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His Excellency A. Paul Cellucci, Governor 
Honorable Jane M. Swift, Lieutenant Governor 

May 1999 

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

TEL. (617 ) 727-2075 

Honorable Mark C. Montigny, 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 July 1, 1998 through December 31, 1998. 

This twenty-fourth report continues to present audit results organized by recurring findings 
within sectors of government to highlight systemic problems as well as broad areas in heed of 
strengthening. The report also acknowledges within each section corrective actions taken by 
agencies in response to previous OSA audit findings or recommendations . Also included are 
activities of the ~SA' s Information Technology Audit Division and the ~SA' s Division of Local 
Mandates. Finally, proposed and ongoing initiatives are included to inform officials and the 
public of significant audit activity. 

Of particular interest during this report period, the OSA issued seven audits of transporta
tion-related capital projects . These include reports relative to the Central Artery/Third 
Harbor Tunnel Project, as well as audits of maintenance , improvement, and expansion projects 
a t the MBTA and Massport. These audits are detailed in the section entitled Transportation 
Audits , which begins on page 6. 

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





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

The Office of the State Auditor (OSA) oper
ates under the direction of the State Auditor, 
A. Joseph DeNucci, an independently elected 
constitutional officer. The OSA provides the 
Governor, the Legislature, auditees, oversight 
agencies, and the general public with an inde
pendent evaluation of the various agencies, ac
tivities, and programs operated by the Common
wealth. As mandated by Chapter 11, Section 12, 
of the Massachusetts General Laws (MGLs), the 
State Auditor conducts audit work at least once 
every two years at all departments, offices, com
missions, health and higher education institu
tions, and agencies of the Commonwealth, in
cluding its court system and Authorities . Not 
including special audit projects, the number of 
primary entities requiring audit coverage totals 
approximately 600. The Auditor also performs 
audits of vendors and contractors that do busi
ness with the Commonwealth and its instru
mentalities. Furthermore, under Chapter 7, 
Sections 52 through 55, MGLs, the Auditor has 
mandated responsibilities relative to 
privatization initiatives. In addition, the Audi
tor 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 July 1, 1998 
through December 31, 1998, the Office ofthe 
State Auditor issued 113 audit reports cover
ing: Authorities, institutions of public higher 
education, human service agencies, judiciary/ 
law enforcement entities, and various other 
state activities. For a complete listing of au
dit reports, see the Appendix on page 86. In 
these reports the OSA disclosed millions of 
dollars in financial and operational deficien
cies and provided recommendations intended 
to safeguard the Commonwealth's assets and' 
to improve the effectiveness and efficiency of 
governmental operations. 



Each type of entity audited by the OSA is 
governed by particular laws and regulations; 
is required to maintain financial records 
properly; and, of course, is expected to 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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Transportation 
Audits 

The OSA responded to increases in state 
spending on transportation-related capital 
projects with expanded oversight in this area, 
including participation in the Central Artery/ 
Third Harbor Tunnel Task . Force and the 
completion of several reports relative to 
maintenance, improvement, and expansion 
projects at the Massachusetts Bay Transpor
tation Authority (MBTA) and the Massachu
setts Port Authority (Massport). 

During the current report period, the OSA 
issued seven transportation audits, six of 
which addressed ongoing capital projects, ac
tivities, and expenditures. The OSA will con
tinue to review and analyze MBTA expansion 
activities, Massport's implementation of its 
Logan 2000 plan, and Central Artery Project 
costs and controls, as well as related issues 
pertaining to bond financing and contract 
amendments. 



Audit Results 

Deficiencies in 
Contract Planning, 
Procurement, and 
Oversight 

Transportation Audits 

The execution offormal contracts that specify the scope of work to 
be done, in conjunction with adequate contract monitoring, helps to 
contain costs and to ensure contract performance . The following 
entities needed to strengthen their contract administration controls. 

• The MBTA did not adequately enforce the performance and avail
ability requirements of its elevator and escalator maintenance con
tracts. In tracking the turnaround time for repairing broken eleva
tors and escalators at 18 stations over a six-month period, auditors 
noted 49 instances in which elevators or escalators were not re
paired and returned to service within the time frames established 
in the contracts. Furthermore, although these contracts provided 
for mandatory fines for failure to make repairs in a timely manner, 
the MBTA did not enforce these repair incentive penalties. As a 
result, the MBTA may have failed to assess and collect as much as 
$241,000 in elevator and escalator repair fines from August 1994, 
when the first of these contracts was awarded, through September 
1997, the close of the audit period. 

• The MBTA's contract specifications for the maintenance and repair 
of its escalators did not provide a reasonable incentive to the con
tractor to make repairs as quickly as possible. Specifically, 
whereas the elevator contract allowed for a reasonable repair pe
riod of two calendar days, the escalator contract allowed a grace 
period for repairs often workdays, or up to fourteen calendar days. 
Also, the elevator contract provided a repair incentive penalty of 
$100 per day, per unit, retroactive to the first day that the unit was 
out of service, whereas the escalator contract's repair penalty was 
only $40 per day and was not retroactively applied to the first day 
the unit was out of service. Therefore, even if the MBTA was 
collecting all contractually owed penalty funds , there was inad
equate incentive for the contractor to repair out-of-service escala
tors as quickly as possible. 

• The MBTA requested contract revisions to shorten the completion 
time for railway signal work relative to its Old Colony Rehabilita
tion Project without an adequate analysis of project specifications 
and potential cost ramifications. Unanticipated out-of-sequence 
and extra work associated with this contract addendum resulted in 
cost overruns of approximately $9 million, with an additional $1 
million in change orders pending. MBTA managers indicated, in 
response, that they are revising their Project Management Manual 
and increasing oversight of scheduling and change order proce-
dures. ' . 

• The MBTA's capital construction costs associated with the comple
tion of the Old Colony Line's Plymouth and Middleboro branches 

7 



Transportation Audits 

Deficiencies in 
Contract Planning, 
Procurement, and 
Oversight 
(continued) 

Questionable or 
Unnecessary 
Capital Project 
Costs 
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were unnecessarily increased due to inadequate planning among 
MBTA departments prior to the solicitation of contract bids and 
inadequate oversight of preparation of contract specifications. As a 
result, the MBTA incurred approximately $10.8 million in addi
tional costs to perform work that was not contained in the various 
contracts' original specifications and scope of work. Moreover, the 
awards for additional work change orders were obtained through 
negotiation with the various project contractors instead of through 
a competitive bid process. 

• The MBTA was cited in a prior audit for not adequately monitoring 
commuter rail on-time performance incentive payments to Amtrak. 
The follow-up audit indicated that the MBTA had not reviewed on
time incentive payments since January 1995 in spite of a finding by 
its own Internal Audit Department in April 1993 that Amtrak was 
overpaid by approximately $133,000 in that month alone. 

As detailed below, Massport incurred unnecessary costs associated 
with the construction and use of the Bird Island Flats Garage at 
Logan International Airport. 

• Massport constructed a 507-space parking garage for over $8.5 
million, which will eventually cost $13.7 million when the interest · 
costs on the bonds are included, without having a plan to recover 
the costs of building the garage. The garage does provide a sound 
barrier that was required to reduce airport noise from reaching an 
East Boston neighborhood. However, Massport did not conduct a 
study to determine the cost-effectiveness of building a multimillion 
dollar parking garage for this purpose and did not seek other less 
expensive alternatives, such as a passive barrier. 

• Massport's Bird Island Flats Garage was underutilized, resulting 
in lost potential revenue of several hundred thousand dollars annu
ally . . During 1997, the garage was less than 13% occupied and 
generated annual revenue of only $89,000 . . In December 1997, 
Massport relocated 250 employees to a building adjacent to the 
garage, increasing its usage to approximately 35% occupancy, but 
not adding to revenues since these employees were not charged for 
parking. If Massport had achieved a realistic 80% occupancy rate 
at $100 a month per space, it could have generated annual revenue 
of approximately $487,000. Alternatively, if half the spaces had 
been used for commercial parking at the prevailing rate of $18 per 
day, gross revenues of approximately $900,000 a year could have 
been generated. 



Transportation Audits 

Special Audit Section 

Central Arteryl 
Third Harbor 
Tunnel (CAITHT) 
Project Oversight 
Coordination 
Commission 

The CAITHT Project Oversight Coordination Commission, which 
was created pursuant to provisions of Section 2B of Chapter 205 of the 
Acts of 1996, represents a unified effort to prevent, detect, and correct 
waste, fraud, and abuse at the Central Artery Project. The Commis
sion, made up of the offices of the State Auditor, the Inspector Gen
eral, and the Attorney General, is charged with combining the exper
tise and statutory authority of these offices in order to target manage
ment difficulties, to identify cost-saving measures, and to pursue 
enforcement and recoupment actions where appropriate. 

The OSA, in addition to its contributions to ensuring agency over
sight coordination, has accomplished specific goals designated in 
Chapter 205. In accordance with the directive to provide additional 
on-site auditors, the OSA has assigned additional auditors to monitor 
project activities at CAITHT sites. In addition to initiating reviews of 
the CAITHT project's mitigation activities and its Fort Point Channel 
Crossing contracts, the OSA, during this report period, completed 
audits of the CAITHT insurance program and of the interface between 
the Third Harbor Tunnel and Bird Island Flats. Results of these 
audits are summarized below. The CAITHT Project Oversight Coordi
nation Commission also issued a Summary Report in July 1998 fur
ther detailing its efforts to identify opportunities for cost savings and 
to prevent conditions that allow waste and fraud to occur. This report, 
as well as nine earlier OSA audit reports of Central ArterylThird 
Harbor Tunnel activities, can be obtained by calling (617) 727-2075 or 
(617) 727-6200. 
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Transportation Audits 

The CAITHT 
Insurance 
Program 

10 

While design and construction contractors generally purchase 
their own insurance coverage and recover costs through their con
tracts, the CAITHT project purchased "wrap-up" insurance that pro
vides contractors with coverage for a variety of risks. Wrap-up insur
ance programs usually result in lower total insurance costs for a 
number of reasons, including the elimination of redundant insurance 
services and the provision of certain incentives. For example, a lower
than-expected accident claims record would reduce payments for gen
eralliability insurance. CAITHT officials estimated that they would 
eventually realize approximately $826 million in insurance savings 
by using a wrap-up insurance program. However, they were not 
planning to access any of these funds , except for the payment of 
insurance premiums, until 2017, long after project completion . 

• The CAITHT Project paid approximately $120 million more in 
workers' compensation insurance premiums and $26 million more 
in general liability insurance premiums than was needed to cover 
third parties or employees actually working on the project during 
the period 1992 to 1996. Net investment income of $29 million was 
earned on those overpayments, resulting in $175. million offunding 
over and above project insurance needs . The project used or 
planned to use by October 31, 1999 approximately $117 million to 

. pay for or offset project insurance costs . The project planned to 
retain the remaining $58 million in the Insurance Trust Accounts 
until 2017. The OSA recommended that the $58 million be used 
now for needed project funding and to reduce project-related debt 
servicing costs . 



Third Harbor 
Tunnel/Bird Island 
Flats Interface 

Transportation Audits 

This review examined design and construction activities associated 
with the interface between the Third Harbor Tunnel and the Bird 
Island Flats Land Tunnel in East Boston. In addition to reviewing the 
original design and construction contracts, the OSA examined ap
proximately $10 million in change orders, as well as additional costs 
incurred . 

• The Massachusetts Highway Department (MHD) did not provide 
adequate management oversight over certain design and construc
tion activities at the juncture of the Third Harbor Tunnel and the 
Bird Island Flats Land Tunnel. As a result, MHD incurred unnec
essary additional costs of approximately $10 million for change 
orders to correct a soil stabilization problem, several significant 
water problems, a tunnel tube length problem, an edge-plate align
ment problem, and a design problem with the interface gasket seal. 
As of the close of the audit period, MHD had not determined respon
sibility for these additional project costs . The OSA recommended 
that responsibility for the interface problems be expeditiously de
termined and recovery procedures be initiated where appropriate. 

11 



Transportation Audits 

Joint Asset 
Assessment 
Study 

12 

Pursuant to Chapter 102 of the Acts of 1995, Massport entered into 
a Memorandum of Understanding with the Executive Office for Ad
ministration and Finance on July 25, 1997 and agreed to pay $200 
million for roadway assets built by the Massachusetts Highway De
partment (MHD), which serve Logan International Airport. Subse
quently, Chapter 3 of the Acts of 1997 required that a Joint Asset 
Assessment Study identify any additional segments for the metropoli
tan highway system, and the value of such segments, which may be 
acquired by Massport for an additional payment not to exceed $100 
million. The roadway assets to be acquired are being built as part of 
the Central ArterylThird Harbor Tunnel project. The report of the 
Joint Asset Assessment Study has been completed and has place~ a 
value of $293,852,000 on the roadway assets to be purchased by 
Massport. The OSA review of the valuation of these assets raised a 
number of questions and concerns, as detailed below. 

• Massport is being asked to pay 47% of the estimated cost of four 
roadways that will be shared by the Ted Williams Tunnel, 1-90, and 
airport traffic. Two of the shared roads will replace roads that 
already exist to serve the airport, and two are rebuilt segments of 
Route 1A that appear to be part of the regional highway system. 
The OSA questioned whether Massport, rather than the MHD, 
should be responsible for the replacement and enhancement of 
roadways that connect the Ted Williams Tunnel and 1-90 to the 
regional highway system . 

