did not sufficiently detail allocations. 
As a result, the Authority was not maintaining an adequate 
cash disbursement audit trail, and it was not possible to deter
mine the transactions that constituted charges to many ac
counts . 

• Swansea Housing Authority lacked adequate security and con
trols to safeguard rental receipts. There were at least five 
persons who, in the absence of the Executive Director, had 
unsupervised access to these receipts. Without more stringent 
controls, these funds are vulnerable to potential loss, theft, or 
mIsuse. 

• Webster Housing Authority, through an oversight, allowed an 
employee to contribute to both the town of Webster retirement 
system and the federal Social Security system. As .a result, the 
Authority made unnecessary matching payments to Social 
Security totaling $944 for the period January 1996 through 
September 1997. The Executive Director responded by taking 
steps to seek a refund of the amount due to both the employee 
and the Authority. 

• Worcester Housing Authority reimbursed its employees and its 
commissioners for business-related travel at a rate of thirty 
cents per mile rather than the twenty-two cents per mile 
allowed under Department of Housing and Community Devel
opment guidelines. In addition, the Authority, on three occa
sions, impropbrly used state funds to pay for out-of-state travel 
costs. 

11 



Authority Audits 

Inadequate 
Controls over 
Property and 
Equipment 

12 

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 fixed assets, adequate inventory 
records serve as a source of insurance coverage information in the 

. event of a casualty loss, as a comparison with the previous year's 
physical inventory, and as financial planning data. Several 
reports identified areas where inventory controls needed 
improvement in order to protect property and equipment from 
possible loss, theft, or misuse . 

• Fitchburg Housing Authority did not conduct an annual physi
cal inventory of its property and equipment. In addition, 
property control records did not properly reflect purchases and 
disposal of equipment or fixed-asset values. As a result, the 
Authority could not be assured that its property and equipment 
were adequately safeguarded or accurately recorded on its 
books. 

• Needham Housing Authority had an unresolved difference of 
$115,791 between the valuation recorded on its in-house inven
tory records ($91 ,663) and valuation amounts reported on 
financial statements ($207,454) . As a result, the Authority had 
little assurance that fixed-asset information submitted as part 
of a statement of its financial position was accurate. In 
addition, inaccurate inventory records increased the potential 
that thefts and losses of equipment might go undetected. 

• Waltham Housing Authority did not properly tag or record new 
equipment purchases. As a result, the Authority could not be 
assured that all of its fixed assets were adequately safeguarded 
and, specifically, could not identify the location of all 20 ranges 
and refrigerators purchased in fiscal year 1996. 



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

Authority Audits 

OSA reports disclosed that certain housing authorities did not 
adhere to state regulations regarding rent determinations, rent 
collections, 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. 

• Attleboro Housing Authority was cited in a prior audit for 
delays in preparing and filling vacant apartments . The current 
review disclosed that excessive delays in filling vacant units 
continued to occur, with 78 units vacant for more than a total 
of 5, 723 days beyond the time frame required by Department of 
Housing and Community Development guidelines. As a result, 
the Authority lost the opportunity to earn $38,916 in potential 
rental income. 

• Belchertown Housing Authority, in fiscal year 1996, lost $11,761 
in potential rental income because it did not lease new and 
vacated units in a timely manner. The Authority's vacancy 
ledger documented that the leasing of units to elderly residents 
was often delayed because applicants refused to take second
floor units . 

• Chicopee Housing Authority had a significant problem in fill
ing vacant apartments, which it properly documented in its 
vacancy ledger and moved to address with the Department of 
Housing and Community Development. The Authority, in 
fiscal year 1996, lost $116,322 in potential rental income, 
$109,691 of which was in its elderly housing program. Al
though the Authority had conducted outreach efforts to fill 
units in this program, it had, at the close of the audit period, 92 
vacant units for seniors and only two eligible applicants on its 
waiting list. The Authority had therefore begun procedures to 
convert the majority of these units to family housing units in 
order to provide a broader choice of housing. 

• Clinton Housing Authority used an outdated utility allowance 
schedule in calculating tenant rents in fiscal year 1996. As a 
result, certain tenants might have been overcharged for rent 
during this period. 

13 



Authority Audits 

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

14 

• Fitchburg Housing Authority had 56 vacant units that were not 
reoccupied within Department of Housing and Community 
Development guidelines of 21 working days. As a result, the 
Authority lost the opportunity to earn $23,286 in potential 
rental income. An additional $11,289would have been realized 
had every unit been reoccupied within 21 working days, but the 
Authority properly documented its inability to accomplish this, 
principally due to a lack of eligible applicants and the extensive 
repairs and renovations required for certain units. 

• Lancaster Housing Authority gave certain unallowable deduc
tions to tenants. As a result, at least two tenants were under
charged a total of $31 per month for a 12-month period. 

• Lunenberg Housing Authority, during the audit period, lost 
$3,060 in potential rental income due to delays in reoccupying 
vacated apartments. The Authority reported a lack of eligible 
applicants as the primary cause for extended vacancies. 

• Needham Housing Authority lost the opportunity to earn at 
. least $8,389 in potential rental income during fiscal year 1996 
due to delays in renting vacant apartments. The Authority, due 
to inadequate notification and collection procedures, also had 
$59,678 in delinquent tenant receivable accounts, including 
$26,696 due from tenants who had vacated Authority housing. 

• Swansea Housing Authority did not maintain complete tenant 
files. Specifically, some files lacked required documents, sig
natures, and third-party verification offinancial information. 
In addition, the Authority's vacancy ledger was inadequately 
monitored and maintained, which contributed to delays in 
reoccupying vacated units. 

• Swansea Housing Authority had substantial deficiencies in its 
tenant selection procedures. Specifically, the Authority did not 
properly date or time stamp housing applications, assign re
quired control numbers, mail the required acknowledgment 
upon receipt of an application, verify factors relating to hous
ing priorities, or obtain required background verifications from 
the Criminal Offenders Records Information Board. As a 
result, the Authority could not be assured that applicants were 
housed in the proper order of application or according to veri
fied priority and eligibility status. 



Authority Audits 

• Wayland Housing Authority did not correctly calculate all 
rents, sufficiently document tenant income and deductions , or 
complete all rent redeterminations in a timely manner. As a 
result, the Authority could not be certain that its rental charges 
were correct and, in fact , its officials overcharged at least one 
tenant and undercharged others. The Authority took immedi
ate action to correct the tenant overcharge identified in the 
audit. 

• Worcester Housing Authority had 176 units that were not 
reoccupied within the 21-day time frame set by the Department 
of Housing and Community Development. As a result of 
prolonged vacancies, the Authority lost the opportunity to earn 
$176,523 in potential rental income for the period February 22, 
1994 to November 25, 1996. 

• Yarmouth Housing Authority lost the opportunity to earn 
$4,114 in potential rental income due to excessive delays in 
reoccupying vacant apartments . 

15 
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Noncompliance 
with State Laws 
and Regulations 

16 

OSA reports 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. 

• Andover Housing Authority did not conduct a required annual 
inspection of elderly and family housing units in fiscal year 
1996. As a result, the Authority could not be assured that it was 
meeting state standards for safe, decent, and sanitary housing 
and, in fact, conditions in some units were substandard. 

• Lancaster Housing Authority did not follow the required public 
bid process for paving services. As a result, the Authority could 
not be assured that it received the best price for $15,162 in 
driveway repairs. 

• Nantucket Housing Authority, in violation of Massachusetts 
law and Nantucket Town Meeting Articles, transferred a parcel 
of its property to Nantucket Housing Authority Properties, 
Inc., a separate, nonprofit corporation. Moreover, the 
Authority's Board of Commissioners served as the Board of 
Directors of the private corporation. Activities that followed 
from this transfer resulted in the undocumented assignment of 
$130,000 of Authority funds, questionable payments to the 
Authority's board members, additional unauthorized transfers 
of Authority-owned land, and unauthorized use of Authority 
facilities. The OSA notified the Department of Housing and 
Community Development (DHCD) of these deficiencies and 
legal violations , which may have placed Authority assets in 
jeopardy, and recommended that DHCD initiate appropriate 
action and referrals. 

• Nantucket Housing Authority had two abandoned automobiles 
at its Miacomet Village Development, as well as a discarded 
washer and dryer, refrigerator, and hot water tank. As a result, 
the Authority was not meeting state standards for the mainte
nance of safe and sanitary conditions at this property. 

• Waltham Housing Authority was performing inspections for 
new leases only. Because the Authority did not conduct and 
document inspections on an annual basis as required, it could 
not ensure that all its units met state standards for safe, decent, 
and sanitary public housing. 
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Prior Audit Results: Corrective Actions 

Andover Housing 
Authority 

Attleboro 
Housing 
Authority 

Belchertown 
Housing 
Authority 

Berkshire County 
Regional 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 OSA. 

• The Authority has improved its cost allocation procedures for 
its Rental Voucher Program, especially as they relate to admin
istrative salaries and fringe benefits . 

• The Authority has significantly strengthened its accounting 
and administrative controls by improving its recordkeeping 
system, by making appropriate reimbursements to its Revolv
ing Fund, by properly maintaining property ledger cards and 
inventory listings, by correcting payroll management deficien
cies, and by establishing procedures to prevent cost overruns. 

• The Authority has improved the accuracy of its tenant accounts 
receivable records and its rent redetermination calculations. 

• The Authority has corrected deficiencies in its budgetary and 
financial reporting procedures and in its procedures for tenant 

. selection. 

• The Authority is now in compliance with regulations set by the 
federal government for rents paid to landlords in its Section 8 
HousIng Program. 

• The Authority has strengthened its financial and administra
tive controls by replacing an inactive board member, improving 
recordkeeping and documentation regarding payroll and per
sonnel matters, and requiring board approval and signed con
tracts for all agreements . 

17 
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Concord Housing 
Authority 

Hopedale 
Housing 
Authority 

Mansfield 
Housing 
Authority 

Marshfield 
Housing 
Authority 

Martha's 
Vineyard 
Regional Transit 
Authority 

18 

• The Authority has returned excess operating subsidies of $3, 398 
to the Department of Housing and Community Development. 
The Authority has improved its application and placement 
procedures by maintaing an up-to-date and accurate waiting 
list and by offering apartments to applicants on the basis of 
their position on the Authority's waiting list. 

• The Authority has improved the safeguarding of its fixed assets 
by taking a physical inventory, preparing a listing and inven
tory cards for individual items, and adjusting its financial 
records to reflect the current value of inventory. 

• The Authority has improved its administrative controls by 
establishing procedures for tracking sick and vacation time and 
by correcting budget practices that had resulted in salary 
overpayments. 

• The Authority has improved the accuracy of its rent redetermi
nations by updating its utility allowances for tenants. 

• The Authority has recovered $24,500 from a bonding company 
for losses caused by a former Authority official. At the direction 
of the Department of Housing and Community Development, 
the Authority used these funds to pay $21,333 in legal costs and 
retained the remaining $3,167. 

• The Authority has improved its procurement procedures .by 
using Request for Proposals (RFPs) to solicit competitive bids 
in all required instances, by grading bid responses only on the 
established evaluation criteria in the RFPs, and by changing 
from having one individual evaluate bids to using a three 
member evaluation committee. 

• The Authority has moved its offices from property that was 
owned by an Authority official to space leased by a non-related 
party. 



Norwell Housing 
Authority 

Norwood 
Housing 
Authority 

Swansea 
Housing 
Authority 

Waltham Housing 
Authority 

Authority Audits 

• The Authority has improved controls over passenger fares by . 
instituting a token fare system that minimizes the amount of 
cash collected by trolley operators , by equipping trolleys with 
secure locked fare boxes, by properly reconciling tokens and 
cash fares to ridership records , and by installing a safe for the 
secure storage of tokens and cash fares . 

• The Authority has made significant progress in reducing delays 
in preparing and renting vacant apartments. Authority efforts, 
including obtaining a modernization grant to renovate vacated 
units, recruiting disabled applicants , and hiring an additional 
maintenance person, reduced the loss of potential rental income 
from $17,000 to $10,000. 

• The Authority has improved the safeguarding of its fixed assets 
by updating its physical inventory, adjusting financial records 
to reflect inventory values, and implementing a new procedure 
for deleting disposed-ofitems . 

• The Authority has improved its procedures for tenant selection 
and for re-renting vacated apartments . 

• The Authority has strengthened controls over its fixed assets by 
,conducting a physical inventory and properly recording items 
and value of property and equipment in the General Ledger. 

• The Authority, during the audit period, had adequate policies 
and procedures in place to prevent budget overruns . 

• The Authority has improved the accuracy of its accounting 
records and filed all reports required by the Department of 
Housing and Urban Development from Authorities receiving 
funds under the federal Comprehensive Grants Program . 

• The Authority has properly written off uncollectible tenant 
accounts receivable balances totaling over $100,000. 
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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 of the system of 
internal controls that the MWRA has established for estimat
ing, monitoring, and controlling project costs. This ongoing 
audit is resulting in a series of reports, eight of which have been 
issued as of December 31,1997. 

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

• The OSA is continuing to review and analyze the MBTA's 
expansion 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 proposed ferry system to ensure that all costs of 
competing services (railway and ferry) are considered and that 
the MBTA obtains a fair estimate of construction as well as 
annual operating costs. Finally, the audit is also reviewing 
abutters' environmental concerns 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 Improvement Project. 
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Education Audits 

During the report period, the OSA 
released five audits pertaining to education. 
These included an assessment of 
implementation and monitoring activities 
under the Education Reform Act and a 
report reviewing Information Technology 
(IT) activities at Framingham State 
College. The IT report is detailed in the IT 
Audit Section, which begins on page 52. 



