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

T EL. (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) forthe period January 1, 2000 through 
June 30, 2000. 

This twenty-seventh report continues to present audit results organized by recur
ring findings within sectors of government to highlight systemic problems as well as broad 
areas in need of strengthening. The report also acknowledges within each section cor
rective actions taken by agencies in response to previous OSA audit findings or recom
mendations. Also included are activities of the OSA's Information Technology Audit Divi
sion and the OSA's Division of Local Mandates. Finally, proposed and ongoing initiatives 
are included to inform officials and the publ ic of significant audit activity. 

Of particular interest during this report period are six audits that my office issued 
relative to county government abolition and the transfer of former county functions to the 
Commonwealth. These include three audits of former counties, two audits of registries of 
deeds, and an audit of the Franklin County Sheriff's Office. They are detailed in a section 
dealing with transferred county activities, which begins o.n 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 Com
monwealth 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, over
sight agencies, and the general public with an 
independent evaluation of the various agen
cies, activities, and programs operated by the 
Commonwealth. As mandated by Chapter 11, 
Section 12, of the Massachusetts General 
Laws (MGLs), the State Auditor conducts au~ 
dit work at least once every two years at all 
departments, offices, commissions, health and 
higher education institutions, and agencies of 
the Commonwealth, including its court sys
tem and authorities. Not including special au
dit projects, the number of primary entities 
requiring audit coverage totals approxi
mately 500. The Auditor also performs audits 
of vendors and contractors that do business 
with the Commonwealth and its instrumen
talities. Furthermore, under Chapter 7, Sec
tions 52 through 55, MGLs, the Auditor has 
mandated responsibilities relative to 
privatization initiatives. In addition, the Au
ditor is responsible, under Chapter 11, Sec
tion 6B, MGLs, for the Division of Local Man
dates, which is charged primarily with deter
mining the financial impact oflegislation and 
regulations on cities and towns. 



The OSA conducts financial, performance, 
and Information Technology audits in accor~ 
dance with "Government Auditing Stan
dards" 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. The OSA also offers technical assis
tance where appropriate. In short, the OSA is 
not simply a critic but is an agent, an advo
cate, and a catalyst for improved manage
ment and delivery of government services. 
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Audit Results, 
Recommendations', 
Initiatives, and 
Corrective Actions: 
Overview 

During the report period January 1, 2000 
through June 30, 2000 the Office of the State 
Auditor issued 144 audit reports covering au
thorities, institutions of public higher educa
tion, human service agencies, judiciaryllaw 
enforcement entities, and various other state 
activities. For a complete listing of audit re
ports, see the Appendix on page 104. In these 
reports the OSA disclosed millions of dollars 
in financial and operational deficiencies and 
provided recommendations intended to safe
guard the Commonwealth's assets and to im
prove the effectiveness and efficiency of gov
ernmental operations. 



Each type of entity audited by the OSA is 
governed by particular laws and regulations; 
is required to maintain financial records 
properly; and, of course, is expected to operate 
economically and effectively. OSA audits are 

. not intended to sensationalize, but rather to 
present an accurate appraisal of financial 
management, legal compliance, and, where 
appropriate, program effectiveness and effi
ciency. 

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

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

Chapter 48 of the Acts of 1997 abolished 
Middlesex, Hampden, and Worcester coun
ties; transferred their assets and obligations 
to the Commonwealth; and assigned various 
state agencies responsibility for former 
county functions . Other statutes, including 
Chapter 300 of the Acts of 1998 and Chapter 
127 of the Acts of 1999, clarified certain trans
fer procedures and provided for the abolition 
of additional counties. Audits of all abolished 
counties and the transfer of their assets, li
abilities, and responsibilities have been com
pleted or are in progress. The OSA is also 
conducting a statewide audit of registries of 
deeds and is conducting or has completed au
dits of the sheriffs offices of the abolished 
counties. 

During the current report period, the OSA 
performed three audits of county transfers, 
two audits of registries of deeds, and an audit 
of the Franklin County Sheriffs Office. Re
sults of these reviews are detailed below. (An 
audit of the Middlesex County Transfer, 
which was issued in 1998, is available on line 
or from the OSA at 617-727-2075.) 



Audit Results 

Status of County 
Government 
Transfers 

County Government Abolition and Transfer 

The major objective of the transition reviews of abolished counties 
is to determine the status of the transfer of assets, liabilities, and 
critical functions to the Commonwealth. As noted in all three reviews, 
the transition task force , coordinated by the Executive Office for 
Administration and Finance (EOAF), was effective in identifying and 
resolving major issues and potential problems relating to the transfer 
of former county employees to state payrolls, payments to creditors, 
and preparation of financial statements. 

Our audits determined that, in general, transfers of county govern
ment functions and duties to the Commonwealth were effectively 
carried out by EOAF and other parties mandated to complete the 
transition. The transfer of 858 former Hampden County employees to 
the Commonwealth's payroll and retirement system was completed 
within required time frames. Former county funds and employee 
retirement assets were also appropriately transferred. Two issues still 
pending resolution, however, are discussed below, as is the status of 
the Worcester County Transfer, which resulted in the timely transfer 
of 671 former County employees to the state payroll and retirement 
system, and the status of the Hampshire County Transfer, which 
resulted in a similar timely transfer of 179 employees. The audits did 
note, with respect to all three county transfers, that procedures for 
setting the salaries of elected officials needed to be developed and 
implemented. All three audits also recommended that legislation be 
adopted to require that all former county real property be recorded 
and filed with the appropriate registry of deeds as now belonging to 
the Commonwealth . 

• Hampden County had not maintained a complete and centralized 
list of buildings, land parcels, equipment, vehicles, and roads. 
Moreover, the individual inventory listings that were provided by 
department heads were outdated and incomplete. As a result, there 
was inadequate assurance that all fixed assets were properly safe
guarded, accounted for, and transferred to the Commonwealth. In 
addition, transferred Hampden County employees were contribut
ing 10%, instead of the required 15%, of their health insurance 
premiums. This policy resulted in a "benefit inequity among state 
employees, as well as increased costs to the Commonwealth in fiscal 
year 1999. 
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• Hampshire County retirement assets, totaling $4,631,615, were not 
transferred to the State Retirement Board within 90 days of the 
transfer of its former employees as required. The effective date of 
the transfer of these employees to the Commonwealth was Septem
ber 1, 1998. However, the retirement assets were not forwarded to 
the State Retirement Board until September 13, 1999, a delay of 
nine months beyond the required time frame. In addition, trans
ferred Hampshire County employees were contributing 10%, in
stead of the required 15%, of their health insurance premiums. This 
policy resulted in a benefit inequity among state employees, as well 
as increased costs to the Commonwealth in fiscal year 1999. 

• Hampshire County had not maintained a complete and centralized 
list of buildings, land parcels, equipment, vehicles, and roads. Al
though each county facility or division provided an inventory list
ing of furniture and equipment, records varied in accuracy and 
completeness. In addition, records that were submitted for county
owned land, buildings, and roads were incomplete. As a result, 
there was inadequate assurance that Hampshire County fixed as- • 
sets were properly safeguarded and accurately valued, recorded, 
and transferred. 

• Worcester County funds, totaling $3,206,388, were transferred to 
the Commonwealth during fiscal year 1999. However, as of June 
30, 1999, a balance of $205,784 remained to be transferred to 
Commonwealth accounts. In addition, an issue of $30.6 million in 
unfunded County employee retirement costs remained unresolved, 
although the Secretary of EOAF was performing a review to deter
mine all final liabilities, which are to be recovered from the mem
ber municipalities of the County. 

