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AUDITOR OF THE COMMONWEALTH 

STATE HOUSE, BOSTON 02133 

October 1998 

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 Activities 
of the Office of the State Auditor (OSA) for the period January 1, 1998 through June 30, 1998. 

As I near completion of my third term as Auditor of the Commonwealth, I remain committed 
to making the Office of the State Auditor a catalyst for financial , administrative , and program
matic improvement in state government. My audits have identified more than a billion dollars 
in cost-savings opportunities, unallowable and unnecessary expenditures, and uncollected non
tax revenue. I have also followed up on audit recommendations, provided technical assistance, 
and sponsored legislative initiatives. In this way, my office has helped to safeguard the 
Commonwealth's assets and to assist auditees in improving their financial and managerial 
operations. 

During this report period, my office issued various program performance audits that may be 
of particular interest to you, including a review of the transfer of Middlesex County assets , 
liabilities, and critical functions to the Commonwealth (see page 6) . The OSA also issued the 
results of a report assessing the extent of awareness by agency administrators of the year 2000 
computer issue , as well as preparedness for addressing this challenge (see page 73). In the 
important area of public education, the OSA issued an audit of compliance and oversight issues 
relative to the state's School Building Assistance Program (see page 15). 

I hope that the information in this report will be of interest and assistance to you. I look 
forward to continuing to work with you to improve the quality, cost-effectiveness , and account
ability of the services that the Commonwealth provides its citizens. 

Sincerely, 

I 

commonweal\ 

\ 





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) oper
ates under the direction and control of the State 
Auditor, A. Joseph DeNucci, an independently 
elected constitutional officer. The OSA provides 
the Governor, the Legislature, auditees, over
sight agencies, and the general public with an 
independent evaluation of the various agencies, 
activities, and programs operated by the Com
monwealth. The State Auditor is mandated, 
under Chapter 11, Section 12, of the Massachu
setts General Laws (MGLs), to conduct audit 
work at least once every two years at all depart
ments, offices, commissions, health and higher 
education institutions, and agencies of the Com
monwealth, including its court system and Au
thorities. 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 Au
ditor is responsible, under Chapter 11, Section 
6B, MGLs, for the Division of Local Mandates, 
which is charged primarily with determining 
the financial impact of legislation and regula
tions on cities and towns. 

The OSA conducts financial, performance, 
and Information Technology audits in accor
dance 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, accu
racy, and reliability of an auditee's finan
cial statements; 

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

• Determining whether such resources are 
properly and prudently used; 

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

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

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

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

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

All OSA audit results and recommenda
tions are intended to assist agency and pro
gram administrators by indicating areas 
where accounting and administrative con
trols, financial operations, program results, 
and efficiency and effectiveness can be im
proved. An important component of most au
dits 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 appro
priate. 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 January 1, 1998 
through June 30, 1998, the Office of the State 
Auditor issued 124 audit reports covering: 
Authorities, institutions of public higher edu
cation, human service agencies, judiciaryllaw 
enforcement entities, and various other state 
activities. For a complete listing of audit re
ports, 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 safe
guard the Commonwealth's assets and to im
prove the effectiveness and efficiency of gov
ernmentaloperations. 



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 oper
ate economically and effectively. OSA audits 
are not intended to sensationalize, but rather 
to present an accurate appraisal of financial 
management, legal compliance, and, where 
appropriate, program effectiveness and effi
cIency. 

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

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

Chapter 48 of the Acts of 1997, An Act 
Abolishing Certain Counties and for the Pay
ment by the Commonwealth of Certain Debts 
and Obligations of Middlesex County, pro
vides for the abolition of Middlesex County 
effective July 11, 1997 and the abolition of 
Hampden and Worcester counties as of July 
1, 1998. The statute also establishes a re
serve account of $24.6 million to pay 
Middlesex County debts and liabilities; iden
tifies where, in state government, certain 
county functions are to be transferred; and 
establishes a special task force, of which the 
State Auditor is a member, to consider the 
abolition of all county government. 

During the current report period, the OSA 
conducted a review of the abolition of 
Middlesex County. The OSA has also con
ducted transition surveys for Hampden and 
Worcester counties, in preparation for a 
scheduled full review, and is planning for a 
permanent increase in audit responsibilities 
as former county functions are absorbed into 
state government operations. 



Audit Results 

County Government Transfer 

The major objective of the OSA review of the abolition of Middlesex 
County was to determine the status of the transfer of county assets, 
liabilities, and critical functions to the Commonwealth. As noted in 
the review, the designation of a transition task force , coordinated by 
the Executive Office for Administration and Finance (EOAF), was 
effective in identifying and resolving major issues and potential prob
lems relating to this transfer. As of November 1, 1997, which was 
within the time frame required by Chapter 48, approximately 800 
former county employees were officially transferred to state payrolls. 
In addition, procedures were initiated to review billings, payoff credi
tors, and compile financial statements for the county for the periods 
July 1, 1996 to July 11, 1997 and July 12, 1997 to November 30, 1997. 
There were , however, several remaining issues pending resolution at 
the conclusion of this report period. These issues are detailed below . 

• Certain employees transferred from the Middlesex County Sheriffs 
Department had been misclassified in the county retirement sys
tem. The employees in question, who included administrative, 
kitchen, and maintenance staff, had incorrectly been given a Group 
4 classification, which is reserved for employees who perform po
tentially hazardous duties, such as correction and police officers . 
The State Retirement Board and the Public Employees' Retirement 
Administration Commission were, at the close of the audit period, 
completing a review of the job functions and duties of each em
ployee in the Middlesex County Sheriffs Department. This will 
result in the group reclassification of certain employees to comply 
with retirement laws and regulations . 

• Retirement contributions were not consistent for all transferred 
county employees. The Public Employees' Retirement Administra
tion Commission's preliminary review of the Middlesex County 

. retirement system found that some former county employees were 
paying less than their required contributions into the retirement 
system. This situation denies the retirement system these funds 
and creates a potential financial hardship for the employees in 
question, who may now have to make up the difference between 
what they were assessed and what they actually owe. Moreover, 
had this matter gone undetected, certain employees would have 
continued to unfairly benefit from a better retirement package 
than that of other employees who were hired at the same time. On 
June 1, 1998, the OSA was informed that the State Retirement 
Board had been provided with the information necessary to correct 
these retirement contribution inaccuracies. 

7 
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• Individual retirement accounts of former county employees were 
not forwarded to the State Retirement Board (SRB) within 90 days 
of the employees' transfer to state payrolls as required. As a result, 
the SRB did not have access to these funds , estimated to total $20 
million, and lacked essential employee information. Further, 
former county employees, retiring as state employees, could have 
experienced delays in receiving retirement benefits as long as this 
condition persisted. On June 1, 1998, the OSA was informed that 
$19.8 million had been transferred from the county retirement 
system to the SRB and posted to transferred employees' accounts. 

• At the time of its abolition, Middlesex County had a substantial 
amount of cash on hand that was not recorded in the 
Commonwealth's accounting system. On May 28, 1998, over $8.9 
million was transferred to the Commonwealth's General Fund and 
recorded in its accounting system. Approximately $2 million re
mained to be transferred. The OSA recommended that the transfer 
be completed by June 30, 1998 so that these funds would all be 
received and recorded by the Commonwealth in fiscal year 1998. 

• Based on 1986 federal legislation, the State Comptroller deter
mined that transferred county employees would be considered new 
hirees and, as such, subject to a 1.45% wage witholding for Medi
care. County officials, however, claimed that this determination 
was contrary to a provision of Chapter 48 that specifies that county 
employees were to be transferred "with no impairment of employ
ment rights." The State Comptroller has referred this issue to the 
Internal Revenue Service for resolution. 

• Additional state funds were needed to payoff all Middlesex County 
debts. Chapter 48 appropriated $24.6 million in a reserve account 
to pay Middlesex County debts . However, since claims paid and 
pending totaled $26.9 million, a further appropriation was needed. 
At the close of the audit period, EOAF had taken steps necessary to 
begin the process for securing this funding. 



County Government Transfer 

• Middlesex County did not maintain complete and accurate fixed 
asset listings. The Commonwealth, since the passage of Chapter 
48, has been working with the transferred county departments to 
establish such a list and ensure compliance with state inventory 
regulations . At the close of the audit period, the Division of Capital 
Planning and Operations had completed a listing of real properties 
that the Commonwealth had received from Middlesex County. At 
that time, the Sheriffs Department was in the process of conduct
ing an inventory of its furnishings and equipment; the Secretary of 
State's Office was assisting the Registry of Deeds staff in preparing 
a fixed asset inventory; and court personnel were similarly com
pleting a listing of furnishings and equipment. 

• The OSA, in concluding its review of the abolition of Middlesex 
County, noted that preparation for the transfer of Hampden and 
Worcester counties, both scheduled for abolition as of June 30, 
1998, needed to proceed quickly. As of June 1, 1998, the Executive 
Office for Administration and Finance had done some preliminary 
planning, including the designation of a task force similar to the 
one assembled for Middlesex County. However, a detailed analysis 
of issues needing to be resolved had not been made. 

9 



County Government Transfer 

Initiatives 

Hampden and 
Worcester County 
Transfers 

10 

The following is an update of ongoing initiatives relative to the 
transfer of county activities and functions to the Commonwealth. 

• The OSA is conducting audits of the abolition of Hampden and 
Worcester County governments and the transfer of their functions , 
assets, and liabilities to the Commonwealth of Massachusetts . 
These audits will review compliance with Chapter 48 of the Acts of 
1997 and will include an examination of controls over cash, fixed 
assets, personnel, payrolls, liabilities, retirement, and other al'eas 
identified during the course of the audit. Both Hampden and 
Worcester counties were abolished as of June 30, 1998, and their 
functions, assets, and liabilities were transferred to the Common
wealth on July 1, 1998. 



County Government Transfer 
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Education Audits 

During the report period, the OSA released 
nine audits pertaining to education. Six of 
these reports assessed federal financial assis
tance programs at various public colleges, 
and one report reviewed Information Technol
ogy (IT) activities. The IT report is detailed 
in the IT Audit Section, which begins on page 
64. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Education Audits 

Adequate accounting and administrative controls assist agencies 
in maximizing revenue potential and minimizing vulnerabilities to 
waste and lost income. They also assist in ensuring compliance with 
the specific rules , regulations, and guidelines that govern individual 
state programs. The following entities needed to strengthen various 
internal control and management procedures. 

• Roxbury Community College was cited in prior audit reports for not 
performing reconciliations between in-house records of its 
nonappropriated fund activity and Massachusetts Management Ac
counting and Reporting System (MMARS) reports . The current 
review disclosed that the College still had not e ntered 
nonappropriated fund activity into MMARS but, as confirmed by 
the State Comptroller, planned to do so at the end of fiscal year 
1998. Until this task has been completed, the College remains 
unable to verify that information appearing on MMARS reports is 
accurately recorded and cannot ensure that its reporting of 
nonappropriated fund information for the federally mandated year
end Single Audit of the Commonwealth is complete and correct. 

• Salem State College had certain variances between in-house rev
enue and expenditure records and amounts reported on year-end 
financial statements filed with the Office of the State Comptroller. 
In response to this finding, the College indicated that it had hired, 
or was in the process of hiring, the budgetary personnel necessary 
to ensure the completeness, accuracy, and timeliness of its account
ing records and reports. 

• Salem State College needed to improve its student employee time 
sheet procedures. Of 50 time sheets reviewed, 13 (26%) lacked the 
student's signature, and 16 (32%) lacked the required "X" designa
tion for the days that a student did not work. The OSA also noted 
instances in which time sheets were pre-approved by a supervisor; 
blank time sheets were left on a desk; and variances existed be
tween daily hour totals and the number of hours totaled for the 
week. In addition, weaknesses existed in time sheet delivery proce
dures. As a result of these deficiencies, the College could not be 
assured of th~ accuracy of data reported on student time sheets or 
the appropriateness of all payments to student employees. 

• Salem State College lacked safeguards over athletic department 
petty cash funds. The College did not enforce limited access to the 
funds or ensure that the drawer where the funds were kept was 
locked. These deficiencies created conditions in which $200 in petty 
cash was stolen. 

13 



Education Audits 

Inadequate 
Accounting and 
Administrative 
Controls 
(continued) 
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Pursuant to the requirements of Chapter 647 of the Acts of 1989, 
the Internal Control Statute, the OSA investigated the control 
environment and made recommendations for corrective action. See 
page 80. 

• The University of Massachusetts (UMass) needed to develop a com
prehensive set of graduate tuition-waiver guidelines. As of the 
report period, UMass relied upon a variety of policies, procedures, 
guidelines, and agreements, which were not annually submitted to 
the Board of Higher Education' as required. Some of these policies 
did not comply with Board of Higher Education tuition-waiver 
guidelines, and others lacked Board of Trustee approval. 

• The University of Massachusetts' Amherst Campus did not report 
to the Office of the State Auditor the potential misuse of college 
funds by a professor within the Chemistry Department, contrary to 
the requirements of Chapter 647 of the Acts of 1989. The professor 
opened six personal bank accounts that he utilized along with 
University accounts to operate a newsletter and biennial conven
tion for the scientific community. The University's Internal Audit 
Department extensively reviewed the funds expended by the profes
sor, who maintained complete documentation for each expenditure 
item, and determined that no theft or fraud had been intended or 
occurred. The OSA found, however, that certain issues remained 
unresolved. For example, the professor never issued Internal Rev
enue Service 1099-MISC income information forms to any guest 
speakers or other personnel he paid from his accounts. As a result, 
there was a potential revenue loss to both the federal government 
and the Commonwealth. In addition, the professor purchased cer
tain personal items that the University believed to be offset by 
summer work for which he could have received but did not seek 
remuneration. Lastly, no determination had been made with re
gard to the balance of $250,000 that remained from the professor's 
activities. 

• The University of Massachusetts needed to improve management 
operations at one of its three Amherst campus convenience stores. 
Due to operational inefficiencies and product inventory loss, this 
store lost $50,995 during fiscal year 1996, while the other two 
stores realized net profits. The Amherst campus has taken steps to 
reduce inventory control problems by installing an electronic point
of-sale inventory .system at each store. 



Inadequate 
Program 
Implementation, 
Review, and 
Oversight 

Education Audits 

During the audit period, the OSA conducted an audit of the imple
mentation of the state's School Building Assistance (SBA) program. 
This program, administered by the School Building Assistance Bu
reau at the Department of Education (DOE), provides grants to cities, 
towns, and regional school districts to help pay the costs of planning, 
constructing, and financing school building projects. In fiscal years 
1996, 1997, and 1998, the Commonwealth provided funding of over 
$157 million, $166 million, and $178 million, respectively, to SBA 
projects. The OSA audit reviewed compliance and oversight issues , 
and included an assessment of whether recipients met all DOE re
quirements. Results ofthis review follow . 

• DOE did not ensure the timely submission by municipalities ofthe 
final cost information that enables the School Building Assistance 
Bureau to adjust the estimated grant amount to reflect the actual 
costs of a project. DOE did send notification letters to municipali
ties regarding the deadline and, in some cases, also sent follow-up 
letters informing local officials of penalties for noncompliance. 
However, DOE did not withhold grant payments when information 
was not submitted by deadline . Of the 370 municipalities reviewed, 
101 (28%) went beyond the five-year deadline to submit their final 
cost reports. In addition, municipalities routinely overestimated 
the interest costs for their projects. The total amount resulting 
from the untimely filing of final cost information and the overesti
mated interest costs submitted by municipalities, when projected 
over the entire population of DOE-funded projects, exceeded $15 
1l1illion in fiscal year 1995 alone. As a result, DOE's ability to fund 
the maximum number of approved projects at any given time was , 
and continues to be, reduced . 