• The financial impact of road acquisition on Massport's airport mod
ernization program and other capital projects is a matter of serious 
concern. Because Massport will issue revenue bonds in order to pay 
for the acquisition of the roadway assets discussed above, the even
tual costs to purchase the roads will be considerably more than 
$293 million. The cost of issuing the bonds, including the interest 
payments, will total more than $470 million over the life of the 
bonds, making the eventual cost more than $763 million. This does 
not include an estimated $3.2 million in annual road maintenance 
costs or the cost of eventually replacing the roads in future years. 
These expenditures would result in a scope reduction or deferral of 
certain airport modernization projects. Other effects might be an 
increase in tolls on the Tobin Bridge, a decline in Massport's bond 
rating, and higher landing fees that make Massport less competi
tive with other airports. 



Transportation Audits 

• The Federal Aviation Administration (FAA) had not been consulted 
about Massport's intent to purchase the roadway assets discussed 
above. Under federal law, all revenues generated by an airport 
must be used for the capital or operating costs of the airport or for 
facilities owned or operated by the airport and directly and substan
tially related to the air transportation of passengers or property. 
Any diversion of airport revenue not in compliance with federal law 
could result in a loss of eligibility for future improvement grants, 
civil penalties, and reduction in federal transportation funding to 
the Commonwealth. According to Massport officials, the purchase 
proposal was to be submitted to the FAA in the near future. 

• The initial cost estimate of $295 million for roadway acquisition 
was revised to the current cost estimate of $293 million as a result 
of OSA inquiries about documentation of the initial composite indi
rect rate. 

13 



Transportation Audits 

Initiatives 

Massachusetts 
Turnpike Authority 

Massachusetts 
Bay 
Transportation 
Authority (MBTA) 

Massachusetts 
Bay Transit 
Authority (MBTA) 
Real Estate 

14 

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

• The OSA has completed a review of the Authority's short-term and 
long-term expansion and capital improvement plans. Specifically, 
the audit analyzed the Authority's $500 million five-year major 
capital improvement program to reconstruct, improve, and modern
ize the Massachusetts Turnpike and also examined the costs versus 
the revenue generated for each section of the Turnpike. This audit, 
which will be detailed in the next Semi-Annual Report, is available 
from the Office of the State Auditor at (617) 727-2075. 

• The OSA is continuing to review and analyze the MBTA's capital 
improvement and expansion plan. This audit will result in a series 
of reports, four of which have been issued. Currently, the OSA is 
examining contract procedures and costs associated with the South 
Station People Mover Project; the construction costs relating to the 
Newburyport commuter line extension; and the lease and sale of 
trains by the Cape Cod and Hyannis Railroad. Two of the issued 
reports pertain to the construction of a new police headquarters at 
Newmarket Square and the Blue Line Rehabilitation and Improve
ment Project. Two other reports , one on Commuter Rail Activities 
and the other on Elevator and Escalator Maintenance, were com
pleted during this report period and are detailed in this Semi
Annual Report. 

• 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 sur
plus properties; development projects; parking garage program; and 
all fees, commissions, bonuses, and development fees earned by the 
firm. 



Massachusetts 
Port Authority 
(Mass port) 

Depression of the 
Central Arteryl 
Third Harbor 
Tunnel 

Transportation Audits 

• 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 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, nine of which were issued as of 
December 31, 1998. 

15 
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Education Audits 

During the report period, the OSA released 
three audits pertaining to education. These 
included a report, pursuant to Chapter 46 of 
the Acts of 1997, establishing standardized 
accounting and reporting methods for Massa
chusetts charter schools and an assessment of 
state college and university compliance with 
admission standards and remedial education 
enrollment policies. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Education Audits 

Adequate accounting and administrative controls assist entities in 
maximizing revenue potential and minimizing vulnerabilities to 
waste and lost income. 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 . 

• Massachusetts Bay Community College needed to improve the 
management of federal Endowment Challenge Grant funds . Con
trary to federal requirements, the College commingled grant funds 
with state-appropriated funds to cover operating expenses. For 
example, a transfer from grant funds of $257,684 was used to cover 
certain staff payroll costs. Although the Challenge Grant Account 
was eventually repaid for transfers from grant funds to various 
operating accounts, the College was in violation of federal grant 
regulations. Such violations, if allowed to continue, could result in 
federal sanctions, including grant termination. In addition, due to 
fund transfers into non-interest-bearing operating accounts, as well 
as inappropriate investment practices, the College lost in excess of 
$25,000 in interest income . 

• Massachusetts Bay Community College did not adequately justify 
or properly document $131,728 in expenditures for travel and 
meals. These disbursements, made over a 17-month period, were 
questionable because available documentation did not substantiate 
a clear business purpose and properly identify participants as re
quired by the Board of Higher Education's guidelines for trust fund 
expenditures. In response to audit findings, the College provided 
additional information that adequately justified some expendi
tures . However, many deficiencies remained, especially with re
spect to documenting expenditures and reimbursements for trips 
taken by the College's president, vice-president, Board of Trustees, 
and staff members. 

17 



Education Audits 

Noncompliance 
with Federal and 
State Laws 
Regarding 
Contract 
Employees 
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The OSA audit of Massachusetts Bay Community College's clean
ing contract disclosed several significant potential violations of fed
eral and state laws. These findings have been referred to appropriate 
law enforcement authorities, including the Attorney General's Office, 
for further review. 

• Massachusetts Bay Community College did not comply with Chap
ter 149, Section 27H, MGLs, which requires that all contracts for 
the cleaning and maintenance of public buildings contain a stipula
tion requiring prescribed rates of wages to be paid to contract 
employees. Contrary to this requirement, the College entered into 
a cleaning contract that did not include a prevailing wage provi
sion. As a result, contract employees were underpaid a total of 
$15,671. See page 70 . 

• Massachusetts Bay Community College's cleaning contractor very 
possibly hired a significant number of employees who were not 
authorized to work in the United States. Furthermore, there was 
strong evidence that the contractor assigned false Social Security 
numbers to these employees. OSA tests disclosed 528 instances of 
questionable Social Security numbers being used by the contractor 
and reported these findings to the United States Immigration and 
Naturalization Service, the Internal Revenue Service, the Social 

. Security Administration, and the Attorney General's offices in Mas
sachusetts and Rhode Island. See page 70. 



Education Audits 

Special Audit Section 

Massachusetts 
Charter Schools: 
Accounting and 
Reporting 
Methods 

Under Chapter 46 of the Acts of 1997, An Act Relative to Charter 
Schools, the OSA is authorized to prescribe the accounting methods 
and the form in which charter schools should file their annual audits 
with the state's Department of Education (DOE) and the OSA. Pur
suant to this statute, the OSA developed a standard Chart of Accounts 
and other pro forma financial statements that can be used by charter 
schools when reporting to DOE. The OSA also examined fiscal year 
1997 end-of-the-year reports submitted by charter schools to DOE to 
determine their consistency and usefulness. 

The OSA report indicated a need for standardized accounting and 
financial reporting requirements for charter schools. Only six of the 
25 charter schools operating within the Commonwealth during fiscal 
year 1997 filed an end-of-the-year report. DOE's Associate Commis
sioner for Charter Schools indicated that one reason there were so few 

. required submissions could be that the reporting method for non
charter public schools had not proven readily adaptable to charter 
school operations. Based on those reports that were submitted, the 
OSA determined that format inconsistencies limited the usefulness of 
the financial information presented to DOE and other oversight agen
CIes. 

The Chart of Accounts and relevant forms, as well as recommenda
tions to DOE, are included within or as appendices to the OSA report, 
which can be obtained by calling (617) 727-2075. 

19 
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Compliance with 
Admission 
Standards and 
Remedial 
Education 
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At the request of the Massachusetts Board of Higher Education, 
the OSA conducted an audit of admissions and remedial enrollment 
practices for the Commonwealth's state colleges and university cam
puses, except for the Amherst campus of the University ofMassachu
setts, which was being reviewed separately, and Salem State College, 
which commissioned a compliance review by a private firm. Except 
for the issues noted below, the OSA found overall compliance with 
new Board of Higher Education admissions standards. 

• Bridgewater State College and Massachusetts Maritime Academy 
needed to make some changes in grade point average calculations 
in order to fully comply with the new standards. 

• Fitchburg State College, Westfield State College, and the Lowell 
campus of the University of Massachusetts, based on a 10% sample, 
had Special Admissions acceptances in excess of the 15% enrollee 
limit set by the Board of Higher Education. "Special Admissions" is 
an admissions category for students who do not meet official stan
dards for acceptance but demonstrate good potential for academic 
success. In accordance with an agreement between the Board of 
Higher Education and the OSA, a follow-up review will be con
ducted to determine the status of Special Admissions percentages at 
these schools. 

• The Boston, Dartmouth, and Lowell campuses of the University of 
Massachusetts exceeded the 10% cap set by the Board of Higher 
Education for members of the 1997 freshman class who take reme
dial courses in reading, writing, and mathematics. In accordance 
with an agreement between the Board of Higher Education and the 
OSA, an audit of fall 1998 enrollment will be conducted to deter
mine the status of remedial enrollments at these schools. As of 
September 1998, the number of remedial enrollments will be lim
ited to no more than 5% of the freshman class. 



Initiatives 

Department of 
Education (DOE): 
Early Childhood 
Education 
Program 

Higher Education 
Trust Funds 

Review of Charter 
Schools 

Student Financial 
Aid Programs 

Education Audits 

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 and has issued a report prescribing accounting and report
ing methods for Massachusetts charter schools. The completed 
report is detailed in this Semi-Annual Report. 

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

During the report period, the OSA issued 
eleven reports pertaining to human service 
activities, five of which were audits of ven
dors that contract with the Commonwealth 
to provide social services. Two of the audits 
reviewed Information Technology (IT) activi
ties and are detailed in the IT Audit Section, 
which begins on page 58. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Human Services Audits 

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

• Comprehensive Mental Health Systems, Inc. , a nonprofit organiza
tion that provides services to individuals with developmental and 
psychiatric disabilities, did not maintain adequate control over 
credit card use in its program for head injured persons. While the 
entity did have adequate control procedures for credit card expendi
tures and reimbursements for its Department of Mental Retarda
tion (DMR) programs, deficiencies existed in its State Head Injury 
Program (SHIP), operated under contract with the Massachusetts 
Rehabilitation Commission. Specifically, credit cards used for 
SHIP expenses were not kept in a secure location, and employee 
usage of these credit cards was not properly documented, especially 
with respect to transportation expenses. The lack of written proce
dures and oversight resulted in lost program revenues that necessi
tated increased financial support by the Massachusetts Rehabilita
tion Commission. The entity responded that it is taking steps to 
assure that SHIP's credit card control systems are identical to the 
systems in place for its DMR programs. 

• The Department of Mental Health (DMH) Metro Suburban Area 
Office allowed books and records for the Progressive Work Center, a 
sheltered workshop located on the grounds of Medfield State Hospi
tal, to be maintained outside of the agency's normal internal con
trol procedures. Although the Area Office did receive a quarterly 
profit-and-Ioss statement and a verbal report of the outstanding 
accounts receivable from the workshop, DMH could not be assured 
that the workshop's cash receipts and disbursements were properly 
accounted for or that its operations were financially sound. 

• The Department of Mental Retardation (DMR) Region V needed to 
improve canteen fund operations at the Wrentham Developmental 
Center. Because the Center's Canteen Committee members were 
not sufficiently familiar with current DMR regulations, fund ex
penditures were not always properly authorized and documented. 
In addition, canteen fund inventory was not properly controlled or 
reconciled. DMR responded that all members of the Canteen Com
mittee would be issued current regulations concerning their over
sight role in the expenditure of canteen funds . 
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• The Hampshire Community Action Commission, Inc., a nonprofit 
corporation that receives both state and federal funding to provide 
programs for low-income persons, received $3,538 in revenue from 
the Department of Education (DOE) in excess of the reported ex
penses incurred in one of its programs. These overcharges occurred 
because the entity did not prepare a reconciliation of actual costs to 
program revenues, not because of questionable or inappropriate 
expenditures. However, the unused funds should be remitted to 
DOE. 

• Integra, Inc., (Integra), a nonprofit corporation that ceased opera
tions in 1997 but previously had provided job training and place
ment services under state contracts, had inadequate controls over 
its payroll expenses, including allocation of employees' salaries to 
various state contracts, and attendance records. As a result, neither 
Integra nor the Commonwealth could be assured that all of the 
$3,364,768 that Integra was reimbursed from July 1991 through 
June 1995 for payroll costs was appropriate. Of particular concern, 
Integra's former Executive Director never submitted a timesheet 
indicating the hours that he worked and also routinely provided 
himself with pay increases for which authorization by Integra's 
Board of Directors was not documented. Finally, contrary to Inter
nal Revenue Service and state Department of Revenue require
ments, Integra did not report on its 1099 and W2 income informa
tion forms at least $20,251 in compensation provided to its former 
Executive Director. See page 70. 

• Integra, Inc., (Integra) could not provide any documentation to 
substantiate $72,156 in expenditures made for the period July 1993 
through May 1996. Furthermore, there was inadequate documenta
tion for an additional $71,448 expended during that period. As a 
result of these serious deficiencies, there was little assurance that 
these $143,604 in expenses were reasonable, allowable , and 
allocable to state contracts. 

• The Plymouth Area Coalition for the Homeless, Inc., needed to 
improve its management practices, as well as its internal controls 
over financial operations and contract administration. Several in
stances of mismanagement were cited, including failure to pay 
medical insurance premiums in a timely manner, which resulted in 
staff medical insurance coverage lapsing for a five-month period. 
Also, the entity had to pay $3,900 in interest costs to the Massachu
setts Department of Revenue for not properly paying payroll taxes 
and provided $10,364 in no-interest loans to employees. In addition, 



Human Services Audits 

the entity had not developed written accounting policies and proce
dures, did not utilize monthly expense budgets to monitor and 
evaluate its operations, and was not performing monthly reconcili
ations of its bank accounts or its general ledger revenue accounts. 
Finally, during the period covered by the audit, the entity did not 
obtain competitive bids for $17,190 in construction projects, did not 
have any invoices to substantiate $8,045 paid to a carpenter, and 
did not issue an income information Form 1099 to a consultant who 
provided $2,500 in services. Because the Plymouth Area Coalition 
for the Homeless, Inc., did not employ sound business or accounting 
practices, unnecessary expenses were incurred and risks to finan
cial assets were increased . 