Education Audits 

Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

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

• Mount Wachusett Community College did not enter all 
nonappropriated fund activity into the Massachusetts Manage
mentAccounting and Reporting System (MMARS) during fiscal 
year 1996. The College did not report or reconcile a category of 
nonappropriated fund activity entitled "Agency." Rather, at 
fiscal-year end, the College entered into MMARS a $69,433.31 
credit -adjustment in an attempt to reconcile the MMARS 
balance with the College's in-house records. As a result, the 
College could not verify that information appearing on MMARS 
reports was accurately recorded, processed, and in balance with 
records maintained at the school, or that information submit
ted for the federally mandated year-end Single Audit of the 
Commonwealth was complete and correct . 

• Salem State College was cited in a prior audit for serious 
internal control deficiencies relative to two programs for eco
nomically and educationally disadvantaged students. These 
weaknesses, which included lack of segregation cif duties and 
improper safeguards and controls over its payroll, · allowed 
certain College employees to divert .and misuse more than 
$4,000 in program funds . The current audit focused on poten
tial improprieties within these programs, apart from the theft 
of funds investigated earlier and referred to the Attorney 
General for further action. This review disclosed at least 
$61,383 in Upward Bound Program disbursements and $64,807 
in Enrichment Activities to Ready Local Youth Program dis
bursements that were unallowable, inconsistent with approved 
budgets, or inadequately supported: 
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All state entities are required to keep complete inventories and 
to tag equipment in order to ensure that property is safeguarded 
and used for its intended purposes. In the report detailed below 
conditions were noted that increased the vulnerability of pro pert; 
to loss, theft, or misuse . 

• Cape Cod Community College had inadequate internal controls 
over the purchasing, receiving, tagging, and disposal of equip
ment. Furthermore, a physical inventory was not performed 
and compared to the recorded inventory annually as required. 
Finally, three individuals maintained separate inventory 
records, and an inventory control coordinator had not been 
designated. These deficiencies created conditions in which 
audio/video equipment valued at $3,693 could not be located. 

Pursuant to the requirements of Chapter 647 of the Acts of 1989, 
the Internal Control Statute, the OSAinvestigated the control 
environment and made recommendations for corrective action. 
See page 73. 

The OSA, during the audit period, completed a review of 
student financial assistance programs at Mount Wachusett 
Community College. This review was conducted in conjunction 
with the Single Audit of the Commonwealth for the fiscal year 
ended June 30, 1996. Except for the issue noted below, the College 
was in compliance with federal student financial assistance laws 
and regulations . 

• Mount Wachusett Community College needed to improve its 
system for notifying the Financial Aid Office of unofficial 
student withdrawals. In one instance out of 45 student files 
reviewed, the College did not calculate a pro-rata refund for a 
withdrawn financial aid student. As a result, the College 
retained $534 in Federal Pell Grant funds that needed to be 
returned to the financial aid program. The College responded 
quickly by refunding this money. In addition, the College 
identified two other students for whom pro-rata refunds needed 
to be calculated and, as of the close of audit field work, had 
returned a total of $1,261 in Pell Grant funds. 
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During the audit period, the OSA reviewed the implementation 
by the Department of Education (DOE) of Chapter 71 of the Acts 
of 1993, the Education Reform Act. The specific audit objectives 
were to determine whether financial and programmatic activities 
were in compliance with the statute's requirements and to 
determine whether adequate controls and monitoring procedures 
were in place to ensure the proper expenditure offunds and assess 
student progress. The results of this audit are summarized below. 
A companion fiscal impact review assessing progress toward the 
goals established by the school ·finance reform provisions of the 
Education Reform Act is detailed in the Division of Local Mandates 
section, which begins on page 78 . 

• DOE needed to improve operational and administrative proce
dures relative to its implementation and administration of the 
Education Reform Act (Education Reform) . For example, DOE 
did not establish a baseline measurement from which to assess 
pupil progress as it relates to Education Reform and did not 
plan to begin full assessment testing until at least 1998, five 
years after the enactment ofthe statute. As a result, there was 
inadequate assurance that state and local officials would be 
able to meaningfully measure the impact of Education Reform 
on student performance, obtain the information necessary for 
formulating proposed legislative changes, or assess any out
comes in a timely manner . 

• DOE did not adequately monitor the financial expenditures 
made by cities and towns with Education Reform funds. For 
example, DOE did not require municipalities or school districts 
to submit sufficient and verified information documenting how 
these funds were expended. The required annual financial 
reports filed by school districts were unaudited, and no inde
pendent verification of information submitted was performed 
to assess its accuracy, uniformity, or comparability. The audit 
also noted, apart from DOE responsibilities, that not all mem
bers of the Education Reform Review Commission, which was 
to be established by July 1, 1993 to monitor the effects of 
Education Reform, were appointed until 1996. Moreover, no 
funds were appropriated for its operation, which limited the 
Commission's ability to effectively perform its mandated du
ties. 
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• DOE did not fully comply with the legislative intent ofEduca
tion Reform relative to time and learning. In response to 
provisions in the law, DOE created the Massachusetts Commis
sion on Time and Learning, which, in September 1994, recom
mended amendments to DOE's existing time and learning 
regulations. These recommendations redefined what consti
tuted instructional hours and increased the amount ofinstruc
tional time students would receive in core subjects. However, 
due to certain objections, these recommendations were never 
implemented, nor were significant alternative regulatory 
changes made. As a result, although DOE was working with 
communities to increase the time spent on core academic 
subjects, intended changes in the time and learning structure 
of the public school system had not been made . 



Education Audits 

Prior Audit Results: Corrective Actions 

Mount Wachusett 
Community 
College 

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

The College has resolved several outstanding issues relating to 
a federally funded program for incarcerated students . These 
issues resulted from a dispute between the College and the federal 
Department of Education (DOE) regarding a federal DOE pro
gram review citing errors in tuition and fee computations~ certain 
grant overawards , data and reconcilation errors, inadequate 
monitoring of student enrollment and attendance , and failure to 
obtain approval for certain prison programs. The College ap
pealed the federal DOE findings , and a DOE Administrative 
Judge subsequently ruled in the College 's favor on virtually all 
issues except that of including a room and board allowance for 
incarcerated students when calculating cost of attendance (COA) 
factors. Even though the College eliminated its prison program 
as of July 1, 1995, the federal DOE appealed the rulings that were 
not in its favor, leaving these issues unresolved at the close of the 
prior report period. Since that time, the U.S . Secretary of 
Education has upheld all ofthe Administrative Judge's decisions, 
relieving the College of any liability regarding repayment except 
with respect to COA calculations. The College has completed the 
required recalculations and is in the process of repaying $122,979 
to the federal DOE. 

• The College is in the process of refunding to the federal DOE 
$21,278 in Pell Grant and Federal Work Study funds that either 
had been awarded to ineligible students or had been improperly 
calculated. 

• The College has properly assigned five defaulted loans that it 
had been holding to the federal DOE for collect.ion. 

• The College has improved reconciliation procedures for its 
Federal Pell Grant funds. In addition, its officials applied for 
and received $31,947 in Pell Grant funds that had been with
held by the federal DOE due to prior reconcilation errors . 
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The following is an update of ongoing initiatives in the area of 
education. 

• The OSA is continuing audits of federal student financial 
assistance programs at the Commonwealth's institutions of 
public higher education. 

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

• The OSA is reviewing the Department of Education's monitor
ing and oversight activities relating to charter school opera
tions. Pursuant to Chapter 46 of the Acts of 1997, the OSA is 
also examining financial activities and compliance issues at 
individual charter schools. 
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Human Services 
Audits 

During the report period, the OSA 
released twelve reports pertaining to 
human service activities, two of which 
were audits of vendors that contract with 
the Commonwealth to provide social 
services and four of which reviewed 
Information Technology (IT) activities. The 
IT reports are detailed in the IT Audit 
Section, which begins on page 52. 



Human Services Audits 

Audit Results 

Deficiencies in 
Contract 
Procurement and 
Oversight 

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

• The Department of Mental Health (DMH) Southeastern Massa
chusetts Area Office's contracts with one private vendor were 
reviewed under Chapter 647 of the Acts of 1989, the Internal 
Control Statute, at the request of DMH's Assistant Commis
sioner for Administration and Finance. The audit disclosed 
inadequacies in the Office's internal controls over contract 
review and noncompliance with Commonwealth rules and regu
lations and the contract-payment process. For example, the 
Office paid $2,328 more for staff services than was authorized 
on one contract, lacked vendor signatures on 16 of25 contracts 
reviewed, and processed payments of$60,000 to a subcontractor 
although the subcontract had not been signed by the vendor or 
subcontractor. In addition, the Office increased the maximum 
obligation under one contract after a successful bidder was 
named, an unsound and inequitable procurement practice that 
contravenes state bidding regulations. Finally, the Office did 
not adequately review contract performance and could not, in 
all cases, be assured that the vendor under review was provid
ing services in accordance with the provisions of the contract or 
fully disclosiI!g all related-party transaction costs as required. 

Pursuant to the requirements of Chapter 647, the OSA identi
fied the internal control procedures and policies that needed 
modifications, made recommendations for improving the con
trol environment, and worked cooperatively with law enforce
. ment agencies conducting a parallel investigation. See page 74 . 

• The Department of Social Services (DSS) did not maintain 
adequate internal controls over the activities of the vendor 
contracted to collect, process, and deposit revenue on its behalf. 
Specifically, the vendor did not provide timely deposit data to 
DSS as required by the terms of its contract. Deposit data for 
June, July, and August of 1995, for example, was not received 
by DSS until late January or early February of 1996. As a 
result, DSS, contrary to the closing instructions issued by the 
Office of the Comptroller, did not account for $82,601.27 in 
fiscal year 1995 revenue until fiscal year 1996. In addition, the 
vendor did not properly document reconciliations between its 
records and amounts entered by DSS into the Massachusetts 
Management Accounting and Reporting System or transmit to 
DSS a required billing/revenue reconciliation report. These 
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deficiencies were, potentially, a material breach of contract 
that would permit DSS to delay or reduce vendor payments. 
Finally, the vendor was not required to m ake daily revenue 
deposits , a practice required of state agencies in order to safe
guard funds and maximize interest income . 

• Wayside Youth and Family Support Network, Inc. , (Wayside), 
a nonprofit human service agency that receives state funding to 
provide educational, medical, and counseling services, had not 
developed and implemented adequate controls over its procure
ment of consultant services. Specifically, Wayside did not 
execute formal , written contracts with any consultants, and 
there was no documentation to support how these consultants 
were selected. As a result, neither Wayside nor the Common
wealth can be assured that all of the $55 ,091 in funds that 
Wayside expended for consultant services during the review 
period were necessary and proper . . 

Adequate accounting and administrative controls help to ensure 
that state funds are spent properly and efficiently. Several 
reports disclosed internal control weaknesses, which created 
vulnerabilities to waste and mismanagement and could result in 
lost revenues. 

• Open Pantry Community Services, Inc., (Open Pantry), a pri
vate vendor that contracts with the Department of Transitional 
Assistance (DTA) to provide 'emergency food, shelter, and social 
services, had not completely resolved issues regarding an es
crow account that it had set up to cover contingent liability for 
rental expenses. Open Pantry had placed funds in escrow that, 
with interest, totaled $15,343 after the owner of the building 
housing its program office declared bankruptcy. Both a private 
accountant and the OSA recommended that Open Pantry, in 
conjunction with DTA, implement an agreed-upon procedure for 
maintaining the escrow account and expending funds from it. 
However, when Open Pantry did not receive a response to its 
request to DTA and other funding agencies for direction regard
ing disposition of these funds, it acquired another office site, 
stopped setting aside escrow payments, and, accordingly, stopped 
billing contracts for that rental expense . 

• Open Pantry Community Services, Inc. , (Open Pantry) did not 
monitor, record, or report the contributions provided by Mercy 
Hospital to the Health Care for the Homeless Program, a 
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collaborative program administered by Open Pantry. Of the 
Program's $643 ,000 budget, approximately half came from 
state grants and the other halffrom Mercy Hospital's matching 
contribution. Because Open Pantry did not obtain accounting 
information for Mercy Hospital's contributed services, the true 
operating cost of the Health Care for the Homeless Program was 
understated, and Open Pantry was unable to assess whether the 
level of in-kind matching services provided were adequate and 
in compliance with contract requirements . 

• Tewksbury Hospital needed to improve its canteen fund opera
tions. Canteen funds, which were determined not to be Com
monwealth revenue, were inappropriately commingled with 
state funds, including fees received from organizations holding 
fundraising and other events for the benefit of outside groups. 
Retention of these space-use fees in the canteen fund account 
denied the Commonwealth use of over $18,235. In addition, 
several canteen fund expenditures, such as the reimbursement 
of credit card expenses, 'lacked sufficient documentation to 
determine whether they benefitted Hospital patients, the stated 
purpose of the fund. Finally, interest on the canteen fund was 
not maximized, and not all financial reports were forwarded, as 
required, to the Hospital's trustees. 