• DOE did not adequately ensure that municipalities adhere to SBA 
regulations regarding bond refinancing, interest costs, and the 
maintenance of project records and documentation. Complete fi
nancing information was not submitted for 16 out of 25 projects 
tested, and for 10 of these projects local officials were 19 months to 
11 years late in filing final costs . In addition, six municipalities did 
not comply with regulations requiring the retention of certain 
records. There was also no evidence that municipalities refinanced 
their bonds to a lower interest level after DOE's final audit, al
though this would increase the funds available to support other 
projects. 

15 



Education Audits 

Inadequate 
Program 
Implementation, 
Review, and 
Oversight 
(continued) 

Noncompliance 
with Federal 
Regulations 
Regarding Student 
Assistance 

16 

• DOE calculated a grant for a rebuilding project without considering 
the fact that the project was mostly covered by insurance. In this 
instance, a municipality received over $2 million in insurance as a 
result of a fire at a school, only a portion of which was used for the 
rebuilding project. The municipality requested and received an 
additional $2,258,100 under the SBA program. This resulted in an 
overpayment to the municipality of $1.5 million, based on the total 
cost of the project. 

The OSA, in this audit period, completed six reviews of student 
financial assistance programs funded through the United States De
partment of Education (DOE). These reviews were conducted in 
conjunction with the Single Audit of the Commonwealth for the fiscal 
year ended June 30, 1997 to determine adherence to the Recipient's 
Guide for the U.S. Department of Education Payment Management 
System. Failure to comply with federal regulations could potentially 
jeopardize a school's eligibility to participate in certain federal finan
cial aid programs, thereby limiting access to affordable education. 

• Bridgewater State College, for fiscal year 1997, had not imple
mented a reporting process that promptly identifies the status of 
withdrawn financial aid students. In the past, this had resulted in 
instances of tardiness in processing refunds to financial aid pro
grams and to students. A new compliance process policy has peen 
adopted, however, for implementation in fiscal year 1998. 

• Quinsigamond Community College needed to improve its monitor
ing of returning graduates to ensure that they are enrolled in 
eligible programs before awarding them financial assistance. Dur
ing the 1996-1997 academic year, 3 of 23 students in this category 
received federal financial assistance funds , totaling $3,237, to 
which they were not entitled and which would have to be repaid. 

• Roxbury Community College, while taking corrective action in 
voiding all unclaimed student checks that w"ere six months old or 
greater, had not returned the funds , which include interest income, 
because it was awaiting instructions from DOE. The College had 
submitted required information to DOE and expected expeditious 
closure of this issue. Furthermore, the College had submitted a 
check representing unclaimed State Scholarship Awards to the 
Massachusetts Department of Education. 



Education Audits 

• Roxbury Community College had not recalculated refunds for with
drawn students during the 1995-1996 award year and had not made 
required adjustments to its Pell Grants. Also, during the 1996-
1997 award year, not all adjustments to Pell Grants for withdrawn 
students had been made. However, the College was correctly calcu
lating refunds in fiscal year 1997. 

• Roxbury Community College did not perform, on a timely basis, 
reconciliations of its Pell Grant payment records with a report of 
Pell Grant awards provided by DOE. By not performing reconcilia
tions and making necessary corrections in a timely manner, the 
College risked exceeding its authorization and not having suffi
cient funds to pay awards . 

• Roxbury Community College needed to resolve certain outstanding 
issues relative to its English as a Second Language (ESL) program. 
A DOE review, conducted by its Office of the Inspector General, 
found that the College improperly disbursed $2.2 million in assis
tance to students attending an ineligible ESL program. The review 
also identified certain other, more minor, control issues. The Col
lege disagreed with the findings and was awaiting a further ruling 
from DOE. The OSA's follow-up on the status of these issues 
indicated that a significant number of ESL students were taking 
only ESL classes. The College responded that its ESL program is 
reasonable and prudent given its mission and the specific circum
stances presented, and that its officials would utilize all appeal 
procedures to which they are entitled to reverse the original DOE 
finding . The DOE report also found that student status changes 
were not recorded in a timely manner, resulting in delays in mak
ing Pell Grant Program refunds, and that a 15-year-old student had 
been improperly awarded $1,075 in Pell Grant funds . The DOE 
report directed the College to have an independent assessment of 
certain control and eligibility procedures. The OSA follow-up indi
cated that the College's systems regarding refunds and eligibility 
procedures were adequate and found no instances of noncompli
ance. However, the matters of the independent review and related 
directives awaited the outcome of the College's appeal. 

• Salem State College still needed to improve its system for notifying 
its Financial Aid Office of unofficial student withdrawals . The 
College has improved procedures for identifying students who stop 
attending classes with no formal notification to the Registrar's 
Office . However, its new policy still did not ensure that the with
drawal date determined represented an accurate last date of class 
attendance or that a proper refund was made to the applicable 
financial assistance programs. 

17 



Education Audits 

Noncompliance 
with Federal 
Regulations 
Regarding Student 
Assistance 
(continued) 
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• Salem State College continued to have substantial deficiencies in 
its recordkeeping for Federal Student Financial Assistance pro
grams and its preparation of required federal program reports . 
Inadequate reconciliation procedures resulted in errors in its an
nual Fiscal Operations Report and Application to Participate. Fur
thermore , although the College correctly reported federal funds on 
hand, it exceeded its grant authorization for one program and 
reported certain incorrect program expenses. 

• Salem State College, in several instances, did not properly calcu
late direct student loan refunds . As a result , the College did not 
always properly allocate the portion of student refunds to be re
turned to DOE. 

• Salem State College did not always request federal reimbursements 
in a timely fashion. As a result, the College had to utilize funds 
from other sources, at least temporarily, to pay certain federal 
program expenses. 



Questionable or 
Unallowable 
Expenses 

Education Audits 

The following instances of potentially improper charges, which 
reduce funds available for service provision, were noted. 

• The University of Massachusetts provided millions of dollars in 
unauthorized, unallowable, or questionable tuition waivers. For 
example, contrary to state Board of Higher Education guidelines, 
the Amherst campus awarded approximately $3.6 million, or 56%, 
of its total need-based undergraduate tuition waivers to non-Mas
sachusetts residents during fiscal year 1996, and the Worcester 
campus awarded $181 ,088 in need-based tuition waivers reserved 
for undergraduates "to graduate students. In addition, improper 
tuition waivers were given to resident assistants at the Dartmouth 
campus; to non-degree graduate students, off-campus interns, and 
certain fellowship recipients at the Amherst campus ; and, on the 
Boston campus, for more talent-based awards than allowed under 
regulations. The audit also noted that tuition waivers were pro
vided to some senior citizens and veterans who did not meet student 
residency and program eligibility requirements. 

• The University of Massachusetts' Amherst campus awarded 72% of 
its graduate research tuition waivers to non-Massachusetts resi
dents . The audit questioned the equity and reasonableness of the 
Commonwealth's providing the majority of these tuition waivers to 
out-of-state students, and recommended a more balanced distribu
tion between Massachusetts and out-of-state research assistants. 

• The University of Massachusetts' Amherst campus reimbursed cer
tain meals costs for the men's basketball team that were excessive . 
For example, the average cost per team meal at one Washington 
restaurant was approximately $58. In another instance, the aver
age cost per meal was $49. No itemized receipts were submitted for 
either of the two meals. In contrast, no such excessive costs were 
noted in expenditures for meals for the men's football , hockey, and 
lacrosse teams or the women's field hockey and gymnastic teams. 
In addition, school officials gave duplicate benefits to men's basket
ball players and coaches by providing, on several occasions, both 
team meals and meal allowances. During the audit period, the 
Athletic Department increased meal expense accountability by 
maintaining complete documentation for team meals and by devel
oping a new Team Travel Per Diem policy that delineates amounts 
considered reasonable for meal expenses. 

19 
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Prior Audit Results: Corrective Actions 

Holyoke 
Community 
College 

Mount Wachusett 
Community 
College 

Roxbury 
Community 
College 

20 

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 enti
ties have taken corrective actions as recommended by the OSA. 

• The College has resolved several issues disclosed in a U.S . Depart
ment of Education (DOE) review of federal financial assistance 
programs. These include the repayment to programs of $17,447 in 
unclaimed checks, compliance with requirements for documenting 
contractual agreements, improved controls over time cards, and 
timely submission of required reports. 

• The College has improved its system for identifying unofficial stu
dent withdrawals and calculating pro-rata refunds . 

. • The College has improved procedures for entering and reconciling 
its agency fund activity with Massachusetts Management Account
ing and Reporting System reports. 

• The College has improved its cash management procedures for 
coordinating the drawdown of federal funds with their ultimate 
disbursement. During the audit period, the College disbursed all 
federal financial assistance funds within three days of their receipt, 
as mandated by program regulations. . 

• The College has filed its Fiscal Operations Report and Application 
to Participate with DOE for fiscal year 1996. This report, which is 
required for participation in federal financial assistance programs, 
had not been submitted as of the prior audit period. 
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The following is an update of ongoing initiatives in the area of 
education. 

• The OSA is conducting a performance audit focused on DOE's 
distribution of early childhood education program funds and its 
monitoring of program activities and expenditures . Areas to be 
reviewed include grant awarding procedures, participant eligibil
ity, collection of and accounting for client fees , activities of commu
nity partnership councils, and program expenditures. In addition, 
vendors receiving program funds will be reviewed as part of this 
audit. 

• The OSA is conducting a statewide performance audit of higher 
education trust funds to determine whether trust funds are being 
used for their intended purposes and whether desired results and 
benefits of trust funds are being achieved. It will also determine 
whether trust fund expenditures are reasonable , allowable , and 
applicable to the intended purposes of the fund. In addition, the 
audit will review compliance with laws, rules, and regulations and 
the extent of monitoring and oversight by college administrators, 
boards of trustees, and the Board of Higher Education. 

• The OSA is reviewing the Department of Education's monitoring 
and oversight activities relating to charter school operations. Pur
suant to Chapter 46 of the Acts of 1997, the OSA is also examining 
financial activities and compliance issues at individual charter 
schools. 

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

21 



Education Audits 

University of 
Massachusetts: 
Intellectual 
Property Transfers 

22 

• The OSA is reviewing and evaluating compliance with the 
University's policies and procedures relating to research funding 
that may result in the acquisition of patents, copyrights , licensing 
revenues, spin-off companies, consultant arrangements, and other 
intellectual property. The intent of the audit is to determine 
whether these policies and procedures are sufficient to protect the 
rights and interests of the University and the Commonwealth, as 
well as to ensure that all parties share in any economic benefit 
resulting from intellectual property transfers. 
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Human Services 
Audits 

During the report period, the OSA re
leased thirteen reports pertaining to human 
service activities, seven of which were audits 
of vendors that contract with the Common
wealth 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 64. 



Audit Results 

Deficiencies in 
Contract 
Procurement and 
Oversight 

Human Services Audits 

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

• The Cooperative for Human Services, Inc., a nonprofit corporation 
that provides support services to people with mental retardation, 
had deficiencies in its contract administration process, including a 
lack of competitive bids and a lack of written contracts. Although 
private vendors are not required under state laws and regulations 
to bid competitively, it is sound business practice to do so in order to 
obtain the best services at the lowest possible cost. Furthermore, in 
the absence of written contracts, the entity could not be assured 
that the scope of services rendered met its terms and conditions. 
The audit also noted that Cooperative for Human Services, Inc., did 
not issue federal1099-MISC income information forms to various 
consultants, which may have resulted in the underpayment offed
eral and state income taxes . 

• Vinfen Corporation (Vinfen), a nonprofit organization that provides 
services to individuals with physical and mental disabilities, had 
not established any formal written policies and procedures relative 
to the procurement of consultant services. A review of $842,471 in 
consultant services procured during fiscal year 1995 disclosed that 
Vinfen did not use a competitive procurement process and did not 
enter into a formal written agreement for any of these services. As 
a result, Vinfen lacked assurance that quality services were ob
tained at competitive prices as well as a mechanism for monitoring 
and enforcing contract performance. 
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Adequate accounting and administrative controls help to ensure 
that state funds are spent properly and efficiently. Several reports 
disclosed internal control weakneses, which created vulnerabilities to 
waste and mismanagement and could result in lost revenues. 

• The Behavioral Health Network, Inc. , a nonprofit vendor that pro
vides residential program facilities for mentally handicapped citi
zens, was referred to the OSA by the Western Massachusetts De
partment of Mental Health (DMH) Area Office for the possible theft 
or misuse of client funds. The OSA review disclosed serious internal 
control deficiencies, including lack of documentation supporting 
expenditure transactions, inadequate and untimely accounting for 
purchases, unexplained altered store receipts, and a lack of segrega
tion of duties. As a result, at least $24,546 in client funds belonging 
to four elderly mentally handicapped residents was improperly ac
counted for and may have been misappropriated, misused, or stolen. 

Pursuant to the requirements of Chapter 647 of the Acts of 1989, the 
Internal Control Statute, the OSA made recommendations for im
proving the control environment and also advised DMH to refer this 
matter to law enforcement officials. See page 79. 

• Boston Community Services, Inc., had not developed written ac
counting policies and procedures or an accounting manual, had not 
utilized monthly expense budgets to monitor its operations, and did 
not have adequate written policies and procedures for the operation 
of its Representative Payee Program Accounts. Also, Boston Com
munity Services, Inc., had not performed monthly reconciliations 
for its bank accounts or its General Ledger revenue accounts. Fur
ther, cash receipt duties were not adequately segregated in that one 
person was responsible for opening mail, preparing cash receipts 

. and deposit slips, and posting transactions in the General Ledger. 
As a result, Boston Community Services, Inc. , and the Common
wealth could not be assured that financial assets were adequately 
safeguarded or that financial transactions were properly autho
rized, recorded, and reported. 

• The Cooperative for Human Services, Inc., did not have adequate 
internal controls over its payroll procedures. Certain attendance 
records, including those of the Assistant Executive Director, were 
incomplete in that they were not signed and/or not properly autho
rized. In addition, the Executive Director did not submit any docu
mentation to substantiate work during the audit period. As a 
result, neither the Commonwealth nor Cooperative for Human Ser
vices, Inc. , could be assured that all payroll expenditures were 
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appropriate. In addition, a review of personnel files disclosed that 
none contained all of the information required under the terms and 
conditions of Cooperative for Human Services, Inc.'s state con
tracts . 

• The Cooperative for Human Services, Inc. , had no accounting 
manual or any other written policies and procedures relative to its 
fiscal management. Moreover, its accounting system, though auto
mated, was not integrated and could not be used to produce compre
hensive financial and management reports. In addition, the entity 
did not utilize effective budgeting techniques, did not establish an 
acceptable cost-allocation plan, and did not establish adequate con
trols over travel expense reimbursements. As a result of these 
deficiencies, Cooperative for Human Services, Inc., and the Com
monwealth lacked assurance that the entity's financial assets were 
adequately safeguarded or that its transactions were properly au
thorized, recorded, and reported. 

• The Cooperative for Human Services, Inc., had several problems 
relative to the activities of its Board of Directors. For example, 
there were no records to indicate that the board approved any of the 
$11.8 million expended during fiscal years 1995 and 1996, and no 
board policies or standards existed for length of terms or number of 
board members. In addition, contrary to sound business practice, 
entity employees also served as board members , including the Ex
ecutive Director, who was Board President during the audit period. 
The Board of Directors, in order to effect better control over entity 
operations, needed to take measures to ensure that it fully meets its 
duties and responsibilities as a governing body. 