• The Plymouth Area Coalition for the Homeless, Inc., had payroll 
deficiencies resulting from the management and internal control 
weaknesses discussed above. On numerous occasions, the entity 
did not issue payroll checks to staff members within the time frame 
mandated by state law. Further, four staff members, including the 
entity's Executive Director, received excess compensation totaling 
$7,469 during the period under review; accrued paid leave bal
ances, such as vacation time, were not maintained for eighteen 
months; and approximately $13,500 in payroll taxes for 20 employ
ees was not remitted. As a result, there was little assurance that all 
ofthe entity's payroll expenses, which totaled more than $623,000, 
were necessary and proper . 

• The Plymouth Area Coalition for the Homeless, Inc., did not prop
erly administer certain grants and donations. For example, al
though the entity received a $15,000 donation from a private foun
dation to buy furniture and equipment for one of its state-aided 
programs, it did not use any of these funds for this purpose. In 
addition, the entity did not have any documentation relative to two 
other grants totaling $3,000 that it received during fiscal year 
1996. Finally, contrary to state regulations, the Plymouth Area 
Coalition for the Homeless, Inc. , did not identify grant funds and 
donations given to its state-aided programs as offsetting revenue to 
the state's costs of operating these programs. As a result, over
charges to the Commonwealth were made, and assurance was inad
equate that donated funds and grants were being used for their 
intended purposes. 
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Strict monitoring of patient funds , along with proper accounting 
controls, is necessary in order to ensure accurate account balances, 
proper fund expenditures, and appropriate interest income. The need 
for improved management of these funds was noted in the following 
instances. 

• The Department of Mental Health (DMH) Metro Boston Area Of
fice , while generally improving its management of client fund ac
counts, still needed to address interest income and interest alloca
tion issues at certain facilities . For example, the Dr. Solomon 
Carter Fuller Mental Health Center was still not allocating inter
est income earned on patient funds to individual patient accounts 
as required by MGLs. In addition, the Erich Lindemann Mental 
Health Center continued to maintain client funds in non-interest
bearing accounts, contrary to its fiduciary responsibility . 

• The Department of Mental Retardation (DMR) Region V was cited 
in a prior audit for inadequate controls over the disbursement of 
client funds spent on items purchased for individual clients. The 
follow-up audit indicated that staff who were advanced clients' 
personal funds for the purchase of goods and services still did not 
always account for these expenditures within the required time 
limit. Furthermore, at Southeastern Residential Services, a pro
gram operated by DMR Region V, there were undocumented dis
bursements of client funds, as well as expenditures that were not 
properly authorized. These deficiencies resulted in at least one 
instance of misuse of client funds. 



Inadequate 
Controls over 
Property and 
Equipment 

Human SeNices Audits 

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 . 

• Comprehensive Mental Health Systems, Inc., did not properly ac
count for capital items valued at $9,013 purchased through its 
State Head Injury Program cost-reimbursement contract. These 
fixed assets, which included computers and a printer, were improp
erly presented and recorded as office supplies, rather than as state
owned property. As a result, there was inadequate assurance that 
all state-owned fixed assets were properly safeguarded against loss, 
theft, or misuse or that all program costs were fully and accurately 
presented . 

• The Department of Mental Retardation (DMR) Region V, while 
improving inventory controls at its area offices and certain facili
ties, still did not comply with regulations for fixed assets at vendor 
locations, the Paul A. Dever Developmental Center, the Wrentham 
Developmental Center, and Southeastern Residential Services. 
During the audit, DMR took steps to resolve this deficiency by 
initiating procedures for the tagging and listing of state-owned 
assets in the custody of vendors. Without internal controls to 
ensure accurate inventories and to verify the value of the property 
and equipment recorded on these inventories, DMR Region V can
not be assured that its fixed assets are protected against loss, theft, 
or misuse or accurately recorded on its books and financial reports. 
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Related-party transactions are those which take place between 
entities that are owned by persons related to one another or that share 
common ownership or control. Use of state contract money in busi
ness transactions with immediate family members and with affiliated 
entities is allowable when certain conditions, defined by regulation, 
are met. More importantly, the relationships among owners, direc
tors, and board members of the entities involved must be fully dis
closed, and no profit can be made on the transaction. The following 
inappropriate related-party transactions were disclosed. 

• Comprehensive Mental Health Systems, Inc., entered into a realty 
agreement with a third party which, while properly disclosed as a 
related-party transaction, provided financial benefits that are not 
allowed under regulations governing such transactions. This 
agreement involved the acquisition of property and the construc
tion of a four-bedroom dwelling for participants in the entity's State 
Head Injury Program (SHIP). Because its related-party position 
enabled Comprehensive Mental Health Systems, Inc., to influence 
organizational decision-making in its own behalf, the entity real
ized benefits involving reimbursements for repairs and capital im
provements that were the responsibility of the landlord and in
creased the property's value. The entity also presented these re
pairs as facilities operation expenses and was reimbursed for them 
through SHIP's cost-reimbursement contract. This issue has been 
forwarded to the Office of the Attorney General for further review. 
See page 69. 

• Integra, Inc., charged to the Commonwealth $14,600 in inflated 
rental expenses for its administrative office. This sum was used to 
reduce the purchase price of the office building, which was pur
chased by Integra's related party. In addition, Integra expended 
$29,090 on improvements and renovations to this property in 
violation of state laws and regulations. Finally, Integra provided 
its related party, a real estate company owned by its former Execu
tive Director, $21,993 in rental and other payments in excess of 
what was allowed by state regulations. Given the highly question
able nature of these transactions, this matter was referred to state 
and federal law enforcement agencies for further review. 
See page 70. 

• Integra, Inc., contrary to state regulations, did not properly disclose 
at least $269,994 in related-party activities. See page 70. 



Questionable or 
Unallowable 
Billings and 
Expenditures 
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The following examples of questionable or unallowable vendor 
charges and reimbursements, which reduce funds available for ser
vice provision, were noted. 

• Comprehensive Mental Health Systems, Inc., billed and received 
reimbursement for $12,349 in excess funds . These overbillings 
were caused, in part, by deviations between the interim and final 
allocations of certain administrative expenses. In addition, certain 
expenditures that were originally billed to the State Head Injury 
Program cost-reimbursement contract were subsequently reclassi
fied as capital expenditures. The entity responded that it has filed 
an amended balance sheet and is reimbursing the Commonwealth 
according to a set schedule. 

• Integra, Inc., (Integra) used state funds to purchase and lease 32 
vehicles for which there was no documentation to substantiate that 
they were used for business-related activities. There were also 
inadequate controls over the purchase and resale of these vehicles . 
As a result , the Commonwealth could not be assured that the 
$167,356 in vehicle expenses Integra incurred was necessary and 
appropriate. In addition, Integra did not have sufficient internal 
controls over reimbursement for travel-related expenses, some of 
which involved these corporate vehicles. For example, the former 
Executive Director charged and was reimbursed $3,180 for mileage 
while he was driving corporate cars for which Integra paid all 
expenses. The total of questionable, unallowable, and inappropri
ate travel expenses incurred by Integra's former Executive Director 
was at least $22,268. See page 70. 

• Integra, Inc. , (Integra) made inappropriate loans to employees, 
board members, a related party, and an individual with no appar
ent connection to the entity. Moreover, these loans were 
uncollateralized, poorly documented, without firm repayment 
schedules, and sometimes interest free . Subsequently, several of 
the borrowers, including the former Executive Director, defaulted 
on their loans and, as of June 30,1995, there was at least $19,3 14 
in outstanding loans for which the borrowers were not paying. 
Regarding this matter, Integra officials could not explain why 
these loan practices were begun or allowed to continue. The OSA 
recommended that the Commonwealth seek to recover all state 
funds that were used to provide these unallowable loans, including 
interest charges. 
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• Integra, Inc. , (Integra) billed and was reimbursed for questionable 
costs relative to employee benefits . Specifically, Integra did not 
adequately document $16,144 of what it termed Earned Benefit 
Time paid to thirteen employees and improperly billed state con
tracts for an additional $6,987 used to pay Earned Benefit Time to 
individuals no longer employed by the entity. The audit also noted 
a questionable use of funds designated to supplement employee 
health benefits for a holiday party. Finally, during the audit 
period, Integra incurred $21,321 in health insurance costs for 
people who were not eligible for these benefits according to 
Integra's personnel policies. 
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Special Audit Section 

Department of 
Mental 
Retardation's 
(DMR) 
Quality 
Enhancement 
Survey Tool 
(QUEST) 

QUEST was developed by DMR to provide information necessary 
to evaluate the performance of individual service providers and the 
effectiveness oftheir programs. It is a value-based evaluation system 
designed to assess various factors affecting the quality of life of clients 
residing in DMR residential programs. The OSA conducted a review 
of this survey tool to determine whether it represented an effective 
and efficient means for evaluating and monitoring DMR's residential 
programs. Results of this audit are summarized below. 

• DMR's ability to effectively assess provider performance and client 
safety was limited due to deficiencies in the QUEST process. The 
audit noted, for example, that QUEST reviews did not provide for 
the annual review of each contracted service provider required 
under state regulations. In addition, QUEST reviews were subjec
tive and inconsistent in application, were not linked with any of 
DMR's other operational activities, and appeared to be less effec
tive in ensuring client safety than DMR's former licensing process. 
The OSA recommended that DMR modify its QUEST process to 
include, in addition to client satisfaction, all other major aspects of 
program operations and establish formal training programs for 
QUEST reviewers to ensure that assessments are consistent and 
comprehensive. 

• DMR did not fully comply with all statutory requirements and 
regulations for ensuring that its contracted service providers were 
properly inspected and licensed. As a result, there was inadequate , 
assurance that all of the DMR residential programs operated by 
contract service providers were meeting applicable health and 
safety standards. 

• A significant number of providers certified under QUEST expressed 
concerns regarding the objectivity, fairness, and validity of this 
review process. A sample survey of 45 contract service providers 
indicated that 24, or 53%, did not believe that QUEST adequately 
assessed the quality of services provided by their agency. 

31 



Human Services Audits 

Prior Audit Results: Corrective Actions 

Department of 
Mental Health 
(DMH): 
Metro Boston 
Area Office 

Department of 
Mental Health 
(DMH): 
Metro Suburban 
Area 

Department of 
Mental Retardation 
(DMR): 
Region V 

32 

A review of prior audit results is an important component of OSA 
audits. 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 DMH Metro Boston Area Office has strengthened controls over 
the management and monitoring of its consultant service contracts. 

• The DMH Metro Suburban Area has strengthened the safeguarding 
of its fixed assets and improved administrative supervision over its 
canteen fund . The agency has also entered into a formal space 
agreement with two mental health centers, resolving a space-use 
issue in accordance with state requirements. 

Ii DMR Region V has improved internal controls over several areas of 
activity, including records retention and motor vehicle garage op
erations. In addition, DMR has ensured that the Paul A. Dever 
Developmental Center has written internal control policies and 

. procedures in compliance with Chapter 647 of the Acts of 1989. 
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The following is an update of planned and ongoing initiatives in 
the area of human services. 

• The OSA is allocating increased resources to the audit of providers 
that contract with state agencies to provide social, health, and 
rehabilitative services. These audits review and analyze financial 
and management controls within the purchase-of-service system, as 
well as contract compliance and internal controls at vendor agen
cies. The audits also examine selected transactions to determine if 
provider expenditures are reasonable , allowable , and applicable to 
contracted program services. 

• The OSA plans to initiate a performance audit focusing on certain 
activities and functions of the Department of Transitional Assis
tance . The audit will review the efficiency and effectiveness of the 
Department's employment services and job training programs, as 
well as its mental health managed care program. The OSA also 
plans to review the Department's implementation of its new com
puter-tracking program, known as BEACON. 

• The OSA has initiated an audit of the child support collection 
system within the Department of Revenue (DOR). The audit is 
reviewing DOR's systems, policies, and procedures for managing 
child support ' collections; the controls over and accuracy of input 
data from court orders; payment records and balances of accounts ; 
and the adequacy of the payment accounting system. 
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• The OSA is completing an audit of the Massachusetts Senior Phar
macy Program, which is jointly administered by the Executive 
Office of Elder Affairs 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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Independent and 
Housing Authority 
Audits 

During the report period, the OSA issued 
86 audit reports relative to independent enti
ties , including housing authorities, 44 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. One of the audits reviewed 
Information Technology (IT) activities and is 
detailed in the IT Audit Section, which begins 
on page 58. Four of the audits reviewed ac
tivities at the Massachusetts Bay Transporta
tion Authority and the Massachusetts Port 
Authority. These reports are detailed in the 
section on transportation, which begins on 
page 6. 
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Audit Results 

I Independent Authorities 

Inadequate 
Accounting and 
Administrative 
Controls 

I Housing Authorities 

Housing 
Authorities and 
the Federal Single 
Audit Act 

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 report identified areas in which 
recordkeeping, accounting, and other controls needed improvement . 

• The Lawrence Redevelopment Authority did not maintain adequate 
accounting records or prepare financial summary reports for the 
receipt and disbursement of funds relative to its Riverfront Urban 
Renewal Project. As a result, it was not possible to verify that $30 
million in project revenues were properly controlled, accounted for , 
and used for project-related purposes. 