• Worcester County allowed employ·ees to accrue unlimited vacation 
days and compensatory time, contrary to the County Personnel 
Board's rules and regulations. Although the estimated cost of the 
total compensatory time and excess vacation days was approxi
matelyone million dollars, the transition task force allowed County 
employees to transfer accrued vacation and compensatory time 
earned up to July 1, 1998, and to utilize this time for a one-year 
period, until June 30, 1999. Because the County had not complied 
with its own policies and procedures regarding vacation and com
pensatory time, the audit recommended that the Commonwealth 
consider whether the value of this excess time should be treated as 
County debt to be recovered, like other net liabilities, through 
municipal assessments. 



Activities of 
Registries of 
Deeds 

County Government Abolition and Transfer 

The OSA conducted audits of financial management and compli
ance issues at the Worcester District North and Worcester District 
South registries of deeds for the period July 1, 1998 to June 30, 1999. 
Based on these reviews, the audits concluded that, except for the 
findings discussed below, both registries, during this time period, 
maintained adequate management controls and complied with appli
cable laws, rules, and regulations. Based on information provided by 
the Attorney General's Office and the Executive Office for Adminis
tration and Finance, the OSA also examined certain activities relative 
to Worcester County's Registry of Deeds (Southern District) that took 
place in fiscal year 1998, the year prior to the transfer of Worcester 
County functions to the Commonwealth. Although this issue is re
ported in the audit of the Worcester County Transfer discussed above, 
it is detailed in the first bulleted paragraph that follows since it falls 
into the registry of deeds category . 

• Worcester County's Registry of Deeds (Southern District) paid for 
certain operational expenditures from an account that was not 
established in accordance with Chapter 35, Sections 10 and 11, 
MGLs, which requires the County Treasurer to control and disburse 
all County funds, with the authorization of the County Commis
sioners. As a result, there were no oversight reviews of the activity 
in this account. In addition, Ii review of this Deeds Excise Tax 
Stamp account for the fiscal year ended June 30, 1998 revealed that 
the Register of Deeds did not maintain proper records of deposits 
and expenditures, did not perform bank reconciliations, and did not 
follow required competitive bidding procedures. Furthermore, con
trary to sound business practice, he paid for certain services before 
they had been rendered and allowed administrative assistants to 
sign checks when he was not available. While all checks appeared 
to be for Registry expenses, weak internal controls increased the 
vulnerability of funds in the Deeds Excise Tax Stamp account to 
loss, theft, and misuse. 

9 
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• Worcester District South Registry of Deeds, during the period July 
1,1998 to June 30, 1999, needed to improve certain aspects of its 
internal controls. The Registry did not have a written internal 
control policy, as required by Chapter 647 of the Acts of 1989, the 
Internal Control Statute. Registry officials stated that they had not 
been made aware of the requirements of the Internal Control Stat
ute during transition meetings with Commonwealth officials, and 
that they would take immediate steps to comply with this state 
agency statute. In addition, the Registry did not segregate duties 
when collecting and depositing receipts from five photocopiers used 
by the public. During the fiscal year ended June 30, 1999 one 
employee was responsible for collecting and counting cash, as well 
as for preparing bank deposit slips for the cash-operated photocopi
ers. Although the audit disclosed no shortages or other problems 
with the $154,382 in copy machine revenue, sound internal controls 
advocate that cash transaction duties be separated so that the work 
of one employee can act as a check on another. Finally, billing 
information for copying services performed for clients, a service 
separate from public use of the cash-operated copy machines, was . 
discarded after payment was received and funds were deposited. 
The audit recommended that original back-up information should 
be maintained for at least one year in order to document and verify 
services rendered and amounts paid. 

• Worcester District South Registry of Deeds allowed title examiners 
who had not bid for leased space to use space designated for public 
use on a full-time basis. These title examiners kept their equipment 
and personal effects overnight on the tables they were using, 
thereby creating the appearance of ownership and forcing the gen
eral public to seek out other areas. All eight title companies that 
had submitted bids had been leased space, generatlng $51,055 in 
income to the Registry. The audit also noted that space remained 
available in the designated area used by the paying title companies. 
Registry officials responded that they would take corrective action 
in this matter, both to increase income and assure parity of treat
ment among title companies. 

• Worcester District North Registry of Deeds did not have written 
internal control policies as required for all state agencies under 
Chapter 647 of the Acts of 1989. Registry officials responded that 
they were unaware of the requirements of Chapter 647 when the 
Registry became a state agency on July 1, 1998. As of the date of 
completion of the audit, the Registry had prepared draft internal 
control policies and procedures. The audit also noted that inad
equate controls over distribution, billing, and collection procedures 
for the sale of weekly reports resulted in a loss to the Registry of 
approximately $3,090 during fiscal year 1999. 



Activities of the 
Franklin County 
Sheriff's Office 

County Government Abolition and Transfer 

The OSA conducted an audit of the Franklin County Sheriffs 
Office subsequent to the transfer of its duties, functions , and responsi
bilities to the Commonwealth of Massachusetts. The purpose of this 
review was to assess internal controls over financial operations and 
programs; appropriateness of expenditures; and compliance with ap
plicable laws, rules, and regulations regarding financial and program
related activities . 

• Franklin County Sheriffs Office needed to improve management 
controls and fiscal monitoring in a number of areas. Specifically, 
the Sheriffs Office allowed compensatory time to be taken in lieu of 
overtime in noncompliance with Executive Office for Administra
tion and Finance paid leave rules, did not effectively monitor gaso
line usage or properly document travel expenditures, lacked appro
priate bonding coverage, and did not have personnel policies or an 
employee handbook for nonunion employees. Furthermore, the 
Sheriffs Office did not prepare required financial statements for 
several of its accounts, did not maintain the encumbrance records 
necessary to verify what goods and services were received but not 
paid prior to the close of the fiscal year, and could not produce fiscal 
monitoring reports that summarized the profit and losses of its 
commissary and employee benefit funds. Finally, the Sheriffs Of
fice did not maintain an inventory listing of furniture and equip
ment, did not have a listing or stock ledger for supplies, and did not 
properly tag furniture and equipment items. Although the Sheriffs 
Office did begin to take some corrective action during the course of 
the audit, the sum of these deficiencies exposed the Office's fixed 
and financial assets to loss, theft, and misuse that could go undetec
ted because of weaknesses in financial reporting practices. 

11 
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Activities of the 
Franklin County 
Sheriffs Office 
(continued) 

12 

• Franklin County Sheriffs Office was not reconciling its in-house 
revenue records with information recorded on the Massachusetts 
Management Accounting and Reporting System (MMARS). As a 
result, the Sheriffs Office could not be assured that all its revenues 
were properly recorded with the State Comptroller. Sheriffs Office 
officials responded that their staff needed further training in order 
to be able to correctly input data, as well as to access and reconcile 
reports. In addition, the Sheriffs Office commingled profits from 
commissary sales with inmate funds. Sheriff Office officials stated 
that although there was a commingling of funds, only profits from 
commissary sales and other commissions were spent on joint-use 
purchases such as washers, dryers, televisions, and recreational 
items. However, in response to this finding and an earlier similar 
finding by a private accounting firm, the Sheriffs Office was in the 
process of setting up an inmate account made up of deposits and 
withdrawals by inmates. The audit also noted that vending rev
enues needed to be reconciled with inventory purchases and profit 
and loss reports completed . 

• Franklin County Sheriffs Office and state officials needed to clarify 
two outstanding issues. First, it was not clear whether inmate 
telephone charges should continue to be deposited in the Sheriffs 
Office's commissary fund or whether they should be forwarded to 
the General Fund. Sheriff's Office officials maintained that, until or 
unless the Legislature provided further direction with regard to 
these revenues, the practice of keeping the funds within the 
Sheriffs Office for the benefit of inmates was appropriate . In addi
tion, as was noted with respect to other abolished counties and 
transferred functions, differences and ambiguities in setting the 
salaries offormer county elected officials who are now elected state 
officials needed to be addressed and resolved. 



Initiatives 

Berkshire and 
Essex County 
Transfers 

Registries of 
Deeds 

County Government Abolition and Transfer 

The following is an update of ongoing initiatives relative to the 
transfer of county activities and functions to the Commonwealth and 
to the audit of state entities that were formerly county divisions. 