• The Division of Medical Assistance (DMA) Benefit Coordination 
Recovery Section's Third-Party Liability Unit still had not cor
rected deficiencies within its automated systems that had been 
cited in previous audits. Unresolved computer program limitations 
continued to prevent the identification of absent-parent-related 
claims, which would then have been pursued in cooperation with 
the Department of Revenue's Child Support Enforcement Division. 
As a result, these records could not be differentiated for processing 
using the payment and reimbursement method mandated by fed
eral regulations, and DMA could not be certain that parental obli
gations for dependents' medical expenses were being enforced. In 
addition, for prenatal and preventive pediatric claims, DMA auto
matically avoided making payments to Medicaid recipients with 
third-party resources even though regulations require that DMA 
pay these claims and then seek reimbursement from liable third 
parties. 
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• The Vietnam Veterans Workshop, Inc. , did not adequately docu
ment travel-related expenses or petty cash transactions. In addi
tion, a $2,500 check had been made out to the former Executive 
Director, purportedly for a salary advance , though this was not 
documented; no promissory note for the amount to be paid was 
found; and there was no evidence that the advance was ever actu
ally paid. Without adequate controls, the Commonwealth and the 
Vietnam Veterans Workshop, Inc. , could not be assured that all 
travel-related reimbursements were appropriate or that salary and 
other advances would be returned. 

• The Vietnam Veterans Workshop, Inc., still had one employee who 
was also a member of its Board of Directors. The OSA recom
mended that this policy be examined, since circumstances could 
arise affecting the ability of a board member who also works on 
staff to act independently and in the best interests of the corpora
tion. 

• The Vinfen Corporation (Vinfen) needed to improve internal con
trols over recordkeeping and financial reporting. There were, for 
example, significant errors and discrepancies in its General Ledger 
and on its financial statements. As a result, the Commonwealth 
and Vinfen could not be assured that the entity, which derives most 
of its revenues from the state, was adequately safeguarding its 
financial assets or submitting complete and accurate information 
on required financial reports. 
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Controls over 
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and Regulations 
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All state entities and private entities that receive public funding 
for the purchase of equipment are required to keep complete invento
ries of fixed assets to ensure that the property is safeguarded and used 
for the purposes intended. The following report identified areas 
where inventory controls needed improvement . 

• The Cooperative for Human Services, Inc., did not conduct an an
nual inventory of its furnishings and equipment; did not maintain a 
list of discarded items; and did not maintain detailed records of the 
location and cost of each item, as well as the source of funds for the 
item's purchase. In addition, the entity had particular problems 
relative to the purchase and recording of computer hardware and 
software acquired between July 19.94 and February 1997. As a 
result of these deficiencies, the Cooperative for Human Services, 
Inc., and the Commonwealth had little assurance that the entity's 
fixed assets were adequately protected from loss, theft, and misuse. 

The following report disclosed violations of state regulations that 
could result in increased risk to client health and safety. 

• The Cooperative for Human Services, Inc. , had not established a 
routine inspection schedule of its residential properties and did not 
make appropriate repairs as necessary. As a result, all four resi
dential program sites revealed some health and safety problems. 
Most concerning, one facility was vermin infested, extremely dirty, 
and in very poor condition. The OSA reported to both the entity and 
the Department of Mental Health that the Cooperative for Human 
Services, Inc., was not effectively ensuring the health and safety of 
all its clients, a matter requiring immediate attention. The Execu
tive Director of the entity responded that the program with the 
most serious violations was being relocated. 
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The following examples of unallowable vendor charges and reim
bursements, which reduce funds available for service provision, were 
noted. 

• Boston Community Services, Inc., inappropriately charged at least 
$175,979 against its state-funded cost-reimbursement contracts. 
These charges included $104,758 for full-time administrative staff 
for whom the entity also charged as direct care workers, $38,134 
billed for occupancy costs in excess of costs actually incurred, and 
$1,733 billed under two contracts for services that were not pro
vided. In addition, at least $31,354 in charges were inadequately 
documented or non-program-related and, as such, were unallowable 
under state contracts. 

• Boston Community Services, Inc., entered into an agreement with a 
for-profit computer technology company, which involved facilitat
ing the sales ofthe computer company's products. Since such sales 
facilitation was not part of the service provision for which the 
Commonwealth contracts with Boston Community Services, Inc., 
$30,984 in expenses associated with activities on behalf of the 
computer company were inappropriately charged and reimbursed. 

• The Cooperative for Human Services, Inc., paid a contractor with 
whom its Assistant Executive Director had a personal relationship 
$76,793 for goods and services that may not have been provided. 
This contractor received 90 payments totaling $27,211 without 
submitting any invoices and billed and received payments totaling 
$7,733 for installation work that was not completed. While the 
audit was in progress, the Executive Director stated that he was 
aware of certain questionable expenditures made by this contrac
tor, but not the extent of the potential misappropriation of funds. 
He also indicated that he had accepted the resignation of the Assis
tantExecutive Director. All matters of restitution to the entity and 
the Commonwealth were unresolved at the close of the audit period. 

• The Cooperative for Human Services, Inc., had inadequate controls 
over the use of corporate credit cards, which resulted in unautho
rized expenditures of at least $5,667 in purchases at the Home 
Depot by a contractor and 52 American Express charges totaling 
$17,865 for which there was no substantiating documentation. The 
entity also allowed use of corporate credit cards to purchase per
sonal items by staff members, who later reimbursed the agency, an 
inappropriate practice that allowed employees to avoid paying sales 
taxes. 
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• The Vinfen Corporation (Vinfen) inappropriately charged against 
state contracts $198,235 in losses that two of its affiliated corpora
tions incurred. Under Division of Purchased Services regulations, 
expenses such as these that are not incurred as a result of providing 
service s under state contracts are unallowable and 
nonreimbursable. In addition, Vinfen advanced hundreds of thou
sands of dollars in state funds to these two subsidiary corporations. 
Although these advances were reported as receivables with an 
outstanding balance of $733,375 on Vinfen's financial statements, 
there was no written agreement between Vinfen and its affiliated 
corporations relative to the terms and conditions of the repayment 
of the debts . Therefore , funds provided to Vinfen for the provision 
of specific services may not have been used for their stated purpose. 
Furthermore, because Vinfen used these funds in this manner, it 
had to borrow money to finance its operations, thereby incurring 
additional interest expenses that were inappropriately charged 
against its state contracts. 

• Vinfen Corporation (Vinfen) incurred several potentially excessive 
expenditures in its respite programs. For example, during the last 
month of fiscal year 1995, Vinfen expended 41 of its total program 
supplies budget, 26% of its total meals budget, 36% of its material 
goods budget, and 29% of its relief labor budget on these programs. 
These expenditures were $80,484 higher than the average antici
pated expenditures in these programs for the month of June . Be
cause of the significant amount of program expenditures incurred 
at the end of the fiscal year, this $80,484 may represent funding 
that was not necessary for program operations, but was used 
merely to allow the entity to expend up to the maximum obligation 
of its respite program contracts. 

• Vinfen Corporation (Vinfen) was reimbursed in excess of $496,724 
in revenues over expenses in fiscal year 1995 because state agen
cies with which it contracted did not follow proper procedures in 
establishing certain program budgets. In some instances, agencies 
simply rolled over contracts and contract funding to Vinfen without 
first evaluating the actual costs incurred by the entity in prior 
years and then appropriately amending the terms and conditions of 
contracts. For example, although Vinfen's actual fringe benefit 
costs decreased from fiscal year 1993 through fiscal year 1995, its 
state purchasing agencies routinely provided it with a fringe ben
efit allowance increase, a practice that was costing the Common
wealth hundreds of thousands of dollars in unnecessary expendi
tures annually, while reducing funding available for direct care 
serVlces. 
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Prior Audit Results: Corrective Actions 

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

• The Vietnam Veterans Workshop, Inc ., has discontinued the prac
tice of providing car allowances to its employees, which resolved a 
prior issue of unallowable and unreported fringe benefits. 
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The following is an update of planned and ongoing initiatives in 
the area of human services. 

• The OSA has completed a review of the economy, efficiency, and 
effectiveness of DMR~s QUEST System for monitoring provider 
performance. This system, implemented in January 1994, assigns 
scores to performance measures to provide an overall rating of each 
human service provider. The audit, which will be detailed in the 
next Semi-Annual Report, is available from the Office of the State 
Auditor at 727-2075. 

• The OSA is completing an audit of the Massachusetts Senior Phar
macy Program, which is jointly administered by the Executive 
Office of Elder Mfairs and the Division of Medical Assistance. The 
audit will examine controls over pharmacy billings as well as com
pliance and programmatic issues, including outreach. 

• The OSA is reviewing the Medication Assistance Program to deter
mine whether it is operating in accordance with applicable laws, 
rules, and regulations. The audit will also assess the effectiveness 
of the program and the adequacy of the management control system 
for measuring, reporting, and monitoring the program's effective
ness. Finally, this review is also examining the responsibilities of 
state agencies, group homes, and other vendors involved in imple
menting the Medication Assistance Program. 
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I ndependent and 
Housing Authority 
Audits 

During the report period, the OSA issued 
79 audit reports relative to independent enti
ties, including housing authorities, 31 of 
which were federally mandated audits of 
state-administered federal and state pro
grams. Many of these reports identified re
curring audit results which, if addressed, will 
improve financial management of these Au
thorities and, in turn, help to safeguard state 
and federal funds. 
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Audit Results 

I Independent Authorities 

Inadequate 
Controls over 
Property and 
Equipment 

Program 
Implementation 

Complete inventories of property and equipment help to ensure 
that property is safeguarded and used for its intended purpose . The 
following report identified areas where equipment controls needed to 
be strengthened. 

• The Greater Lawrence Sanitary District was cited in a previous 
audit for not maintaining accurate and detailed records of its inven
tory. The current audit found that the entity still did not have a 
complete listing of its furnishings and equipment and, as a result, 
could not be certain that its fixed assets were adequately protected 
against loss, theft, or misuse. 

The following issues, relative to the Massachusetts Educational 
Financing Authority (MEFA) and The Massachusetts Water Re
sources Authority (MWRA), were noted. 

• MEF A, an Authority created for the purpose of assisting borrowers 
and institutions of higher education in financing the cost of educa
tion, was still in the process of developing loan programs and 
prepaid tuition savings programs for students attending out-of
state colleges and universities. MEFA has implemented various 
innovative educational savings and loan programs, including a 
prepaid tuition savings program that locks in future tuition as of 
the date a program account is opened, for Massachusetts residents 
who attend in-state colleges and universities. However, as its 
Executive Director noted, the reciprocal agreements necessary for 
the tuition lock-in cannot, realistically, be executed with out-of
state institutions of higher education. Instead, MEF A is structur
ing a program, which will be fully operational by the fall of 1998, 
that allows application of invested funds to be used at qualified 
colleges and universities within and outside the Commonwealth. 
This program, along with new favorable federal tax treatment of 
investments for college tuition, should address this issue. 

• The MWRA provided ambiguous data to contractors bidding to 
design and construct the Cross-Harbor Inter-Island Wastewater 
Tunnel from Nut Island to Deer Island. As a consequence, the 
selected contractor was unable to properly estimate his cost, sched
ule, and equipment needs . This resulted in change orders and 
claim settlements that added at least $15.7 million to the cost of the 
project. 
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Housing 
Authorities and the 
Federal Single 
Audit Act 

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, is audited each fiscal 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 Common
wealth is improving the coordination and efficiency of the audit pro
cess. Chapter 138 gives the OSA the authority to prescribe state 
standards, in addition to any federal requirements, for audits of all 
housing authorities that receive federal financial assistance , whether 
conducted by the OSA or a private firm . Housing authorities that 
choose private firms to conduct audits of their federal programs are 
required to submit these audits to the OSA for review and approval. 
As a result of the implementation of these Single Audit procedures, 
accountability is strengthened, duplication is prevented, and costs are 
reduced. During the report period, the OSA released 31 Single Audits 
pertaining to housing authorities and reviewed an additional 54 
Single Audits completed by private accounting firms . 

I Individual Housing Authority Audits 

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

• Athol Housing Authority was late in filing payroll tax returns and 
in paying payroll taxes from December 1995 through October 1997. 
As a result, the Authority was assessed $1,277 by the Internal 
Revenue Service and $101 by the Massachusetts Department of 
Revenue in penalties and interest . 

• Barnstable Housing Authority did not have an adequate cash man
agement system for requesting advance funding from the federal 
government for its Section 8 housing programs. Although the 
Authority informally estimated its cash needs for these programs at 
the beginning of the year, it did not adequately monitor these 
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estimates to ensure that only funds required were being requested. 
As a result, programs were over-funded by $133,301 in 1996. The 
Authority responded that all excess funds , including $258,188, 
which was over-funded in 1995, were returned to the U .S . Depart
ment of Housing and Urban Development in 1997. 

• Barnstable Housing Authority did not withhold Medicare taxes 
from its Executive Director's salary as required. As a result, the 
Authority owed approximately $8,338 in Medicare taxes and was 
potentially subject to interest and penalties. The Authority re
sponded that a misinterpretation of the rules governing Medicare 
tax requirements resulted in this error and that appropriate back 
payments have been made. 

• Carver Housing Authority did not maintain employee attendance 
calendars that would identify each employee's accrued sick and 
vacation time. As a result, the Authority lacked assurance that its 
payroll expenditures were correct and appropriate. The audit also 
noted that the Authority lacked an approved management plan, 
affirmative action policy, and personnel policy, all of which are 
required under Department of Housing and Community Develop
ment regulations. 

• Carver Housing Authority was cited in a previous audit for enter
ing into an agreement for cable service provision that resulted in a 
selective subsidy, by the Authority, of certain tenants' cable bills . " 
The current audit found that the Authority continued to maintain 
the cable agreement. Furthermore, the Authority did not properly 
report cable revenue collected from tenants and cable expenses paid 
by the Authority on its financial reports. 

• Carver Housing Authority did not comply with the Department of 
Housing and Community Development's (DHCD) closing instruc
tions for one of it modernization projects. As a result, the Authority 
did not adjust its books of account to reflect the closeout of this 
project and did not return to the Commonwealth $2,202 in unused 
funds as requested in a DHCD letter dated December 12, 1996. 

• Mashpee Housing Authority made only "two deposits during the 
audit period of income from the use of its washers and dryers . 
Income from the machines is retrieved every two months and 
should be recorded and deposited within 24 hours. Timely deposits 
increase cash control and maximize interest income. 

• Mashpee Housing Authority made a posting error that caused its 
tenants' accounts receivable balance recorded on year-end financial 
statements to be understated by $4,283. 
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• Mattapoisett Housing Authority, in what was apparently a one
time occurrence, held $11,367 in rent checks for 33 days before 
depositing them. This significant delay in depositing rental income 
increased the risk that the funds would be lost or stolen and de
prived the Authority of interest income. 

• Mattapoisett Housing Authority did not withhold Medicare taxes 
from its Executive Director's salary. Based upon earnings accrued 
through September 30, 1996, the Authority owed the Internal Rev
enue Service approximately $2,663 plus applicable penalties and 
interest. 

• Mattapoisett Housing Authority overstated sick-time leave ac'cru
als for two part-time employees, including its Executive Director. 
As a result, the Authority may have paid for sick leave to which 
employees were not entitled. 

• Weymouth Housing Authority's Lakeview Manor Development was 
placed by the Department of Housing and Community Develop
ment under the control of Maloney Properties, Inc., a private man
agement firm. Maloney Properties, Inc. , needed to strengthen 
certain financial and management practices. Specifically, inad
equate monitoring of the Lakeview Manor Tenants' Association's 
expenses resulted in certain improper expenditures; pet deposit 
policies were inconsistently applied; and at least one large out
standing arrearage was not pursued. 