The federal Single Audit Act of 1984 created many opportunities 
for state governments to reduce duplication by using one audit to 
satisfy both federal and state requirements. The Commonwealth, for 
example, closes its books on June 30 each year through a Single Audit 
done jointly by the Office of the State Auditor and a private account
ing 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 standards, 
in addition to any federal requirements, for audits of all housing 
authorities that receive federal financial assistance, whether con
ducted 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, accountabil
ity is strengthened, duplication is prevented, and costs are reduced. 
During the report period, the OSA released 44 Single Audits of hous
ing authorities and reviewed an additional 15 Single Audits com
pleted by private accounting firms. 
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Adequate accounting and administrative controls assist entities in 
maximizing revenue potential and avoiding unnecessary deficits, 
thereby helping to maximize funds available for operations and ser
vices. The following reports identified areas where oversight, ac
counting, and other internal controls needed improvement. 

• Dalton Housing Authority did not adequately maintain records of 
employee work time, overtime, and accrued leave time. Attendance 
records lacked employee and supervisory signatures, inadequately 
documented at least one employee's overtime, and did not keep 
track of each employee's accumulated leave . As a result, the Au
thority could not be assured that all of its payroll expenditures were 
correct and appropriate. 

• Dalton Housing Authority could not document that it complied with 
competitive bidding procedure requirements for the purchase of 
approximately $176,000 in goods and services bought between May 
1995 and May 1998. In addition, the Authority's Board of Directors 
did not review any bids or approve these purchases. As a result, the 
Authority could not be assured that it obtained the best possible 
services and products at the most economical prices. 

• Dracut Housing Authority did not adequately monitor budgeted to 
. actual expenses on a quarterly basis or submit budget revision 
requests to the Department of Housing and Community Develop
ment (DHCD). As a result, the Authority's fiscal year 1997 ex
penses for utilities exceeded its DHCD-approved budget by 
$158,583. 

• Granby Housing Authority had substantial deficiencies in account
ing controls and management practices, including unilateral con
trol by the former Executive Director of key financial functions . As 
a result, the former Executive Director was able to divert and 
misuse at least $9,550 in state funds. In addition, the former 
Executive Director, upon her resignation, was paid $2,116 for 30 
days of unused vacation leave, for which there was no documenta
tion indicating that the payment was earned and appropriate. This 
report was referred to the Northwestern District Attorney's Office 
for further review. See page 69. 

• Granby Housing Authority did not conduct yearly inspections of its 
housing units. These required inspections assist Authorities in 
scheduling routine preventive maintenance and in ensuring that 
all units meet state standards for safe, decent, and sanitary hous
mg. 
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• Granby Housing Authority improperly wrote off certain tenants' 
accounts receivable, recording them as rent reductions rather than 
collection losses . As a result , the Authority's financial records 
overstated its operating subsidy earned and understated its collec
tion losses. The audit also noted that the Authority did not have a 
written collection policy and was unable to substantiate any collec
tion efforts prior to writing off accounts . 

• Hampden Housing Authority did not adequately document em
ployee accrual and use of vacation and sick leave. As a result, the 
accuracy of the Authority's payroll records could not be verified. 

• Hatfield Housing Authority needed to improve controls over payroll 
procedures and expenditures. Specifically, the Authority did not 
have required Department of Housing and Community Develop
ment approval for its Executive Director's two contracts covering 
1992 through 1997 and 1997 through 2002. In addition, the Execu
tive Director did not maintain an attendance calendar; and the 
attendance records of certain other employees were not properly 
supervised. As a result, the Authority had limited assurance re
garding the accuracy of its payroll records and the appropriateness 
of certain payroll expenditures. 

• Hatfield Housing Authority had significant deficiencies relative to 
the role and oversight of its Board of Directors. The audit noted 
that, contrary to the Authority's bylaws, the Executive DireCtor 
chaired a board meeting; the board lacked a vice-chairman, trea
surer, assistant treasurer, and secretary; no annual meetings were 
held to elect officers; and no annual reports were prepared by the 
Executive Director and presented to the board. As a result of these 
weaknesses, there was limited assurance that the board was acting 
in the best interest of its tenants and, in fact, certain real estate 
transactions between the Executive Director and the board chair
man were noted as questionable . These questionable transactions, 
which involved the sale of homes belonging to Authority tenants or 
applicants, were forwarded for review to the Enforcement Division 
of the State Ethics Commission. See page 69. 

• Hatfield Housing Authority had several administrative and 
recordkeeping deficiencies. Specifically, the Authority had not 
executed a written contract with its fee accountant that stipulated 
services to be performed and related fees to be paid, and the fee 
accountant was allowed to keep the Authority's financial records at 
his home. In addition, the Authority's general ledger accounts did 
not agree with the amounts entered on the Authority's quarterly 
operating statements, mostly due to typing errors . 
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• Milford Housing Authority did not prudently invest its state funds 
as required by the Department of Housing and Community Devel
opment. Because the Authority maintained its funds in low-yield
ing interest-bearing bank accounts, it lost the opportunity to earn 
$9,234 in potential interest income for the period April 1, 1995 to 
March 31, 1996. Although the Authority reported negotiating an 
agreement with a local bank that would yield interest income 
comparable to that of the Massachusetts Municipal Depository 
Trust, it was still maintaining funds at the lower interest rate as of 
March 31, 1997 and, as a result, had lost the opportunity to earn an 
additional $16,697 in potential interest income. 

• Wareham Housing Authority had several substantial budgetary 
and accounting deficiencies, including the overstating, by $5,618, of 
its Employee Benefit Account; the overstating, by $57,891, of its 
Massachusetts Rental Voucher Program (MRVP) Account; and in
accuracies in the reporting of payroll accounts. As a result, the 
Department of Housing and Community Development (DHCD) 
could not be assured that the Authority's financial reports accu
rately reflected its financial position. The audit particularly noted 
that the MRVP, which had been running deficits for several years, 
needed an accurately presented reserve balance as the Authority 

. works with DHCD to assure the program's fiscal viability. 

• Wareham Housing Authority owed approximately $5,578 for Medi
care taxes that were not withheld from an employee's pay. Because 
the Authority did not make the proper deductions, it was liable for 
the entire tax and could also be subject to interest and penalties. 
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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 fixed assets, adequate inventory records serve as a source of 
insurance coverage information in the event of a casualty loss, as a 
comparison with the previous year's physical inventory, and as finan
cial planning data. Several reports identified areas where inventory 
controls needed improvement in order to protect property and equip
ment from possible loss, theft, or misuse. 

• Granby Housing Authority did not properly maintain records of 
inventory valuation, and variances existed between valuation 
amounts on in-house inventory listings and valuation amounts 
reported on financial statements. As a result, the Authority had 
little assurance that fixed-asset information submitted as part of a 
statement of its financial position was accurate and complete . 

• Holbrook Housing Authority did not conduct an annual physical 
inventory of property and equipment or maintain complete records 
of fixed-asset valuation. As a result, the Authority could not be 
assured that its property and equipment were adequately safe
guarded or accurately recorded on its books of account. 

• Wareham Housing Authority did not perform a physical inventory 
of its fixed assets, did not record the cost of inventory items on its 
fixed-asset record cards, and could not provide a listing of assets 
that agreed with the $25,826 recorded on its in-house books of 
account. As a result, the Authority could not be assured that its 
property and equipment were adequately protected against loss, 
theft, or misuse or that it was submitting complete and accurate 
financial statements. 
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• Brimfield Housing Authority, while making some progress in pre
paring and renting vacant units, still had six of eleven apartments 
vacant in excess of Department of Housing and Community Devel
opment guidelines. As a result, during the audit period, the Au
thority lost the opportunity to earn $2,612 in potential rental in
come. 

• Dalton Housing Authority had several rent determination deficien
cies, including insufficient documentation on file to verify income 
and deductions and errors in rent calculations. In addition, the 
Authority did not maintain a record of the number of occupants in 
each unit. As a result, certain tenants were overcharged for rent, 
while some other tenants, for whom files were incomplete, may also 
have been charged incorrect rents. 

• Dalton Housing Authority needed to improve its tenant selection 
procedures and records . The Authority did not maintain complete 
and accurate waiting lists; housed certain applicants who were not 
on the waiting list; and, with no explanation recorded, housed 
certain applicants out of sequence. In addition, the Authority did 
not maintain a vacancy ledger which is required in order to docu
ment and control the timeliness of preparing vacant units for occu
pancy. 

• Hatfield Housing Authority's Executive Director did not include all 
tenant income and deductions in calculating rent redeterminations . . 
As a result, about 33% of the Authority's tenants were either under
charged or overcharged for rent. 

• Holbrook Housing Authority's tenant files did not contain sufficient 
documentation to verify all rent determinations and in 50% of files 
tested, did not have signed lease addendums. As a result, the 
Authority was not in full compliance with Department of Housing 
and Community Development regulations for maintaining tenant 
files. In addition, the Authority had delinquent tenant accounts 
receivable totaling $7,956 and needed to implement a formal rent 
collection policy. 

• Worcester Housing Authority, while improvin"g certain procedures 
for preparing and renting vacant units, still was not filling its 
vacant apartments within the prescribed 21-day time limit. 



Authority Audits 

Prior Audit Results: Corrective Actions 

Barre 
Housing Authority 

Dracut 
Housing Authority 

Hatfield 
Housing Authority 

Lancaster 
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 has strengthened its management controls by im
proving its bank reconciliation procedures, properly reporting in
come from the use of washing machines and dryers , more accu
rately maintaining tenant accounts receivable records, and prop
erly paying the town of Barre its Payment in Lieu of Taxes. 

• The Authority has improved the safeguarding of its property and 
equipment by maintaining a complete inventory listing and prop
erly recording fixed-asset values on its financial records. 

• The Authority has amended financial statements that misreported 
certain housing assistance expenditures and has received back pay
ments totaling $12,800 from the U.S. Department of Housing and 
Urban Development. 

• The Authority has corrected its methodology for allocating payroll 
costs, resulting in an equitable distribution between state and 
federal programs. 

• The Authority was in compliance with the Commonwealth's Uni 
form Procurement Act for all purchases of goods and services dur
ing the audit period. 

• The Authority has improved the accuracy of its rent redetermina
tions. 

• The Authority was in compliance with the Commonwealth's Uni
form Procurement Act for all purchases of goods and services dur
ing the audit period. 
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• The Authority has strengthened its accounting and administrative 
controls by increasing oversight by its Board of Directors, particu
larly over expenditures; by complying with required competitive 
bidding procedures; and by improving procedures for tenant selec
tion. 

• The Authority has strengthened controls over its fixed assets by 
conducting a physical inventory and by establishing a system to 
record and tag equipment and to post additions and deletions to the 
general ledger. 

• The Authority has resolved an issue relative to a landlord who 
received duplicate subsidization for a Section 8 housing unit. The 
landlord has reimbursed the Authority for $3,970 in ineligible 
rental payments. 

• The Authority has improved procedures for making rent redetermi
nations by increasing the accuracy and timeliness of its rental 
calculations and sufficiently documenting reported income and de
ductions. 

• The Authority has corrected errors in its computer program for rent 
calculations and is proceeding to repay tenants who were over
charged. 

• Worcester Housing Authority's travel reimbursement policies have 
been amended to comply with Department of Housing and Commu
nity Development guidelines. 



Initiatives 

Massachusetts 
Water Resources 
Authority (MWRA) 

Bond Financing 
for Independent 
Authorities 

Authority Audits 

The following is an update of planned and ongoing OSA initiatives 
in the area of Authority audits . Please see page 14, initiatives in the 
area of transportation, for planned audits of the Massachusetts Bay 
Transportation Authority, the Massachusetts Port Authority, and the 
Central Artery!rhird Harbor Tunnel Project . 

• 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 December 31, 1998 . 

• 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 consultant fees. This 
audit will result in a series of reports, one of which has been issued. 
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Other Audit Reports 

During the report period, the OSA released 
thirteen other audits pertaining to various 
agencies, boards, funds, and activities. These 
audits included a statewide review of finan
cial and management controls over bail funds 
and a report on compliance, collection, and 
expenditure issues relative to the Bottle Bill 
Statute. One of these reports reviewed Infor
mation Technology (IT) activities and is de
tailed in the IT Audit Section, which begins 
on page 58. Two of the audit reports reviewed 
activities relative to the Central ArterylThird 
Harbor Tunnel Project and are detailed in the 
section on transportation audits, which be
gins on page 6. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Other Audits 

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 reports identified 
areas where management and accounting controls needed improve
ment. 

• The Appellate Tax Board, as noted in a prior audit, did not ensure 
that employees who handled cash receipts were properly bonded. 
Only three of nine individuals who issued receipts for cash during 
the audit period were bonded for such activity. Because the Appel
late Tax Board handles a large volume of cash receipts ($1.4 million 
in fiscal year 1997), the OSA again recommended that the Board 
increase the safeguarding of these funds by bonding the appropri
ate employee positions. 

• The Department of Medical Security (DMS) did not ensure that 
community health centers submit required utilization reports in a 
timely manner and also made payments totaling an estimated 
$650,300 to community health centers for enrollees who may have 
been ineligible for DMS program services. OSA · tests disclosed 
several issues, including insufficient income documentation, im
proper redeterminations of eligibility, and inclusion of enrollees 
who were receiving other medical insurance. As a result, payments 
were made to community health centers for certain ineligible en
rollees, while potentially eligible applicants on the centers' waiting 
lists were delayed in receiving services. The OSA recommended 
that the Department of Public Health, which became the oversight 
entity for the community health centers after most of the field work 
for this audit was completed, more closely monitor the centers' 
contractual obligations and, where necessary, enforce its right to 
withhold payments to those centers in serious noncompliance with 
contract requirements. 