• Tewksbury State Hospital allowed use and occupancy of its 
facilities by private service agencies as well as by state agen
cies without obtaining required legislative or administrative 
approval. Although these entities generally provided benefits 
to the Hospital and important services in the community, the 
Hospital still needed to follow established procedures for space 
use, including receipt offormal approval for occupancy; execu
tion offormallease agreements; and recovery of the Hospital's 
(or the Department of Public Health's) cost of providing space, 
utilities, and services. 

• Tewksbury Hospital needed to improve control over cash man
agement. Specifically, $181,252 had been received in fiscal 
year 1995 but not deposited and credited to the Hospital until 
fiscal year 1996, possibly because the Hospital's retained rev
enue limit for fiscal year 1995 had already been exceeded. As 
a result, the Hospital was in noncompliance with Office of the 
Comptroller's year-end closing instructions and misstated its 
revenues on financial reports. In addition, because the deposits 
were not made until between 14 to 28 days after receipt, the 
Hospital was not in compliance with state law, which requires 
daily deposits. Timely deposits help to safeguard revenues and 
maximize interest income. 
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Strict monitoring of patient funds, along with proper accounting 
controls, is necessary in order to ensure accurate account balances 
proper fund expenditures, and appropriate interest income. Th~ 
need for improved management of these funds was noted in the 
following instances. 

• Tewksbury Hospital, in maintaining aggregate checking ac
counts for Department of Public Health and Department of 
Mental Health patients, was not transferring all individual 
client balances in excess of $250 to individual savings accounts 
as required. At the close of the audit period, 96 patients had 
balances in an aggregate checking account of over $250, which 
represented $16,078 that needed to be transferred to savings 
accounts in order to maximize individuals' interest income. In 
addition, 35 patients should have had funds transferred from 
their savings accounts to an aggregate checking account to 
cover negative checking account balances . Finally, the Hospi
tal held $64,462 in its aggregate accounts for 255 patients listed 
as discharged, instead of reimbursing the funds to the patients, 
their estates, or representative payees as required. More active 
monitoring of patient accounts would yield higher interest 
earnings for some patients and avoid negative balances for 
others, while indication of which patients noted as "discharged" 
were deceased Medicaid recipients would help clarify which 
funds were to be forwarded to the Estate Recovery Unit of the 
.Department of Medical Assistance. 

• Walter E. Fernald State School retained, for excessively long 
periods of time, funds that belonged to clients who had died or 
been discharged. During the audit period, $311,000 in funds 
owned by 140 clients had been held in various accounts for as 
long as eight years after the date of death or discharge. In 
addition, funds owned by both present and former clients were 
deposited in non-interest-bearing or low-interest-bearing ac
counts. As a result, clients or their beneficiaries may not have 
received the full benefit of their assets, including interest 
income. 

• Walter E. Fernald State School needed to improve controls over 
the disbursement of client funds spent on items purchased for 
individual clients. Of 37 transactions tested, 18 requisitions 
totaling $12,474 involved payments of checks to employees 
acting as "shoppers," rather than to vendors, as required under 
the School's own procedures. The audit also noted disburse
ments that were unsupported by invoices or other documentary 
evidence of purchases, untimely return of some unspent client 
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funds, and delays of several months to purchase items re
quested and needed by clients. As a result, certain client funds 
could have been subject to unauthorized use or disposition. 

All state entities and private entities that receive public 
funding for the purchase of equipment are required to keep 
complete inventories 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. 

• The Department of Social Services (DSS) had not maintained 
any type of inventory listing since fiscal year 1989, even though 
DSS made significant inventory purchases . For example, in
ventory purchases for the 1995 fiscal year alone totaled $835,854. 
Further, no annual physical inventory was conducted, and 
required property control identification numbers were not at
tached to all furniture and equipment. Without an accurate 
inventory, DSS could not be assured that its assets were pro
tected against loss, theft, or misuse. 

• Tewksbury Hospital di_Q. not conduct a physical inventory, tag 
equipment, or prepare an annual fixed asset report. As a result, 
there was little assurance that its fixed assets were properly 
protected or accurately recorded on its books. However, in 
response to this audit finding, the Hospital began to conduct a 

. physical inventory while OSA auditors were still on site. 

• The Walter E . Fernald State School, while improving some of 
its procedures concerning property and equipment purchased 
for individual clients, still needed to strengthen inventory 
controls. In one resident division, for example, 33% of client
owned property items tested were not tagged or identified on 
school property control records . As a result, the Hospital could 
not be assured that all furniture and equipment belonging to 
clients was adequately safeguarded. 

• Wayside Youth and Family Support Network, Inc., (Wayside), 
contrary to the requirement of its state contract and sound 
business practices, did not maintain an accurate inventory of 
property and equipment items totaling $135,166. As a result, 
neither Wayside nor the Commonwealth could be assured that 
these fixed assets were properly safeguarded against loss, theft, 
or mIsuse. 
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The OSA conducted a review of social worker staffing covering 
fiscal year 1996. The audit focused on whether a fiscal year 1996 
supplemental appropriation of $4.4 million to hire 127 social 
workers and 25 supervisors was properly implemented by DSS, 
and whether a caseload ratio of 18 cases per social worker had 
been achieved. Results of the OSA review are detailed below. 

• DSS, at the close offiscal year 1996, had 161.3 more Full-Time 
Equivalent staff members than were employed prior to the 
supplemental appropriation. Of these new employees, 139 were 
staff social workers and 22.3 were supervisors. As a result, DSS 
met the staff'levels called for in the 1996 supplemental appro
priation. 

• DSS, at the close offiscal year 1996, returned $1,925,393 to the 
Commonwealth's General Fund. These funds , which had been 
appropriated to the DSS personnel account, mainly for imple
mentation of collective bargaining agreements, were not needed 
when these costs were less than projected. Although there was 
some miscommunication between DSS and the Executive Office 
for Administration and Finance about whether certain collec
tive bargaining costs would come out of the supplemental 
budget, the $1.9 million, which was not needed to cover autho
rized costs , appropriately reverted back to the Commonwealth. 

• DSS, according to its collective bargaining agreement with the 
Service Employees International Union, was to assign 12 cases 
per month to assessment workers and investigators and 18 
cases per month to caseworkers who provide ongoing oversight. 
Prqvision was made in the agreement for reassignment of cases 
if an individual worker's weighted monthly caseload exceeded 
20. The OSA review found that, for the 12-month period ended 
June 30, 1996, the caseload average was 18.58 cases per social 
worker. The audit also noted, however, that for the last month 
ofthe fiscal year, 554 or 25% of social workers carried more than 
20 cases, and 136 social workers carried in excess of22 cases for 
more than two months. Although there were social workers 
carrying more than 20 cases for one month in each ofthe 26 DSS 
area offices, highly populated urban areas accounted for the 
majority of excess workloads . 



Human Services Audits 

Prior Audit Results: Corrective Actions 

The Department 
of Social 
Services (DSS) 

Walter E. Fernald 
State School 

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 entities have taken corrective actions as recommended 
by the OSA . 

• DSS has improved the monitoring and evaluation of its pro
gram services, including services to clients provided by vendors 
with whom it contracts. 

• The School has improved the reconciliation process between its 
financial records and bank statements for client funds held in 
savings and checking accounts. The School has also signifi
cantly reduced the number of client accounts with cash bal
ances in excess of $2,000, the maximum amount allowable 
under Medicaid eligibility regulations. 
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The following is an update of planned and ongoing initiatives 
in the area of human services. . 

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

• The OSA is conducting an audit of the Massachusetts Senior 
Pharmacy Program, which is jointly administered by the Ex
ecutive Office of Elder Affairs and the Division of Medical 
Assistance. The audit will examine controls over pharmacy 
billings as well as compliance and programmatic issues, includ
ing outreach. 
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Other Audit 
Reports 

During the report period, the OSA 
released 15 other reports pertaining to 
various state agencies, boards, and 
activities . Among these reports is a 
statewide review of the Massachusetts 
Highway Department's bridge inspection 
and rehabilitation activities and a report 
that revieweQ. Information Technology (IT) 
activities. The IT report is detailed in the 
IT Audit Section, which begins on page 52. 



Other Audit Reports 

Audit Results 

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 internal control weaknesses were noted. 

• The Board of Registration in Medicine was cited in a prior audit 
report for incurring an unnecessary expenditure of $13, 775 in 
state funds. This condition existed because physicians' exami
nation fee checks forwarded by the Board to the National 
Federation of Medical Boards by unregistered mail were lost 
and subsequently covered by the Board, through its appropria
tion. Although the Board had improved procedures for process
ing examination fees, it had not pursued and collected the 
$13 ,775 in state funds . 

• The Board of Registration in Medicine still needed to improve 
its recording, collecting, and reporting of fines imposed on 
physicians for improper conduct. Specifically, neither the 
Board nor the Executive Office of Consumer Affairs and Busi
ness Regulations maintained running balances offines levied 
on physicians, sent bills to physicians on whom fines were 
imposed, or monitored the system for imposing and collecting 
fines. As a result, the Board was unable to determine what fine 
balances were owed at any time or submit accurate accounts 
receivable information on year-end financial reports. 

• The Board of Registration in Medicine lacked internal control 
policies and procedures, which resulted in deficiencies in con
trols over reporting and processing cash receipts, license fee 
collections, revenue recordkeeping, and receipt deposits. The 
Board, in noncompliance with state law, did not report and 
process at least $785 in revenues due to the Commonwealth, but 
instead maintained an unauthorized petty cash fund. More
over, no records of petty cash expenditures were maintained, 
and employees would request funds when needed for such items 
as postage, refreshments, coffee, and Christmas decorations. 
Furthermore, the Board, in at least seven instances totaling 
$2,075, issued licenses to physicians who did not pay the 
required license fee because their checks were not honored by 
the Board's bank. Although the Board had a list of physicians 
whose checks could not be cashed, no action was initiated to 
either re-bill the doctors or initiate license-revocation proce
dures . In addition, the Board's cashbook did not accurately 
reflect the status of revenues received and deposited, at one 
point understating the amount forwarded to the Common
wealth by $422,334. Finally, the Board did not deposit funds on 
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a daily basis as required. As a result ofthese internal control 
weaknesses, revenue was lost to the Commonwealth, licenses 
were improperly issued and renewed, and funds were inad
equately protected and inaccurately recorded on the Board's 
books of account . 

• Hampden Probate and Family Court notified the OSA of the 
possible misuse of approximately $2,500 to $4,500 in cash 
receipts . The ~SA's subsequent review of the monitoring and 
accounting for filing fees in divorce cases indicated that one 
employee was able to circumvent the system of controls in place 
at the Court and, for a three-year period, divert filing fees for 
personal use. Apparently, the employee who initially processed 
the case would provide certain persons paying cash with an 
unofficial receipt, rather than one printed out from the elec
tronic cash register . The employeecould then retain the cash, 
which totaled $666 in 1994, $892 in 1995 , and $2,898 in 1996, 
and, at the same time, move the case papers along in the 
process. 

Pursuant to the requirements of Chapter 647 of the Acts of 1989, 
the OSA examined the control environment in which the diver
sion offunds occurred and made recommendations for strength
ening controls and supervisory review over the collection of 
receipts . The Hampden County District Attorney's Office, 
which was also notified of the potential theft of funds, con
ducted its own separate investigation, which led to an indict
ment and conviction. See page 75 . 

• The Registry of Motor Vehicles reported to the OSA a potential 
theft of $5,447 at its Malden branch office . The OSA audit 
disclosed several internal control deficiencies , including the 
inadequate monitoring ofthe cash report known as an override 
audit, which enabled an employee to record and deposit less 
revenue than was collected, diverting the unreported amount 
for personal use. A second level of oversight, provided by the 
regional director, was also not sufficient to assure that discrep
ancies would be noted and investigated within a reasonable 
amount of time . The OSA audit also revealed several other 
deficiencies unrelated to the reported theft but as serious in 
their potential impact on the security and safeguarding of 
financial assets. For example, employees carried cash bags 
through crowded public areas; a management official walked 
receipts for deposit to a neighboring bank without police escort; 
and receipts were not always deposited on a daily basis. In 
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addition, improvements were needed in reconciliation proce
dures when actual cash deposits as reported on bank statements 
differed from amounts recorded on the Registry's centralized, 
automated Cash Management System. During the audit pe
riod, reconciliation of these variances was not required and, in 
most cases, was not performed. 

Pursuant to the requirements of Chapter 647 ofthe Acts of 1989, 
the OSA made recommendations for improvement of the 
Registry's control environment, policies, and procedures . Since 
a potential theft of funds occurred, local law enforcement 
authorities also conducted a separate criminal investigation. 
See page 76. 

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

• Bridgewater Correctional Complex did not tag all furniture and 
equipment items . In addition, several items could not be 
located as indicated. As a result, the Complex could not be 
assured that its fixed assets were adequately protected against 
loss, theft, and misuse. 

During the audit period, the OSA issued an interim report 
relative to design and construction costs associated with a section 
of roadway that joins Logan Airport to the Third Harbor Tunnel 
roadway, referred to as the Counterclockwise Loop Viaduct. This 
report is part of an ongoing audit of programmatic planning, 
implementation, and monitoring activities associated with 
construction ofthe Central Artery/Third Harbor Tunnel Project. 
The interim report identified the following issue . 