• The OSA is conducting audits of the abolition of Berkshire and 
Essex County governments and the transfer of their functions, 
assets, and liabilities to the Commonwealth of Massachusetts. 
These audits will review compliance with relevant state statutes 
and will include an examination of controls over cash, fixed assets, 
personnel, payrolls, liabilities, retirement, and other areas identi
fied during the course of the audit. 

• The OSA is conducting a statewide audit of registries of deeds, 
which will include those registries that have become state entities 
under the Secretary of State's Office and also registries that remain 
county offices. This audit will include, among other issues, assess
ments of management controls over the handling of cash; 
recordkeeping procedures; and compliance with applicable laws, 
rules, alld regulations. 

13 



Education Audits 

14 

· -. 

Education Audits 

During the report, the OSA released five 
audits pertaining to education. These in
cluded a review of trust fund management at 
Massachusetts public colleges, assessments of 
federal student financial assistance programs 
at three institutions of public higher educa
tion, and a privatization review. 



Audit Results 

Noncompliance 
with Federal 
Regulations 
Regarding Student 
Assistance 

Education Audits 

The OSA, in this report period, completed three reviews of student 
financial assistance programs funded through the United States De
partment of Education. These reviews were conducted in conjunction 
with the Single Audit of the Commonwealth to determine adherence 
to the Recipient's Guide for the U.S. Department of Education Pay
ment Management System. Except for the issues noted below, the 
colleges reviewed were in compliance with federal student financial 
assistance laws and regulations . 

. • Bunker Hill Community College did not reconcile its federal (pell) 
grant awards with its Business Office's ledger records or with 
reports filed with the U.S. Department of Education (DOE) that are 
used to set grant authorization levels for the following year. Pell 
grant disbursements shown on the College's financial aid summary 
records exceeded Business Office records by $85,128 as of July 16, 
1999. In addition, Pell grant payments as recorded on DOE records 
exceeded amounts shown on in-house records by $13,069. As a 
result of incorrectly reported expenditure data, the College risked' 
having a shortfall of award funds. The OSA review noted that 
subsequent to the audit period reconciliations were satisfactorily 
prepared in accordance with new policies and procedures. 

• Bunker Hill Community College needed to improve documentation 
relative to student refunds by including preparer or reviewer signa
tures, as well as the date a refund was processed. During the audit 
period, the College could not demonstrate that refunds were calcu
lated and disbursed in a timely manner and that they were re
viewed. 

• Bunker Hill Community College maintained certain program loan 
funds in a non-interest-bearing bank account. Federal regulations 
require use of an interest-bearing account and also allow interest 
earned to be retained. The College responded by transferring the 
funds in question in order to comply with federal regulations and 
add interest income to its Perkins Loan Fund. 

• Roxbury Community College did not have a process for routinely 
verifying that federal financial aid funds were requested and drawn 
from the appropriate U.S. Department of Education account. As a 
result, errors were undetected and inaccurate information was re
ported to the federal government. The College responded by imple
menting a new procedure that strengthens management review. 

15 



Education Audits 

Noncompliance 
with Federal 
Regulations 
Regarding Student 
Assistance 
(continued) 
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• Roxbury Community College needed to improve its system for iden
tifying unofficial student withdrawals and processing pro-rata re
funds. Without proper procedures for tracking and documenting 
financial aid students' attendance through the period that the stu
dents or federal programs would be due refunds, the College could 
not ensure that it correctly retained tuitions and fees for all stu
dents who withdrew from school. 

• Roxbury Community College still did not perform monthly recon
ciliations between records of its non-appropriated fund activity and 
Massachusetts Management Accounting and Reporting System 
(MMARS) reports. While the College had made some progress on 
this issue, officials could not verify that information it had entered 
on MMARS was accurately recorded, processed, and in balance with 
records maintained at the school. The College responded that addi
tional, trained staff had been hired and that formal reconciliation of 
book balances to MMARS was in progress. 



Trust Fund 
Policies, 
Procedures, and 
Controls 

Education Audits 

College trust funds are composed of money and property, apart 
from appropriated funds or state-owned property, entrusted to public 
higher education institutions. The OSA reviewed 60 trust fund catego
ries at seven state colleges and 46 trust fund categories at the state's 
15 community colleges in order to evaluate internal accounting con
trols, as well as policies and procedures pertaining to the expenditure 
of trust funds . The audit found that internal control policies and cash 
management practices relative to trust fund receipts and expendi
tures were generally sufficient. With regard to policies and proce
dures, the following issues were noted . 

• The Board of Higher Education had not revised its Trust Fund 
Guidelines since November 1992. As a result, the guidelines did not 
always reflect current policy in the areas of allowable expenditures 
and reporting requirements. For example, while the guidelines 
indicated that trust funds were not to be spent on facility renova
tions, the Board of Higher Education actually requires that 4% of 
trust fund expenditures be budgeted for repairs and renovations . 
Other examples include the requiring of reports under the guide
lines that were no longer necessary due to new annual independent 
audit requirements. The Board of Higher Education concurred with 
the recommendation that its trust fund guidelines reflect the re
quirements of current policy and agreed to update and reissue 
them . 

• The Board of Higher Education needed to more effectively monitor 
trust fund activity at certain colleges and community colleges. 
While the majority of the 22 institutions reviewed had developed 
adequate and approved trust fund policies, Massachusetts College 
of Liberal Arts, Middlesex Community College, and Roxbury Com
munity College did not have documented trust fund policies and 
procedures. Additionally, at Framingham State College, the Board 
of Trustees issued trust fund policies and procedures that did not 
address all Higher Education Trust Fund Guidelines. Adherence to 
established trust fund policies and procedures helps to assure that 
revenues are appropriately received and expended. Finally, the 
audit noted that certain agreements for individual trust funds at 
Worcester State College and Quinsigamond Community College 
could not be located. Since each trust fund is created for a unique 
purpose with specified sources of revenue and restricted uses for the 
funds, trust fund agreements are an important tool for assuring 
that specific trust funds are properly utilized. 

17 



Education Audits 

Special Audit Section 

University of 
Massachusetts 
(UMass) -
Amherst 
Proposal to 
Privatize 
Management and 
Operation of the 
University Store 

18 

Chapter 7, Sections 52 through 55, MGLs, the Privatization Stat
ute, establishes the process that must be followed by state agencies 
and certain Authorities seeking to contract out, or privatize, a service 
currently performed by public employees. This process includes pre
paring a detailed statement of services to be used in soliciting com
petitive bids, estimating the most cost-efficient method of providing 
those services with agency employees, and, finally,eomparing the in
house cost with the cost of contract performance. Additionally, the 
agency must ensure that the private contract, if ultimately awarded, 
contains all statutory provisions regarding wages, benefits, and per
sonnel. It is the responsibility of the State Auditor to independently 
determine whether the process followed by the agency meets the 
requirements of the law. 

During the report period, the OSA reviewed a proposal submitted 
by UMass-Amherst to privatize personnel, merchandising, market
ing, purchasing, security, administration, and maintenance activities 
at its University Store. The following is a summary of the State 
Auditor's determination. 

• UMass-Amherst, on March 21, 2000 (later resubmitted on April 25, 
2000), submitted to the State Auditor notification of its intent to 
award a privatization contract for the management and operation 
of its University Store. OSA staff conducted a review of this submis
sion to determine whether it met the core requirements of the 
Privatization Statute and was accompanied by necessary support
ing documentation. 

• The State Auditor determined on June 1, 2000 that UMass had 
complied with the provisions of Chapter 7, Sections 52 through 55, 
MGLs, in awarding this privatization contract. Over the period of 
the five-year contract, net revenues are estimated to total $879,268, 
whereas having the services performed in-house would result in an 
estimated loss of $441,023, thereby generating a projected savings 
of $1,320,291. In addition, the quality of services to be provided by 
the designated bidder was certified to be equal to or greater than 
that which had been provided by University employees. Finally, all 
wage, benefit, and personnel requirements were fulfilled. 