• Winthrop Housing Authority needed to improve controls over its 
payroll records. The Authority did not prepare required W-4 forms 
to document the amount of tax withholdings authorized by its 
employees, lacked supervisory approvals on weekly time sheets, 
and did not have written Executive Director approval to show 
authorization for overtime worked by its maintenance employees. 
As a result, the Authority could not be assured that all federal 
income tax withholdings and all salary payments were correct and 
appropriate. 

• Winthrop Housing Authority, on four occasions, spent a total of 
$1,524 on meals for board members, staff, and associates, for which 
required documentation was either missing or inadequate. In addi
tion, approximately half of the funds spent on these dinners came 
from a "Section 8 Program" account, although the Authority did not 
administer a Section 8 Program. As a result, the Authority lacked 
assurance that its meal expenditures were for necessary business 
purposes or paid from an appropriate account. . 
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The execution offormal contracts that specify the scope of work to 
be done helps to contain costs and to ensure contract performance. In 
the following instances, contracts were not procured before services 
were begun . 

• Carver Housing Authority had not executed a formal contract with 
the vendor who operated one of its residential properties. In addi
tion, the Authority's prior vendor contract for laundry services had 
expired in 1991, and no new contract had been executed as of March 
1997. In both instances, the Authority exposed itself to potential 
financial losses and to misunderstandings regarding services to be 
provided. The new Executive Director, appointed in February 
1998, responded that both contract issues were addressed as of 
March 1998 . 

. • Mashpee Housing Authority did not have a formally executed con
tract with its fee accountant as required by the Department of 
Housing and Community Development. The Authority responded 
that this contract has been executed and made retroactive to July 1, 
1997. 
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Property and 
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State regulations require that housing authorities conduct annual 
physical inventories of property and equipment, tag equipment, and 
annually update inventory listings. In addition to ensuring account
ability for property and equipment, adequate inventory records serve 
as a source of insurance coverage information in the event of a casu
alty loss, as a basis of 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 ad
equately safeguard property and equipment. 

• Brockton Housing Authority, while maintaining an up-to-date in
ventory listing, did not conduct a physical inspection of its property 
and equipment in 1996. In addition, the Authority did not have an 
adequate process in place for determining whether items were 
surplus. 

• Carver Housing Authority was cited in a prior audit for a variance 
of $27,510 between the value of its fixed assets as listed on its 
inventory cards and the value reported on its financial statements. 
The current audit determined that the Authority still did not main
tain adequate fixed-asset records and had not taken steps to ad
dress the identified variance. In addition, the Authority did not 
.conduct an annual physical inventory. As a result of these deficien-

. cies, the Authority could not be assured that its fixed assets were 
adequately protected or accurately recorded on its books. 

• Gloucester Housing Authority, while making some progress in im
proving its inventory controls, still did not maintain adequate 
records of its property and equipment. As a result, the Authority 
could not be assured that it was adequately safeguarding its fixed 
assets or submitting complete and accurate financial statements. 

• Winthrop Housing Authority had not conducted an inventory of its 
property and equipment or updated its inventory records to reflect 
all purchases and disposals of equipment between October 1994 and 
June 1997. The Authority also did not maintain complete inven
tory records. As a result, the Authority could not be assured that its 
fixed assets were adequately safeguarded or accurately recorded on 
its books. 



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

Authority Audits 

OSA reports disclosed that certain housing authorities did not 
adhere to state regulations regarding rent collections, rent determi
nations, 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 apart
ments and improper tenant selection procedures could also deprive 
eligible low-income persons, at least temporarily, of needed housing. 

• Athol Housing Authority was cited in a prior audit for delays in 
preparing and filling vacant apartments. The current review dis
closed that excessive delays in filling vacant units continued to 
occur, resulting in lost potential rental income of $36,490 during 
fiscal year 1997. 

• Athol Housing Authority's tenants' accounts receivable balances 
increased significantly over the previous three fiscal years and, as 
of March 31, 1995; March 31, 1996; and March 31, 1997; were 
$10,700, $16,950, and $23,750, respectively. At its October 1997 
board meeting, the Authority voted to write off 37 vacated tenant 
accounts receivable balances totaling approximately $17,600. Dur
ing the audit, an additional eight delinquent accounts totaling 
approximately $8,800 were identified that also appeared to be 
uncollectible. Although the Authority did send written late notices 
and did try to work out repayment plans, the audit noted the need 
for a written collection policy and a more aggressive collection 
effort. 

• Barnstable Housing Authority was cited in a prior audit for an 
excessive delinquent tenant accounts receivable balance. The cur
rent review noted that this balance had increased by $5,658 to 
$29,894 as of December 31, 1996. The audit recommended immedi
ate action to determine the collectibility of these accounts and to 
prevent the future escalation of tenant arrearages, which could 
potentially affect operating reserves. 

• Barnstable Housing Authority had vacancies in excess of Depart
ment of Housing and Community Development (DHCD) guidelines 
and, as a result, lost the opportunity to earn nearly $6,000 in 
potential rental income in 1996. The Authority prioritized resolu
tion of this issue and was notified in a DHCD memorandum dated 
February 20, 1997 that it was in compliance with the vacancy turn
around requirement of 21 working days. 
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• Beverly Housing Authority had prolonged unit vacancies. Specifi
cally, the Authority, from April 1, 1996 to March 31, 1997, took a 
total of 6,265 days beyond Department of Housing and Comm unity 
Development guidelines to re-rent 78 units . As a result, the Au
thority lost the opportunity to earn $44,481 in potential rental 
Income. 

• Carver Housing Authority was cited in a prior audit for not prop
erly maintaining and updating its waiting list. Subsequently, the 
Executive Director, while developing new procedures and forms for 
the tenant application process, stopped processing applications, 
which is not allowed under state regulations . The Authority re
sponded that it was awaiting the printing of new applications and 
was, in the meantime, recording the names of applicants. 

• Carver Housing Authority had not established adequate controls 
over rent collections. The Authority, which did not maintain ledger 
cards and did not adequately document delinquent accounts , had 
three vacated tenants and eight current tenants in arrears as of 
March 31, 1997. The Executive Director was working to develop a 
new rent collection policy in order to more effectively collect 
arrearages and properly write off accounts determined to be 
uncollectible . 

• Fitchburg Housing Authority was not updating its utility allow
ance schedule annually as required by federal regulations . The 
Authority responded that, while no tenants had paid more than 
their appropriate income percentage for rent, it was now using a 
current utility schedule. 

• Gloucester Housing Authority, while improving the maintenance of 
its tenant files, still did not perform required annual rent redeter
minations. As a result, the Authority could not be assured that 
tenant rents were correctly assessed. In addition, certain forms 
required for federal housing programs, such as United States citi
zenship status forms, were not on file . 

• Mashpee Housing Authority needed to improve its rent determina
tion procedures. Sixteen of 34 tenant folders tested contained such 
deficiencies as inadequate supporting data for allowable deductions 
and for documenting income, missing signed leases, and no evi
dence of an annual rental recertification being performed. As a 
result, the Authority could not be assured that all tenant rents were 
accurately assessed. 

• Mashpee Housing Authority did not provide the contracted amount 
of low-income tenants for a privately owned apartment complex 
that participated in the Massachusetts Rental Voucher Program. 



Authority Audits 

Because the Authority did not provide the full complement of 38 
tenants designated in its agreement with the Department of Hous
ing and Community Development (DHCD), eleven units designated 
for low-income families were occupied by non-Authority higher
income tenants . As a result, certain low-income families on the 
Authority's waiting list were denied, at least temporarily, housing 
to which they were entitled. Additionally, the Authority improp
erly charged DHCD $2,175 in administrative fees for housing units 
not occupied by Authority tenants. 

• Mattapoisett Housing Authority was cited in a prior audit for de
lays in filling vacant units that resulted in the loss of $2,386 in 
potential rental income. The current audit found that the Author
ity still did not prepare units for occupancy in a timely manner, and 
that lost potential rental income had grown to $5,013. 

• Mattapoisett Housing Authority's tenant ledger cards contained 
errors in calculating certain tenants' rents. This resulted in both 
overcharges and undercharges as indicated on these cards. In 
addition, not all tenant folders contained adequate income verifica
tion data. The Authority responded that, although errors had been 
made in posting certain adjusted rents, most residents had received 
rent letters containing the correct charge and were, therefore, pay
ing proper monthly amounts. The Authority also indicated that 
greater care was being taken in making postings on ledger cards 
and that all incomes were being verified from the actual source. 

• New Bedford Housing Authority was still in the process of resolving 
an issue regarding the placement of two applicants in units that 
were larger than what was allowable for their family size . The 
Authority, as of the close of the audit period, was awaiting a re
sponse from the Department of Housing and Community Develop
ment on this matter. 

• Orange Housing Authority continued to exceed Department of 
Housing and Community Development guidelines for filling vacant 
apartments. As a result, the Authority lost the opportunity to earn 
approximately $8,000 in potential rental income. The audit noted 
that the Authority had advertised openings in area newspapers and 
had contacted local social service agencies, but still lacked eligible 
elderly applicants for its housing units. 

• Winchendon Housing Authority, due to errors in its computer pro
gram, incorrectly calculated rent determinations for a new feder
ally aided Section 8 Voucher Program. As a result, three tenants 
were undercharged amounts ranging from $42 to $119 per month. 
In addition, at least two Massachusetts Rental Voucher Program 
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tenant rents were calculated incorrectly, resulting in under
charges. The Authority moved expeditiously to recalculate rents 
that were incorrect and, at the close of the audit period, was work
ing with a computer consultant to update relevant computer pro
grams. 

• Winchendon Housing Authority was using an improper utility al
lowance schedule in calculating rental amounts . As a result, some 
tenants' rents may have been miscalculated. As of March 1997, the 
Authority obtained and was using a current utility schedule. 

• Winthrop Housing Authority had excessive delays in filling vacant 
apartments. While the number of prolonged vacancies increased by 
just one since the prior audit, the number of days that exceeded 
guidelines for re-renting housing units nearly doubled, from 450 to 
889, and the resulting loss of potential rental income more than 
doubled, from $3,438 to $7,156. 

The Authorities noted below were either in noncompliance with 
regulations mandating annual inspections of housing units or needed 
to correct potentially hazardous conditions. 

• Carver Housing Authority did not conduct required inspections to 
ensure that all units were being maintained in a safe and sanitary 
condition. 

• Mattapoisset Housing Authority did not have a second egress for 26 
tenants living on the second floor of its elderly housing complex. 
Both the Authority and the Mattapoisset Fire Chief had contacted 
the Department of Housing and Community Development regard
ing this serious safety hazard. However, at the close of the audit 
period, this problem had not been resolved. 

• Warren Housing Authority continued to have serious repair needs 
at its elderly housing complex at Winthrop Terrace. The primary 
areas in need of renovation included exterior sidings and a concrete 
patio. The Authority responded that a lack of funding had pre
vented its undertaking the necessary repairs, but that major prob
lems would be corrected as funding becomes available. 



Authority Audits 

Prior Audit Results: Corrective Actions 

Auburn Housing 
Authority 

Bellingham 
Housing Authority 

Carver Housing 
Authority 

Dennis Housing 
Authority 

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

• The Authority is in the process of repaying the U .S . Department of 
Housing and Urban Development (HUD) $100,423 in federal funds 
that were not expended during the fiscal year for which they were 
appropriated. 

• The Authority has improved the safeguarding of its property and 
equipment by updating its inventory records to reflect purchases 
and deletions, properly tagging equipment, and establishing an 
equipment record card system. 

• The Authority has improved its procedures for renting vacant 
apartments by properly maintaining its vacancy ledger. 

• The Authority has reimbursed elderly clients who had been over
charged for cable television service and is now charging the proper 
amount per unit per month. 

• The Authority has strengthened controls over credit card charges 
and has collected, from its former Executive Director, $210 for 
personal charges that were paid with Authority funds . 

• The Authority, during the current audit period, made no expendi
tures for unauthorized purposes from grant funds awarded for the 
upgrading of heating systems. Furthermore, the Department of 
Housing and Community Development, after reviewing previous 
expenditures under this grant, authorized the use of grant funds for 
the replacement of stoves and refrigerators. 

• The Authority is now following Department of Housing and Com
munity Development guidelines for writing off uncollectible tenant 
accounts receivable balances and, during the current audit period, 
made no such write-offs. 
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• DHCD is making the selection process for participants in its feder
ally funded rental assistance program more competitive. A draft 
Request for Responses has been completed and was scheduled for 
release in time to accommodate fiscal year 1999 contracts. 

• The Authority has strengthened controls over its fixed assets by 
conducting an annual physical inventory and maintaining com
plete inventory records . 

• The Authority has improved the maintenance of its program 
records, including its modernization program records. 

• The Authority has improved its tenant selection procedures by 
appropriately expanding its waiting list. 

• The Authority has addressed an excess operating subsidy issue by 
returning $1,338 to the Department of Housing and Community 
Development. 

• The Authority has improved its tenant selection process by properly 
maintaining waiting lists and adhering to Department of Housing 
and Community Development regulations for housing disabled ap
plicants. 

• The Authority has improved its system for approving and monitor
ing expenses. As a result, it has gone from a negative Operating 
Reserve of $10,438 in March 1995 to a positive Operating Reserve 
of$31,730 in the fiscal year ended March 31,1997. 

• The Authority has resolved a payments in lieu of taxes issue by 
negotiating an agreement whereby the town of Hull waived all 
overdue payments. 

• The Authority has resolved an issue of overcharges to state and 
federal programs by correctly collecting a 15% share of monthly 
premiums for health insurance from its employees. 



North Brookfield 
Housing Authority 

Templeton 
Housing Authority 

West Boylston 
Housing Authority 

West Brookfield 
Housing Authority 

Wilbraham 
Housing Authority 

Authority Audits 

• The Authority has taken effective steps, including the advertising 
of housing units, to reduce delays in renting vacant apartments . 

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

• The Authority has substantially improved its general financial 
management, with specific attention to areas in which prior defi
ciencies had been noted: bank statement reconciliations, fund allo
cations, interproject loans, and expense reporting. 

• The Authority has strengthened controls over its fixed assets by 
conducting an annual physical inventory and properly tagging and 
assigning values to all appropriate inventory items. 

• The Authority has satisfactorily resolved an issue regarding a Capi
tal Reserve Account set up, without formal Department of Housing 
and Community Development approval, to cover anticipated con
struction costs for an addition to its maintenance garage. The 
Authority eventually decided that the project was too expensive to 
pursue and requested permission to return the Capital Reserve 
funding to its Operating Reserve Account. 

• The Authority is now accurately accounting for and reporting funds 
received as a result of activities of commercial properties with 
which it contracts. Also, it is also now operating under an updated 
and complete management plan. 

• The Authority has strengthened controls over its fixed assets by 
updating its furniture and equipment cards and recording the value 
of inventory items on its financial records. 
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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 in
cludes an assessment of the system of internal controls that the 
MWRA has established for estimating, monitoring, and controlling 
project costs. This ongoing audit is resulting in a series of reports, 
thirteen of which have been issued as of June 30, 1998. 

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

• The OSA is continuing to review and analyze the MBTA's expan
sion plan, including the Old Colony Commuter Rail Project and the 
Commuter Rail to Worcester Project. In addition, the audit is 
reviewing the MBTA's cost study comparing the Old Colony Rail
road 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 Improve
ment Project. 



Massachusetts 
Bay Transit 
Authority (MBTA) 
Real Estate 

Massachusetts 
Port Authority 
(Mass port) 

Bond Financing 
for Independent 
Authorities 

Depression of the 
Central Arteryl 
Third Harbor 
Tunnel 

Authority Audits 

• The OSA is conducting a follow-up audit of the MBTA's 
privatization of its real estate functions and activities that will 
review the selected firm 's progress in meeting the provisions of its 
contract. The audit will include, but not be limited to, a review of 
tenant files; concession revenues; real estate inventory; sale of 
surplus properties; development projects; parking garage program; 
and all fees, commissions, bonuses, and development fees earned by 
the firm. 