• The Department of Medical Security (DMS) had insufficient pro
grammatic and management controls in its Children's Medical 
Security Plan and its Medical Security Plan for the Unemployed. 
Specifically, DMS developed a payment system whereby vendors 
were given signatory authority over program checking accounts. In 
addition to allowing providers to cut checks to themselves, DMS did 
not request or receive any bank statements; reconcile any checking 
accounts; verify the existence of any payees, such as doctors provid
ing services to enrollees; or verify the amount of any claims. Fur
ther, all payments made to the contracted provider program admin
istrators were based on their own figures , records, and reports, 
which were not audited by DMS. Consequently, questionable pay-
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ments were made, including nearly $21,000 in administrative-fee 
overpayments to one provider, and over $50 million in program 
expenditures were inadequately safeguarded against loss, theft, 
and misuse. 

• The Department of Medical Security (DMS) did not properly man
age or monitor expenditures in its program intended to address the 
critical labor shortage facing hospitals. Deficiencies that were 
disclosed included payments to the program administrator that 
were $47,900 in excess of costs incurred, $231,865 in unallowable 
provider payments, and an improper contract amendment payment 
totaling $39,176. In addition, inadequate cash management con
trols permitted excessive draw downs of cash even when balances 
available for use were as high as $4 million, resulting in an esti
mated $207,000 in annual lost interest revenue . The OSA recom
mended that the Division of Health Care Finance and Policy, which 
became the successor agency to DMS after the completion of field 
work for this audit, develop and implement appropriate controls 

"over expenditures and fund management relative to the Labor 
Shortage Initiative Program. 

• The Department of Medical Security (DMS), which was responsible 
for distributing funds from the Uncompensated Care Pool (UCP) to 
hospitals and community health centers based on each entity's free 
care, needed to strengthen certain enforcement activities. Specifi
cally, DMS did not enforce its compliance liability payment agree
ments with acute care hospitals that had underpaid their liabilities 
to the UCP, resulting in an estimated $2 million in uncollected 
funds and the loss of any interest that would have accrued on these 
funds. In addition, DMS did not assess late-payment surcharges on 
the acute care hospitals that were delinquent in their UCP pay
ments in excess of 45 days, nor did it properly document the waiver 
of these surcharges, resulting in an estimated $740,000 in lost UCP 
revenue during the audit period. 

• The Department of Medical Security (DMS) had inadequate control 
over its payroll system. As a result, leave "time was improperly 
charged, and unauthorized leave time was taken. 

• The Department of Medical Security (DMS) had several deficiencies 
in the processing of its program expenditures, including inadequate 
expenditure support documentation, improper classification of cer
tain transactions,and incorrect contract charges. For example, 
DMS did not retain invoices for $5,618 in payments to a vendor and 
charged over $780,000 to incorrect contracts. In addition, DMS 
mistakenly classified nearly $7 million in administrative fees as 
program costs, which created the misleading impression that DMS 



Inadequate 
Controls over 
Property and 
Equipment 

Other Audits 

provided nearly $7 million more in health insurance benefits than 
was actually provided. 

• Nantucket District Court needed to improve its internal accounting 
controls over Probation Department receipts, in that receipts were 
not deposited daily, the posting of receipts was sometimes delayed, 
and variances were not always researched and adjusted in a timely 
manner. 

All state entities are required to maintain a complete and accurate 
inventory of their fixed assets, including asset valuation, in order to 
ensure that property and equipment are safeguarded and accurately 
recorded on financial documents . The following reports identified 
areas where inventory controls needed improvement. 

• The Appellate Tax Board did not properly t ag fiscal year 1997 
equipment purchases including three computers , a fax machine, 
and a laser printer and did not complete a physical inventory for 
fiscal year 1997. The Board responded that delays had occurred 
because officials of the Central Business Office within the Execu
tive Office for Administration and Finance (EOAF) were consider
ing a centralization of various inventory activities for EOAF enti
ties. The Central Business Office, subsequent to audit field work, 
decided that Board management would be responsible for properly 
tagging equipment and conducting annual physical property inven
tories . The audit also noted that the Appellate Tax Board did not 
submit a timely report to the OSA for a missing VCR as required by 
Chapter 647 of the Acts of 1989, the Internal Control Statute. 

• The Department of Medical Security (DMS), while maintaining a 
listing of fixed assets, did not record valuations for approximately 
half of the items listed and did not list all of its property and 
equipment, especially recent purchases. As a result, DMS could not 
be assured that its fixed assets were adequately safeguarded or 
accurately reported on financial statements. 

• The Metropolitan District Commission (MDC) did not keep a com
plete and accurate record of its motor vehicles . Specifically, dis
crepancies existed between MDC vehicle management reports to 
the Registry of Motor Vehicles and fiXed asset reports entered into 
the Massachusetts Management Accounting and Reporting System 
(MMARS). Certain automobiles appeared on one listing but not the 
other; valuations for individual automobiles differed; and the Reg
istry listed 270 MDC vehicles as garaged in a different location 
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than was recorded on MMARS. As a result, the MDC could not 
assure the accurate reporting of fixed-asset information on finan
cial statements or the adequate safeguarding of its automobiles. 

• The Department of Medical Security (DMS), while maintaining a 
listing of fixed assets, did not record valuations for approximately 
half of the items listed and did not list all of its property and 
equipment, especially recent purchases. As a result, DMS could not 
be assured that its fixed assets were adequately safeguarded or 
accurately reported on financial statements . 

• The Metropolitan District Commission (MDC) did not keep a com
plete and accurate record of its motor vehicles . Specifically, dis
crepancies existed between MDC vehicle management reports to 
the Registry of Motor Vehicles and fixed asset reports entered into 
the Massachusetts Management Accounting and Reporting System 
(MMARS). Certain automobiles appeared on one listing but not the 
other; valuations for individual automobiles differed; and the Reg
istry listed 270 MDC vehicles as garaged in a different location 
than was recorded on MMARS. As a result, the MDC could not 
assure the accurate reporting of fixed-asset information on finan
cial statements or the adequate safeguarding of its automobiles . 



Other Audits 

Special Audit Section: Statewide Audits 

Chapter 555 
Tax Cap 
Determination 

The Bottle Bill 
Statute 

During the report period, the OSA released the following audits 
relative to statewide programmatic activities and issues. 

Pursuant to Chapter 555 of the Acts of 1986, the State Auditor is 
charged with annually determining whether the net state tax rev
enues of a particular year exceeded allowable state tax revenues for 
that year. The most recent review determined that the net state tax 
revenues for the fiscal year ended June 30, 1998 of $14,037,089,519.02 
were below allowable state tax revenues of $14,391,357,042.06 by the 
amount of $354,267,523.04. Therefore, no excess tax revenues , as 
defineg in Chapter 62F, MGLs, existed for fiscal year 1998. 

The OSA conducted a statewide audit of the Massachusetts Bottle 
Bill Statute in order to assess compliance with its provisions by 
bottlers, distributors, redemption centers, and retailers. The audit 
also included a review of internal controls, monitoring activities, 
financial records and reports, and other applicable data at the Depart
ment of Revenue and the Department of Environmental Protection in 
order to determine whether the Commonwealth was receiving the 
funds it was due , whether these funds were being deposited in the 
Clean Environment Fund, and whether they were expended in accor
dance with the governing statute's provisions. Results of this audit 
are detailed below . 

• The beverage container identification system, whereby bottlers 
mark containers as refundable in multiple states, regardless of 

. where they were sold, resulted in substantial fraudulent redemp
tion activity in Massachusetts and other Bottle Bill states. The 
audit noted that the Commonwealth, at $.05 per container, was 
being defrauded of an estimated $8.2 million per year under this 
system. In addition, some redemption centers and smaller retail 
outlets were accepting unverified customer counts of cans and 
bottles, and some other outlets that weighed cans did not verify the 
existence of appropriate redemption markings. The OSA noted that 
officials in Maine and Michigan, states that provide Bottle Bill 
audit and enforcement provisions, have successfully prosecuted 
cases of fraudulent returns. 

• The Department of Environmental Protection (DEP) , the recipient 
of abandoned deposit funds, which exceeded $16 million in both 
1996 and 1997, did not perform any auditing or accounting function 
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of Bottle Bill activities . The main function of DEP is to register 
redemption centers and to collect statistical information from them 
twice yearly on the number of containers received and redeemed 
each month. However, no verification was performed either of the 
redemption centers' information or whether all redemption centers 
were registered or reporting. In fact, the audit disclosed 44 redemp
tion centers that were not on DEP's list and were not providing 
required information relative to their operations. Since 19% of 
redemption centers were not registered or reporting, and informa
tion that was reported was unverified, DEP's data on the number of 
beverage containers redeemed and on fees paid to redemption cen
ter operators was incomplete and inaccurate . 

• The Department of Revenue (DOR), which collects abandoned de
posit funds, limited its oversight of the program to monthly desk 
reviews of data submitted by distributors relative to sales, returns, 
and abandoned deposits. DOR did not verify the actual count of 
returned beverage containers or assess the accuracy and reason
ableness of the count of sales and returns used in the calculation of 
abandoned deposits. Inadequate audit and oversight activity at 
both DOR and the Department of Environmental Protection in
creased the risk of underreported sales figures and inflated returns 
for refunds, as well as compounding the fraudulent return problem 
discussed above, thus reducing the amount of abandoned deposits 
received by the Commonwealth . 

• Revenues in the Commonwealth's Clean Environment Fund were 
not being expended as intended. In accordance with the intent of 
Chapter 94, MGLs, 80% of the $17,213,000 of abandoned deposit 
revenues for fiscal year 1997, or approximately $13,770,000, should 
have been sent to cities and towns to reimburse them for the cost of 
recycling programs. The balance of $3,443,000 should have been 
directed to the Department of Environmental Protection (DEP) for 
the coordination and oversight of local environmental programs. In 
fact, as disclosed in a report by the ~SA's Division of Local Man
dates covering the period fiscal year 1991 through fiscal year 1996, 
72% of fund expenditures was used for payroll and administrative 
costs in the DEP solid and hazardous waste program. Only 28% 
was used to support municipal recycling programs. The most re
cent figures, which were for fiscal year 1998, indicated that 65% of 
Clean Environment Fund Expenditures were still being used for 
DEP's payroll and administrative costs, while only 35% were being 
used to support municipal recycling programs. (See page 78 for a 
summary of the most recent Review of the Clean Environment 
Fund completed by the Division of Local Mandates.) 
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Bail in cash and other forms is the security given to the Trial 
Courts in order for indicted individuals to obtain their release and to 
ensure their appearance in court at a future date . If a person out on 
bail fails to appear in court on the specified date , the bail is forfeited 
to the court and the person is subject to re-arrest. The Administrative 
Office of the Trial Court (AOTC) is responsible for the fiscal manage
ment of bail funds on hand at the various trial courts, which totaled 
$24 million as of December 31, 1996. The OSA's state-wide review of 
bail funds examined and assessed financial and management controls 
over bail funds, as well as individual court compliance with laws, 
rules , and regulations regarding the maintenance of, accounting for , 
and depositing of bail funds . The results ofthis audit, which disclosed 
that of$15,215,451 in bail funds reviewed, $3,612,507 (24%) was not 
in compliance with AOTC requirements, are detailed below. 

• Bail funds that remained unclaimed for three years were not being 
forwarded to the State Treasurer as required. Thirty-eight of 41 
courts tested were not in compliance with applicable laws in this 
regard, resulting in $3,612,507 in unremitted, forfeited, or other
wise abandoned bail funds . As a result, the Commonwealth did not 
have use of the funds or the interest that would have accrued from 
investment through the State Treasurer's Office. 

• Twenty-five trial courts needed to improve the preparation, accu
racy, and verification of their Detail Account Trial Balance of bail 
funds, a required monthly report that itemizes bail funds by case. 
The audit noted missing information, including court name, the 
names of the individuals who prepared and approved the report, 
and reference to the time period covered, as well mathematical 
errors. In addition, five ofthese courts reported unreconciled vari
ances totaling $16,168 between the Detail Account Trial Balance of 
bail funds and their overall monthly summary report of court fi
nancial activity. 

• Nine trial courts had internal control issues relating to accounting 
functions , including the timely reconciliation of bank statements, 
safeguarding of funds in transit, timely depositing of receipts, seg
regation of duties, timely recording of disbursements to sureties, 
and maintenance of docket records . These included seven trial 
courts that, upon disposition of 149 cases, did not properly notify 
the sureties of their rightful claim to $140,830 in posted bail funds . 
In addition, one court did not obtain the necessary forfeiture motion 
for seven bail bonds totaling $83,000 that had been defaulted and 
did not pursue collection from the bonding company for three other 
defaulted bail bonds. 
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• Three courts did not report to the OSA unaccounted-for variances, 
losses , shortages , or thefts of funds or property totaling $9,496 as 
required by Chapter 647 of the Acts of 1989, the Internal Control 
Statute. 

• One district court had on hand as of December 31 , 1996, 29 bail 
cases totaling $79,500 that were improperly maintained because 
the cases had been transferred to the Superior Court. 



Other Audits 

Prior Audit Results: Corrective Actions 

The Appellate 
Tax Board 

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 were taken by the following entity . 

• The Board has strengthened internal and management controls by 
maintaining its financial information in accordance with estab
lished criteria, properly reconciling its monthly revenue reports, 
increasing the timeliness of its receipt deposits, and properly reim
bursing employees for travel expenses. 
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The following are among planned and ongoing initiatives relative 
to various state agencies and programs. Please see page 14 and page 
45 for additional initiatives relative to transportation and to bond 
financing for both state agencies and independent authorities. 