• Accordingly, the State Auditor approved the University's award of 
this contract to the designated vendor. 



Initiatives 

Department of 
Education (DOE): 
Early Childhood 
Education 
Program 

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 are also being reviewed as part of 
this audit. 

• 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 as well as an audit of the South Shore Charter School. 

• The OSA is continuing audits offederal student financial assistance 
programs at the Commonwealth's institutions of public higher edu
cation. 
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Health and 
Human Services 
Audits 

During the report period, the OSA issued 
twelve reports pertaining to health and hu
man service activities. Two of the reports re
viewed Information Technology (IT) activities 
and are detailed in the IT Audit Section, 
which begins on page 72. 



Audit Results 

Inadequate. 
Accounting 
and 
Administrative 
Controls 

Health and Human Services 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 and contract programs. The following internal control issues 
were noted . 

• The Berkshire Community Action Council, Inc., a nonprofit corpora
tion that receives both state and federal funding to provide pro
grams for low-income persons, needed to improve certain manage
ment and accounting controls. For example, entity personnel made 
adjustments to journal entries, including changes to asset, liability, 
revenue, expense, and capital accounts, without proper authoriza
tion or sufficient supporting documentation. In addition, the entity 
did not have written lease agreements for rental space; did not have 
a formal written plan for allocating common or general costs, which 
totaled $211,519 in fiscal years 1997 and 1998; and did not have 
written procedures in place governing the use of funds received 
from the Federal Emergency Management Agency (FEMA). Re
garding this last matter, the audit questioned whether emergency 
assistance funds paid to entity staff and board members were allow
able FEMA expenditures. The Berkshire Community Action Coun
cil began, during the course of the audit, to take the corrective 
action necessary to improve financial reporting and cost allocation 
practices, as well as board and management oversight . 

• The Child Care Resource Center, Inc., a nonprofit human service 
organization that provides child care referrals and related services, 
did not adequately segregate financial transaction duties. Specifi
cally, a range of activities, including bank reconciliations, payroll 
activities, payments to vendors, and fund transfers, were not ad
equately separated so that the work of one employee could act as a 
check on the work of another. As a result, the former Director of 
Administration and Finance was able to divert $60,219 for personal 
use over a two-year period. Mter this employee's services were 
terminated, a subsequent investigation by a private auditor and a 
financial consultant disclosed further breaches in the internal con
trol system that allowed for unauthorized use of ATM and corporate 
credit cards. The OSA audit noted that, apart from credit card 
misuse by the former Director of Administration and Finance, not 
all corporate credit card purchases made by administrative staff, 
especially in the area· of travel expenses, were adequately docu
mented as business expenditures. Child Care Resource Center offi
cials responded that, except for the Executive Director, staff mem
bers were no longer permitted to use the entity's corporate credit 
cards. See page 85. 
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• The Child Care Resource Center, Inc., was not performing all re
quired record reconciliations. These reconciliations help ensure 
that financial assets are safeguarded and that financial statements 
prepared from entity accounting records are reliable and accurate . 

• Concord-Ass abet Family and Adolescent Services, Inc., (Concord
Assabet), a non-profit corporation that contracts with the Common
wealth to provide mental health and social services to children and 
adolescents, had serious administrative and internal control defi
ciencies, which resulted in significant operating losses and a dete
rioration in program performance. Specifically, Concord-Assabet 
acquired the Brighton-Allston Mental Health Association, Inc., an 
agency whose poor financial performance exacerbated Concord
Assabet's operating deficits. During the resulting financial crisis, 
Concord-Assabet's Board of Directors cut salaries, suspended con
tributions to the employee pension plan, and terminated staff tu
ition reimbursements. These financial problems impacted program 
performance in several ways. Most importantly, there was exces
sive staff turnover, and temporary workers, rather than full-time 
staff, were hired to fill vacant positions. As services declined, the 
Office of Child Care Services placed three of ·Concord-Assabet's 
residential school programs under sanctions. In addition, the Town 
of Concord cited the Concord Residential School for health code 
violations. The audit also noted that despite the entity's deteriorat
ing financial situation, its former Chief Executive Officer incurred 
significant expenses for out-of-state travel and he and other entity 
officials charged to state contracts thousands of dollars in question
able and non-program-related expenditures. See page 86. 

• Delta Project, Inc., a nonprofit agency that provides residential and 
supported work services, needed to improve the maintenance of its 
personnel and program staffing records. The audit noted that many 
weekly program staffing schedules at nineteen residential pro
grams were not properly authorized and 39 of 100 schedules exam
ined did not indicate how many hours were actually worked. Well 
maintained staffing schedules help ensure that the level of program 
staffing billed against state contracts is appropriate. 



Health and Human Services Audits 

• Delta Project, Inc.'s Board of Directors needed to improve documen
tation in a number of areas involving board oversight. Specifically, 
the lack of properly documented and approved board minutes made 
it difficult to evaluate the Board of Director's involvement in activi
ties such as approving compensation increases for the agency's 
Executive Director, approving the agency's selected audit firm, and 
regularly reviewing agency expenses. The audit also noted that the 
Executive Director served as a board member, a questionable prac
tice that could lead to conflicts of interest. 

• The Department of Public Health's (DPH) Office of Emergency 
Medical Services did not conduct all required ambulance service 
inspections and recertifications. Specifically, at the time of audit 
testing, 74% of ambulance service providers had not been inspected 
prior to the expiration of their license, and 37% were still operating 
with expired licenses. Further, large providers were inspected on a 
test basis, contrary to annual inspection regulations. Finally, the 
Office of Emergency Medical Services did not review or enforce 
implementation of vendor corrective action plans. DPH officials 
concurred with these findings and indicated that their full resolu
tion would require additional resources. Subsequently, enactment 
of Chapter 54 of the Acts of 2000 provided the funding necessary to 
improve the Ambulance Inspection Program. 

• Lynn Economic Opportunity, Inc., a nonprofit corporation that re
ceives both state and federal funding to provide programs for low
income individuals, needed to improve administrative and internal 
controls over certain operational areas. For example, entity officials 
did not have a process for reviewing the reasonableness of staff 
cellular telephone charges and, during the audit period, paid ap
proximately $362 for calls that did not appear to be job-related. In 
addition, the entity , in fiscal years 1997 and 1998, 
noncompetitively hired a private accounting firm to perform an 
annual audit. As a result, the entity was not in full compliance with 
federal procurement regulations and could not be assured that it 
received the highest quality services at the lowest possible cost. 
Finally, the entity did not deposit on a daily basis all fees received 
in its Community Partnership Program. Prompt deposits help to 
safeguard funds as well as to maximize interest income. In fact, 
during the audit period, a theft of client fees did occur at one 
childcare site. Officials at Lynn Economic Opportunity, Inc., re
sponded by taking immediate corrective action on each of these 
issues. 
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All state entities and private entities that receive funding for the 
purchase of equipment are required to keep complete inventories of 
fixed assets to ensure that the property is safeguarded and used for its 
intended purposes. The following reports identified areas where in
ventory controls needed improvement. 

• The Child Care Resource Center, Inc., did not perform an annual 
physical inventory; did not properly tag furniture and equipment; 
and did not maintain complete inventory records, including the 
10,cation, value, and source of acquisition of each item. As a result, 
there was inadequate assurance that the Child Care Resource 
Center's fixed assets were properly safeguarded against loss, theft, 
and misuse. 

• Concord-Assabet Family and Adolescent Services, Inc., did not con
duct an annual inventory of furniture and equipment, did not tag 
all inventory items, and did not maintain up-to-date, detailed in
ventory records. As a result, there was inadequate assurance that 
the entity's fixed assets were protected against loss, theft, and 
misuse. 