• The Massachusetts Highway Department (MHD) did not re
solve a major airport ramp design issue with the Massachusetts 
Port Authority in a timely manner. As a result, MHD incurred 
additional design and construction costs of approximately $8.4 
million. 
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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 56 state entities in order to 
determine whether all receipts received through June 30, 1997 
were reported on the Commonwealth's official books of account 
and were deposited with the State Treasurer's Office in accordance 
with the Office of the State Comptroller's year-end closing 
instructions. This review was performed to ensure an accurate 
accounting and recording of revenues collected during fiscal year 
1997 and also to improve the timeliness of collecting and depositing 
revenues in order to maximize non-tax revenue income. Although 
many 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 . 

• Ten state entities, consisting of seven courts and three state 
agencies, did not properly account for a total of $104,000 in 
fiscal year 1997 revenue. Three of these entities, Attleboro 
District Court, Lowell District Court, and Roxbury Community 
College had been cited in prior audit reports for similar delays 
in depositing year-end revenues, and Brighton District Court 
was cited in the prior audit report for fiscal year 1996. 

• Five state agencies did not properly maintain their billing and 
accounts receivable information on the state's automated sys
tem 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. 

• Seven agencies did not deposit revenue receipts daily as re
quired. 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. Three entities, the Department of Mental 
Health's (DMH) Solomon Carter Fuller Mental HealthCenter1 

the DMH Northeast Area Center, and Roxbury Community 
College, were cited for the same issue in the fiscal year 1996 
report. 

• Two agencies did not complete or could not document general 
cash management procedures . Proper cash management helps 
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to protect funds from possible loss, theft, or misuse and facili 
tates accurate reporting and oversight. Both agencies , Massa
chusetts Correctional Institution - Lancaster Pre-Release Cen
ter and DMH Northeast Area Center, were cited for various 
issues of noncompliance in the prior audit . 

Pursuant to Chapter 555 of the Acts of 1986, the State Auditor 
is charged with annually determining whether the net state tax 
revenues of a particular year exceeded allowable state tax rev
enues for that year. The most recent review determined that the 
net state tax revenues of $12 ,868,151,900.58 were below the 
allowable state tax revenues of$13,460, 199,899.06 by the amount 
of$592,047,988.48. Therefore, no excess tax revenues existed for 
the fiscal year ended June 30, 1997. 

The OSA conducted a review of Massachusetts Highway 
Departmellt (MHD) activities relating to state-owned (2 ,909) and 
municipally owned (1,546) bridges to determine how well activities 
were managed and whethe.r those activities resulted in an efficient, 
economical, and effective use of resources . Results of the OSA 
review are detailed below. 

• MHD had 669 bridges (15%) under its purview that were 
structurally deficient, and 1,176 (26%) that were functionally 
obsolete, together making up 1,845, or 41 % ofthe total number 
of bridges in MHD care . 

• MHD had not developed a formal system to comprehensively 
identify and objectively prioritize bridges in need of rehabili
tation or replacement, and to take local input and needs into 
appropriate consideration when allocating the limited resources 
available. Such a system, if utilized, would help ensure that 
bridge funds are spent on bridges most in need of work. Further, 
MHD did not have in place measurable, written goals that 
would allow the periodic and quantitative measurement ofits 
success in meeting predetermined targets for its bridge pro
grams. 
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• MHD had not determined the safe-load capacity, or the amount 
of weight a bridge can safely carry, for 1,736 (40%) of state
owned and municipally owned bridges, as federally required. 
Also, of the 721 bridges on MHD's 1995 bridge inspection list 
that were required to post safe-Ioad-carrying restrictions, 79 
(11 %) did not have the appropriate signs, and some had been 
unposted for many years. 

• MHD inspections, as part of the bridge inspection process, 
identified and reported deficiencies that were listed as critical, 
major, and minor . MHD district offices then generally ad
dressed critical deficiencies , and did not address major or minor 
deficiencies, even though increased maintenance efforts could 
prevent bridges from deteriorating to the point where costly 
rehabilitation becomes necessary. 

• MHD estimated that it would cost $2.1 billion to rehabilitate, 
replace, or maintain the 1994 backlog of deficient bridges for 
less than one third of the state. During the audit period, 
however, only $304 million, or 47% of the $646 million in 
available bridge funds were expended for bridges statewide, the 
same amount expended from federal bridge funds for the Cen
tral Artery Project. As a result of this pattern of expenditure, 
combined with projected federal funding constraints, the OSA 
review indicated that MHD'·s ability to meet its statewide needs 
would be adversely affected for a considerable period of time 
unless increased resources are directed to bridge rehabilitation 
and replacement. 
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The OSA, in response to the disclosure of deficiencies with 
regard to telecommunications, travel, and training in previous 
audits of other agencies , conducted a special scope review of 17 
state agencies to determine whether policies, procedures, and 
internal controls for these areas were adequate, and whether 
related expenditures were in keeping with applicable laws, rules, 
and regulations . 

• Six of the 17 state agencies reviewed had inadequate internal 
controls in place over telecommunications expenditures. Spe
cifically, the Massachusetts Maritime Academy, Massasoit 
Community College, Northern Essex Community College, 
Bristol Community College , the Massachusetts College of Art, 
and the Department of Youth Services (DYS) lacked sufficient 
controls to ensure that all long-distance telephone charges 
incurred were for business-related purposes. In addition, DYS 
issued cellular phones, telephone cards, and pagers without 
requiring that the employees to whom they were issued sign for 
their receipt, thereby exposing the equipment to loss , theft, or 
mIsuse . 

• The Massachusetts Maritime Academy, Fitchburg State Col
lege , and Worcester State College did not have adequate con
trols over the documentation of travel expenditures . Specifi
cally, the OSA review of 68 travel vouchers at Massachusetts 
Maritime Academy disclosed that 48 (69%) of the vouchers 
totaling $27,600 in credit card reimbursements that were paid 
to employees had inadequate or missing documentation, such 
as itemized receipts from hotels and restaurants and state
ments describing the purpose of the expenditures . Fitchburg 
State College did require original invoices and other receipts as 
part of reimbursement requests for travel expenses , but, once 
reviewed, returned the original documents to the traveler if 
requested, contrary to sound business practices . The Admis
sions Department at Worcester State College , having issued 
official credit cards to avoid delayed travel reimbursements, 
lacked supporting documentation such as original receipts , 
travel request forms, and records of the purpose for expendi
tures. As a result of the deficiencies noted, there was inad
equate assurance that all travel-related expenditures at these 
agencies were appropriate and allowable. 
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A review of prior audit results is an important component of 
each OSA audit . This follow-up review helps to monitor and to 
acknowledge agency compliance with OSA recommendations. 
Corrective actions, based on OSA recommendations, were taken 
in the following instances . 

• The Board has improved controls over payroll expenditures by 
ensuring that compensatory time earned and used is accurately 
recorded and in agreement with employee payroll records. 

• The Registry has improved the safeguarding of certificate of 
inspection stickers by storing them in a locked room monitored 
by security cameras . 

• The Registry has improved its procedures for issuing rebates to 
inspection stations for unused certificate ofinspection stickers 
by installing a new computer program that reviews payment 
requests and allows checks to be verified and mailed from 
Registry headquarters. 
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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 OSA is examining whether con
tracts with underwriters and financial consultants are com
petitively bid and is reviewing the process for determining bond 
consultant fees . This audit will result in a series of reports, one 
of which has been issued. 

• The OSA is reviewing and assessing the system of internal 
controls that the Massachusetts Highway Department has 
established for estimating, monitoring, and controlling project 
costs in order to identify system weaknesses and opportunities 
for savings; cost avoidance; and adherence to timing, schedul
ing, and performance requirements. This audit will result in a 
series of reports, eight of which were issued as of December 31 , 
1997. 

• The OSA is continuing its review of expenditures under Infor
mation Technology (IT) Bond Authorizations, which provide 
capital outlays for the acquisition and upgrade of major infor
mation technology systems. This audit will result in a series of 
reports, one of which, a review offour projects funded under IT 
Bond Bill I, has been issued. 
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• During fiscal year 1999, the OSA will once again be a full 
partner in performing the "Single Audit ofthe Commonwealth." 
This audit constitutes satisfaction of the federal requirement to 
audit the Commonwealth of Massachusetts' financial opera
tions , as well as specified compliance issues. The OSA will 
continue to perform the following audit functions: (1) determin
ing the relationship of Net State Tax Revenues to Allowable 
Tax Revenues (Tax Cap Determination) , (2) reporting on agency 
compliance with the Office of the Comptroller's Official Year
End Closing Instructions for Cash Revenue Management, and 
(3) reporting on agency compliance with the Office of the 
Comptroller's Year-End Closing Instructions for Encumbrance 
and Advance-Fund Management. 

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

The OSA will also participate substantively in the "Single 
Audit of the MBTA" by testing certain capital and operating 
expenditures to determine the MBTA's compliance with vari
ous federal and internal control requirements . In addition to 
conducting a variety of Single Audits , the OSA will also con
tinue to assist housing authorities and other entities in meet
ing their responsibilities under the Federal Single Audit Act . 

• The OSA is conducting a review of selected redemption centers, 
bottlers, and distributors throughout the Commonwealth to 
determine their compliance with provisions of Chapter 94 of the 
MGLs known as "The Bottle Bill Statute." The review will 
include an examination ofinternal controls, financial records, 
and other applicable data, as well as oversight by the Depart
ment of Environmental Protection to determine whether the 
Commonwealth's .Clean Environment Fund is receiving all 
amounts due from unclaimed bottle deposits. 
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Information 
Technology Audits 

During the report period, the ~SA's IT 
Audit Division issued six audit reports and 
one management letter detailing strengths 
and weaknesses ofinternal controls within 
computer-related and certain financial
related areas . In addition, because of the 
changing data processing environment 
throughout the Commonwealth, the IT 
Audit Division has continued to update 
survey information pertaining to computer
related operations. Results from this 
survey allow this Division to schedule audit 
engagements based upon levels of risk to 
agency data centers or automated systems. 
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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 
performed in an accurate, complete, and timely manner. This 
Division also examines financial-related controls, which are 
generally reported in integrated IT and financial audits. Findings 
recorded during this report period disclosed issues in a number of 
areas , including disaster recovery and business continuity 
planning, environmental protection and physical security, backup 
storage of computer media, organization and management of IT 
operations, system access security, year 2000 planning and 
readiness, and accounting and inventory controls . 

The overall objective of disaster recovery and business 
continuity planning is to ensure that computer operations that 
are critical or important 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 Department of Food and Agriculture had not implemented 
or tested a formal business continuity plan for a timely post
disaster restoration of critical and important business func
tions processed through its automated systems. Also , although 
the Information Technology Division within the Executive 
Office for Administration and Finance provided backup for 
mainframe-based business functions, the Department had not 
developed contingency plans to regain the functions of these 
systems should the mainframe become unavailable. In addi
tion, the Department had not designated or tested alternate 
processing sites for Department offices should a disaster render 
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any office unusable or inaccessible. As a result, a significant 
disaster impacting the Department's automated systems would 
seriously affect its ability to regain critical and important data 
processing operations. 

• The Department of Housing and Community Development did 
not have a formal reciprocal agreement to continue data pro
cessing operations at an alternative site in the event of a 
disaster . This condition could have an adverse impact on 
mission-critical applications affecting landlords, tenants, and 
low-income persons trying to obtain housing. Management 
should develop and implement a formal written business con
tinuity plan, and a copy of the contingency plan, as well as all 
disaster recovery plans, should be stored at an off-site location. 

• Framingham State College had not documented a College-wide 
recovery strategy for business continuity in the event of signifi
cant disruptions to or loss of automated processing. This 
condition could result in significant delays in re-establishing 
IT-based functions should a disaster render its automated 
systems inoperable. Since the College's computer systems 
process important information regarding student and adminis
trative accounts and student registration, a reliable business 
recovery plan is vital to ensuring continued operations. Also, 
the College needed to ensure that all mission-critical systems 
were identified and prioritized, based on the potential loss or 
exposure to the College, should processing capabilities not be 
restored within required time periods. Finally, the College 
needed to enter into a reciprocal arrangement with another 
entity of similar size , with similar systems, where certain 
processing could be performed in case of emergency. 

• The Office for Children (OFC) had not documented an agency
wide recovery strategy for business continuity, should signifi
cant disruptions or losses of automated processing capabilities 
occur. This could result in OFC experiencing significant delays 
in re-establishing the processing of certain functions should a 
disaster render computer systems inoperable . Since the OFC's 
computer systems process important information regarding 
day-care provider background information, investigative ma-
terial, and licensing information, a reliable business recovery 
plan is vital to ensuring continued operations and minimizing 
data reconstruction efforts . Also, a formal assessment of the 
criticality of automated systems and evaluation of their asso
ciated risks and exposures had not been conducted to prioritize 
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the order in which systems should be recovered. OFC admin
istrators should develop appropriate policies, plans , and proce
dures to outline recovery strategies and protect themselves 
from loss of critical information systems; identify and priori
tize all mission-critical systems; and form ulate a reciprocal 
arrangement with another state agency having compatible 
technology to serve as an alternative processing site . 

• The Massachusetts Rehabilitation Commission (MRC) had not 
made contingency plans to maintain busine~ operations should 
its access to a centralized mainframe be lost and had not 
implemented or tested a business continuity plan for post
disaster restoration of business functions for its other systems. 
Further, MRC had not designated or tested alternate process
ing sites for various regional offices should a disaster 'render 
any of the offices unusable or inaccessible , and on-site or off
site storage for all critical and important applications and data 
back-ups was not in place. MRC also had not assessed the risk 
to and importance of all systems, developed and tested a written 
business continuity plan, and trained its staff for the plan's 
implementation. As a result, the recovery of data processing 
operations following a disaster could be limited . 