• The OSA has initiated a review of the Division of Health Care 
Finance and Policy's (DHCFP) management of the Uncompensated 
Care Pool. The audit is reviewing financial and management 
controls over payments and expenditures as well as ensuring that 
DHCFP is complying with applicable laws and regulations. In 
addition, the audit is reviewing assessments and surcharges on 
hospitals, community health centers, municipalities, and other en
tities that fund the Uncompensated Care Pool. The audit is also 
reviewing reports and other data relating to patient levels, costs, 
and medical services provided . 

• The OSA is continuing its review of expenditures under Informa
tion Technology (IT) Bond Authorizations, which provide capital 
outlays for the acquisition and upgrade of major information tech
nology systems. This audit will result in a series of reports, one of 
which, a review of four projects funded under IT Bond Bill I , has 
been issued. 



Single Audit of the 
Commonwealth 

Other Audits 

• During fiscal year 2000, 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 to the reports listed in the Appendix on page 86, 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 GovernmentAuditing Standards 

• Report on the Requirements of OMB Circular A-I33 

• Report on the Schedule of Expenditures of Federal 
Awards 
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Information 
Technology Audits 

During the report period, the ~SA's IT Au
dit Division issued four audit reports detail
ing strengths and weaknesses of internal con
trols within computer-related and certain fi
nancial-related areas. In addition, because of 
the 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 the 
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 can be 
performed in an accurate, complete, and timely manner. This Divi
sion 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, includ
ing disaster recovery and business continuity planning, organization 
and management oflT operations, 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 . 

• Cambridge Housing Authority, while possessing some basic disas
ter recovery plans, needed a more comprehensive Qusiness continu
ity strategy to ensure resumption of mission-critical processing 
within an acceptable time frame should automated systems be 
rendered inoperable. The OSA recommended that Authority man
agement perform a risk analysis and, based on the results of this 
assessment, develop a documented business continuity plan. The 
plan should be re-evaluated annually or upon major changes to user 
requirements or the automated systems. 
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• The Division of Disability Determination Services (DDS) within 
the Massachusetts Rehabilitation Commission needed to imple
ment a formal , tested disaster recovery and business continuity 
plan for restoring, in a timely manner, critical and important busi
ness functions , should its automated systems be rendered inoper
able. DDS had designated the Worcester Social Security District 
Office as the alternate processing site for the Worcester satellite 
office and the Worcester satellite office as the alternate site for the 
Boston office. However, DDS had not performed a risk analysis of 
its systems or a test of actual processing at these sites. Without 
sufficient disaster recovery and contingency planning, long-term 
loss of DDS computer operations could hinder processing of disabil
ity claims and thus delay benefits to disabled clients. 

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
tures, 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 . 

• The Division of Disability Determination Services (DDS) needed to 
improve internal control procedures for the proper accounting of its 
computer software and for assuring that only authorized software 
is installed on its computer systems. Specifically, while software 
purchased between 1995 and 1997 was documented on in-house 
records, it was not recorded on the entity's master inventory record. 
In addition, DDS did not maintain a list of software packages 
authorized for use and did not implement controls to prevent or 
detect the installation or use of illegal copies of licensed software . 
As a result, DDS could not be assured that its software assets were 
adequately protected or that illegal copies of software would be 
detected and removed from its computers. 
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The year 2000 issue stems from a problem contained in most 
business application systems, system utilities, and operating systems 
software developed over the past 30 years. Typically, the software 
program uses only two digits to specify the year in the date field. 
Consequently, when the date becomes January 1, 2000, if not modi
fied, these systems will be unable to recognize the change in century 
and will assume that the year is 1900. All agencies should be address
ing this potentially critical problem. 

• Cambridge Housing Authority had not performed a comprehensive 
assessment of the impact of the year 2000 date problem on its 
automated systems or developed implementation plans for achiev
ing compliance. Authority officials had not taken action regarding 
year 2000 because they assumed that software vendors could make 
any necessary changes for them. However, until an assessment is 
made, the Authority cannot know what modifications to or replace
ment of existing systems may be necessary and cannot be assured 
that mission-critical systems will be available in the year 2000 . 

• The Dr. John C. Corrigan Mental Health Center's management was 
aware of the year 2000 computer date issue, but no plan had been 
developed by the Center or the Department of Mental Health to 
ensure that information technology systems would be year 2000 
compliant. 
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Financial-Related Issues 

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

• The Division of Disability Determination Services (DDS) , contrary 
to state regulations, used funds appropriated for fiscal year 1995 to 
pay for a significant portion of IT-related goods and services that 
were not delivered to the Division until fiscal year 1996. As a 
result, financial information reported by DDS to the Office of the 
State Comptroller as part of year-end accounting and recording of 
the Commonwealth's revenues was incorrect. 

• The Dr. John C. Corrigan Mental Health Center needed to improve 
procedures for managing its patient fund accounts. Specifically, 
$25,773 of unclaimed funds that should have been remitted to the 
Office of the State Treasurer as abandoned property was being held 
in patient fund bank accounts. Of this amount, all of which was 
unclaimed for seven or more years, $17,275 was being held for 18 
clients who were deceased and $8,498 was being held for 28 pa
tients who had been discharged. The audit also noted that the 
Center dio. not attempt to notify former patients or the relatives of 
deceased patients that funds from these accounts might be owed to 
them. In addition, the Center was not transferring all individual 
client balances in excess of $1,000 from its aggregate checking 
account to individual interest-bearing accounts. More active moni
toring of patient accounts would yield higher interest earnings for 
some patients, increase the likelihood that patients would be appro
priately reimbursed upon discharge, and improve the process for 
forwarding abandoned patient funds to the State Treasurer. 

• The Dr. John C. Corrigan Mental Health Center allowed one person 
to record canteen fund receipt and disbursement transactions and 
also to maintain the checkbook and prepare the bank reconciliation 
for these transactions. When this lack of segregation of duties was 
pointed out, Center management promptly acted to assure that one 
employee would not be responsible for all aspects of canteen fund 
financial transactions. 



Inadequate 
Controls over 
Property and 
Equipment 

Information Technology Audits 

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

• Cambridge Housing Authority did not have adequate controls in 
place to ensure that its inventory records were current, accurate, 
and complete. The audit noted that not all items could be located 
and that a significant number of fixed assets were not included on 
inventory records. Further, there was insufficient evidence that an 
annual physical inventory had been performed or that items listed 
on inventory records were being periodically reconciled to the 
physical inventory. Finally, asset valuations were not recorded for 
all property items, and variances existed between valuations on 
individual inventory lists and other in-house accounting records. 
As a result, the Authority could not be assured that its fixed assets 
were adequately protected or accurately reported on financial state
ments. 

• The Division of Disability Determination Services (DDS), while 
performing an annual physical inventory at the close of fiscal year 
1996, did not reconcile the physical inventory to its perpetual in
ventory record and did not accurately record the valuation of each 
property item. The audit disclosed that approximately $358,700 
(71 %) of property and equipment purchased in fiscal years 1995 and 
1996 was not listed on the inventory record. As a result, DDS was 
hindered from detecting lost or stolen items and could not ensure 
that its property was adequately safeguarded or accurately reo 
ported on its financial statements. 

• The Dr. John C. Corrigan Mental Health Center needed to improve 
procedures for fixed-asset relocation, including a more timely noti
fication to the asset manager when equipment was moved. Based 
on a statistical audit test, 29 items of equipment were in the 
location indicated on the master inventory listing, while 41 items of 
equipment were not at their designated location and, consequently, 
were not adequately protected against loss, theft, and misuse. 
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Special Audit Section 

Follow-Up Report: 
Statewide Year 
2000 Assessment 
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The IT Audit Division completed a follow-up review of the pre
paredness of the Commonwealth to address the year 2000 computer 
date issue. The prior report was released in February 1998. The 
Phase 2 survey addressed the extent to which state agencies and 
Authorities had progressed in their efforts to assess the impact of year 
2000 on their automated systems and technology and to take steps to 
achieve year 2000 compliance for its mission-critical and essential 
information systems. The year 2000 issue derives from the fact that, 
to conserve electronic data storage space, nearly all computer systems 
have used two digits to represent 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 func
tions 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 mana
gerial readiness, planning, and remedial action efforts to address the 
year 2000 problem are summarized below . 

• The Commonwealth, while making substantial progress in its year 
2000 efforts, still could not be assured that all mission-critical and 
essential functions would be operational when impacted by year 
2000-related dates. Significant progress was made in the area of 
awareness, and an increasing number of state entities had com
pleted IT inventories and impact assessments. Of these entities, 
most also had initiated some level of remediation work. However, 
even these agencies, for the most part, had not completed 
remediation steps or initiated year 2000-related testing. Most 
agencies, therefore, were facing tight time frames and other poten
tial difficulties, such as the possibility that technology or equip
ment might not operate correctly when required to work in concert 
with other systems. In addition, the majority of entities had not 
developed workable contingency plans. Lastly, the audit noted 
concern regarding those entities, including the Administrative Of
fice of the Trial Court, that did not provide detailed year 2000 
status information . 

• Sixty (27%) ofthe 226 respondents had documented year 2000 plans 
that were approved by senior management. Although this repre
sented an improvement over the 5% of responding entities in the 
earlier survey, the extent of documented and approved plans re
mained low. The Phase 2 survey also noted a lack of awareness of 
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critical dates other than January 1, 2000 and a continued inad
equate understanding that the impact of year 2000 issues must be 
evaluated for the entire IT environment, including all automated 
systems and technology supported operations. Lack of awareness of 
critical millenium dates, such as fiscal year start dates that project 
into year 2000, and insufficient information regarding which types 
of technology might be impacted by year 2000, was continuing to 
hinder many entities from formulating appropriate corrective ac
tion plans. 

• Potential problems in the areas of responsibilies and accountability 
for ensuring that IT systems are year 2000 compliant were noted. 
Specifically, certain agencies lacked sufficient management, staff, 
or other resources to adequately assess, plan, and implement year 
2000 solutions. In addition, individuals assigned responsibility for 
addressing year 2000 compliance, often Management Information 
System or Information Technology directors, potentially lacked au
thority to carry out all necessary remediation responsibilities or to 
define overall organizational priorities. The audit recommended 
that final responsibility for year 2000 activities should be assigned 
at a senior executive level and that, where possible, year 2000 
project teams should be established. 

• The Year 2000 Project Management Office (PMO) within the 
Commonwealth's Information Technology Division was performing 
well in obtaining an overview of the state's year 2000 efforts, in 
heightening awareness of year 2000 issues, in providing guidance 
and training, and in assisting with obtaining necessary resources . 
However, certain oversight controls needed to be strengthened and 
expanded. Most notably, only Commonwealth entities under the 
jurisdiction of the Executive Office for Administration and Finance 
were required to adhere to PMO policy guidelines, a matter that 
needed to be addressed legislatively. In addition, to improve the 
integrity of entity reporting on year 2000 issues, PMO needed to 
establish a method to verify and validate entity-reported informa
tion. The PMO also needed to ensure that all mission-critical and 
essential systems were being tracked. 

• The Phase 2 survey includes a comprehensive set of recommenda
tions in the areas of awareness, assessment, accountability, contin
gency planning, system modification, testing, legal implications, 
and other internal control, funding, and management issues. These 
recommendations are found in the Survey Results section of the 
review and are also listed in Appendix 4, under subheadings to 
assist the reader in cross-referencing to the text. 

65 



Information Technology Audits 

Prior Audit Results: Corrective Actions 

The Dr. John C. 
Corrigan Mental 
Health Center 
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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 Center has improved its management of billing and receivable 
functions, particularly with respect to partial hospital charges, 
certain rate adjustments, account reconciliations, and timeliness of 
billings. The Center's microcomputer software, which was previ
ously unable to process certain aspects of the billing system, has 
been adequately upgraded . 

• The Center is now properly storing critical and important applica
tion software and data at an off-site location. In addition, adminis
trators have developed a written disaster recovery plan. 
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The following are ongoing initiatives of the IT Audit Division . 

• The IT Audit Division has completed a follow-up survey (detailed in 
the current Semi-Annual Report) based on the results of its report 
of February 1998 on the status of the Commonwealth's prepared
ness for addressing the year 2000 computer date issue. Review and 
assessment work is continuing, as is assistance to the state's Infor
mation Technology Division in focusing the efforts and resources at 
key agencies on business viability and contingency planning as 
they relate to year 2000 date issues . 

• The IT Audit Division is continuing the process of implementing 
COBIT standards for IT audits. These standards, developed by the 
Information System 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 to assess the control environment at 
agencies where thefts or shortages have oc
curred, and to confirm the amount of funds 
missing. Enforcement activities during this 
report period, including agreements for resti
tution of funds , are detailed below. 



Enforcement Assurance 

Review Results 

Comprehensive 
Mental Health 
Systems, Inc. 

Granby Housing 
Authority 

Hatfield Housing 
Authority 

• The OSA referred to the Office of the Attorney General its finding 
that Comprehensive Mental Health Systems, Inc., entered into a 
realty agreement with a third party that provided unallowable 
related·party financial benefits. Under this agreement, which al
lowed for activities that did not comply with strict reimbursement 
restrictions on related-party transactions , Comprehensive Mental 
Health Systems, Inc., billed and was reimbursed for $16,970 in 
unallowable capital expenses. As of December 1998, the entity was 
working with the Department of Mental Retardation to establish a 
corrective action plan. The OSA recommended recovery of $30,772, 
which included excess funds received by the entity in addition to 
the unallowable related-party transaction reimbursements,. 