• Lynn Economic Opportunity, Inc., performed periodic inventories of 
furniture and equipment items at its main administrative office, 
but did not check inventories at its seven program sites. In addition, 
agency-wide inventory records were not reconciled to the listing of 
computer equipment maintained by the entity's Management Infor
mation Systems Director. At the close of the audit period, the 
entity's Executive Director was taking additional measures to im
prove fixed-asset controls. 



Inappropriate 
Related-Party 
Transactions 

Health and Human Services Audits 

Related-party transactions are those that take place between enti
ties that are owned by persons related to one another or that share 
common ownership or control. Use of state contract money in business 
transactions with immediate family members and with affiliated enti
ties is allowable when certain conditions, defined by regulation, are 
met. Most importantly, the relationships among owners, directors, 
and board members of the entities involved must be fully disclosed, 
and no profit can be made on the transaction. The following related
party issue was noted . 

• The Berkshire Community Action Council, Inc. , did not accurately 
disclose related-party transactions with two nonprofit corporations 
that were headed by the president of its board of directors. Although 
the audit did not find that these transactions resulted in inappro
priate profits, certain employee sharing arrangements and joint 
fund raising activities needed to be reported in order for the Com
monwealth to adequately assess the Berkshire Community Action 
Council's activities. . 
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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. 

• The Berkshire Community Action Council, Inc., charged $28,046 in 
undocumented payroll costs against the state contract that funded 
its Shelter program and an additional $28,283 in undocumented 
payroll costs against its Community Service Block Grant. Because 
these charges were unallowable according to contract or grant 
terms and conditions, the audit recommended that the Berkshire 
Community Action Council repay $56,329 to the appropriate state 
and federal agencies. 

• The Berkshire Community Action Council, Inc., provided its former 
Executive Director with $10,541 in loans. As of September 30, 1998, 
$4,039 of these loans remained outstanding. According to state 
regulations, fringe benefits such as loans are nonreimbursable un
der state contracts. Furthermore, the loans were not recorded as a 
receivable in the agency's financial records thereby decreasing the 
likelihood that they would be collected. The audit recommended 
that the agency try to collect the loan balance. The agency took 
action and, subsequent to the audit period, the former Executive 
Director repaid $4,039 to the Berkshire Community Action Council. 

• The Cape Cod Alcoholism Intervention and Rehabilitation Unit, 
Inc., was not billing the Commonwealth for certain substance 
abuse-related services in accordance with state requirements and 
its own policies and procedures. Specifically, insufficient efforts 
were made to verify patients' claims of financial indigence; stan
dardized sliding fee scales were not formally utilized to determine 
whether clients were able to contribute financially to their care; 
and, in 10% of cases tested, the agency billed the Department of 
Public Health for services to individuals who had no proof of state 
residency. As a result, there was inadequate assurance that all 
billings for client substance abuse services were appropriate and 
allowable. In addition, the Cape Cod Alcoholism Intervention and 
Rehabilitation Unit billed third-party insurers for psychiatric coun
seling services for which the agency was reimbursed under state 
contracts. Since state regulations require that such third-party 
revenues be used to offset and reduce total contract costs to the 
Commonwealth rather than to supplement or duplicate payments, 
the audit recommended that the Department of Mental Health 
recover at least $1,357 identified as paid by third-party insurers. 



Health and Human Services Audits 

• Concord-Assabet Family and Adolescent Services, Inc., billed and 
received payments totaling $45,000 under its Bridge Homes Pro
gram for consultant services which were not incurred. In addition, 
the agency received $151,617 that it had billed for direct carel 
support staff services for a time period before clients were admitted 
to this program. The audit questioned the propriety of billing for 
these services during a period when there were no consumers ben
efiting from them. Furthermore, several current and former em
ployees, for whom the agency had billed $32,605, stated that they 
had not performed the Bridge Homes Program services for which 
the agency had billed. Given the highly questionable nature of 
these billings, the audit recommended that the Department of So
cial Services, in conjunction with other appropriate oversight and 
law enforcement agencies, conduct its own review of all expenses 
billed by Concord-Assabet against the contract that funded its 
Bridge Homes Program. See page 86 . 

• Concord-Ass abet Family and Adolescent Services improperly ex
pensed or did not adequately document $135,952 in capital item 
purchases and program supply costs. Specifically, the agency 
charged $62,697 against a state contract for capital items rather 
than depreciating the costs of these items as required under state 
regulations. In addition, the agency billed and was reimbursed in 
fiscal year 1997 for $14,125 in building improvement costs and 
$13,334 in vehicle lease costs that were not incurred until fiscal 
year 1998. :finally, Concord-Assabet was unable to document that 
$45,786 in equipment and supplies purchased for its Bridge Homes 
Program were actually used in this program. Furthermore, of this 
$45,786 in purchases, $8,419 represented double billings and 
$2,021 were not adequate~y documented. Although Concord
Assabet corrected the duplication errors in its own financial 
records, it did not adjust its billings or report these errors to the 
Commonwealth. 
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• Concord-Assabet Family and Adolescent Services, Inc., during the 
period July 1, 1996 through December 31, 1998, allowed eighteen 
members of its administrative staff to use corporate credit cards to 
pay for expenses totaling $258,711. Of this amount, at least 
$116,055 charged to state contracts was inadequately documented 
or did not appear to be program-related. The audit cited $12,702 in 
restaurant charges, $22,311 for airline travel expenses, and dozens 
of other charges for items such as gifts, flowers, staff parties, and 
limousine rentals. Although new agency management responded to 
this finding by curtailing credit card use and requiring detailed 
receipt documentation, the OSA recommended that the Common
wealth take action to recover $116,055 in nonreimbursable ex
penses and that the Department of Social Services also perform its 
own review of Concord-Assabet credit card expenditures for the 
period prior and subsequent to the audit period. 

• Concord-Assabet Family and Adolescent Services, Inc., during fiscal 
years 1997 and 1998, charged to its state contracts $3,649 in salary 
expenses for its former Chief Executive Officer in excess of the • 
maximum amount allowed by state regulations. In addition, the 
former agency head spent, on average, approximately 66.9% of his 
work time on state contracted services, as opposed to the 84.4% that 
the agency reported on required financial statements. As a result, 
Concord-Ass abet may have overbilled its state contracts by as much 
as $37,762 in salary expenses over a two-year period. 

• Delta Projects, Inc., (Delta), charged $13,124 against its state con
tracts for which it did not have adequate documentation. The prob
lems noted involved credit card expenditures, which should be docu
mented with an original receipt, a notation indicating the purpose 
of the expenditure, proper authorization, and proper account alloca
tion. Although Delta officials maintained that the funds in question 
were spent on legitimate program expenses, they acknowledged the 
need to improve controls over credit card expenditures and, at the 
close of the audit period, instituted new policies and procedures to 
improve the documentation of credit card purchases. 



Vendor and 
Consultant 
Contract 
Monitoring 

Health and Human Services Audits 

Adequate contract monitoring and the execution of formal con
tracts that specify the scope of work to be done help to control contract 
costs and to ensure contract performance. The following entities 
needed to improve certain aspects of their contract monitoring. 

• The Department of Public Health's (DPH) Office of Emergency 
Medical Services did not adequately monitor or perform quality 
assessments of contracted services in the areas of communications, 
evaluation of testing programs, disaster planning, and data collec
tion. As a result, DPH could not be assured that the contracts were 
producing intended results. In addition, a consultant contract for 
the services of a State Medical Director was amended a number of 
times to provide for additional hours and funding. Moreover, the 
consultant was reimbursed for out-of-state travel that was not 
specified in the contract's scope of services . 

• The Office of Child Care Services still needed to improve the on-site 
monitoring of its subrecipient Child Care Resource and Referral 
Agencies to ensure that funds are being spent in accordance with 
contract requirements. During the audit period, the Office had not 
conducted anyon-site reviews of subrecipients and could not, there
fore, ensure that these entities complied with all aspects of contract 
requirements or properly maintained their books and records. The 
Office responded that it is in the process of developing and imple
menting an on-site monitoring program. 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and recognize 
agency compliance with OSA recommendations. The following entity 
has taken corrective actions as recommended by the OSA. 