• The OSA is continuing a review of Massport's implementation of its 
Logan 2000 plan. The audit will include a review of consultant 
contracts for Logan 2000, a review and analysis of change orders 
and contract amendments to determine their accuracy, necessity, 
and affect on total costs; and a review and analysis of property 
management, with emphasis on utilization and revenue genera
tion. It will also review and analyze Massport's decisions regarding 
the construction of the Harborside Hyatt Convention Center and 
Hotel to determine whether this construction complies with appli
cable laws, rules , and regulations; and whether it is beneficial to 
Massport and Logan 2000. 

• The OSA is reviewing the policies and procedures utilized by inde
pendent authorities for issuing bonds. The audit's objective is to 
determine the costs and expenses related to bond financing and to 
examine whether contracts with underwriters and financial advi
. sors (i.e. , consultants) are competitively bid. It will also review the 
process for determining bond. counsel and consultants 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 and the Massachu
setts Turnpike Authority have established for estimating, monitor
ing, and controlling project costs in order to identify system weak
nesses and opportunities for savings; cost avoidance; and adherence 
to timing, scheduling, and performance requirements. This audit 
will result in a series of reports, eight of which were issued as of 
June 30, 1998. 
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Judiciary/Law 
Enforcement Audits 

The OSA released thirteen judiciaryllaw 
enforcement audits during the report period, 
five of which disclosed or updated issues rela
tive to administrative, accounting, and in
ventory controls, and management of custo
dial passbook funds. Two of these audits 
addressed Information Technology (IT) and 
financial issues and are detailed in the IT 
Audit Section on page 64. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

JudiciarylLaw Enforcement Audits 

Adequate accounting and administrative controls help to ensure 
that state appropriations are spent properly and efficiently, and that 
funds raised through assessments, fines , fees , and forfeitures, as well 
as assets held in trust, are appropriately receipted, recorded, dis
bursed, and reported. The following instances of internal control 
weaknesses were noted. 

• Essex Probate and Family Court was in the process of resolving 
several issues relative to custodial passbook funds . Sixteen custo
dial passbooks, totaling $26,803, had circumstances identifying 
them as abandoned' property and required further review to confirm 
this status. All passbooks confirmed as abandoned property should 
be remitted to the State Treasurer, a requirement intended to 
increase efforts to find beneficiaries through abandoned property 
listings and to allow the Commonwealth use of the funds until they 
are claimed. In addition, certain accounts did not include either a 
beneficiary's Social Security number or a federal identification 
number. As a result, monthly federal tax withholdings were being 
imposed on these passbooks. In two instances noted, federal tax 
withholdings were greater than the monthly interest accrued, 
meaning that these beneficiaries' account balances were being de
pleted rather than augmented monthly. Finally, interest earned 
amounts were not updated on financial records or in passbooks at 
least once annually as required. 

• Essex Probate and Family Court needed to strengthen internal 
controls over cash receipts . Specifically, one individual opened 
mail, prepared daily bank deposit slips , reconciled the bank ac
count, and maintained all office accounting records. This lack of 
segregation of duties could, potentially, increase the vulnerability 
of funds to loss or theft. In addition, closing procedures needed to 
begin earlier in the day in order to assure that all funds could be 
receipted and deposited on the day they were received. 

• Middlesex Probate and Family Court needed to improve its man
agement of assets held in trust. Specifically, 37 custodial passbooks 
had circumstances such as belonging to former minors who have 
reached the age of majority or naming beneficiaries known to be 
deceased, that qualified the funds as abandoned property. These 
passbooks should be reviewed by the Court, with all funds deter
mined to be abandoned property promptly remitted to the State 
Treasurer. In addition, interest earned amounts were not recorded 
for 101 of the 239 passbooks that were eligible for interest during 
1996. In fact, some ofthe passbooks were last updated in 1987 and 
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others had never been updated at all. Furthermore, a majority of 
the passbook accounts did not have either a beneficiary's Social 
Security number or a federal identification number as required by 
Internal Revenue Service regulations. Although none of the pass
books tested had withholding fees deducted, the bank would be 
required to impose these deductions at the time interest is posted, 
unless the Social Security or federal identification number is also 
documented. Finally, the Court did not include the total dollar 
value of custoqial passbook accounts as part of its monthly bank 
reconciliation. Without this figure, the Court could not report a 
complete and accurate disclosure of its accounts held in trust. 

• Middlesex Probate and Family Court lacked proper recordkeeping, 
supportive documentation, and written approvals for compensatory 
time earned. As a result, the Court could not be assured that the 
need for this compensatory time was justified or that all payroll 
expenditures were appropriate. 

• Middlesex Probate and Family Court needed to improve controls 
over its accounting and collection procedures. Specifically, the 
Court did not properly segregate transaction duties so that the 
work of one employee could serve as a check on another. The 
employee responsible for making deposits also prepared the daily 
deposit, reconciled the bank account, and maintained the cash 
receipt and disbursement journal. As a result, vulnerability of 
Court funds to loss, theft, or misuse was increased. In response to 
this finding, the Court moved expeditiously to appoint a second 
employee to work on deposit transactions. In addition, cash receipts 
for January and March 1997 were held an average of two and a half 
days before being deposited. Daily deposits are required in order to 
safeguard funds and maximize interest income. 

• Suffolk Probate and Family Court needed to improve purchasing 
and payment procedures. An examination of unpaid invoices dis
closed many instances of bills that were outstanding for a lengthy 
period of time. In addition, not all purchases of office supplies, 
Xerox paper, and maintenance agreements were received and paid 
for (or properly encumbered) within one fiscal year as required by 
the Office of the State Comptroller's year-end closing instructions. 
The Court responded that, working with the Administrative Office 
of the Trial Court, it had resolved all known outstanding bills from 
prior fiscal years and that all invoices received are now processed 
for payment within five business days, provided the materials rep
resented have been received. 



Inadequate 
Controls over . 
Property and 
Equipment 

Judiciary/Law Enforcement Audits 

• Suffolk Probate and Family Court needed to improve the mainte
nance of and accounting for custodial funds . The Court was not 
properly processing the receipt of these funds or maintaining accu
rate documentation for them. Specifically, the trial balance for 
these accounts, which is recorded on the monthly bank reconcilia
tion form, contained posting errors, missing accounts, accounts that 
were improperly closed or should not have been closed, and dupli
cate accounts. In addition, interest was not posted annually as 
required, and passbooks representing abandoned property had not 
been remitted to the State Treasurer in accordance with state law. 
Theaudit recommended increased oversight by the Administrative 
Office of the Trial Court in order to correct these deficiencies and 
help ensure that custodial accounts are properly managed on behalf 
of beneficiaries and the state. 

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

• Essex Probate and Family Court had begun, but not completed, its 
annual physical inventory and updating of its inventory listing. As 
of the close of the audit period, such items as typewriters, air 
conditioners, computers, and other office equipment totaling 
$27,279 purchased in June 1996 were not recorded on the inventory 
listing. In addition, some items were not properly tagged, and 
others were not in the locations reported for them. Finally, the 
Court did not list various furniture and equipment items purchased 
by the Department of Revenue and placed in the custody of the 
Probation Department and did not maintain a record of leased 
equipment. As a result of its not maintaining adequate fixed-asset 
records, the Court could not be assured that its property and equip
ment were adequately safeguarded or accurately recorded on its 
books. 

• Middlesex Probate and Family Court had not conducted a physical 
inventory since 1989 and did not maintain a complete inventory 
listing of property and equipment. In addition, not all items were 
properly tagged, including computers, furniture, filing cabinets, 
and a fax machine. As a result, the Court had little assurance that 
its fixed assets were adequately protected from loss, theft, or misuse 
or that fixed-asset information submitted on financial statements 
was accurate and complete. 
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• Suffolk Probate and Family Court did not conduct an annual physi
cal inventory, did not maintain a complete inventory listing, and 
did not properly tag all furniture and equipment. The audit noted 
that none of the Court's computers were included on the inventory 
listing; that eight air conditioners purchased in fiscal year 1996 at 
a cost of $4,880 were also not listed; and that copiers, a typewriter, 
and several furniture items were not tagged or included on the 
inventory listing. As a result, the Court could not be assured that 
its fixed assets were adequately safeguarded, accurately recorded 
on its books, or properly reported on its financial statements. 



Judiciary/Law Enforcement Audits 

Prior Audit Results: Corrective Actions 

The Trial Court of 
the Commonwealthl 
Court Facility 
Rental Accounts 

A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations. Corrective ac
tions, based on OSA recommendations, were taken in the following 
instance . 

• The Trial Court, through its Chief Justice for Administration and 
Management, has promulgated lease standards for expenditure 
reporting, safety, maintenance, repairs, security, and complaints 
by judicial personnel for all publicly owned facilities that it leases . 
This has resulted in strengthened controls over Court Facilities 
Rental Accounts, including improved recordkeeping and compli
ance with applicable laws, rules, and regulations . 

• The Trial Court's leasing process for juvenile court facilities has 
proceeded in accordance with prescribed requirements a:rld in com
pliance with applicable rules, laws, and regulations. 
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The following is an update on an ongoing judiciaryllaw enforce
ment initiative . 

• The OSA, based on results of recent audits of selected District 
Courts, is conducting a statewide review of bail funds . The audit is 
examining and assessing financial and management controls over 
bail funds within the Trial Court System, as well as court compli
ance with laws, rules , and regulations regarding the maintenance 
of, accounting for , and depositing of bail funds . The audit also 
focuses on identifying outstanding bail funds that are owed to the 
Commonwealth. 
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Single Audit of the 
Commonwealth 

The OSA is a partner, with a major private 
accounting firm and small minority and 
women-owned accouting firms, in performing 
the Single Audit of the Commonwealth, a 
comprehensive annual financial and compli
ance audit of the Commonwealth as a whole 
that encompasses the accounts and activities 
of all state agencies. This audit satisfies the 
federal and state requirements to audit the 
Commonwealth of Massachusetts' financial 
operations, consisting of its accounts, pro
grams, activities, funds, and functions , as 
well as specified compliance issues. In addi
tion, the OSA will continue to perform the 
following audit functions: (1) determining 
the relationship of net State Tax Revenues to 
Allowable Tax Revenues (Tax Cap Determi
nation), (2) reporting on agency compliance 
with the Office of the Comptroller's Official 
Year-End Closing Instructions for Cash Rev
enue Management, and (3) reporting on 
agency compliance with the Office of the 
Comptroller's Year-End Closing Instructions 
for Encumbrance and Advance-Fund Man
agement. 

As part of the Single Audit, the OSA also 
provides staff resources for the audit of fed
eral programs, such as student financial as
sistance at state institutions of higher educa
tion. Finally, the OSA conducts audit proce
dures that are needed to render an opinion on 
the Commonwealth's Comprehensive Annual 
Financial Report, such as verifying certain 
accounts and documents at several agencies 
and testing selected financial transactions to 
determine their accuracy. 



Audit Results 

Single Audit of the Commonwealth 

During the report period, in addition to the reports that comprise 
the annual Single Audit of the Commonwealth, the OSA released ten 
separate reports based on audit work for the Single Audit. These 
included a report on agency compliance with the Office of the 
Comptroller's year-end closing instrucitons for encumbrance and ad
vance-fund management and an audit reporting on agency compli
ance with requirements for various billing and accounts receivable 
transactions. These audits are summarized below. Six other audits 
conducted in conjunction with the Single Audit reviewed federal fi 
nancial student assistance programs and are detailed in the Educa
tion Audits Section, which begins on page 12. 

Agency Compliance with the Office of the Comptroller's Official Year-End Closing 
Instructions for Encumbran.ce and Advance-Fund Management 

The OSA reviewed fiscal year 1997 outstanding encumbrance bal
ances at 43 state agencies and advance-fund management at 70 state 
agencies as of June 30, 1997. Agency compliance was found to be very 
high with over 97% of encumbrance transactions tested in compliance 
with closing instructions for encumbrances and 90% of state agencies 
in compliance with closing instructions for advance funds. However, 
nine state agencies had not fully complied with these requirements, 
as noted below. These issues were reported to the State Comptroller 
during the audit so that they could be considered in the Single Audit 
of the Commonwealth, which was conducted simultaneously by the 
OSA and other independent auditors . 

• The Administrative Office of the Trial Court, while substantially 
improving its compliance with encumbrance management instruc
tions , still had some expenditures for goods and services not re
ceived by the Comptroller's established cut-off date . 

• Seven agencies did not properly account for fiscal year 1997 ad
vance funds by June 30, 1997. Three ofthese agencies, the Depart
ment of Mental Retardation, the Department of Revenue, and the 
Administrative Office ofthe Trial Court, were cited in a prior audit 
for similar noncompliance. 
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The OSA, in conjunction with the Single Audit of the Common
wealth, conducted reviews at 16 state agencies for the purpose of 
determining agency compliance with relevant state and federal laws 
and regulations . The audit disclosed no reportable conditions at any 
agency visited. The follow-up review at agencies cited in the prior
year report is detailed under Prior Audit Results : Corrective Actions 
on page 62. 



Single Audit of the Commonwealth 

The Department of Labor and Workforce Development: Oversight of Programs 
under the Job Training Partnership Act (JTPA) 

The Department of Labor and Workforce Development was given 
oversight of the Job Training Partnership Act effective July 1, 1996. 
These programs provide · training services to disadvantaged adults 
who face structural barriers to employment. During fiscal year 1997, 
the Department administered $83 million in JTPA funds, of which 
approximately $62 milion was from the federal government. The OSA 
review of JTPA activities and Department of Labor and Workforce 
Development monitoring was conducted in conjunction with the 
Single Audit of the Commonwealth of Massachusetts for the fiscal 
year ended June 30, 1997. Results of this review are summarized 
below . 

• The Department of Labor and Workforce Development could not 
demonstrate that it followed the procedures required by the federal 
government for requesting JTPA funds. Specifically, the Depart
ment did not control and account for federal JTPA funds using a 
required Catalogue of Federal Domestic Assistance number and 
citing the relevant Commonwealth appropriation line-item num
ber. The Department also did not identify, in its books of account, 
all federal awards received and expended, as well as the federal 
programs under which they were received. As a result, the Depart
ment could not reconcile its records of JTPA expenditures with 
amounts recorded on the Commonwealth's accounting system and 
could not be assured that all funds were properly accounted for or 
reported on financial statements . 

• The Department of Labor and Workforce Development, while ar
ranging for the on-site monitoring of 15 subrecipients, did not 
conduct anyon-site monitoring of three subrecipients under its 
control. In addition, two subrecipients did not submit required 
audit reports by July 31, 1997, and five of the reports that were 
submitted contained administrative and compliance findings that 
were not followed up to ensure corrective action. 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to acknowl
edge agency compliance with OSA recommendations . Corrective ac
tion, based on OSA recommendations, was taken in the following 
instances. 

• These agencies took corrective steps to ensure compliance with 
year-end closing instructions for encumbrance management. 

Department of Environmental Management 
Department of Industrial Accidents 
Department of Transitional Assistance 
Human Resources Division 

• These agencies took corrective steps to ensure that all advance 
funds were accounted for by the fiscal year end. 

Department of Labor and Industries 
Department of Personnel Administration 
Division of Energy Resources 
Executive Office of Education 
Executive Office of Public Safety 
Middlesex District Attorney's Office 
Merit Rating Board 
Parole Board 
Secretary of the Commonwealth 

• Mass Rehab has resolved several issues noted in the prior Single 
Audit of the Commonwealth. These include strengthened controls 
over payment vouchers for medical examiner reports , segregation 
of duties and other improved procedures for purchasing and pay
ment of goods, and proper notification of federal financial assis
tance to subrecipients. 