• The Soldiers' Home in Holyoke did not have a documented 
disaster recovery plan or an up-to-date reciprocal arrangement 
for contingency processing. Also, the Soldiers' Home needed to 
perform an annual evaluation to determine the criticality of 
and risk to each system. Without adequate contingency plans 
in place, if a disaster should occur, efforts to regain critical data 
processing within an acceptable period of time could be inhib
ited. 

55 



Information Technology Audits 

Environmental 
Protection 
Controls and 
Physical 
Security 

56 

Proper environmental protection controls and physical security 
for data centers and on-site or off-site media storage rooms serve 
to minimize significant risks regarding staff safety and damage 
to or destruction of the physical plant, equipment, data, and 
software. In addition, adequate physical security serves to 
minimize the risk of unauthorized persons breaching security and 
gaining unauthorized entry to areas housing valuable computer
related equipment and information . 

• The Office for Children's (OFC) environmental protection con
trols needed to be strengthened over local area network file 
servers, and related policies and procedures needed to be docu
mented. The OSA found that the room housing one of the file 
servers was also being used as a photocopy room. The photo
copier generated heat sufficient to require the use offans to cool 
the room, and neither of the two entrances to the room was 
secured from unauthorized entry. In addition, the remaining 
two file servers were installed in unsecured employee offices. 
As a result, OFC risked unintentional damage or accidental 
loss to its computer systems that could adversely affect critical 
and important functions such as licensing information related 
to day care providers. The OSArecommended that OFC develop 
and document policies and procedures for environmental pro
tection and physical security oflT-related assets. OFC should 
also place all file servers iIi a secure, environmentally con
trolled, dedicated room, or strengthen protections over existing 
areas housing the file servers . 

• The Soldiers' Home in Holyoke had inadequate controls to 
detect and suppress fire or to detect water leakage within its 
computer room. Specifically, there were no smoke, heat, or 
water detectors, and although there was a sprinkler system, 
this system could itself cause harm to computer hardware. In 
addition, there was no intrusion alarm system to alert security 
personnel of unauthorized after-hours access or access at
tempts. Finally, the computer room lacked an uninterruptable 
power supply or alternate source that would provide emergency 
power or would ensure proper shutdowns of computer equip
ment. The OSA recommended that environmental controls at 
the Soldiers' Home be reviewed and strengthened, particularly 
with respect to smoke, heat, water, and intrusion detection. 
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All state entities are required to keep complete inventories of 
government-owned or -leased computer-related equipment to 
ensure that these fixed assets are properly safeguarded and used 
for the purposes intended. The following report identified areas 
in which inventory controls over computer hardware needed 
improvement . 

• The Massachusetts Rehabilitation Commission's (MRC) con
trols related to the recording and reporting of computer equip
ment, valued at $2.6 million, needed to be strengthened. MRC's 
internal control plan, which documented policies and proce
dures regarding asset management, needed to be revised to 
require the performance of an annual physical inventory. The 
most recent inventory record needed to be updated to include 
$1.3 million in computer equipment purchased for use by MRC 
clients . Also, of 1,944 items inventoried, at least 33% did not 
have cost information or inventory tag numbers on file. As a 
result of these deficiencies, MRC's inventory reports to the 
State Comptroller were incorrect, and computer hardware 
items were vulnerable to loss, theft, or misuse . 
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Sound management practices and generally accepted industry 
standards for data processing installations advocate that a 
perpetual inventory be maintained for all software and that 
~ufficient policies and procedures be in effect to ensure the 
integrity of the inventory record. In addition, the software 
inventory and periodic tests should be used to help prevent 
unnecessary software expenditures, unauthorized installation of 
software, software copyright infringements, and loss or theft of 
software products. Finally, prevention ofthe unauthorized use of 
software decreases the risk of importing viruses, helps to ensure 
the integrity of data files, and protects agencies and individuals 
from the risk of legal action for copyright infringement . 

• The Department of Food and Agriculture did not maintain 
inventory records to properly account for and help safeguard 
software applications and products installed on its computer 
systems; provide cost amounts for this software; determine 
whether only authorized software was residing on these sys
tems; or determine whether software had been properly allo
cated. In addition, adequate controls were not in place to 
prevent or detect the use of unauthorized or illegal copies of 
licensed software or to prevent copyright infringement. As a 
result, the Department could not be assured that its software 
assets were adequately protected or that only authorized and 
legal copies of software were installed on its computers . 

• The Massachusetts Rehabilitation Commission (MRC) did not 
maintain a central record of software packages installed at 
administrative, district, and area offices or a current inventory 
of microcomputer-based software. Also, MRC management was 
unable to provide documentation for all software procurements, 
such as purchase orders and license agreements. Furthermore, 
controls were not implemented to prevent or detect the instal
lation or use of unauthorized or illegal software. As a result of 
this last deficiency, software providing direct access to the 
Internet had been installed despite the fact that this allowed for 
circumvention of security procedures in place to prevent unau
thorized access to critical and confidential information. Fi
nally, staff members were permitted to install outside software 
without having virus protection software in place. Because of 
general control weaknesses,MRC could not account for all 
copies of software installed on its microcomputer systems, could 
not ensure that only authorized software was residing on these 
systems, could not determine whether software had been prop
erly allocated, and could not provide an accurate accounting of 
software costs . 
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On-site and off-site 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 on-site backup copies be destroyed. Failure to store 
critical information on site and off site places at risk an agency's 
ability to restore and resume critical processing within an 
acceptable period of time. 

• The Department of Housing and Community Development did 
not maintain a list of persons authorized to deliver or retrieve 
backup data tapes. In addition, an adequate record of backup 
tapes was not being maintained at the off-site storage location. 
The OSA recommended that management implement policies to 
ensure that a log is maintained of all authorized personnel 
delivering or retrieving data storage tapes and that an ad
equate record of backup tapes be established at the off-site 
location. 

• The Massachusetts Rehabilitation Commission (MRC) was in
consistent in its media backup practices. Of the 246 computer 
users entering data into MRC's systems, only 127 (52%) were 
properly backing up data . As a result, critical and important 
information might not be available should automated systems 
be damaged or destroyed. For example, one staffperson whose 
laptop computer was stolen could not recover client information 
because no backup of data files had been performed. Further, 

. MRC officials could not determine , in this case, the extent to 
which confidential data had fallen out of agency control. The 
OSA recommended that MRC train staffin procedures to back 
up all critical and important data files and provide secure on
site storage for these files . In addition, MRC should implement 
a plan to ensure that backup copies of all critical software and 
data are stored off site. 

• The Office for Children's (OFC) security over backup copies 
stored off site was not adequate because the copies were being 
stored at an employee's home . Although OFC had made a good 
faith effort to address backup storage of computer media, the 
OSA recommended relocating the off-site storage to a location 
where security controls can be assured and independently 
tested, where backup copies are more accessible, and where an 
employee would not face potential liability should backup files 
be lost or stolen. 
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• The Soldiers' Home in Holyoke's controls regarding on-site and 
off-site storage of backup media required strengthening to 
ensure that backup tapes and other media were properly ac
counted for and adequately safeguarded. Daily and weekly 
backup tapes containing programs and information were stored 
in various locations in the facility . Physical security provided 
for on-site and off-site backup tapes was found to be inadequate 
in that daily and weekly backup media were stored in easily 
accessible desks and file cabinets. In addition, the Soldiers' 
Home management was not storing backup media off site. The 
OSA recommended that the Soldiers' Home review its policies 
regarding on-site storage of computer-related media; establish 
a procedure to store up-to-date backup media off-site ; and store 
on-site and off-site backup media in secure, environmentally 
protected areas. The OSA also recommended that the Soldiers' 
Home develop a tape management system, including a method 
of inventory control over all media stored on site and off site, 
with a record of inputs and outputs to and from storage, by 

. whom, and when. 

Effective controls need to be in place over the general operation 
and management oflT facilities and projects related to automation 
ofbusiness functions. The organizational structure must provide 
a framework which helps ensure that resources are planned for 
and used in the most beneficial way, that assets are safeguarded, 
that reliable information is produced in a timely manner, and that 
compliance with applicable laws and regulations is ensured . 

• Framingham State College did not have documented and ap
proved policies and procedures in place to adequately address 
IT functions. Such documented policies and procedures would 
cover information technology strategic planning, development 
of strategic and tactical plans, business continuity planning, 
risk assessment and management, system development and 
modification, installation and testing standards, physical and · 
logical system access security, quality assurance, budgeting 
and cost allocation, training, problem resolution, data manage
ment, and monitoring and reporting. The OSA recommended 
that the College draft and distribute comprehensive IT-related 
policies and procedures , and also appoint an information sys
tems director . 
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Industry guidelines or baseline controls indicate that 
appropriate access security controls should be in place for critical 
or high-risk systems to ensure that only authorized personnel 
obtain system access . Access to automated systems should be 
granted on a need-to-know or -perform basis. Writtel) policies and 
procedures for access 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 Food and Agriculture needed to strengthen 
certain logical system access security controls to ensure that 
only authorized users have access to the Department's auto
mated systems. The audit disclosed that the handbook on which 
the Department relied did not sufficiently document security 
controls, including rules regarding password formation and use 
of computer systems. In addition, the Department did not 
require users to change their passwords , and of 75 authorized 
users, 37 (49.3%) had not changed their passwords for approxi
mately two years, while 34 users (45.3%) had not changed their 
passwords for up to one and one-half years . Only four users 
(5.3%) had changed their passwords within the prior three 
months . Further, there was no formal mechanism in placeto 
ensure that logon IDs and passwords would be revoked for 
individuals no longer authorized or needing access to auto
mated systems. As a result, staff charged with the responsibil
ity for security administration left access codes active for 
individuals no longer authorized or needing to access the 
system. In fact, of the 75 authorized users , eight (10.6%) were 
not current employees and therefore should not have had active 
access authorized for system resources . The OSA recommended 
that the Department develop and implement formal and ap
proved policies and procedures regarding access. In addition, 
the Department should require that passwords are changed 
periodically, that procedures regarding password renewal and 
removal are documented, and that procedures to ensure that 
changes in employee status are implemented. 
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• The Massachusetts Rehabilitation Commission's (MRC) logical 
system access security controls for its computers needed to be 
strengthened. Although access security software had been 
installed on one system, it had not been installed on the file 
servers or on microcomputers or laptops containing sensitive or 
confidential information. Because access security software had 
not been installed, logon ID and password security functions 
were not available to prevent unauthorized access to confiden
tial client-related data files and software residing on microcom
puter-based systems. Moreover, there was insufficient security 
over the use of software . As a result, confidential and critical 
data files were placed at risk of unauthorized access, disclosure, 
changes, or deletions . In addition, there was no formal mecha
nism in place to ensure that logon IDs and passwords would be 
revoked for individuals no longer authorized or needing access 
to automated systems, and staff charged with the responsibility 
for security administration may have left access codes active for 
individuals no longer authorized or in need of access to the 
system. The OSA recommended that MRC develop formal poli
cies and procedures regarding access authorization; password 
changes , renewal, and removal; and notification of changes in 
employee status. Finally, the OSA recommended that MRC 
require staffto access the Internet through the statewide Wide 
Area Network or that MRC install sufficient security to prevent 
unauthorized access to the Commission's automated system. 
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The year 2000 issue stems from a problem contained in most 
business application systems, system utilities, and operating 
systems software developed over the past 30 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 that the year is 1900. Agencies should all be 
moving to address this potentially critical problem . 

• The Soldiers' Home in Holyoke had not conducted an assess
ment of its information technology to identify the impact on 
systems and interdependencies with outside parties, nor had it 
developed a documented plan to address needed changes to 
make its processing environment year 2000 compliant. Of most 
concern is a third-party billing system which provides remote 
Medicare insurance-billing capabilities. Although the soft
ware vendor may make necessary software changes, the system 
on which the software runs, because of its age, is not, and will 
not be, capable of becoming year 2000 compliant. In addition, 
the Soldiers' Home operates a system that tracks inpatient 
admissions, discharges, transfers, and medical record informa
tion, including infectious disease data. According to manage
ment, as ofthe start of the ~SA's audit, no assessment had been 
made regarding year 2000, and it was assumed that all systems 
would be compliant as they were, or that the state or software 
vendors would take care of any problems. As a result, unless a 
more focused effort is made to assess the problem and develop 
a viable plan, mission-critical systems may not be available 

. when impacted by year 2000. The OSA recommended that the 
Soldiers' Home conduct a comprehensive assessment of its 
information systems and technology environment, including 
all interfaces with external systems, to identify the impact of 
the year 2000. The OSA further recommended that the Soldiers' 
Home develop a formal plan outlining its strategy to identify, 
modify or convert, and test information systems and supporting 
technology impacted by year 2000. 
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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 administrative and internal control weaknesses were 
noted . 