• The Office has implemented policies and procedures to help ensure 
that Child Care Resource and Referral agencies do not give prefer
ence to providers oftheir parent corporations when issuing vouch
ers for child care services . 

• The Office has strengthened controls over its fixed assets by per
forming a complete inventory and appropriately recording fixed
asset information on the Massachusetts Management Accounting 
and Reporting System. 
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Initiatives 

Department of 
Transitional 
Assistance 

Department of 
Public Health 
(DPH): Oversight 
of Nursing Homes 

Department of 
Mental Retardation 
(DMR): Leasing 
and Purchasing 
Activities 

Division of Medical 
Assistance (DMA) 

Health Care 
Security Trust 
Fund 

Health and Human Services Audits 

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

• The OSA is conducting a performance audit focusing on certain 
activities and functions of the Department of Transitional Assis
tance. The audit is reviewing 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 is also 
reviewing the Department's implementation of its new computer
tracking program, known as BEACON. 

• The OSA is reviewing DPH's policies, procedures, and systems for 
licensing, evaluating, and rating the Commonwealth's Medicare
and Medicaid-certified nursing homes. The audit will pay special 
attention to DPH's suitability review of NewCare Health Corpora
tion and subsequent problems associated with the corporation's 
licensure. 

• The OSA is reviewing DMR's policies and practices for leasing and 
purchasing community residences for its clients. The audit will 
include an examination of costs associated with DMR's lease/pur
chase activities as well as compliance and procedural issues. 

• The OSA has initiated an audit of the process used by DMA for 
reviewing urgent treatment requests. The audit will include, but 
not be limited to, an examination of DMA's criteria and response 
time relative to these requests. 

• The OSA will review the operations and activities-ofthis new trust 
fund, which was established for the purpose of managing and in
vesting funds generated from state actions against cigarette man:u
facturers . The audit will identify the amount of funds transferred 
into and out of the Fund and examine activities by the Fund's 
Board of Trustees relative to investment practices, compliance with 
legal mandates, and internal control procedures. 
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Independent and 
Housing Authority 
Audits 

During the report period, the OSA issued 
96 audit reports relative to independent enti
ties, including housing authorities, 37 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. 



Audit Results 

Inadequate 
Accounting and 
Administrative 
Controls 

Independent and Housing Authority Audits 

Adequate accounting and administrative controls assist entities in 
increasing revenue potential and avoiding unnecessary deficits, 
thereby helping to maximize funds available for operations and ser
vices. The following reports identified areas where management prac
tices and accounting controls needed improvement. 

• The Massachusetts Convention Center Authority expended 
$267,266 in a buy-back vacation program that was not in compli
ance with its own personnel policies. Although the Authority's 
Personnel Policies Manual required written approval to carryover 
more than one year's vacation credits, vacation time was routinely 
carried over without documented approval. In addition, Authority 
policy that stated that a maximum of two weeks time could be 
bought back in anyone fiscal year was not enforced. In fact, one 
employee received $65,962 for 35 weeks of unused vacation time in ' 
fiscal year 1997, and another employee received $12,063 for 8.7 
weeks' time in fiscal year 1997 and $11,432 for 8 weeks' time in 
fiscal year 1998. The Authority responded that there would be a 
general reduction of accrued vacation time and all requests ap
proved for the carry-over of excess vacation time would be docu
mented . 

• The Massachusetts Convention Center Authority did not use a 
competitive bid process in granting a 15-month extension for the 
operation of a food and beverage service contract that generated 
more than $1 million in revenue. The audit also noted that the 
Authority did not seek competitive bids for certain contracted legal 
services. Sound business practices and the Authority's own policies 
and procedures require that service contracts be competitively bid 
in order to ensure that the highest quality services are procured at 
the lowest cost. 
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• The Massachusetts Port Authority (Massport) spent over $7 million 
to rehabilitate a building in the Boston Fish Pier complex on North
ern Avenue without a cost analysis or a plan to recover project 
costs. In addition, Massport restored the building as a marketing 
center for economic and maritime transportation development ef
forts without determining the need for such a center or examining 
alternative uses for the property. Regarding the first issue, it ap
pears unlikely that Massport will ever recover the costs of this 
project. During the first two years and nine months of operation, 
Massport generated $181,552 in rental revenue, which was ap
proximately $1.3 million less than what the Authority could have 
earned by placing the $7 million in its traditional investments. 
Furthermore, there was little evidence over the same time period 
that the goals of stimulating trade, tourism, and maritime develop
ment were being achieved. Based upon the limited data available, 
the OSA determined that the building was used sparingly and 
hardly ever for the originally stated goals. 

• The Pioneer Valley Planning Commission, a regional planning 
agency serving the 43 cities and towns of the former Hampden and 
Hampshire counties, needed to improve its financial reporting prac
tices. Specifically, the Commission was reporting only the adminis
trative portion of grant funds received from local, state, and federal 
governmental sources. As a result, required financial statements 
did not reflect $337,100 of cash in its custody due to various recipi
ent organizations as of June 30, 1998. In addition, approximately 
$2.5 million of annual grant receipts and disbursements activity 
processed by the Commission in its fiduciary capacity were not 
acknow ledged in its annual financial statements. As a result, the 
Commission understated to its grant providers the true level of 
financial activity of its fiscal operations. 



Inadequate 
Controls over 
Property and 
Equipment 

Independent and Housing Authority Audits 

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

• The Massachusetts Convention Center Authority, while making 
some improvements in its controls over property and equipment, 
still had not performed a physical inventory or updated its per
petual inventory records to properly reflect all additions and dele
tions of fixed assets . The Authority responded that a complete 
physical inspection of property and equipment was scheduled and 
would coincide with the implementation of a new computer soft
ware system designed to track fixed assets and update inventory 
listings. 
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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 37 Single Audits of hous
ing authorities and reviewed 14 additional Single Audits completed 
by private accounting firms. 



Inadequate 
Accounting 
and 
Administrative 
Controls . 

Independent and Housing Authority Audits 

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, account
ing, and other internal controls needed improvement. 

• Ashland Housing Authority's Board of Commissioners did not con
duct monthly meetings as required by the Department of Housing 
and Community Development. As a result, the Authority did not 
have proper oversight over key areas, such as review and approval 
of monthly expenditures, annual budget reviews, and contract ap
provals. 

• Dalton Housing Authority was cited in an earlier audit for not 
periodically updating its Management Plan. In addition, the Man
agement Plan did not contain all Department of Housing and Com
munity Development-required components. The current audit 
found that although some progress had been made, an updated 
Management Plan that addresses all Authority programs was not 
yet in place. 

• Dracut Housing Authority was cited in a prior audit for exceeding 
Department of Housing and Community Development (DHCD)
approved budget guidelines. The current audit found that the Au
thority again exceeded budget guidelines and did not submit re
vised budgets to DHCD as required. 

• Granby Housing Authority still did not implement an adequate 
. internal control structure for its programs or design an updated 

Management Plan. The Authority did not properly maintain its 
required ledger or issue all 1099 federal income information forms . 
In addition, the Authority still did not conduct yearly inspections of 
its housing units and therefore could not be assured that the units 
met state standards for safe, decent, and sanitary housing. 

• Tyngsborough Housing Authority, due to failure of its computer 
system, was not maintaining accurate accounts receivable bal
ances. Reconstruction of these balances by OSA auditors disclosed 
major variances of up to $7,678. The Authority's fee accountant still 
needed to fully resolve this issue by properly determining each 
tenant's balance. 

• Worcester Housing Authority had deficiencies in its control proce
dures over record keeping and accounting. As a result of accounting 
and reporting errors, variances existed between the Authority's in
house ledgers and financial reports filed with both the Department 
of Housing and Community Development and the Federal Depart
ment of Housing and Urban Development. 
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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. The following reports identified areas where in
ventory controls needed improvement . 