Initiatives 

Single Audit of the 
Commonwealth 

Single Audit of the Commonwealth 

The following is an update on an ongoing Single Audit initiative. 

• During fiscal year 1999, the OSA will once again be a partner in 
performing the "Single Audit of the Commonwealth," a comprehen
sive annual audit of the Commonwealth as a whole that encom
passes the accounts and activities of all state agencies. This audit 
satisfies the federal and state requirements to audit the Common
wealth of Massachusetts' financial operations, consisting of its ac
counts, programs, activities, funds, and functions, as well as speci
fied compliance issues. 

As a partner in the "Single Audit," the OSA will also provide staff 
resources for the audit of federal programs to determine whether 
the state is in compliance with applicable federal laws, rules, and 
regulations. The OSA will conduct audit procedures that are 
needed to render an opinion on the Commonwealth's Comprehen
sive Annual Financial Report. 

The OSA will also participate substantively in the "Single Audit of 
the MBTA" by testing certain capital and operating expenditures to 
determine the MBTA's compliance with various federal require
ments. In addition, the OSA will also continue to assist housing 
authorities and other entities in meeting their responsibilities un
der the Federal Single Audit Act. 

In addition the the reports listed in the Appendix on page 94, the 
following reports are issued annually in compliance with our state 
and federal laws and regulations: 

- Statutory Basis Financial Report 
- Comprehensive Annual Financial Report 
- Report on Compliance and Internal Control in 

Accordance with Government Auditing Standards 
- Report on the Requirements of OMB Circular A-133 
- Report on the Schedule of Expenditures of Federal 

Awards 
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Information 
Technology Audits 

During the report period, the OSA's IT Au
dit Division issued ten audit reports detailing 
strengths and weaknesses of internal controls 
within computer-related and certain finan
cial-related areas. I~ addition, because ofthe 
changing data processing environment 
throughout the Commonwealth, the IT Audit 
Division has continued to update survey in
formation pertaining to computer-related op
erations. Results from this survey allow this 
Division to schedule audit engagements 
based upon levels of risk to agency data cen
ters or automated systems. 



Audit Results 

Disaster 
Recovery and 
Business 
Continuity 
Planning 

Information Technology Audits 

The primary audit responsibility of the IT Audit Division is to 
conduct internal control examinations of the Commonwealth's auto
mated systems and processing environments. The objective is to 
determine whether sufficient controls are in effect to ensure that 
automated systems can be relied upon and that processing is per
formed in an accurate, complete, and timely manner. 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 
controls and physical security, backup storage of computer media, 
organization and management of IT operations, system access secu
rity, 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 disrup
tions 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 expo
sures and system damage; and to reduce the time required to recover 
from system disruptions or failure . 

• Fall River District Court had not implemented or tested a formal 
business continuity plan to ensure that critical IT processing capa
bilities could be regained within an acceptable period of time in the 
event of a long-term loss to its automated systems. In addition, the 
Court had not designated an alternate processing site for restora
tion of critical systems should a disaster render its primary com
puter room unusable or inaccessible. As a result, the Court's access 
to critical information, such as outstanding warrants and restrain
ing orders, would be seriously hampered should a sustained loss of 
automation occur. The OSA recommended that the Court evaluate 
the criticality of its systems and, based on this assessment, develop 
and implement appropriate recovery and contingency strategies. 
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• Lemuel Shattuck Hospital had not implemented a formal , tested 
business continuity plan for restoring critical and important auto
mated systems in a timely manner. As a result, the Hospital's 
medical and business operations were at risk of disruption in the 
event its automated systems were rendered inoperable . The OSA 
recommended that Hospital management perform a risk analysis, 
especially for software applications, and then develop a formal 
business continuity plan, including an alternate processing site . 

• Marlborough District Court, while implementing certain backup 
procedures, had not developed a formal, tested business continuity 
plan for restoring, in a timely manner, critical and important busi
ness functions , should its automated systems be rendered inoper
able. Without sufficient disaster planning, including an alternate 
processing site, long-term loss of the Court's computer operations 
could hinder access to significant information such as outstanding 
warrants; fee, fine, and penalty collections; trial court dispositions ; 
and restraining orders. The OSA recommended that Court man
agement perform a risk analysis and, based on the results, develop 
an appropriate formal business continuity plan. 

• The Massachusetts College of Art, while providing adequate 
backup storage for data on its automated systems, had not imple
mented or tested a formal business continuity plan for a timely 
post-disaster restoration of critical and important business func
tions. Given the absence of recovery plans, including a designated 
alternate processing site, a significant disaster impacting the 
College's automated systems could'seriously hinder important func
tions, such as the processing of bills, financial aid awards, class 
registrations, and student grades. Based on the results of a risk 
analysis and criticality assessment, the College should develop and 
implement a formal business continuity plan. 

• The Massachusetts Commission for the Deaf and Hard of Hearing 
could not provide evidence of a comprehensive business continuity 
strategy to ensure resumption of mission-critical processing within 
an acceptable time frame should automated systems be rendered 
inoperable. Although some progress had been made, the Commis
sion still needed to identify and prioritize critical automated func
tions, evaluate business and disaster recovery requirements, and 
develop and implement appropriate recovery strategies. 

• The Massachusetts Office on Disability needed to detail its recovery 
strategy in a documented disaster recovery plan in order to ensure 
an adequate level of system availability in the event a disaster 
renders its automated processing inoperable. 



Environmental 
Protection 
Controls and 
Physical Security 

Information Technology Audits 

• The State Ethics Commission had not implemented an office-wide 
business continuity strategy to ensure that mission-critical process
ing could be regained within an acceptable period of time should 
automated processing be rendered inoperable . The OSA recom
mended that the Commission evaluate business continuity and 
disaster recovery requirements and develop appropriate policies, 
plans, and procedures to prevent the loss of important information 
and to provide adequate recovery procedures. The Commission 
should also identify and designate an alternate processing site, 
possibly at another state agency with similar operating systems. 

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 entry to areas 
housing valuable computer-related equipment and information. 

• Fall River District Court did not have a full partition separating its 
computer room from an adjacent office area. As a result, should 
personnel fail to lock the adjacent area, unauthorized access could 
be gained to the computer room. The OSA recommended that either 
a full floor-to-ceiling partition or wire mesh above the existing 
partition be installed. 

• The Massachusetts College of Art needed to improve environmental 
protections for its local area network server facility where, in sum
mer, temperatures reached as high as 100 degrees. Although sys
tems have become more tolerant to temperature variations, signifi
cantly high temperatures increase the risk of operational problems 
and the potential loss of processing availability. 
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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 reports identify areas in which 
inventory controls over computer hardware needed improvement. 

• Marlborough District Court did not have a current, accurate, and 
complete inventory record for computer hardware. Cost figures for 
computer-related equipment were not listed; a computer valued at 
$2,436 was not included on the listing; and there was little evidence 
that an annual physical inventory had been conducted. As a result, 
the Court could not be assured that its computer hardware was 
adequately safeguarded or accurately recorded and reported on 
financial statements. 

• Monson Developmental Center's two computer hardware inventory 
listings, one maintained by the business office and the other by the 
management information systems office , were not completely in 
agreement and needed to be reconciled. In addition, not all com
puter equipment was properly tagged, and the locations of some 
computers needed to be updated. 

Sound management practices and generally accepted industry 
standards for data processing installations advocate that a perpetual 
inventory record be maintained for all software and that sufficient 
policies and procedures be in effect to ensure the integrity of the 
inventory list. In addition, the software inventory record and periodic 
tests should be used to help prevent unnecessary software expendi
ture , unauthorized installation of software, software copyright in
fringements, and loss or theft of software products. Finally, preven
tion of the unauthorized use of software decreases the risk of import
ing viruses, helps to ensure the integrity of data files , and protects 
agencies and individuals from the risk of legal action for copyright 
infringement. 

• Monson Developmental Center did not maintain a formal inventory 
list of software or a record of which items of software were installed 
on each microcomputer. As a result, Center managers could not 
account for all copies of software and were hindered in determining 
whether only authorized software was residing on its systems. The 
OSA recommended that the Center develop and keep current a 
comprehensive software inventory. In addition, designated person
nel should periodically review installed software to ensure the 
presence of only authorized, legal, and properly purchased copies. 



On-Site and Off
Site Media Backup 
and Storage 

Organization and 
Management 
Controls 

Information Technology Audits 

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 destoryed. 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. 

• Marlborough District Court did not provide adequate off-site stor
age for its backup copies of computer media processed through its 
microcomputers . As a result, certain critical or important informa
tion could be lost should on-site copies be unavailable or destroyed. 

• The Massachusetts Office of Disability's security over backup cop
ies of computer media stored off site was inadequate because the 
copies were being stored at employees' homes. The safeguarding of 
these backup copies would be better assured at a designated off-site 
facility. In addition, the storage system in use at the time of the 
audit unfairly placed certain employees in a position of potential 
liability should backup data be lost or stolen or should confidential 
data be disclosed. 

• The State Ethics Commission had not implemented off-site storage 
of computer media to support disaster recovery. As a result, the 
Commission was at risk of losing important information or incur
ring substantial costs in reconstructing data files should on-site 
copies be unavailable or destroyed. 

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

• Monson Developmental Center needed to improve the monitoring of 
its data processing activities, including planning, reviewing, and 
reporting procedures. The OSA recommended the formation of a 
formal IT executive steering committee in order to strengthen ac
countability and to help ensure an effective and efficient use of the 
Center's computer resources. The Center responded by establish
ing an Information Technology Steering Committee with responsi
bility for the oversight, review, and approval oflT-related activities 
at the facility . 
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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 ac
cess. Access to automated systems should be granted on a need-to
know or -perform basis. Written 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 . 

• Monson Developmental Center did not have a formal process in 
place for documenting in-house program changes. As a result, most 
program changes were being performed on an informal basis, and 
program change requests and their final disposition were not sys
tematically documented. Without proper program change controls, 
the Center was at risk of unauthorized or incorrect changes being 
made to programs. The OSA recommended the enhancement of 
program change control procedures to require documentation of the 
nature of and justification for requested changes and to provide for 
a complete, written audit trail and history of changes. 

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 Fall River District Court did not have a specific year 2000 
project plan in place. In addition, during the audit period, the 
Court was performing mission-critical operations using computer 
hardware and software that could not be modified to attain year 
2000 compliance. As a result, the Court was at risk that automated 
systems on which it relies for important business functions would 
malfunction in the year 2000, with a devastating impact on its 
operations. The OSA also noted that the lead-time required for 
replacement of the Court's computer system was running out and 
recommended that the installation of year 2000 compliant systems 
be accomplished as soon as possible. 



Information Technology Audits 

Financial-Related Issues 

Inadequate 
Accounting and 
Administrative 
Controls 

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

• Marlborough District Court needed to improve certain procedures 
used to account for the receipt and disbursement of cash bail. Audit 
tests indicated that although bail disbursements had been correctly 
recorded in the Court's cash journal, certain disbursements had not 
been recorded on its detail account trial balance, and certain recon
ciliations, required by Trial Court accounting procedures, had not 
been performed. As a result, the balance in the detail account trial 
balance, as of June 30, 1997, exceeded the balance recorded in the 
cash journal by $6,310. 

• The Massachusetts College of Art still did not have sufficient con
trols over long-distance telephone expenditures. The College did 
not maintain telephone logs to distinguish between personal and 
business-related calls and to help ensure that employees make 
reimbursements for private calls. As a result, the College may have 
incurred telephone expenses that were unnecesssary. 

• The Massachusetts Commission for the Deaf and Hard of Hearing 
did not perform required annual evaluations of Independent Living 
Services contracts for the two fiscal years ending June 1997. With
out formal evaluations, the Commission could not be assured that 
the $850,000 reimbursed under these contracts was properly ex
pended or that services provided were adequate. Further, the 
evaluation process is important as a tool for identifying weaknesses 
or deficiencies, the correction of which could help to improve the 
quality and delivery of services. 

• The Massachusetts Commission for the Deaf and Hard of Hearing 
needed to improve controls over collections. An examination of 
outstanding accounts receivable balances as of June 30, 1996 dis
closed that while 124 accounts receivable balances totaling $5,400 
were current, balances totaling $1,391 had been outstanding more 
than three years. Furthermore, a review of 20 incoming checks 
disclosed that 10 checks were not stamped with the date of receipt 
and were not deposited on a daily basis as required. The OSA 
recommended a more aggressive collection policy, including the 
appropriate writing off of balances determined to be uncollectible. 
In addition, all receipts should be deposited daily in order to safe
guard the funds and maximize income. 
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All state entities and private entities that receive public funding 
for the purchase of equipment are required to keep complete invento
ries 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. 

• Marlborough District Court CQuld not provide reasonable assurance 
that it had conducted a physical inventory or that its inventory 
records for furniture and equipment were current, accurate, and 
complete. As a result, the Court was hindered in its ability to 
monitor its fixed assets and to detect lost or stolen items. In 
addition, the Court lacked assurance that its property and equip
ment were properly recorded on its books of account or accurately 
reported on financial statements. 

• The Massachusetts College of Art did not have sufficient controls in 
effect to ensure that information regarding fixed assets deemed to 
be lost or stolen would be reported to the State Auditor as required 

. under Chapter 647 ofthe Acts of 1989 or that these items would be 
removed from inventory records. Specifically, the College had not 
reported to the OSA ten missing fixed-asset items, with a total 
value of $9,890. In addition, eight of the ten items remained on the 
inventory listing, overstating the College's fixed assets by $7,733. 
Failure to report missing property could impede recovery of prop
erty items and delay implementation of steps to prevent the recur
rence of fixed-asset losses. 

• The Massachusetts Commission for the Deaf and Hard of Hearing 
did not maintain a current, accurate, and complete inventory. 
There was little evidence that a physical inventory had been per
formed and then reconciled with inventory records, and 74 of 144 
fixed-asset items tested could not be located. In addition, 62 fixed
asset items were not tagged and 2 items not currently in use were 
found in storage but had not been properly disposed of or declared 
surplus. As a result, the Commission could not be assured that its 
property and equipment were adequately protected from loss, theft, 
and misuse. 



Information Technology Audits 

Special Audit Section 

Statewide Year 
2000 Assessment 

The IT Audit Division completed a statewide survey, including 
selected site interviews, to determine the extent of awareness by 
agency administrators of the year 2000 computer date issue, as well 
as agency preparedness for addressing this challenge. The year 2000 
issue derives from the fact that, to conserve electronic data storage 
space, practically all computer systems have used two digits to repre
sent the year. A problem arises when dates beyond 1999 are used, 
because the computer system cannot distinguish between 1900 and 
2000, representing both as "00." As a result, if not modified, computer 
systems may generate incorrect results beyond the year 1999 and, in 
fact , have begun to do so where dates affect calculations that project 
into the next century. Due to the tremendous reliance placed on 
automated systems to support functions in government, the failure to 
process correctly could have a devastating impact on all aspects of 

. public services and government business operations. The results of 
the OSA survey regarding the nature and degree of assessment, plan
ning, and remedial action efforts to address the year 2000 problem are 
summarized below . 

• The Commonwealth was not adequately positioned to ensure that 
all mission-critical and important automated systems and support
ing technology would be year 2000 compliant by December 31, 
1999. Of the 282 respondents to the OSA survey, only 111 had 
begun their year 2000 assessments and even fewer had initiated 
efforts to ensure that their systems would achieve year 2000 com
pliance without disruption to state business. Further, only 14 of 
the responding agencies had written, approved year 2000 project 
plans, and 77 indicated that assistance would be required in order 
to develop such a plan. Unless the Commonwealth devotes more 
effort and resources to assessment, corrective action, and the devel
opment of viable contingency plans, the public will be seriously 
adversely affected when automated systems fail to operate as in
tended. 