• The Department of Food and Agriculture needed to strengthen 
certain procedures and controls regarding the processing, ac
counting for , and reporting of licenses issued to pesticide 
applicators and dealers . Applicants for pesticide license certi
fication are required to pass a qualifying examination and to 
pay an examination fee of $25 . Successful applicants, upon 
payment of an additional fee , are issued a permanent license 
number, though the license must be renewed yearly. During 
fiscal years 1995 and 1996, the Department deposited approxi
mately $576,000 in revenue associated with this process. How
ever, confirmation of revenue received was impeded because 
the Department's automated system could not provide informa
tion such as the total number of applicants who took the 
qualifying examination or total number oflicenses issued, and 
could not perform certain important reconciliation functions. 
As a result , the Department could not be assured that all 
revenue was collected and--deposited and that licenses were 
issued only to qualified applicants. In addition, controls over 
the storage of blank license forms needed to be improved, since 
employees had ready access to the storage area where blank 
license forms were kept, and an inventory of unused license 
forms was not maintained . 

• The Department of Food and Agriculture had potentially over
charged the manufacturers of commerical feed pro"ducts for 
registration fees collected since 1992 by $559,982. Manufac
turers of commercial feed products are required to renew their 
registration each calendar year, and the Department is autho
rized, under Chapter 128, Section 52, of the Massachusetts 
General Laws, to charge a $25 registration fee for each feed 
product. However, the OSA found that all documents, such as 
invoices, related to the registration process required a $50 fee 
for each product sold. The OSA was unable to determine the 
cause for the unauthorized doubling of registration fees be
cause all of the managers who might have been responsible for 
the decision to increase fees during the 1992 calendar year had 
terminated their employment at the Department, and the 
current staff could not locate pertinent records related to this 
decision. The OSA recommended that the Department take 
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immediate corrective action to ensure that the registration fees 
charged to the manufacturers of commercial feed products are 
correct, monitored, and changed only through the appropriate 
legislative process . 

• The Department of Food and Agriculture needed to strengthen 
certain controls regarding the receipt, recording, and deposit of 
registration fee income from commerical feed products . Al
though the OSA determined that all revenue received was 
properly accounted for , fee income was not deposited within one 
day of receipt as required by state law. On March 12, 1997, the 
OSA found that checks dated February 13, 1997 through March 
6, 1997 had not yet been deposited. In addition, the checks had 
not been stamped with the date of receipt nor had they been 
restrictively endorsed. In addition, the accompanying registra
tion documents had not been stamped with the date of receipt, 
nor had they been processed in a timely manner. As a result, 
interest income was not maximized; funds were placed at risk 
ofloss or theft; and there were processing delays for registra
tion forms of between one and six weeks. Finally, the Depart
ment had not maintained a departmental log of revenue re
ceived from all sources offee income, as required by the Office 
of the State Comptroller. As a result, the Depart~~nt 'was 
impeded from reconciling revenue received to checks deposited 
in the bank. The OSA recommended that the Department 
comply with required accounting procedures, such as daily 
deposits of revenue, immediate and restrictive endorsements of 
checks, and the maintenance of a departmental log. Moreover, 
the OSA recommended that the Department review its proce
dures regarding the processing of registration documents, in 
order to complete the registration process in a more timely 
manner . 

• The Department of Food and Agriculture needed to improve 
certain accounting controls related to the processing of pay
ments to vendors . A review of 98 expenditures disclosed a lack 
of supporting documentation, including invoices and receipts. 
For example, 11 payment vouchers , totaling $15,400, did not 
have the corresponding invoices attached. Because the invoices 
were not available , the OSA was unable to review these docu
ments to determine whether contract requirements had been 
met and whether the number and type of services delivered 
complied with contract requirements . In addition, the OSA was 
unable to review the invoices for clerical accuracy, such as the 
mathematical accuracy of the payments, the accuracy of rates 
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charged, and the sufficiency of funds available prior to pay
ment. Moreover , the OSA found that an additional nine pay
ment vouchers , in the amount of$10,814, were not supported by 
a bill of lading. As a result, the OSA could not determine 
whether the items for which payments had been made had been 
delivered. Other deficiencies noted included payment vouchers 
charged to the wrong subsidiary or object code, payment vouch
ers that did not match the corresponding amount recorded on 
the vendor invoice, and invoice totals that were mathemati
cally incorrect . 

• The Department of Food and Agriculture did not adequately 
segregate the duties of employees responsible for financial 
transactions . The audit disclosed that the same person pre
pared, approved, and entered transactions for payment. Addi
tionally, the same person who approved certain reimburse
ments for travel expenses, submitted vouchers for payment. 
Department officials were apparently unfamiliar with the 
Internal Control Statute or the control requirements docu
mented in the Office of the Comptroller's "Internal Control 
Guide ." Both stress the importance of distributing financial 
transaction duties so that the work of one employee can check 
on the work of another. The OSA recommended that the 
Department develop formal internal control policies and proce
dures and address weaknesses that might have placed funds at 
risk of possible loss, theft, or misuse . 

• Framingham State College 's internal control policies and pro
cedures for procurement and accounts payable were not being 
followed in all instances. Based upon a judgmental sample of 
53 combined procurement and payment transactions, repre
senting in excess of 50% of fiscal year 1996 expenditures 
totaling $1 ,998,891, the OSA found that 23 payments made 
were not supported by a purchase order, 18 payments made did 
not have packing slips attached to invoices, and two payment 
vouchers and checks were signed by the same individual. In 
addition, executed purchase orders were not pre-numbered or 
centrally controlled. As a result, the College did not have 
sufficient assurance that only authorized payments were made 
and that they were made for the proper amounts. The OSA 
recommended that the College increase its monitoring of ac
counts payable functions to ensure that adequate support 
documentation is provided and that other important control 
procedures are also followed consistently. 
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• Framingham State College did not have a control register to 
assist with the administration and review of existing contracts. 
The ~SA' s sample of construction contracts reviewed for fiscal 
years 1995 and 1996, totaling $1 ,045 ,091 , revealed that a 
centralized record to track contract status, approvals , change 
orders, awarded amounts, payments, and completion dates was 
not in place. As a result, the College did not have sufficient 
assurance that contracts were adequately tracked. 

• The Office for Children .(OFC) did not perform required recon
ciliations between in-house records , such as monthly bank 
statements, and Massachusetts Management Accounting and 
Reporting System (MMARS) reports. As a result, OFC could not 
verify that all information submitted on MMARS was accu
rately recorded, processed, and in balance with records main
tained at the agency. In addition, such reconciliations are an 
important part of the process for confirming the receipt of all 
deposits and identifying deposits to the submitting regional 
offices and licensees . 

• The Massachusetts Hospital School's management and over
sight of the accounts receivable function was lacking sufficient 
controls to ensure that all amounts due the Commonwealth 
were being received. Accounts receivable were being tracked 
on a computerized spread sheet using only total amounts due by 
the year and revenue source, rather than by amounts due from 
each individual patient, and no other formal procedure was in 
place to review patients' account balances or to bill patients 
directly, where appropriate. In one instance, the OSA found 
that a patient had an unpaid balance of $32,143 that had 
accumulated since fiscal year 1992. When OSA auditors brought 
this unpaid balance amount to the attention of senior manage
ment, collection procedures were activated and the patient 
subsequently paid $6,000. The patient had since left the 
Hospital School, and the balance of $26, 143 was considered 
uncollectible . The OSArecommended that the Hospital School 
utilize a software program that would allow accounts receiv
able to be reviewed by individual unpaid balances. The OSA 
further recommended that Hospital School administrators per
form a perpetual review of patient accounts receivable and 
initiate required billing procedures, as 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 inventories of fixed assets in order to ensure that 
property is safeguarded and used for its intended purposes . The 
following reports identified areas where inventory controls needed 
improvement . 

• The Department of Food and Agriculture had serious deficien
cies in its controls over fixed assets. There was little evidence 
that an annual physical inventory had been performed. Inven
tory records of office furniture and equipment and computer 
software were not maintained, and while computer hardware 
inventory records were kept, information such as date of pur
chase, date of installation, cost, and location was missing or 
inaccurate . In addition, the Department did not affix identifi
cation tags to each inventory item and had not filed required 
financial reports, which include cost figures for fixed assets, 
with the Office of the State Comptroller. As a result, the 
Department could not ensure that its fixed assets were ad
equately protected against possible loss , theft, and misuse and 
did not submit complete and accurate financial statements . 

• Framingham State College did not have sufficient controls in 
effect to ensure that information regarding fixed assets deemed 
lost or stolen would be reported in a timely manner to the OSA. 
During the current audit, the OSA found that the College had 
not reported to the Office ofthe State Auditor, as required under 
Chapter 647 of the Acts of 1989, the loss of three fixed-asset 
items with a total value of $9,338. The College also had not 
assigned one individual the responsibility for evaluating the 
effectiveness of the school's internal control system and for 
reporting instances oflosses, shortages, or thefts of property to 
the OSA as required under the Internal Control Statute . As a 
result, the required immediate investigation by the OSA ofthe 
property control environment did not take place; law enforce
ment review and recovery of the fixed assets may have been 
impeded; and steps to prevent the recurrence of such losses may 
have been delayed. 
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Prior Audit Results: Corrective Actions 

The Office for 
Children (OFC) 

A review of prior audit results is an important component of 
OSA audits. A follow-up review helps to monitor and recognize 
agency compliance with OSA recommendations. The following 
entity has taken corrective action based on OSA recommendations . 

• OFC strengthened its internal controls by accurately recording 
licensing revenue received, making deposits on a daily basis, 
and maintaining adequate inventory records. Also , payroll 
procedures were adequately documented, and employee leave 
records and calendars revealed no discrepancies. 
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The following are planned and ongoing initiatives of the IT 
Audit Division. 

• The IT Audit Division, on February 3, 1998, issued a report on 
the status of the Commonwealth's awareness , preparedness, 
and plans for confronting the year 2000 challenge. The report, 
which will be detailed in the next Semi-Annual Report, is 
available from the Office of the State Auditor at (617) 727-2075 . 

• The IT Audit Division is in the process of implementing a setof 
standards for IT audit known as Control Objectives for Informa
tion and Related Technology (COBIT) . These standards, devel
oped by the Information Systems Audit and Control Founda
tion, are comprehensive, incorporating all significant previous 

. standards from around the world. OSA standards, audit work 
programs, and questionnaires will be updated to appropriately 
incorporate these standards. In so doing, the OSA has become 
the first state audit agency to adopt these important new 
standards for strengthening IT controls and monitoring activi
ties. 
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Enforcement 
Assurance 

In carrying out its responsibility to help 
ensure compliance with state and federal 
law, the OSA refers audits that disclose 
serious possible violations of law to 
enforcement authorities, including the 
Office of the Attorney General and the U .S. 
Attorney's Office . In addition, the OSA 
responds to specific requests, including 
requests to assess the control environment 
and confirm the amount of funds missing 
at agencies in noncompliance with Chapter 
647 of the Acts of 1989, the Internal Control 
Statute. Enforcement activities during 
this report period are detailed below. 
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Investigations Pursuant to the Internal Control Statute 

Cape Cod 
Community 
College 

• Pursuant to the requirements of Chapter 647 of the Acts of 1989, 
the Director of Academic and Campus Technology notified the 
OSA that audio/visual equipment valued at $3,693 was miss
ing. The OSA identified a number of internal control weak
nesses that increased the vulnerability of computer assets to 
loss, theft, and misuse . 

The OSA review determined that, although the College had 
developed procedures for controlling and safeguarding equip
ment, they often were not followed. For example, procedures for 
requisitioning and returning equipment were not followed; 
equipment was not tagged and entered into the fixed-asset 
inventory when received; and an annual physical inventory 
was not performed. In order to ensure the effective supervision 
of assets, the OSA recommended appointment of a property 
officer, strengtheried controls over access to equipment, and 
conduct of a required physical inventory. 

Campus security was notified of the missing equipment and was 
conducting a separate investigation. 
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• Pursuant to the requirements of Chapter 647 ofthe Acts of 1989, 
the Assistant Commissioner for Administration and Finance of 
DMH requested that the OSA investigate possible questionable 
billing practices by a private vendor contracting with the DMH 
Southeastern Area Office to provide social and rehabilitative 
services. The resulting audit disclosed internal control defi
ciencies at the Southeastern Area Office relative to contract 
review and the contract-payment process. 

The OSA determined that an incomplete Internal Control 
Manual, certain omissions from Requests for Proposals and 
contracts, inadequate disclosure of modifications of contract 
specifications, incomplete supporting documentation for pay
ments , and inadequate contract monitoring created an 
evironment vulnerable to abuse . The OSA did not examine the 
questionable billing practices that may have resulted from 
these vulnerabilities because the contract and all records re
garding this matter were subpoenaed by the U.S. Attorney's 
Office, which, at the close of the audit period, was conducting 
a joint investigation into possible vendor fraud with the U.S. 
Department of Health and Human Services and the Massachu
setts Attorney General's Office. The OSA did make certain 
recommendations to DMH to address the identified weak
nesses, including preparation and inclusion in its Internal 
Control Manual of relevant materials regarding social and 
rehabilitative contracts, increasing the frequency and moni
toring of contract management activities in the Southeastern 
Massachusetts Area Office, and requiring more complete docu
mentation from vendors billing for reimbursements involving 
related-party transactions. 
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• Pursuant to the requirements of Chapter 647 oftheActs of 1989, . 
Court officials notified the OSA of the possible misuse of 
approximately $2,500 to $4,500 of Trial Court funds . The OSA 
review determined that as much as $4,456, representing cash 
filing fees for 40 divorce cases , was missing and had possibly 
been stolen by a Court employee. In investigating the control 
environment, the OSA also noted that controls in place at the 
Court were insufficient to prevent circumvention and the con
sequent misuse or theft offunds. 