• Grafton Housing Authority, as cited in an earlier audit, had defi
ciencies in its internal controls over property and equipment. Al
though the current audit found that the Authority had begun to 
conduct a physical inventory and tag all items, only approximately 
50% of property and equipment had been inventoried; inventory 
listings were incomplete; and balances were not reconciled . 

• Granby Housing Authority's in-house inventory listing was not in 
agreement with valuations reported on financial statements. As a 
result, the Authority could not be assured that its fixed assets were 
adequately protected or accurately recorded on its books and re- . 
ports. 
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Inadequate 
Controls over 
Rent 
Determinations 
and Collections, 
Tenant Selection, 
and Unit 
Turnover 

Independent and Housing Authority Audits 

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

• Athol Housing Authority, as cited in a prior audit, did not fill its 
vacant housing units in a timely manner and, as a result, lost the 
opportunity to earn approximately $36,490 in potential rental in
come. The current audit found that although the Authority had 
taken steps to reduce the loss of potential rental income, it contin
ued to have unit vacancies in excess of the Department of Housing 
and Community Development's 21-day guideline and lost the op
portunity to earn approximately $24,922 in potential rental income 
during fiscal year 1999. 

• Athol Housing Authority, as cited in an earlier audit, had signifi
cant increases in tenants' accounts receivable balances during fis
cal years 1995 through 1997. The current audit found that although 
increases in its balances persisted, the Authority did not establish a 
written collection policy or utilize the services of a collection agency 
to collect from delinquent tenants. 

• Brimfield Housing Authority, as cited in a prior audit, had excessive 
delays in renting six of eleven vacant units, resulting in approxi
mately $2,611 in lost potential rental income. The current audit 
found that the Authority had eight of eleven housing units vacant 
in excess of Department of Housing and Community Development 
guidelines, resulting in approximately $5,169 in lost potential 
rental income. 
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• Orange Housing Authority, as cited in a prior audit, exceeded the 
Department of Housing and Community Development's (DHCD) 
21-day guideline for placing new tenants in vacant units during 
fiscal year 1997. The current audit indicated that despite increased 
efforts and a 21% decrease in vacancy turnaround time, the Author
ity continued to have housing units vacant in excess of DHCD's 
guidelines, resulting in lost potential rental income of approxi
mately $6,369. 

• Winthrop Housing Authority, as cited in a prior audit, exceeded 
Department of Housing and Community Development guidelines 
for unit turnaround time. The current audit revealed that the 
amount of time that units were vacant increased from 889 days to 
2,352 days. As a result, the Authority lost the opportunity to earn 
approximately $20,846 in potential rental income. 
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Independent and Housing Authority Audits 

Prior Audit Results: Corrective Actions 

Ashland Housing 
Authority 

Athol Housing 
Authority 

Attleboro Housing 
Authority 

Dalton Housing 
Authority 

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

• The Authority has improved the accuracy of its rent determinations 
by correcting computational errors and properly refunding rent 
overpayments. 

• The Authority has improved its procedures for control over inven
tory by establishing complete furniture and equipment records, 
tagging all furniture and equipment, and conducting an annual 
physical inventory. 

• The Auth~rity, during the audit period, filed all payroll tax returns
in a timely manner. 

• The Authority has improved its ability to fill vacated units in a 
timely manner by maintaining detailed vacancy ledger entries, 
receiving grants to upgrade the condition of its state family housing 
units, and being more attentive to vacancy issues. 

• The Authority, during the audit period, complied with competitive 
bidding requirements. In addition, board members were properly 
reviewing all bids and purchases. Furthermore, a consultant who 
was hired in violation of the Authority's hiring procedures and 
standards has been terminated and applications have been properly 
solicited to fill the vacant position. Finally, the Authority has im
proved its controls over employee attendance and leave records. 

• The Authority has improved the accuracy of its rent determinations 
and has updated its tenants' folders to contain all necessary docu
mentation. The Authority has also improved both its tenant selec
tion procedures and its documentation of unit vacancies. During the 
audit period, only eligible applicants were housed; the master led
ger and waiting list were regularly updated; and vacancies were 
filled in a timely manner. 
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Dracut 
Housing Authority 

Grafton Housing 
Authority 

Granby Housing 
Authority 

Greater Lawrence 
Sanitary District 

Hatfield Housing 
Authority 
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• The Authority has strengthened its controls over fixed assets by 
establishing a complete list of inventory for furniture and equip
ment, by reconciling annual physical inventory counts to its gen
eralledger, and by conducting a physical inventory once per year. 

• The Authority has improved procedures for maintaining its finan
cial records by hiring a new fee accountant and administrative 
bookkeeper, who have improved controls over disbursements, in
cluding timely payments, proper expense allocations to programs, 
and proper filing of contracts and related expenses. 

• The Authority is complying with its investment policy and main
taining funds in approved higher interest-bearing accounts. 

• The Authority has improved its attendance records by requiring· 
attendance calendars for all employees and having these calendars 
approved by its board monthly. 

• The District has improved its controls over fixed assets by establish
ing written policies regarding inventory records for its furnishings 
and equipment and by maintaining its inventory consistent with 
these policies and procedures. 

• The Authority has strengthened its administrative controls by 
implementing a properly executed contract with its new fee accoun
tant, by ensuring that general ledger accounts are in agreement 
with financial statements, and by maintaining all financial records 
at the Authority rather then at the fee accountant's house. 

• The Authority has improved its payroll practices and expenditures 
by properly maintaining attendance and by ensuring that its Ex
ecutive Director works the number of hours required under his 
contract. 

• The Authority has improved the accuracy of its rent redetermina
tions primarily by taking into consideration all income and deduc
tion information. 



Hull 
Housing Authority 

. Lunenberg 
Housing Authority 

Massachusetts 
Convention Center 
Authority 

Milford Housing 
Authority 

Needham Housing 
Authority 

Independent and Housing Authority Audits 

• The Authority has improved its rent collection practices by initiat
ing collection proceedings, such as follow-up notices and payment 
agreements, in order to eradicate a $12,462 tenant accounts receiv
able balance . 

• The Authority has improved its procedures for renting vacant apart
ments by actively advertising locally and regionally, by contacting 
other local housing authorities, and by making efforts to increase 
the number of applicants on the waiting list. 

• The Authority has more successfully directed marketing expendi
tures to its plan objectives of maximizing room occupancy among 
hotels serving the Hynes Convention Center and increasing the 
Convention Center's net revenues. The Authority has also resolved 
an issue involving the financial return on rental of Convention 
Center floor space. 

• The Authority has negotiated an agreement with a local bank that 
will yield the Authority interest income at current market rates, 
thereby resolving a prior issue that noted that $557,697 was depos
ited in low-yielding bank accounts. 

• The Authority, by improving its collection methods, has reduced 
delinquent tenant accounts from $59,678 to $8,018 as of September 
30,1999. 

• The Authority has corrected the accuracy of its attendance calen
dars by assigning a bookkeeper to post entries and having the 
Executive Director review the data. 

• The Authority has resolved the difference between the valuation of 
furniture and equipment as reflected on its balance sheet and its 
perpetual inventory record cards by establishing individual values 
for each inventory item and then ensuring that the book valuation 
and perpetual inventory records remain in agreement. 

• The Authority, by the conclusion of the audit period, was filling all 
vacant units in a timely manner. 
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Plainville 
Housing Authority 

South Hadley 
Housing Authority 

Winthrop Housing 
Authority 

Worcester 
Housing Authority 
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• The Authority has improved its tenant selection procedures in 
compliance with Department of Housing and Community Develop
ment regulations. 

• The Authority has resolved an issue of questionable and unapproved 
development fund expenditures by transferring the costs in ques
tion from an elderly housing development program to a family and 
elderly housing program capital reserve account. 