• Except for a limited number of entities, there did not seem to be an 
adequate understanding that the impact of the year 2000 issue 
must be evaluated for the entire IT environment, including all 
automated systems and technology-supported operations. Where 
assessments had been performed, the process had been focused 
almost entirely on business application systems, with little atten
tion to other technology. As a result, a lack of sufficient, detailed 
information regarding what and how technology may be impacted 
has hindered many Commonwealth entities from formulating ap
propriate corrective action plans and estimating the total cost. 
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• Although the survey raises serious concerns as to whether mission
critical and important systems and technology will be ready for 
year 2000, there were some positive efforts underway. For ex
ample, the Office of the State Comptroller had taken steps to ensure 
year 2000 compliance for the state's primary accounting informa
tion system. Even further along, the Department of Revenue had 
attained year 2000 compliance for some of its systems and was also 
leading efforts to encourage year 2000 awareness among other 
agencies. Among other agencies that had achieved compliance or 
seemed close to this goal were the Registry of Motor Vehicles , the 
Department of Correction, the Office of Child Care Services, the 
Division of Occupational Safety, the Operational Services Division, 
and the Department of Mental Retardation. 

• The report includes a comprehensive set of recommendations in the 
areas of awareness, assessment, planning, accountability, system 
modification, testing, legal issues, and other internal controls . 
These recommendations are found in the survey results section of 
the report and are also listed in appendix 3, under subheadings to 
assist the reader in cross-referencing to the text. 



Information Technology Audits 

Prior Audit Results: Corrective Actions 

The 
Massachusetts 
Office on Disability 

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

• The Office has strengthened controls over IT operations by docu
menting its system access security policies and procedures, by con
ducting a successful emergency shutdown of its computer system, 
by improving physical security and environmental protection con
trols, and by properly recording and reporting its hardware and 
software fixed assets. 
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The following are ongoing initiatives of the IT Audit Division . 

• The IT Audit Division is conducting a follow-up survey based on the 
results of its report of February 1998 (detailed in the current Semi
Annual Report) on the status of the Commonwealth's preparedness 
for addressing the year 2000 computer date issue. In addition to an 
overall assessment of the progress being made by agencies to 
achieve an acceptable level of year 2000 compliance, the follow-up 
work will target agencies that the prior report disclosed as not 
adequately aware of the scope of the year 2000 problem or how to 
address it . 

• The IT Audit Division is continuing the process of implementing 
COBIT standards for IT audit. These standards, developed by the 
Information Systems Audit and Control Foundation and aimed at 
strengthening IT controls and monitoring activities, are being in
corporated into OSA audit work programs and questionnaires. 
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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 au
thorities, including the Office of the Attorney 
General and the District Attorney's Offices. 
In addition, the OSA responds to specific re
quests, including requests pursuant to the In
ternal Control Statute, to assess the control 
environment and confirm the amount of funds 
missing at agencies. Enforcement activities 
during this report period, including agree
ments for restitutions of funds , are detailed 
below. 



Enforcement Assurance 

Investigations Pursuant to the Internal Control Statute 

Behavioral Health 
Network, Inc. 

• Pursuant to the requirements of Chapter 647 of the Acts of 1989, 
officials at the Western Massachusetts Department of Mental 
Health Area Office reported to the OSA the possible misappropria
tion of funds belonging to four elderly mentally handicapped cli
ents. The OSA identified significantinternal control weaknesses 
that increased the vulnerability of client funds to theft and misuse 
at Behavioral Health Network, Inc. 

The OSA review disclosed that a lack of segregation of duties 
wherein one individual was responsible for client shopping services 
as well as check writing, bank account reconciliations , and pur
chase records created an environment vulnerable to abuse. The 
audit identified $24,546 in highly questionable expenditures from 
clients' funds, including more than $12,000 for items not found in 
the clients' residences and of no use or interest to them. These 
items included children's clothing, toys, and pet care items, as well 
as fans and an air conditioner not found at applicable clients' 
residences . With respect to the balance of the missing funds , 
documentation of expenditures was inadequate to support pur
chases and, in some cases, store receipts had been altered. 

The OSA recommended several steps for strengthening account
ability for client funds at Behavioral Health Network, Inc., includ
ing separation of duties so that the work of one employee serves as a 
check on another, maintenance of detailed supporting documenta
tion for all expenditures, and stronger monitoring by DMH of client 
fund management. The OSA also recommended a referral to the 
appropriate law enforcement authority. This has been done, and a 
separate criminal investigation was ongoing at the close of the 
audit period. 
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• Pursuant to the requirements of Chapter 647 of the Acts of 1989, 
school officials notified the OSA of a theft of $200 from athletic 
department petty cash funds. The OSA identified several internal 
control deficiencies regarding access to and use of petty cash funds 
and made recommendations to correct the conditions found. 

Although the cabinet in the College's Athletic Director's office from 
which the $200 was stolen was kept locked, both the office door and 
the desk drawer where the cabinet key was kept were often un
locked. Police responding to the reported theft did not find signs of 
forced entry. OSA recommendations therefore focused on restrict
ing access to petty cash funds and improving security over their 
maintenance. The College took immediate corrective action by 
moving its Athletic Department's petty cash to a safe in a locked 
storage room. Access to this safe and knowledge of its combination 
are strictly limited. 



Enforcement Assurance 

Repayments and Restitutions 

Center for 
Humanistic 
Change 

Smith Vocational 
and Agricultural 
High School 

• As a result of information originally referred to the Office of the 
Attorney General and the U.S . Attorney's Office by the OSA, an 
investigation was undertaken that uncovered a complex scheme for 
defrauding service providers , the Commonwealth, and the federal 
government. Five individuals, who used a system of "straw" compa
nies to inflate prices, bill fees for services never rendered, and 
accept kickbacks from contractors, pled guilty to conspiracy and 
mail fraud charges . An earlier Enforcement Assurance update 
noted that one individual had been sentenced to 30 months in 
prison and ordered to pay $500,000 in restitution. During this 
report period, a second defendant was ordered to repay $881,000, of 
which $95,000 was paid at sentencing, and to serve 18 months in 
prison, and a third defendant was sentenced to a year of home 
confinement and ordered to repay $520,000 . 

• The OSA provided technical assistance to the Hampshire County 
District Attorney's Office in a case of potential misbilling for ex
penses at the High School. In the resulting court case, a math 
teacher admitted to sufficient facts on a charge of making a false 
claim to a government agency and agreed to pay the school $1000 
as restitution. 
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Division of Local 
Mandates 

The Division of Local Mandates (DLM) was 
established by Proposition 2 Y:? to determine 
the financial impact on cities and towns of 
proposed or existing state laws and regula
tions. Chapter 29, Section 27C, MGLs, gener
ally provides that any post-1980 law or regu
lation imposing service or cost obligations on 
cities, towns, regional school districts, or edu
cational collaboratives shall be effective only 
iflocally accepted or fully funded by the Com
monwealth. Any protected party aggrieved 
by such a law or regulation may petition Su
perior Court to be exempted from compliance 
until the necessary state funding is provided. 
DLM's determination ofthe cost imposed may 
be offered as prima facie evidence of the state 
funding necessary to sustain the mandate. 

DLM maintains a Legislative Review Pro
gram to analyze pending legislation on man
date-related issues. To ensure that the local 
cost impact of legislation is considered by the 



Division of Local Mandates 

General Court, DLM reviews thousands of 
bills, prepares preliminary cost studies, and 
contacts members of the Legislature to make 
them aware of the Auditor's concerns. In ad
dition, DLM responds to requests from indi
vidual legislators, legislative committees, 
municipalities, and governmental associa
tions . 

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

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

950 CMR 50.5 

84 

Decertification of Punch Card Voting Equipment 

The Town of Arlington's Board of Selectmen petitioned DLM for an 
opinion as to whether the Local Mandate Law applies to the 
decertification of the use of punch card voting equipment by the 
Secretary ofthe Commonwealth. Due to this decertification, a num
ber of communities, including the Town of Arlington, must implement 
one of the remaining approved methods of conducting elections, most 
commonly electronic scanning devices or the manual paper ballot 
system. The Town of Arlington supplied financial data indicating 
that even though using electronic scanning devices would require an 
initial capital expense, it would be less costly over time than the labor 
intensive paper ballot system. This less expensive option was esti
mated to require an immediate financial obligation exceeding 
$130,000. However, DLM's opinion was that G. L. c.29, s.27C would 
not apply in this case because the Local Mandate Law does not apply 
to pre-1981 state requirements, such as the local obligation to conduct 
elections with equipment approved by the Secretary. 

Nonetheless, Auditor DeNucci concluded that the preferred rem
edy would be a more appropriate level of state financial assistance in 
the purchase of electronic scanning devices, notwithstanding the 
technicalities of the Local Mandate Law. The Legislature had previ
ously established a $2 million loan program to replace punch card 
equipment and assist municipalities in mitigating the immediate 
financial impact. Interest rates for these loans were set from 4% to 
6%, depending upon the length of the repayment schedule. Auditor 
DeNucci subsequently sent a written request to the Senate and House 
Chairs of the Joint Committee on Election Laws asking that the loan 
program be amended to eliminate interest charges, thus furthering 
the compelling state interest in the integrity and efficiency of the 
electoral process. Such action also would enhance local participation 
in the program and provide greater incentive for communities to 
choose the more efficient scanner technology over the paper ballot 
system. 



Chapter 47 
of the Acts 
of1997 

/ 

Division of Local Mandates 

Uncompensated Care Surcharge 

The municipalities of Tewksbury, Dracut, Orange, and Duxbury 
requested that DLM review whether the Local Mandate Law applies 
to payments to the Uncompensated Care Pool (UCP) required by 
Chapter 47 of the Acts of 1997. The apparent intent ofthis initiative 
is to establish a more equitable, broad-based source of revenue to fund 
health services for uninsured and underinsured persons. In relevant 
part, Chapter 47 requires "surcharge payers" (generally, private in
surers and third party administrators for self-insured entities) to 
make periodic payments to the State Division of Health Care Finance 
and Policy (DHCFP) . In turn, surcharge payers are passing these 
costs on to their clients, including cities and towns that provide health 
insurance benefits for their employees. While understanding their 
concern regarding the surcharge, DLM informed the petitioners that 
the Supreme Judicial Court has ruled that the Local Mandate Law 
does not apply where a mandate impacts all employers providing 
health insurance and is not directed specifically at cities and towns. 
Accordingly, it was DLM's opinion that the Local Mandate Law does 
not apply to the UCP surcharge. 

In addition, the Uncompensated Care Pool assessment has been a 
component of hospital rate structures since it was established in 1985. 
As such, employers providing health benefits (including municipali
ties) have indirectly paid for these assessments either through health 
insurance premiums or when paying hospital bills based on claims. 
Effective in 1998, Chapter 47 reduced the collective UCP assessment 
obligations of acute care hospitals and ambulatory centers by $100 
million. It also mandated that insurers collectively make a corre
sponding $100 million direct payment to the UCP. This revenue is 
raised through a surcharge on hospital billings estimated by DHCFP 
to yield $100 million in annual UCP revenue. 

According to DHCFP, the intent of Chapter 47 was for the affected 
hospitals to collectively eliminate $100 million from their rates to 
reflect the $100 million reduction in their UCP obligations. As a 
result, these changes would be revenue-neutral. According to this 
statement of intent, the municipal share of UCP revenue should be 
unchanged between 1997 and 1998 when direct and indirect payments 
are taken into account. 

Because of concerns expressed by the petitioners and others , the 
OSA will conduct an audit of DHCFP's oversight of the new UCP 
assessment and collection process. The planned audit is important in 
ensuring compliance with the intent of the law . 
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Bathing Beach 
Water Quality 
Testing Proposed 
Amendments 

Medical and 
Fitness Standards 
for Police Officers 
and Firefighters 
Draft Regulations 
Pursuant to G. L. 
c.32,s.22D 
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In response to concerns expressed by the City of North Adams's 
Director of Health and others, DLM reviewed the applicability ofG. L. 
c. 29, s . 27C to proposed amendments to Department of Public Health 
(DPH) regulations 105 CMR 445.000, "Minimum Standards for Bath
ing Beaches" (State Sanitary Code, Chapter VII). Municipal health 
officials informed DLM that the proposed regulations, if promulgated, 
would impose new compliance costs on cities and towns, specifically in 
the areas of additional bathing beach water quality testing and other 
associated expenses. 

As a result, DLM wrote to the DPH Division of Community Sanita
tion requesting estimated municipal fiscal impact data , public hear
ing testimony, and other relevant information associated with the 
draft regulations. 

DPH provided limited local cost estimates in response to DLM's 
request. More importantly, DPH informed DLM that it has decided to 
postpone the promulgation of the new regulations. Instead, DPH has 
opted to form a committee, including other environmental agencies, to 
further review and possibly amend the bathing beach water testing 
frequency requirements and other related standards. Another public 
hearing may be required following any new draft changes to 105 CMR 
445.000. 

The Division of Local Mandates reviewed state mandate-related 
issues raised by Senator Richard T. Moore regarding regulations 
under development by the Human Resources Division pursuant to G. 
L. c. 32, s. 22D. These regulations were expected to require medical 
and fitness standards for police officers and firefighters that would 
increase costs to communities that accepted certain provisions of the 
1987 Pension Reform Act. DLM's opinion was that the Mandate Law 
did not apply in this case. 

Since G. L. c. 32, s. 22D is subject to local option, compliance costs 
are not imposed by the state even though the vote to accept G. L. c. 32~ 
s. 22D is a vote of the retirement system, not member cities and 
towns. 

DLM informed Senator Moore that, to the extent that such regula
tions do require additional local expenditures, the Legislature may 
wish to consider providing financial assistance. Auditor DeNucci 
stated that he would support such an effort, particularly to he.lp 
smaller communities, which have much less budgetary flexibility to 
deal with increased costs. 



Update on the 
HUD-DHCD 
Community 
Development 
Grant Issue 

Division of Local Mandates 

As reported in the OSA January-June 1997 Semi-Annual Report, 
DLM informed the Department of Housing and Community Develop
ment (DHCD) of an issue brought to the attention of the Office of the 
State Auditor by a state legislator on behalf of a concerned constitu
ent. The legislator asked DLM to investigate an incident involving a 
U .S. Department of Housing and Urban Development (HUD) grant 
that allows towns to award 50% matching grants for improvements to 
business premises. As stipulated in the grant agreement, the owner 
of a participating business would receive grant funds upon satisfac
tory completion of improvement work and confirmation by the town 
Community Development Office that all vendors working on the 
project had been paid in full. 

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

Pursuant to the grant contract between DHCD and the town, as 
well as federal and state grant administration requirements, DLM 
found that it is the town's responsibility to ensure that claims for 
payment of grant funds are properly substantiated and documented 
in detail. DLM referred this matter to DHCD, since it is the state 
agency authorized to audit the receipt and disbursement of program 
funds under HUD grants. In following up on this issue, town officials 
provided DLM with a copy of a letter they sent to the grantee request
ing that it furnish the town with documentation of payment of the 
disputed amount. The town also informed the grant recipient that if 
payment was not made, it would pursue court action to recover the 
amount owed the vendor. 

In April 1998, DHCD informed the Town of Northbridge that new 
community development grant funds totaling $600,000 would be 
withheld until the vendor in question was paid. In response , the 
Board of Selectmen voted to pay the vendor the $10,299 he was owed, 
and asked Town Counsel to recoup that sum from the business that 
was originally awarded the commercial rehabilitation grant. 