The Court, in response to OSA fin,dings and recommendations, 
has increased supervisory review of the receipt of funds by 
employees and is requiring the signature of both the person who 
does initial case intake and the cashie'r who processes fees as 
part ofthe procedure for handling Court receipts. The Court is 
also reviewing the possibility of accepting credit card or debit 
card payments, in addition to cash, for the payment of filing 
fees. 

The Hampden County District Attorney's Office, which was 
also notified ofthe potential misuse of Court funds, conducted 
an investigation, which resulted in the indictment of a Court 
employee for larceny. On September 30, 1997 the employee pled 
guilty to engaging in a larcenous scheme, was sentenced to two 
years probation, and was ordered to make restitution. 
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• Pursuant to the requirements of Chapter 647 ofthe Acts of 1989, 
Registry officials notified the OSA of their detection and inves
tigation of a theft offunds at the Malden branch office. The OSA 

, verified that $5,447 was stolen during the period December 
1995 through February 1996 and identified noncompliance by 
supervisory personnel with monitoring procedures for record
ing and depositing cash as the major internal control weakness 
that allowed the theft to occur. 

The OSA review determined that neither Malden branch office 
management nor the Registry's regional director adequately 
monitored the cash report known as an override audit. As a 
result, a Registry employee was able to make unauthorized 
overrides of various license fees, record less money than was 
c9llected, and divert for personal use the difference between 
fees collected and fees recorded. 

A Registry employee has been arrested and arraigned for 
larceny in connection with this theft and, as of the close of the 
audit period, was awaiting trial. 

During the audit period, in response to OSA recommendations, 
the Registry strengthened the role of its Office of Internal 
Audits in ensuring compliance with override procedures and 
increased both internal audit activity and management aware
ness of oversight responsibilities. The OSA subsequently deter
mined that Malden branch office management was complying 
with the Registry's override procedures and, therefore, had 
corrected the weaknesses that had created vulnerability to 
abuse. 
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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 any 
post-1980 law or regulation imposing service or cost 
obligations on cities, towns, regional school districts, 
or educational collaboratives shall be effective 
only if locally accepted or fully funded by the 
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 
ofthe Legislature to make them aware ofthe Auditor's 
concerns. In addition, DLM responds to requests for 
opinions and cost studies from individual legislators, 
legislative committees, municipalities, and 
governmental associations. Finally, DLM conducts 
cost-benefit analyses of selected statutes and makes 
recommendations regarding these laws to the 
General Court. 

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

G. L. c. 70 

Chapter 126 of the Acts of 1984 expanded DLM's powers of 
review by authorizing DLM to conduct periodic reviews of state 
laws and regulations that have a significant financial impact on 
cities and towns, regardless of whether they satisfy 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, 
when appropriate . The following is a sample of this work. 

School Finance Reform 

During the reporting period, the OSA issued a two-part report 
on the Massachusetts Education Reform Act (Education Reform) , 
Chapter 71 of the Acts of 1993. As described in the Education 
Audits section of this Semi-Annual Report, one part of this work 
reviewed the Department of Education's implementation and 
monitoring of certain aspects of this statute. DLM completed the 
companion part of this work, providing an assessment of progress 
toward the goals established by the school finance reform initiative 
enacted as part of Education Reform. (See Chapter 70 of the 
General Laws, as amended.) This report 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. It also 
identifies some ofthe purposes being served by the expenditure 
of additional school dollars and reviews the status of other local 
government accounts in light of the current expansion in education 
spending. Major findings are highlighted below . 

• In 1997, Chapter 70 state aid and minimum required local 
contributions were over $1 billion more than 1993 appropria
tions , an increase of 23. 7%. State aid of approximately $772.7 
million accounted for 76 .6% of the increase. Cities and towns 
supported the balance , approximately $236.6 million, so that 
1997 spending approached $5 .27 billion . 

• State aid grew by 60% over the four-year period. Minimum 
required local appropriations increased by almost 8%. This 
accelerated growth in the rate of state support resulted in a 
substantial shift in the relatively low level of state contribution 
to school funding in Massachusetts. The state share grew from 
about 30% in 1993 to 39% in 1997, appreciably closer to the 
nationalaverageof48%. 
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• The majority (63%) ofthe $772.7 million new Chapter 70 state 
aid was distributed to help those systems with less than ad
equate spending (below Foundation) reach or progress to their 
adequate school spending targets. Minimum per-pupil aid 
guarantees consumed approximately 11 %. Aid to addr~ss local 
effort , taxpayer equity concerns was about 14%. In sum, 
approximately 90% was distributed in furtherance of explicit 
reform goals . About 10% was based upon obligations outside 
the parameters of the school finance law: incentive aid for 
school district consolidation, school choice, and charter school 
reimbursem~nts. 

• As a result ofthis effort, nearly 50% ofthe school districts either 
achieved their adequate spending benchmarks (Foundation 
Budgets) or at least moved closer. Approximately 6% fell 
further below goal than at the beginning of the process. About 
40% maintained their above Foundation spending levels, al
though about 113 of these were not as far above target as in the 
beginning. Twelve districts that began the process with more 
than adequate school spending fell below Foundation. 

• Negative results were strongly related to rapid enrollment 
growth and corresponding growth in Foundation Budgets. 
Positive results correlated strongly to declining or moderately 
growing enrollments and Foundation targets. There was no 
consistent correlation between growth or decrease in Founda
tion Budgets and growth or decrease in required school spend
ing. Nonetheless, the historical breadth of the disparity be
tween per-pupil expenditures in wealthier and in poorer com
munities was diminishing. 

• Additional state aid for a sample of below Foundation school 
districts made possible significant increases in expenditures 

, for direct student services, including more than a 50% increase 
in spending for textbooks over a two-year period. 

• Schools throughout the state hired 8, 193 more classroom teach
ers, bringing the statewide average pupil/teacher ratio down 
from 17.4/1 to 15.6/1, also over a two-year period. 

• From 1993 to 1995, the statewide average teacher salary grew 
by $1 ,065 (2.8%) for a total of $38,521. This overall rate of 
growth was no greater than prereform experience. 
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• The data showed significant differences in the rates of growth 
in teacher salaries in sample above Foundation districts com
pared to below Foundation districts. Over the period, the 
average teacher salary in the above Foundation group in
creased by 2.4%, or $903 , bringing the 1995 group average to 
$39 ,145. The increase for the below Foundation group was 
$1 ,496 (4.2%), bringing the 1995 group average salary to 
$37,459, decreasing the difference between above and below 
Foundation group compensation, thereby allowing more school 
districts to compete for quality teaching staff. 

This report contains flow charts demonstrating the operation 
of the new school finance law and dozens of tables and figures 
illustrating trends and findings. Appendices show various types 
of data for each school district, including new state Chapter 70 
aid; district status relative to its Foundation Budget and fair local 
spending amounts; and per-pupil expenditures . The final appendix 
shows the change in municipal general fund expenditures for non
school purposes for each city and town over the first two years of 
reform. Copies of "The State Auditor's Report on School Finance 
Reform in Massachusetts" are available by calling (617) 727-
0980. 
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Mandate Funding Certification 

Chapter 503 
Acts of 1983 

82 

Parties protected under the Local Mandate Law may petition 
DLM for a mandate determination on any post-Proposition 2 112 
law, rule , or regulation believed to impose a municipal cost 
burden. The following is an example of DLM's certification of 
state payments due for compliance with a state mandated program. 

Uniform Polling Hours 

Chapter 503 of the Acts of 1983 established 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 
Legisl"ature that new costs would be imposed on the 
Commonwealth's 351 cities and towns . DLM advised that the 
Local Mandate Law requires that such costs be fully funded by the 
Commonwealth, or be subject to local option. Consequently, 
Chapter 503 includes a commitment for state assumption ofthree 
hours of mandated election expenses . Section 3 of the statute 
requires DLM to determine the costs attributable to Chapter 503 
for each city and town. Once DLM certifies these expenses for 
each municipality, the Secretary of State includes the statewide 
total in his budget request, and up-front state funding is provided 
prior to state and federal elections. 

RESULT: 

DLM submitted its Chapter 503 municipal cost certification 
report in November 1997, identifying $1,039,484 in statewide 
Chapter 503 election expenses for the September and November 
1998 state elections. Since 1984, DLM has certified $8.54 million 
in expenses incurred by cities and towns for mandated polling 
hours under the provisions of Chapter 503. 
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Legislative Studies and Mandate Determinations 

807 CMR 5.00 Changes in the Massachusetts Teachers' Retirement 
Board (MTRB) Employee Deduction Report Format 

DLM responded to a request for a determination from the 
Hanover Board of Selectmen on 1996 amendments to the MTRB 
regulations governing employer reporting requirements (807 
CMR 5.00). These amendments and accompanying memoranda 
require cities and towns to provide teacher payroll information in 
addition to that previously required, so that changes to local 
databases and computer programs must be made. Even though 
the town will incut costs to comply with the amended report 
format, DLM determined that the Local Mandate Law (G . L. c. 29, 
s. 27C) does not apply in this case, for the following reasons. 

G. L. c. 29, s. 27C(c) provides that any post-1980 agency rule or 
regulation that imposes" .... additional costs upon any city or town 
shall not be effective until the general court has provided .... for 
the assumption .... of such cost, exclusive of incidental local 
administration expenses ... ". While it would appear that this 
provision would cover the 1996 retirement reporting amendments 
at issue, the Supreme Judicial Court has defined incidental local 
administration expenses as "relatively minor expenses related to 
the management of municipal services ... subordinate 
consequences of a municipality's fulfillment of primary 
obligations." See City 'of Worcester v. The Governor, 416 Mass. 
751 (1994). 

In so doing, the Court held that post-1980 amendments to 
special education parental notice requirements were not subject 
to the Local Mandate Law. DLM had certified the amount Of the 
cost imposed on the City of Worcester by the amendments in 
excess of $114,000. Nonetheless, the court deemed the cost 
imposed as incidental to the primarypre-1981 mandate to identify 
children with special needs. 

In light of this precedent, DLM informed the town that the 
retirement reporting amendments would likely be viewed as 
incidental to the primary pre-1981 mandate to provide whatever 
information the MTRB deems necessary for the administration of 
the teacher retirement system. Accordingly, DLM determined 
that the Local Mandate Law would not apply. 
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G.L.c.328 
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Health Insurance Costs for Municipal Retirees 

Senator Stephen Brewer requested an opinion regarding a 
proposal to enact a state law requiring municipalities to assume 
a portion of health insurance costs for municipal retirees. DLM 
determined that such a law would not be subject to the Local 
Mandate Law because it would be an act regulating the benefit of 
municipal employment. The enactment of laws on this topic is 
governed by Article 115 of the State Constitution. 

In general terms, Article 115 provides that certain laws 
regulating the benefits of municipal employment will be subject 
to local acceptance, unless enacted by a two-thirds vote of each 
branch of the legislature , or fully funded by the Commonwealth. 
Court interpretations have clearly established that Article 115 
does not apply to laws containing local acceptance provisions, like 
G.L.c.32B governing health insurance for municipal employees 
and retirees . 

Communities that voted to accept G.L.c. 32B must allow retirees 
to participate in the municipal group insurance plan at their own 
expense, for which the retiree pays 100% of the cost. If the 
community, by a separate vote , accepts Section 9AofChapter 32l3, 
it may pay up to 50% of the premi1..lm cost for its retirees. 

The Massachusetts Supreme Judicial Court has established 
the general rule that a community that votes to accept a local 
option law (for example, Chapter 32B) will be bound to comply 
with later changes to that law. See Chester J. Broderick v. Mayor 
of Boston, 375 Mass. 98 (1978). However, exceptions to this 
general rule may arise when the later amendment is beyond the 
scope of the law originally accepted. 

Although it is DLM's opinion that Article 115 does not apply to 
Chapter 32B because it is a local option law, it is possible that 
Article 115 would apply to an amendment mandating that cities 
and towns pay a portion ofthe cost of health insurance for retirees. 
Since current law provides that communities may pay 50% of the 
cost for retirees if they vote to do so, a law requiring some level 
of local contribution in the absence of local acceptance would 
appear to be a material change, beyond the scope of the law 
originally accepted. 



105 CMR 170.00 
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Increased Ambulance Service and EMT Fees 

The Town of Groton's Emergency Medical Services Director 
petitioned the Division of Local Mandates (DLM) concerning the 
schedule offee increases recently promulgated by the Department 
of Public Health (DPH) , Office of Emergency Medical Services 
(OEMS) in 105 CMR 170.00. DLM determined that the Local 
Mandate Law, G. L. c. 29, s . 27C, does not apply to this issue. A 
1990 Supreme Judicial Court decision, Town of Norfolk v . 
Department of.Environmental Quality Engineering, has, in effect, 
removed issues involving state regulation of voluntary local 
activities from the state funding provisions ofG. L. c. 29, s. 27C. 