• The OSA referred to the Department of Housing and Community 
Development and the Northwestern District Attorney's Office its 
finding that inadequate controls over Authority programs created 
conditions in which the misuse offunds occurred. Specifically, the 
former Executive Director unilaterally controlled several of the 
financial functions of the Authority's programs, which allowed her 
to divert to her own use $9,550 in rental payments. Of this amount, 
the Authority had recovered $7,486 as of the close of the audit 
period. 

Subsequently, the Executive Director pleaded to facts sufficient to 
warrant a guilty finding to the charge of theft of rents from elderly 
tenants. She was ordered to repay the remainder of the missing 
funds and not be employed in a job where she has custody of money 
without first reporting to the probation department. 

• The OSA referred to the Enforcement Division of the State Ethics 
Commission a potential conflict of interest involving real estate 
transactions by officials at the Hatfield Housing Authority. The 
Executive Director of the Authority had notified the Department of 
Housing and Community Development that, although he and the 
Authority's board Chairman were working together on real estate 
transactions, "none of these dealings involve the Hatfield Housing 
[Authority] in any manner." However, it came to the attention of 
OSA auditors that these real estate transactions may have included 
the home sales of people who already were or soon would be Author
ity tenants, a questionable activity requiring further review. 
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Integra, Inc. 
(Integra) 

Massachusetts 
Bay Community 
College 
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• The OSA referred to the Office of the Attorney General the results 
of its audit ofIntegra, Inc., a nonprofit human service organization 
that, on November 14, 1997, subsequent to the end of audit field
work, ceased its operations and began liquidating its assets . 
Integra had serious internal control deficiencies, as well as issues of 
unallowable billings and expenditures. These involvedundocu
mented payroll expenses, unreported compensation, questionable 
vehicle and other travel-related expenses, questionable loans, inap
propriate and undisclosed related-party transactions, and unrea
sonable interest expenses. The OSA recommended recovery by 
state agencies of $530,000 in unallowable or undocumented costs 
charged to state contracts and $14,000 in state-owned equipment. 

• The OSA referred to the Office of the Attorney General and to other 
state and federal law enforcement officials its findings of possible 
serious noncompliance by Massachusetts Bay Community College 
with laws regarding contract employees. This noncompliance in
volved violations of state prevailing wage laws, which resulted in 
contract employees being underpaid a total of $15 ,671 , and the 
possible employment of a significant number of contract employees 
who were not authorized to work in the United States. 



Enforcement Assurance 

Repayments and Restitutions 

Community 
Outreach for 
Reconciliaton and 
Empowerment, 
Inc. (CORE) 

• The OSA, in August 1995, referred to the Attorney General audit 
results citing serious fiscal mismanagement, including undocu
mented and, in some instances, double payments made to CORE's 
Executive Director, as well as highly questionable building renova
tion expenditures. The OSA questioned the reasonableness, appro
priateness, and allow ability of $42,186 in payments to CORE's 
Executive Director and $105,629 in renovation expenditures. 

CORE subsequently merged with Spectrum Addiction Services, 
which assumed all of CORE's liabilities. Pursuant to an agreement 
with the Office of the Attorney General, $157,000 was repaid to the 
Commonwealth. 
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Division of 
Local Mandates 

The Division of Local Mandates (DLM) 
was established by Proposition 2 'l2 to deter
mine 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 
if locally 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 
General Court, DLM reviews thousands of 
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bills, prepares preliminary costs studies, and 
contacts members of the Legislature to make 
them aware ofthe 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. This 
statute is codified as Section 6B of Chapter 11 
of the General Laws. Chapter 126 reviews 
include cost-benefit analyses and recommen
dations to the General Court. 

Through these functioris, 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. 

The following highlights samples of this 
work during the reporting period. 
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Legislative Studies and Mandate Determinations 

House 3949 

74 

Taxation of Certain Limited Liability Companies (LLCs) 

At the request of Representative Harriet Stanley, DLM reviewed 
the above-captioned bill. In relevant part, the Local Mandate Law 
provides that any post-1980 law "granting or increasing exemptions 
from local taxation" will be subject to local acceptance, unless the 
Commonwealth pays each community for any resulting loss of tax 
revenue. As explained below, DLM concluded that the Local Mandate 
Law would not apply to the provisions of this bill, if not for the final 
section imposing potential retroactive municipal liability. 

For LLCs engaged in manufacturing, House 3949 would make 
effective statewide exemptions from personal property taxation that 
are presently available only in cities and towns that voted to grant 
the exemptions. That is, a local option provision would become man
datory statewide. In general terms, the Local Mandate Law would 
not apply to this change because it would not directly result in a loss 
of taxes in any community where a manufacturing LLC is presently 
located. These cities and towns could shift the exempted tax burden 
to other taxpayers, thereby raising the same amount of revenue . 
Communities that currently host no manufacturing LLCs have never 
collected this tax revenue , and therefore would not experience a 
future loss of revenue. 

However, the mandate problem does arise concerning the retroac
tive application of this personal property tax exemption in cities and 
towns that did not vote to accept the current law. Section 6 of House 
3949 would require these communities to refund personal property 
taxes collected from existing manufacturing LLCs from fiscal year 
1997 to the present. For these communities, this requirement would 
result in a loss of local revenue, triggering the state reimbursement 
provisions of the Local Mandate Law. DLM advised that deleting 
Section 6 of the bill would remedy any potential mandate problem. 

Result: House 3949 was passed to be engrossed by the House of 
Representatives, but failed approval by the Senate. 



Chapter 47 
Acts of 1997 

Division of Local Mandates 

Uncompensated Care Pool Surcharge Assessments 

DLM responded to the request of Senator Michael W. Morrissey for 
an opinion as to whether the Local Mandate Law applies to the above
captioned law. In relevant part, Chapter 47 requires "surcharge 
payers" (generally private insurers and third party administrators for 
self-insured entities) to make periodic payments to the State Division 
of Health Care Finance and Policy. In turn, surcharge payers are 
passing these costs on to their clients, including cities and towns that 
provide health insurance benefits for their employees. The purpose of 
these surcharges is to provide a measure of relief to certain hospitals 
and ambulatory centers that had previously supported this pool to 
fund health services for underinsured and uninsured persons. As a 

. result, a number of cities and towns experienced increases in the cost 
of providing employee insurance programs. 

Even though Chapter 47 resulted in increased costs for these com
munities, DLM concluded that the Local Mandate Law did not apply 
in this case. This conclusion was based upon Supreme Judicial Court 
precedent indicating 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. Moreover, since 
the long-term result of Chapter 47 should be a reduction in hospital 
rates, these reduced costs should offset the surcharge expenses over 
time. 

In response to earlier petitions by a number of cities and towns, the 
Auditor wrote to the Chairmen of the Joint Committee on Health 
Care, requesting support for financial relief from Uncompensated 
Care Pool surcharges for municipal employers. 
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Veterans' Agent 
Training Costs 
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On behalf of the Town of Athol, Senator Stephen M. Brewer and 
Representative Stephen Kulik requested an opinion as to whether the 
Local Mandate Law applies to costs of sending veterans' agents to 
training programs. 

DLM determined that the Legislature had provided for reimburs
ing cities and towns through line item 1410-0400 pursuant to Section 
355 of the fiscal year 1999 state budget. Therefore, rather than being 
an unfunded mandate, the problem was with the timeliness of the 
state's reimbursement. Section 355 provides (in part) as follows: 
"Upon successful participation by such veterans' agent or director of 
veterans' services in such training program, the costs of such training 
program incurred by the several cities and towns shall be paid by the 
commonwealth on or before November 10 in the year after such 
expenditures." 

Since this language did not appear to prohibit up-front funding for 
these training costs, DLM contacted the Department of Veterans' 
Services to advocate a more timely reimbursement process. 
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Fiscal Impact Reviews 

A Review of 
Property Tax 
Exemptions 
for the Elderly 

During the reporting period, DLM released a study evaluating the 
financial impact of property tax exemptions on senior citizens and on 
the cities and towns of Massachusetts . This work was conducted 
pursuant to Section 6B of Chapter 11 of the General Laws, which 
authorizes the State Auditor to review any law having a significant 
impact on municipal finances, and to report resulting recommenda
tions to the General Court. 

Through this study, DLM found that state reimbursement to com
munities for this important tax break for income-eligible elderly 
homeowners has been capped at $500 per exemption for the past 20 
years. As a result, 26 municipalities have determined that they need 
to provide a voluntary, unreimbursed exemption to supplement the 
$500 reimbursable exemption authorized by state law. Also, 117 
municipalities provide almost 2,400 exemptions without any reim
bursement because the state's reimbursement responsibility is 
capped by statute . The combined impact on cities and towns is $2.2 
million. 

The report recommends that the Legislature increase the amount 
of the property tax exemption for elders to account for inflation, and 
that state reimbursement to municipalities be increased accordingly, 
as required by the Local Mandate Law. DLM also recommended an 
increase in the out-of-date financial eligibility criteria for elderly 
exemptions. Although the implementation of these recommendations 
would require a substantial increase in state reimbursemehts , the 
state appropriation for this important purpose has not increased since 

. fiscal year 1987, and is overdue according to our analysis. DLM also 
recommended repeal of the provision capping the number of exemp
tions subject to state reimbursement. 

This report includes an overview of the legislative history of the 
property tax exemption for senior citizens as provided by Chapter 59, 
Section 5, Clause 41, MGLs, and its local option successors, Clauses 
41B and 41C. It also provides an analysis showing the impact of 
inflation on this exemption and its eligibility thresholds. Also in
cluded are appendices that provide for statistical review and compari
son of exemptions granted in each city and town, and a review of the 
financial impact of unreimbursed exemptions on cities and towns. 
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A Review of the 
Clean Environment 
Fund 
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This review of the Clean Environment Fund (CEF) was completed 
as follow-up to a 1996 report issued by DLM concerning this fund and 
the significant cost impact of recycling and solid waste programs on 
Massachusetts municipalities. 

The Clean Environment Fund was established by the General 
Court to hold abandoned bottle bill deposits for the support of recy
cling, composting, solid waste reduction, and bottle bill-related pro
grams. Of nearly $100 million in CEF revenue collected from fiscal 
year 1990 to fiscal year 1998, less than $30 million had been expended 
on these solid waste management programs. While CEF spending 
increased since fiscal year 1996, with almost all new money dedicated 
to recycling programs, environmental agency spending not directly 
related to recycling and solid waste still represented 65% of $19.5 
million in CEF spending in fiscal year 1998, while recycling projects 
were limited to 35%. Furthermore, the municipal grant component of 
CEF recycling spending was $3.5 million in fiscal year 1998, just 18% 
of fiscal year 1998 CEF expenditures. 

Subject to appropriation, Clean Environment Fund revenue is to be 
used exclusively for solid waste management, with specific propor
tions earmarked to providing support for recycling, composting, solid 
waste source reduction, and other environmental programs related to 
the Bottle Bill. However, instead of receiving up to $100 million 
available from the Clean Environment Fund, only $30 million has 
been used to stimulate and support recycling and other innovative 
solid waste programs. 

Other Department of Environmental Protection (DEP) programs 
have benefited from $70 million in CEF revenue. The Hazardous 
Waste Site Cleanup Oversight Program has been the main benefi
ciary. CEF pays the largest share of this DEP agency's budget. 
However, the CEF funding provided to the Hazardous Waste Site and 
other programs at DEP during the 1990s has severely limited the 
state assistance available to cities and towns during a critical recy
cling development period. 

In prior reports, DLM has recommended an increase in CEF appro
priations for recycling programs. In a 1996 report, "The Clean 
Environment Fund and its Impact on State and Local Government," 
DLM recommended that the Executive Office of Environmental Af
fairs (EOEA) prepare a plan to begin to replace the CEF contribution 
to DEP's Hazardous Waste Site Program with increased contributions 
from other funds. Further, the report recommended that the CEF 
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contribution to the Hazardous Waste Office ($7.9 million in fiscal year 
1996) be reallocated to the municipal recycling and solid waste grant 
program. Full implementation of this recommendation would return 
abandoned deposit spending to the purposes originally intended by 
the legislation that created the Clean Environment Fund, provide 
needed assistance to cities and towns, and help the state reach its 
recycling goals. 

The Legislature adopted a similar recommendation through the 
fiscal year 1998 state budget approved in July 1997. Section 291 of 
Chapter 43 of the Acts of 1997 required EOEA and DEP to prepare a 
report, to be funded by CEF, on several aspects of recycling economics, 
including a projection of the sources and uses of Clean Environment 
Fund revenue for fiscal years 1998 through 2000. The CEF section of 

. the report was also to include " . .. recommendations on ensuring that 
said Fund exclusively supports the achievement of the goals in-the 
Solid Waste Master Plan." The report was to be filed with the Legisla
ture by April 1, 1998. EOEA and DEP completed other sections of the 
report required by Section 291, but the CEF component had not been 
submitted as of September 28, 1998. Section 291 confirms the 
Legislature's commitment to directing CEF revenue to recycling pro
grams, but to do so without weakening other important environmen
tal programs. EOEA's lack of response on this requirement in the 
fiscal year 1998 budget represents a delay in progress toward return
ing CEF to its original intent. DLM recommended that EOEA submit 
the CEF component of the report called for by Section 291 to the 
Legislature as soon as possible. 
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Office of the State 
Auditor Legislative 
Agenda 

This section contains a summary ofinitia
tives developed and filed by the OSA for the 
1999 legislative session. OSA bills either di
rectly affect the OSA or address significant 
audit results and therefore complement audit 
recommendations by suggesting systemic im
provements. 