87 



Legislative Agenda 

88 

Office of the State 
Auditor Legislative 
Agenda 

This section contains a summary ofinitia
tives developed and filed by the OSA for the 
1997 legislative session. Also included is a 
summary of a new law that was part of the 
OSA's 1997/1998 legislative package. OSA 
bills either directly affect the OSA or address 
significant audit results and therefore 
complement audit recommendations by sug
gesting systemic improvements. 



Legislative Agenda 

Enacted Legislation 

Chapter 158 An Act Relative to the Notification Procedures Regarding 
Privatization Contracts 

This law clarifies that the review period within which the State 
Auditor is required to make a privatization determination under 
Section 54 of Chapter 7, MGLs, is "thirty business days." The law also 
authorizes the State Auditor to make one extension of up to thirty 
business days in the review period. The intent of this law is to ensure 
that the OSA has sufficient time to review all necessary supporting 
documentation submitted with privatization proposals before deter
mining whether the process followed by the submitting agency meets 
the requirements of the Privatization Statute. Additionally, the pro
vision of a process to reasonably extend the privatization review 
period allows agencies to submit any necessary missing information 
before the review period expires. 
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Pending Legislation 

House 8 
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An Act Clarifying the Scope of the Local Mandate Law 

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

Certain court decisions over the past few years have both narrowed 
the scope of the Local Mandate Law's protection and created confu
sion. 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 main
tain any new or existing local activity, to undertake a service previ
ously performed by the Commonwealth or a county, or to initiate or 
expand a contracted service. 

The bill also contains provisions that would allow for the reim
bursement 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 of local impact for adequacy. This bill would establish a 
more useful standard for responding to local mandate issues and 
would enhance state agencies' awarenes of the fiscal impact that 
regulations can have on local budgets. 

House 8 received a favorable report from the Committee on State 
Administration and, at the close of the report period, was pending 
before the House Committee on Ways and Means. 



House 9 

House 10 

Legis/ative Agenda 

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

This legislation would provide for uniform standards and overall 
coordination in the audit of federal aid funds. Under this bill, the 
OSA would receive notice from state agencies of federal 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 com
pleted 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 duplica
tion and expenses are reduced. 

House 9 received a favorable report from the Committee on State 
Administration and, at the close of the report period, was 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 was accompanied by a study order, House 5924. 
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Private 
Occupational 
Schools: Financial 
Evaluations 

Chapters 75C, 75D, and 93 of the Massa
chusetts General Laws require the Office of 
the State Auditor and the Department of 
Education to annually evaluate the finan
cial and academic qualifications, respec
tively, of applicants for licensure or registra
tion as private business, trade, or correspon
dence schools. Schools conducted by employ
ers to train their own employees, and schools 
or colleges, chartered or otherwise autho
rized 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 quali
fied to operate in Massachusetts. 

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



Private Occupational Schools 

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 protec
tion is intended to cover potential tuition re
funds to students resulting from fraud, decep
tive student recruitment practices, or a 
breach of contract by the school. 

At the close of fiscal year 1998, there were 
152 active private occupational schools finan
cially certified for Massachusetts licensure or 
registration. During the six-month period 
ended June 30, 1998, the OSA performed 69 
financial evaluations. Three schools repre
sented first -time applicants, 66 reviews cov
ered renewal applications, and 4 previously 
approved schools were reclassified as inac
tive. 

Programs of study offered by private occu
pational schools include appliance repair, 
bartending, broadcasting, business adminis
tration, computer skills, commercial art, fash
ion design, floral design, holistic health care, 
home health aide/certified nurses assistant 
training, HV AClindustrial technology, mas
sage therapy, modeling, photography, plumb
ing, secretarial skills, sign painting, tractor 
trailer training, travel agent training, and 
ultrasound technology. 
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Audit Reports Issued 

Education Audits 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

AUDIT 

Bridgewater State College 

- Federal Student Financial 

Assistance Programs 

Holyoke Community College 

- Federal Student Financial 

Assistance Programs 

Massachusetts College of Art: 

Financial-Related and Information 

Technology Controls 

Mount Wachusett Community College 

- Federal Student Financial 

Assistance Programs 

Quinsigamond Community College 

- Federal Student Financial 

Assistance Programs 

Roxbury Community College 

- Federal Student Financial 

Assistance Programs 

Salem State College 

- Federal Student Financial 

Assistance Programs 

School Building Assistance Program 

at the Department of Education * 
University of Massachusetts System * 

AUDIT 
NUMBER 

98-0177-7 

98-0195-2 

98-0181-4C 

98-0200-7 

98-0203-7 

98-0204-2 

98-0184-2 

97-0157-3 

96-5213-3 

* These audits cover multiple entities, programs, functions or activities. 

ISSUE 
DATE 

02/27/98 

02/27/98 

06/16/98 

02/27/98 

02/27/98 

03/31/98 

05/29/98 

05/28/98 

02/27/98 
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Human Services Audits 

AUDIT 

1. Behavioral Health Network, Inc. 

2. Boston Community Services, Inc. 

3. Cooperative for Human Services, Inc. 

4. Division of Medical Assistance 

- Benefit Coordination and 

Recovery Section's Third Party 

Liability Unit * 
5. John B. DeValles School After-School 

. Day Care Program, Inc. 

6. Lemuel Shattuck Hospital: 

Financial Related and Information 

Technology Controls 

7. Lifeworks, Inc. 

8 . Massachusetts Commission for the 

Deaf and Hard of Hearing: 

Financial-Related and Information 

Technology Controls 

9. Massachusetts Office on Disability: 

Financial Related and 

Information Technology Controls 

10. Massachusetts Rehabilitation Commission 

11. Monson Developmental Center: 

Financial-Related and Information 

Technology Controls 

12. Vietnam Veterans Workshop, Inc. 

d/b/a New England Shelter for 

Homeless Veterans 

13. Vinfen Corporation 

Audit Reports Issued 

AUDIT 
NUMBER 

97-2020-2 

97-4371-3 

97-4370-3 

98-5013-2 

98-4381-3 

97-0300-4C 

97-4267-3 

97-0302-4C 

97-1308-4C 

98-5009-2 

98-0262-4C 

97-4365-7 

96-4050-3 

ISSUE 
DATE 

03/31198 

02110/98 

06/30/98 

03/26/98 

02/27/98 

06/19/98 

02127/98 

06/11/98 

02/12198 

OS/27/98 

06/01/98 

01130/98 

02110/98 

* This audit covered multiple entities, programs, functions or activities_ 
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Audit Reports Issued 

Independent and Housing Authority Audits 

AUDIT 

L Athol Housing Authority 

2. Beverly Housing Authority 

3. Brewster Housing Authority 

4. Brockton Area Transit Authority 

5. Brockton Housing Authority 

6. Brookfield Housing Authority 

7. Carver Housing Authority 

8. Dennis Housing Authority 

9. Dighton Housing Authority 

10. Dudley Housing Authority 

11. East Longmeadow Housing Authority 

12. Gloucester Housing Authority 

13. Grafton Housing Authority 

14. Great Barrington Housing Authority 

15. Greater Lawrence Sanitary District 

16. Hadley Housing Authority 

17. Hamilton Housing Authority 

18. Hull Housing Authority 

19. Lenox Housing Authority 

20. Lexington Housing Authority 

21. Littleton Housing Authority 

22. Ludlow Housing Authority 

23. Lynnfield Housing Authority 

24. Maloney Properties, Inc. 

25. Mashpee Housing Authority 

26. Massachusetts Educational Financing 

Authority 

27. Massachusetts Water Resources 

Authority-Design & 

Construction of Inter-Island Tunnel 

from Nut Island to Deer Island 

28. Mattapoisett Housing Authority 

29. Medway Housing Authority 

30. Millbury Housing Authority 

31. Monson Housing Authority 

32. Montague Housing Authority 

33. North Adams Housing Authority 

34. North Brookfield Housing Authority 

35. Orange Housing Authority 

AUDIT 
NUMBER 

98-0602-3 

98-0612-3 

98-0659-3 

98-0881-3 

98-0621-3 

98-1075-3 

98-1285-3 

97-0642-3 

98-0643-3 

98-0970-3 

98-0647-3 

98-0665-3 

98-0666-3 

98-0668-3 

98-0582-2 

98-0670-3 

98-0671-3 

98-0683-3 

98-0692-3 

98-0694-3 

98-0833-3 

98-0697-3 

98-0860-3 

97-6815-9 

98-0707-3 

97-1301-3 

97-4053-3 

97-0709-3 

98-0714-3 

98-0724-3 

98-0726-3 

98-0727-3 

98-0738-3 

98-0901-3 

98-0749-3 

ISSUE 
DATE 

03/06/98 

OS/29/98 

01/29/98 

06/30/98 

03/30/98 

06/23/98 

OS/28/98 

01112/98 

01129/98 

02/27/98 

OS/22/98 

OS/29/98 

06/23/98 

03/30/98 

OS/28/98 

04129/98 

04129/98 

04130/98 

04/29/98 

03/06/98 

06/23/98 

04129/98 

01/29/98 

06/30/98 

OS/28/98 

03/26/98 

05/04198 

01112/98 

02/27/98 

02/27/98 

03/24198 

06/19/98 

.03/30/98 

OS/26/98 

01/30/98 
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AUDIT 

36. Palmer Housing Authority 
37. Peabody Housing Authority 

38. Rowley Housing Authority 

39. Stockbridge Housing Authority 

40. Swampscott Housing Authority 

4l. Templeton Housing Authority 

42. Wenham Housing Authority 

43. West Boylston Housing Authority 

44. West Brookfield Housing Authority 
45. Weymouth Housing Authority 

46. Wilbraham Housing Authority 

47. Williamstown Housing Authority 
48. Winthrop Housing Authority 
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Audit Reports Issued 

AUDIT 
NUMBER 

98-0752-3 

98-0754-3 

98-0768-3 

98-0415-3 

98-0792-3 

98-0872-3 

98-0832-3 

98-1278-3 

98-1294-3 

98-0815-3 

98-0818-3 

98-0998-3 

98-0822-3 

ISSUE 
DATE 

04129/98 

01/29/98 

04129/98 

04/29/98 

04129/98 

04/30/98 

06/19/98 

03/06/98 

OS/26/98 

06/30/98 

04130/98 

03/24/98 

01/30/98 



Audit Reports Issued 

Federally Mandated Audits of State-Administered 
Federal and State Programs 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

2I. 

22. 

23. 

24. 

25. 

26. 

27. 

28. 

29. 

30. 

3I. 

AUDIT 

Acton Housing Authority 

Auburn Housing Authority 

Barnstable Housing Authority 

Bellingham Housing Authority 

Bellingham Housing Authority 

Bourne Housing Authority 

Braintree Housing Authority 

Brockton Redevelopment Authority 

Brookline Housing Authority 

Burlington Housing Authority 

Chelsea Housing Authority 

Easton Housing Authority 

Fall River Housing Authority 

Fitchburg Housing Authority 

Framingham Housing Authority 

Greenfield Housing Authority 

Haverhill Housing Authority 

Ipswich Housing Authority 

Leominster Housing Authority 

Maynard Housing Authority 

Memorial Parish House Limited Partnership 

Milton Housing Authority 
New Bedford Housing Authority 

Newton Housing Authority 

Pembroke Housing Authority 

Springfield Housing Associates, Inc. 

Springfield Housing Authority 

Warren Housing Authority 

West Springfield Housing Authority 

Winchendon Housing Authority 

Winchester Housing Authority 

AUDIT 
NUMBER 

98-3039-8 

97-3028-8 

98-3035-8 

98-3028-8 

97-3078-8 

98-3024-8 

98-3053-8 

98-3052-8 

98-3040-8 

98-3019-8 

98-3020-8 

98-3057-8 

98-3027-8 

97-3081-8 

98-3029-8 

97-3077-8 

98-3065-8 

97-3080-8 

98-3018-8 

98-3026-8 

98-3049-1 

98-3001-8 

98-3025-8 

98-3030-8 

98-3002-8 

98-3038-1 

98-3022-8 

97-3079-8 

98-3074-8 

97-3076-8 

98-3003-8 

ISSUE 
DATE 

03/25/98 

02/27/98 

03/27/98 

03/27/98 

03/27/98 

· 02/27/98 

04128/98 

04/28/98 

03/31/98 

03/25/98 

03/25/98 

03/31198 

03/31198 

04128/98 

03/25/98 

02/27/98 

03/31198 

02/27/98 

01130/98 

01129/98 

03/31/98 

01130198 

03/27/98 

03/25/98 

06/30/98 

03/3 1198 

03/3 1/98 

01129/98 

03/25/98 

01130/98 

06/30/98 
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Judiciary/Law Enforcement Audits 

AUDIT 

1. Cape & Islands District Attorney's Office 

2. Essex Probate & Family Court 

3. Fall River District Court: 

Financial - Related and Information 

Technology Controls 

4. Marlborough District Court: 

Financial-Related and Information 

Technology Controls 

5. Middlesex Probate & Family Court 

6. Suffolk County Probate & Family Court 

7. Technical Assistance Provided to 

Northwestern District 

Attorney's Office 

8. Technical Assistance Provided to 

Northwestern District 

Attorney's Office 

9. Technical Assistance Provided to 

Northwestern District 

Attorney's Office 

10. Trial Court's Administration of Juvenile 

Court Facilities Rental Accounts * 
II. Trial Court's Administration of the 

Court Facilities Rental Accounts * 
12. Winchendon DistrictCou~t 
13. Wrentham District Court 

Audit Reports Issued 

AUDIT 
NUMBER 

98-1263-3 

97-1345-2 

98-1193-4C 

97-1144-4C 

97-1222-2 

97-1221-2 

96-6009-9 

98-6003-9 

98-6004-9 

97-5052-3 

97-5105-2 

98-1182-2 

98-1162-2 

ISSUE 
DATE 

06/19/98 

04/30/98 

05/08/98 

06/11/98 

04/30/98 

04/30/98 

04/06/98 

01/20/98 

06/03/98 

02/27/98 

02/27/98 

OS/22/98 

02/27/98 

* These audits cover multiple entities, programs, functions or activities. 

100 



Audit Reports Issued 

Other Audits 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

AUDIT 

Abolition of Middlesex County and the 

Transfer of its Functions, 

Assets, and Liabilities to the 

Commonwealth of Massachusetts * 
Agency Compliance with Comptroller's 

Policies, Mass. General 

Laws, and State Fund Payment 

Requirements for Selected 

Billing & Receivable Transactions * 
Agency Compliance with State 

Comptroller's Year-End Closing 

Instructions for Encumbrance and 

Advance Fund Management 

-Fiscal Year 1997 * 
Department of Housing & Community 

Development-Purchase of 

Service System for Federal Rental 

. Assistance Programs * 
Division of Capital Planning and 

Operations: 

Financial-Related and 

Information Technology Controls 

Job Training Partnership Act 

- Department of Labor & Workforce 

Development 

Massachusetts Preparedness to Meet 

the Year 2000 Computer 

Date Issue * 
Operational Services Division 

State Ethics Commission: 

Financial-Related and Information 

Technology Controls 

U. S. Fish and Wildlife Service 

Grants to Massachusetts Division 

of Fisheries and Wildlife 

AUDIT 
NUMBER 

98-5059-3 

98-5007-2 

97-5001-2 

98-5058-7 

96-0025-41 

98-5008-2 

97-7055-4W 

97-1414-2 

98-1053-4C 

97-3054-2 

* These audits cover multiple entities, programs, functions or activities_ 

ISSUE 
DATE 

06/16/98 

OS/27/98 

04/30/98 

OS/27/98 

06/18/98 

OS/27/98 

02/03/98 

06/22/98 

04/07/98 

04/28/98 

In addition, refer to page 63 for information regarding the other annual reports 
issued in accordance with the "Single Audit of the Commonwealth." 
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