The 1997 DPH regulations increased the fees private and 
public basic and advanced life support (BLS/ALS) ambulance 
service providers must pay OEMS for licensure and vehicle 
inspections . Furthermore, the regulations require that BLS and 
ALS emergency medical technicians (EMTs) pay increased fees 
for DPH testing, certification, and recertification in order to 
maintain EMT eligibility. 
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Legislation 
Impacting the 
Work of the State 
Auditor 

One bill that was enacted into law during 
the first part of the 1997/1998 legislative 
session has particularly important impli
cations for the work of the State Auditor's 
Office. Chapter 48 of the Acts of 1997, the 
County Government Reform Act, gives sig
nificant oversight and planning responsi
bility to the OSA. 

This section also contains a summary of 
initiatives developed and filed by the OSA 
for the 1997/1998 legislative session. 
OSA bills either directly affect the OSA 
or address significant audit results, 
and therefore complement audit recommen
dations by suggesting systemic improve
ments. 
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Enacted Legislation 

Chapter 43 
Acts of 1997 

An Act Abolishing Certain Counties and for the Payment 
by the Commonwealth of Certain Debts and Obligations 
of Middlesex County 

Chapter 48 ofthe Acts of 1997, the County Government Reform 
Act, provides for the dissolution of County government, and for 
the transfer of County functions, property, employees, and debts 
to the Commonwealth. In order to facilitate this transition, the 
new law creates an eleven-person special task force, of which the 
State Auditor is a member. Other members of the Committee 
include the House and Senate Chairmen of the Joint Committee 
on Counties, who serve as task force chairmen, three other 
representatives appointed by the Speaker of the House, three 
other senators appointed by the Senate President, the Inspector 
General, and the Secretary of the Executive Office for 
Administration and Finance . The task force will arrange for the 
inventory and valuation of all county assets and liabilities apart 
from Franklin County, and will provide an inventory of all county 
roads and an analysis of their care and maintenance, an analysis 
of the cost of converting certain county employees to state 
employees, and recommendations regarding the disposition of 
county functions. 

The OSA is currently conducting transition surveys for Franklin, 
Middlesex, Hampden, and Worcester Counties. Audit 
responsibilities will permanently increase as former county 
operations are absorbed into state government operations, thereby 
becoming subject to biennial audit under the OSA mandate. 
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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 iflocally accepted. In addition, it provides that 
any post-1980 administrative regulation or law granting or 
increasing exemption from local taxation is not to be effective 
unless fully funded by the Commonwealth. 

Certain court decisions over the past few years have both 
narrowed the scope of the Local Mandate Law's protections and 
created confusion. Consistent with the original intent of the law, 
House 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 
serVlCe. 

The bill also contains provisions that would allow for the 
reimbursement of legal costs incurred by a municipality in a 
successful mandate challenge; authorize courts to grant an interim 
exemption from compliance;require state agencies to notify DLM 
of regulatory actions affecting local spending; and direct DLM to 
review agency statements oflocal 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 

Legislation 

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 offederal 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 agencies contract for and obtain 
audits that meet the requirements of all federal and state statutes 
and regulations and that audit duplication and ~xpenses 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 was heard by the Committee on State Administration 
and accompanied a study order, House 4924. 
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An Act Relative to the Notification Procedures 
Regarding Privatization Contracts 

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 ofthe 
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 was enacted by both houses, submitted to the Governor, 
and returned to the House with a veto, where it is pending a 
possible override. 
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Private 
Occupational 
Schools: Financial 
Evaluations 

Chapters 75C, 75D, and 93 of the 
Massachusetts General Laws require the 
Office of the State Auditor and the 
Department of Education to annually 
evaluate 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 
c'olleges, 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 OSA. 



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 the close of calendar year 1997, there 
were 160 active private occupational schools 
financially certified' for Massachusetts 
licensure or registration. During the six
month period ended December 31 , 1997, 
the OSA performed 80 financial 
evaluations. Ten schools represented first
time applicants, 70 reviews covered renewal 
applications, and 6 previously approved 
schools were reclassified as inactive. 

Programs of study offered by private 
occupational schools include: appliance 
repair, bartending, broadcasting, business 
administration, computer skills, commer
cial art, fashion design, floral design, 
holistic health care, home health care/cer
tified nurses assistant training, HVAC/ 
industrial technology, massage therapy, 
modeling, photography, plumbing, secre
tarial skills, sign painting, tractor trailer 
training, travel agent training, and ultra
sound technology. 
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Audit Reports Issued 

Authority Audits 

AUDIT 

1. Andover Housing Authority 
2. Attleboro Housing Authority 
3. Ayer Housing Authority 
4. Bedford Housing Authority 
5. Berkshire County Regional Housing Authority 
6. Charlton Housing Authority 
7. Duxbury Housing Authority 
8. Essex Housing Authority 
9. Groton Housing Authority 

10. Halifax Housing Authority 
11. Hanover Housing Authority 
12. Harwich Housing Authority 
13. Hopedale Housing Authority 
14. Lancaster Housing Authority 
15. Lawrence Housing Authority 
16. Lunenberg Housing Authority 
17. Marshfield Housing Authority 
18. Martha's Vineyard Regional Transit Authority 
19. Massachusetts Port Authority's 

Plan for the Modernization of Logan Airport 
20. Medford Housing Authority 
21. Mendon Housing Authority 
22. Millis Housing Authority 
23. Nantucket Housing Authority 
24. Needham Housing Authority 
25. Northbridge Housing Authority 
26. Norwell Housing Authority 

27. Norwood Housing Authority 
28. Pepperell Housing Authority 
29. Rockland Housing Authority 
30. Spencer Housing Authority 
31. Sterling Housing Authority 
32. Sudbury Housing Authority 

33. Swansea Housing Authority 
34. Tyngsborough Housing Authority 

35. Upton Housing Authority 

36. Waltham Housing Authority 
37. Webster Housing Authority 

. 38. West Newbury Housing Authority 

39. Westford Housing Authority 

AUDIT 
NUMBER 

97-0598-3 

97-0603-3 

97-1037-3 

98-0608-3 

97-0590-3 

98-1279-3 

98-0644-3 

97-0649-3 

98-1325-3 

98-1287-3 

97-1288-3 

98-0679-3 

97-0680-3 

97-0687-3 

98-0688-3 

97-0698-3 

97-0708-3 

97-1277-2 

97-0508-3 

98-0712-3 

98-0716-3 

98-0725-3 

97-0584-2 

98-0731-3 

98-0745-3 

97-0854-3 

97-0748-3 

97-1071-3 

98-0766-3 

98-0784-3 

98-0787-3 

98-0830-3 

97-0793-3 

98-1072-3 

98-0795-3 

97-0801-3 

98-0807-3 

98-1295-3 

97-0812-3 

ISSUE 
DATE 

10/31/97 

11/25/97 

10/31197 

10/29/97 

09/29/97 

12/22197 
12/22/97 

08/22/97 

11/20/97 

08/20/97 

07/29/97 

09/30/97 

08/22/97 

08/21197 

12/22/97 

07/31197 

08/21/97 

12126/97 

10/09/97 

09119/97 

09/19/97 

11120/97 

08/27/97 

12/26/97 

09/30/97 

08/21197 

08/21/97 

11120/97 

12/22/97 

11120/97 

08/22197 
09/30/97 

11/25/97 

08/22197 

11120/97 

11/25/97 

12126/97 
10/29/97 

09/30/97 
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AUDIT 

40. Wilmington Housing Authority 
41. Worcester Housing Authority 
42. Yarmouth Housing Authority 
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AUDIT 
NUMBER 

98-0819-3 

97-0825-3 

97-0828-3 

ISSUE 
DAlE 

12122/97 

08/21/97 

09/30/97 
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Federally Mandated Audits of State-Administered 
Federal and State Programs 

AUDIT 

I. Abington Housing Authority 

2. Arlington Housing Authority 
3. Belchertown Housing Authority 
4. Billerica Housing Authority 

5. Bridgewater Housing Authority 
6. Chicopee Housing Authority 
7. Clinton Housing Authority 
8. Concord Housing Authority 
9. Everett Housing Authority 

10. Fitchburg Housing Authority 

II. Gardner Housing Authority 
12. Halifax Housing Authority 
13. Holbrook Housing Authority 

14. Hudson Housing Authority 
15. Malden Housing Authority 
16. Mansfield Housing Authority 
17. Melrose Housing Authority 
18. Natick Housing Authority 

19. Pembroke Housing Authority 
20. Quincy Housing Authority 
2I. Revere Housing Authority 

22. Salisbury Housing Authority 

24. Saugus Housing Authority 

25. Scituate Housing Authority 

26. Taunton Housing Authority 

27. Watertown Housing Authority 
28. Wayland Housing Authority 

29. Wellesley Housing Authority 
30. Westfield Housing Authority 

AUDIT 
NUMBER 

97-3031-8 

97-3026-8 

97-3056-8 
97-3062-8 

97-3017-8 

97-3065-8 
97-3050-8 

97-3068-8 
97-3073-8 
97-3033-8 

97-3018-8 
97-3084-8 

97-3049-8 

97-3063-8 

97-3023-8 

97-3038-8 
97-3027-8 
97-3070-8 

97-3019-8 
97-3032-8 
97-3059-8 

97-3071-8 
97-3067-8 

97-3025-8 

97-3082-8 

98-3021-8 
97-3060-8 

97-3075-8 

97-3030-8 

ISSUE 
DATE 

10/24197 

10/24197 
08/20/97 

10/30/97 

10/24197 
07/31/97 

08/20/97 

07/30/97 

08/26/97 

08/20/97 

10/24197 

08/20/97 

07/30/97 

10/24197 

08/26/97 

07/30/97 

11119/97 
10/30/97 

07/30/97 
08/20/97 

07/30/97 

11/19/97 

09/19/97 

11119/97 

12119/97 

12119/97 
07/30/97 

12/19/97 

12119/97 
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Education Audits 

AUDIT 

1. Cape Cod Community College 

- Chapter 647 Review 

2. Dept. of Education's Implementation 
& Monitoring of the Massachusetts 

Education Reform Act 

3. Framingham State College 

- Information Technology and 

Financial- Related Controls 

4. Mount Wachusett Community College 

Federal Student Financial 

Assistance Programs 

5. Salem State College 

- Upward Bound and EARLY Programs 
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AUDIT 
NUMBER 

96-2015-2 

97-4046-3 

96-0179-4C 

97-0200-2 

96-2018-2 

ISSUE 
DATE 

11126/97 

08/4/97 

12/23/97 

09/29/97 

10/28/97 
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Human Services Audits 

AUDIT 

1. Department of Mental Health 

- Southeastern Massachusetts Area Office 

2. Department of Social Services 

3. Department of Social Services 

4. Executive Office of Health & Human Services 

5. Holyoke Soldiers' Home 

- Information Technology and Financial -. 

Related Controls 

6. Massachusetts Hospital School 

- Information Technology and 

Financial Related Controls 

7. Massachusetts Rehabilitation Commission 

- Information Technology 

and Financial-Related Controls 

8. Office for Children 

- Information Technology and Financial -

Related Controls 

9. Open Pantry Community Services, Inc. 

10. Tewksbury Hospital 

11. Walter E. Fernald State School 

12. Wayside Youth & Family Support Network, Inc. 

AUDIT 
NUMBER 

96-2014-2 

97-5048-5 

96-1058-5 

97-0006-5 

97-0064-4C 

97-0301-4C 

96-0054-4C 

97-0837-4C 

97-4375-3 

97-0304-2 

96-0267-2 

97-4372-3 

ISSUE 
DAlE 

12/26/97 

12/31/97 

12/31/97 

10/31/97 

12/23/97 

12/23/97 

07/16/97 

10/22/97 

12/12/97 

12124/97 
12124/97 

09/29/97 
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Other Audits 

AUDIT 

I. Agency Compliance with Comptroller's 
Year-End Closing/Opening Instructions 
For Fiscal Year 1997: Cash & 
Revenue Management 

2. Board of Registration in Medicine 
3. Chapter 555 Determination of Whether 

Fiscal Year 1997 Net 
State Tax Revenues Exceeded Allowable 
State Tax Revenues 

4. Community Economic Development 
Assistance Corporation 

5. Department of Correction - Bridgewater 
Correctional Complex 

6. Department of Food & Agriculture 

- Information Technology & 

Financial- Related Controls 

7 Department of Housing & Community 
Development - Information 
Technology and Financial- Related Controls 

8. Division of Human Resources 

9. Hampden Probate & Family Court 
- Chapter 647 Review 

10. Massachusetts Highway Department's 
Bridge Management Activities 

II. Central ArteryrI'hird 
Harbor Tunnel Project -Construction 
of Airport Counterclockwise 
Loop Viaduct Ramp 

12. Registry of Motor Vehicles 
- Internal Controls Over Daily Receipts 

13. Registry of Motor Vehicles 
- Internal Controls Over Inspection 
Stickers 

14. Report on Telecommunications, 
Travel & Training Activities 

15. Technical Assistance Provided 
to U. S. Attorney's Office 

100 

Audit Reports Issued 

AUDIT 
NUMBER 

97-5002-2 
96-0117-5 

98-5555-2 

97-1009-3 

97-0146-2 

97-0091-4C 

97-0001-4M 
97-1413-2 

97-2021-2 

97-4040-3 

97-4054-3 

97-2016-2 

97-2022-2 

97-5046-3 

96-6010-9 

ISSUE 
DAlE 

11126/97 
12/24197 

09/16/97 

09/19/97 

12124197 

12/31/97 

12123/97 
12131197 

10/31197 

12109/97 

07/14197 

08/20/97 

08/20/97 

07/31197 

10/24197 
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