House 3 

House 4 

Legislative Agenda 

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

This bill would clarify language in the enabling statute of the OSA, 
which is meant to guarantee the State Auditor access to all records 
and documents pertinent to an ongoing audit. Under this legislation, 
the OSA would be authorized to issue a subpoena for the production of 
records to an auditee who refused repeated oral and written requests 
to make these materials available for review. This limited subpoena 
authority, which has already been granted to the House and Senate 
Post Audit Committees, the Inspector General's Office, and the Bu
reau of Accounts, is a valuable discretionary tool for improving the 
effectiveness and timeliness of the audit process. 

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 4 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 reimbursement of legal costs incurred by a mu
nicipality in a successful mandate challenge and authorize courts to 
grant an interim exemption from compliance. This bill would update 
the Local Mandate Law and establish a more useful standard for 
responding to local mandate issues. 

81 



Legislative Agenda 

House 5 

House 6 

82 

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

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

An Act Authorizing the State Auditor to Audit the 
G,eneral Court 

This bill would authorize the OSA to audit legislative accounts as 
part of its statutory mandate. It is unclear under existing statutory 
authority whether the OSA can audit the Legislature's books. Enact
ment of House 6 would clarify this matter. 



House 7 

Legislative Agenda 

An Act Providing for Review of Agency Fiscal Effect 
Statements by the State Auditor 

This bill would amend Sections 2 and 3 of Chapter 30A, MGLs, by 
adding the State Auditor's Division of Local Mandates (DLM) to the 
listing of agencies to be notified of an upcoming hearing for any 
proposed regulation that may result in increased expenditures by a 
city, town, regional school district, or educational collaborative. It 
would also provide that the fiscal effect statement currently required 
by Section 5 of Chapter 30A related to the impact of proposed regula
tory changes on municipalities and educational entities be filed with 
DLM. Finally, the bill would require DLM to review these fiscal effect 
statements for adequacy and forward comments, if any, to the agency, 

. the Secretary of State, and the Governor within 21 days. House 7 
would enhance the integrity of the fiscal effect process and ensure 
that the financial impact of proposed regulations on cities and towns 
is carefully considered within the current administrative process. 
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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 employees, and schools or 
colleges, chartered or otherwise authorized 
by the Commonwealth, are exempt from the 
mandate of the statutes. These consumer 
protection statutes were enacted to ensure 
that private occupational schools are both 
financially and academically qualified to op
erate in Massachusetts. 

Prior to licensure or registration by the 
Department of Education, all such non-de
gree-granting business, trade, and corre
spondence schools are required to submit fi
nancial statements to the OSA. This infor
mation is evaluated to determine the sol
vency of each applicant. Those schools de
termined to be financially qualified for 
licensure or registration must then secure 
tuition protection in 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 
155 active private occupational schools finan
cially certified for Massachusetts licensure or 
registration. During the six-months ended 
December 31, 1998, the OSA performed 67 
financial evaluations. Thirteen schools repre
sented first-time applicants and 54 reviews 
covered renewal applications. Ten 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 AC/industrial 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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Appendix 

Audit Reports 
Issued 



Education Audits 

AUDIT 

1. Massachusetts Bay Community College 

2. Standardized Accounting and Reporting 

Procedures for Massachusetts Charter Schools 

3. State College and University Compliance 

With Admission Standards and Remedial 

Education Enrollment Policies 

Audit Reports Issued 

ISSUE 
DATE 

08/11/98 

10/30/98 

11/09/98 

AUDIT 
NUMBER 

96-5196-3 

99-4080-9 

99-5068-3 
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Audit Reports Issued 

Human Services Audits 

AUDIT 

1. Citizens for Citizens, Inc. 

2. Comprehensive Mental 

Health Systems, Inc. 
3. Department of Mental Health: 

Metro Boston Area Office 
4. Department of Mental Health: 

Metro Suburban Area Office 
5. Department of Mental Retardation's 

Quality Enhancement Survey Tool (QUEST) 
6. Department of Mental Retardation 

Region V (Southeast Region) 
7. Division of Disability 

Determination Services 
8. Dr. John C. Corrigan 

Mental Health Center 
9. Hampshire Community 

Action Commission, Inc. 

10. Integra, Inc. 

11. Plymouth Area Coalition for the Homeless, Inc. 
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ISSUE 
DATE 

08/25/98 

08/28/98 

12/28/98 

08/28/98 

08/26/98 

12/28/98 

11/25/98 

12/21/98 

10/13/98 

10/13/98 

10/28/98 

AUDIT 
NUMBER 

98-4233-3 

96-6002-9 

98-5242-2 

98-5241-2 

96-4051-3 

97-1405-2 

97-0055-4C 

98-0251-4C 

98-4010-3 

96-4368-3 

97-4374-3 



Independent Authority Audits 

AUDIT 

1. Lawrence Redevelopment Authority 

2. Masachusetts Bay Transportation 

Authority-Certain Elevator and 

Escalator Activities 

3. Massachusetts Bay Transportation 

Authority- Certain Commmuter Rail Activities 

4. Massachusetts Port Authority's 
Construction and Use of the Bird Island Flats 

Garage at Logan International Airport 

5. Massachusetts Port Authority: Joint Asset 

Assessment Study of the Metropolitan 

Highway System 

6. Massachusetts Water Resources Authority: 

PeriniJEastern Joint Venture 

7. Massachusetts Water Resources Authority: 

PeriniJEastern Joint Venture !Wm Gens 
& SonINorfolk Electric (Subcontractor) 

8. Massachusetts Water Resources Authority: 

PeriniJEastern Joint Venture/Gibbs-McAlister 

(Subcontractor) 

9. Massachusetts Water Resources Authority: 
PeriniJEastern Joint Venture/JWP Mechanical 

Services/J. C. Higgins Corporation, 

(Subcontractor) 

10. Merimack Valley Regional Transit Authority 

Audit Reports Issued 

ISSUE 
DATE 

12/28/98 

10/27/98 

10/26/98 

10/21/98 

07/28/98 

07/31198 

07/31198 

07/31/98 

07/31198 

09/16/98 

AUDIT 
NUMBER 

97-6001-9 

97-0583-3 

97-5583-3 

97-6508-3 

98-6508-2 

96-3079-2 

97-3053-2 

97 -3052-2(1) 

97 -3052-2(2) 

98-0496-2 
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Audit Reports Issued 

Local Housing Authority Audits 

AUDIT 

1. Barre Housing Authority 

2. Brimfield Housing Authority 

3. Cambridge Housing Authority 

4. Canton Housing Authority 

5. Chelmsford Housing Authority 

6. Dalton Housing Authority 

7. Dracut Housing Authority 

8 . East Bridgewater Housing Authority 

9. Easthampton Housing Authority 

10. Foxborough Housing Authority 

11. Franklin Housing Authority 

12. Granby Housing Authority 

13. Hampden Housing Authority 

14. Hatfield Housing Authority 

15. Holden Housing Authority 

16. Holliston Housing Authority 

17. Holyoke Housing Authority 

18. Hopkinton Housing Authority 

19. Kingston Housing Authority 

20. Lancaster Housing Authority 

21. Methuen Housing Authority 

22. Newburyport Housing Authority 

23. Raynham Housing Authority 

24. Shelburne Housing Authority 

25. Shrewsbury Housing Authority 

26. Somerset Housing Authority 

27. Somerville Housing Authority 

28. Sutton Housing Authority 

29. Topsfield Housing Authority 

30. Walpole Housing Authority 

31. Wareham Housing Authority 

32 . Whitman Housing Authority 
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ISSUE 
DATE 

10/30/98 

10/30/98 

11/25/98 

11/23/98 

09/29/98 

10/15/98 

10/30/98 

10/09/98 

07/28/98 

11/23/98 

10/22/98 

07/31198 

12/23/98 

10/16/98 

09/16/98 

10/30/98 

07/28/98 

09/16/98 

07/28/98 

10/30/98 

10/22/98 

07/28/98 

07/30/98 

09/29/98 

09/29/98 

12/23/98 

11/23/98 

07/28/98 

09/23/98 

12/17/98 

10/28/98 

10/09/98 

AUDIT 
NUMBER 

98-0607-3 

98-0858-3 

98-0626-4C 

99-0628-3 

99-0630-3 

98-0638-3 

98-0843-3 

99-0645-3 

98-0646-3 

99-0657-3 

99-0660-3 

98-0667-3 

98-0842-3 

98-0672-3 

99-0676-3 

99-0677-3 

98-0678-3 

99-0681-3 

98-0686-3 

99-0687-3 

99-0718-3 

98-0734-3 

98-0903-3 

99-0879-3 

99-0776-3 

99-0777-3 · 

99-0778-3 

98-0791-3 

98-0859-3 

99-0800-3 

98-0803-3 

99-0817-3 



Single Audits of State-Administered 
Federal and State Programs 

AUDIT 

1. Abington Housing Authority 

2. Acton Housing Authority 

3. Adams Housing Authority 

4. Arlington Housing Authority 

5. Avon Housing Authority 

6. Belmont Housing Authority 

7. Bridgewater Housing Authority 

8. Chelsea Housing Authority 

9. Chicopee Housing Authority 

10. Clinton Housing Authority 

11. Concord Housing Authority 

12. Danvers Housing Authority 

13. Dartmouth Housing Authority 

14. Dedham Housing Authority 

15. Everett Housing Authority 

16. Fall River Housing Authority 

17. Falmouth Housing Authority 

18. Fitchburg Housing Authority 

19. Gardner Housing Authority 

20. Holbrook Housing Authority 

21. Hudson Housing Authority 

22. Lynn Housing Authority 

23. Malden Housing Authority 

24. Mansfield Housing Authority 

25. Melrose Housing Authority 

26. Milford Housing Authority 

27. Milford Housing Authority 

28. Milton Housing Authority 

29. Natick Housing Authority 

30. Oxford Housing Authority 

31. Pittsfield Housing Authority 

32. Revere Housing Authority 

33. Rockport Housing Authority 

34. Salem Housing Authority 

35. Salisbury Housing Authority 

36. Stoughton Housing Authority 

37. Stow Housing Authority 

38. Wakefield Housing Authority 

Audit Reports Issued 

ISSUE 
DATE 

11/30/98 

12/22/98 

07/30/98 

11/24/98 

07/29/98 

08/26/98 

11124/98 

11/30/98 

07/30/98 

08/26/98 

08/26/98 

07/29/98 

07/29/98 

07/30/98 

10/29/98 

11124/98 

07/29198 

12/17/98 

09/28/98 

10/29/98 

09/25/98 

09/22/98 

11/10/98 

09/28/98 

11/24/98 

11/10/98 

11/10/98 

12/17/98 

12/22/98 

07/31/98 

07/30/98 

08/26/98 

08/26/98 

09/28/98 

12/17/98 

09/28/98 

12/22/98 

07/29/98 

AUDIT 
NUMBER 

98-3007-8 

99-3004-8 

98-3055-8 

98-3066-8 

98-3031-8 

98-3004-8 

98-3077-8 

98-3067-8 

98-3056-8 

98-3054-8 

98-3076-8 

98-3050-8 

98-3051-8 

98-3059-8 

98-3073-8 

99-3011-8 

98-3044-8 

98-3009-8 

98-3046-8 

98-3011 -8 

98-3070-8 

98-3043-8 

98-3005-8 

98-3012-8 

98-3006-8 

98-3047-8 

98-3081-8 

99-3001-8 

98-3016-8 

98-3072-8 

98-3042-8 

98-3041-8 

98-3061-8 

98-3062-8 

98-3074-8 

98-3010-8 

98-3071-1 

98-3048-8 
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Audit Reports Issued 

AUDIT 

39 . Ware Housing Authority 

40. Watertown Housing Authority 

41. Wayland Housing Authority 

42. Westfield .Housing Authority 

43. Winchendon Housing Authority 

44. Worcester Housing Authority 
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ISSUE 
DATE 

09/25/98 

12/22/98 

08/26/98 

11124/98 

11/24/98 

08/26/98 

AUDIT 
NUMBER 

98-3063-8 

98-3079-8 

98-3015-8 

98-3075-8 

98-3069-8 

98-3064-8 



- Other Aud~ts 

AUDIT 

1. Appellate Tax Board 

2. Central Arteryl Third Harbor 

Tunnel Project -Oversight 

Coordination Commission 

3. Central Arterytfhird Harbor 

Tunnel Project: Wrap-Up Insurance Program 

4. Certain Activities Regarding the 

Commmonwealth's Bottle Bill Statute 

5. Corporation for Business, Work 

& Learning 

6. Department of Medical Security 

7. Mass.Highway Department's Oversight 

of Design and Construction Activities Relating 

to the Interface Between the Land and Water 

Tunnels in East Boston 

8 . Metropolitan District Commission 

9. Phase 2 Follow-Up Report on the 

Preparedness of the Commonwealth of 

Massachusetts to Address the 

Year 2000 Computer Date Issue 

10. State Auditor's Determination 

of Whether FY1998 Net State Tax Revenues 

Exceeded Allowable Tax Revenues 

11. Financial and Management 

Controls over Bail Funds 

12. Housing Court Department 

13". Nantucket District Court 

Audit Reports Issued 

ISSUE 
DATE 

08/28/98 

08/31198 

09/30/98 

10/19/98 

08/25/98 

08/28/98 

09/30/98 

09/23/98 

10/30/98 

09114198 

10/07198 

12128198 

08/28198 

AUDIT 
NUMBER 

98-0143-2 

99-4071-3 

97-4060-3 

98-5050-3 

98-1326-3 

96-0291 -5 

97-4058-3 

97-4055-3 

99-7055-4Y 

99-5555-2 

97-5049-3 

98-5064-3 

98-1196-2 
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