• The Authority has improved its controls over property and equip
ment by tagging all inventory items, updating inventory cards to 
include all purchases, and implementing annual inspections of all 
Authority-owned property. 

• The Authority has developed a written collection policy and put 
proper procedures into place for authorizing write-offs of tenant 
account receivables. 

• The Authority has improved its inventory controls by conducting a 
complete physical inventory of its fixed assets and by keeping 
adequate records to reflect asset purchases and disposals. 

• The Authority has strengthened administrative controls, which has 
resulted in a reduction of tenant accounts receivable balances, the 
conduct of required annual inspections of housing units, and appro
priate fund disbursements. 

• The Authority has made improvements in the monitoring of contract 
costs under its Public Housing Drug Elimination Program. 

• The Authority is currently in the process of conducting a physical 
inventory in order to readjust its fixed-asset records.-



Initiatives 

Massachusetts 
Bay 
Transportation 
Authority (MBTA) 

. Massachusetts 
Port Authority 
(Massport) 

Independent and Housing Authority Audits 

The following is an update of planned and ongoing OSA initiatives 
in the area of authority audits.' 

• 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 Red Line improve
ments; the lease and sale of trains by the Cape Cod and Hyannis 
Railroad; and Authority-wide commuter parking. The four issued 
reports pertain to the construction of a new police headquarters at 
Newmarket Square, the Blue Line Rehabilitation and Improve
ment Project, Commuter Rail Activities, and Elevator and Escala
tor Maintenance. A follow-up audit of Elevator and Escalator Main
tenance is also in progress . 

• 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 effect 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. 
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• The OSA is continuing its review of the MWRA's activities relative 
to the administration ofthe 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, 
fifteen of which had been issued as of June 30, 2000 . 

• The OSA is reviewing the policies and procedures utilized by inde-
. pendent authorities for issuing bonds. The audit's objective is to 
determine the costs and expenses related to bond financing and to 
examine whether contracts with underwriters and financial advi
sors (i.e., consultants) are competitively bid. It will also review the 
process for determining bond counsel and consultant fees. This 
audit will result in a series of reports, two of which have been .. 
issued. 
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Judiciary/Law 
Enforcement Audits 

The OSA released ten judiciaryllaw en
forcement audits during the report period, 
five of which disclosed or updated issues rela
tive to administrative, accounting, and inven
tory controls. Three of these audits addressed 
Information Technology (IT) activities and 
are detailed in the IT Audit Section, which 
begins on page 72. One report reviewed ac
tivities of the Franklin County Sheriffs Of
fice and is summarized in the County Govern
ment Abolition and Transfer Audit Section, 
which begins on page 6. 
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Audit Results 

Inadequate 
Accounting 
and 
Administrative 
Controls 

JudiciarylLaw Enforcement Audits 

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

• Brighton District Court had a shortage of $1,000 from an account 
used to pay probation fines, which was not reported to the OSA as 
required by Chapter 647 of the Acts of 1989. The OSA was notified 
of this unaccounted-for shortage by an attorney representing a 
Court employee who believed a theft offunds had occurred. Prior to 
the OSA review, the Court's internal audit division conducted its 
own investigation, which disclosed an insufficient segregation of 
duties relative to Probation Receipt Account activities. The internal 
auditors recommended that one employee not be responsible for 
both receipting funds and maintaining receipt records. The OSA 
review found that the Court had responded to this finding and had 
strengthened controls over accounting and recordkeeping proce
dures. Court officials stated that they were unaware of the report
ing requirements of Chapter 647 and would, in the future, immedi
ately notify the OSA of any unaccounted-for variances, losses, 
shortages, or thefts of funds. 

• The Department of Correction (DOC) made several calculation er
rors in applying for federal funds for its State Criminal Alien 
Assistance Program (SCAAP) and, as a result, lost the opportunity 
to apply for more than $11.5 million in federal reimbursements. 
Specifically, DOC miscalculated the average daily cost per inmate 
as $87.13 rather than $93.70, the correct figure. In addition, due to 
computer software problems, DOC did not accurately record com
mitment and release dates and did not correctly calculate the aver
age length of stay per inmate. DOC officials concurred with these 
findings and said that full corrective action would be taken prior to 
the next submission of its SCAAP application. 

• The Office of the Chief Medical Examiner, as cited in a prior audit, 
did not have a fully documented internal control plan, did not have 
an approved Personnel Policies and Procedures Manual, and did not 
adequately maintain attendance and payroll records. OSA follow
up tests of attendance records disclosed, for example, that compen
satory time balances were not maintained and, in two instances, 
the hours for which an employee was paid exceeded the hours 
recorded as worked. 
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• The Office of the Chief Medical Examiner was not receiving proper 
oversight from the Commission on Medicolegal Investigation, its 
statutory advisory and oversight board. The Commission, which is 
required to meet three times a year, had not held a meeting since 
February 1997 and at that time did not achieve a quorum. The audit 
also noted that a Commission member performed services for which 
he was compensated by the Office of the Chief Medical Examiner 
without disclosing a possible conflict of interest to the State Ethics 
Commission or receiving a written exemption from the Governor . 

• The Supreme Judicial Court needed to more fully document its 
Internal Control Plan in order to fully comply with Chapter 647 of 
the Acts of 1989. 
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Inadequate 
Controls over 
Property and 
Equipment 

Judiciary/Law Enforcement Audits 

All state entities are required to keep complete inventories of 
property and equipment in order to ensure that fixed assets are 
properly safeguarded. Entities are also required to fully comply with 
the state's abandoned property requirements in order to protect and 
account for all assets in their custody. The following report identified 
areas in which inventory controls needed to be strengthened . 

• The Office of the Chief Medical Examiner had not established an 
inventory listing for its Boston facility. In addition, the Office did 
not pt:operly record its fixed-asset acquisitions on the Massachu
setts Management Accounting and Reporting System. As a result, 
the Office could not be assured that its furnishings and equipment 
were adequately safeguarded and accurately reported on financial 
statements . 

• The Office of the Chief Medical Examiner, as cited in a prior audit, 
did not have written procedures for or proper controls over the 
disposition of the personal property of deceased persons. In addi
tion, the Office was not in compliance with the Commonwealth's 
abandoned property requirements. As a result of these deficiencies, 
conditions were created in which $13,000 that had belonged to a 
deceased person was stolen. This incident was reported to the State 
Police and the Suffolk County District Attorney. However, the theft 
was not reported to the OSA as required by Chapter 647 of the Acts 
of 1989. Subsequently, a suspect in the theft made restitution in the 
amount of $8,000, and the Commonwealth paid to the deceased 
person's family the entire amount due. 
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JudiciarylLaw Enforcement Audits 

Prior Audit Results: Corrective Actions 

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

Office of the Chief • The Office has improved its internal controls by appropriately segre
Medical Examiner g~ting duties for ordering and purchasing activities and for the 

administration of its advance account. In addition, several issues 
relative to monitoring and recording disbursements have been re
solved . 
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• The Office has improved the remission of revenue collections by 
properly depositing all revenue collected, including' subpoena fees, 
with the Office of the State Treasurer . 

• The Office is complying with Executive Office for Administration 
and Finance regulations governing travel to and participation in 
training sessions where private entities provide funding. During 
the audit period, the Office paid for all such travel and training 
expenditures through its own appropriations. 
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Initiatives 

Trial Court of the 
Commonwealth 

JudiciarylLaw Enforcement Audits 

The following is an update on an ongoing judiciaryllaw enforce
ment initiative. 

• The OSA is conducting a comprehensive review of bail fund manage
ment by the Administrative Office of the Trial Court. This state
wide review will examine and assess financial and management 
controls over bail funds, as well as individual court compliance with 
laws, rules, and regulations regarding the maintenance of, account
ing for, and depositing of bail funds . 
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Other Audit Reports 

During the report period, the OSA re
leased 20 other audits pertaining to various 
agencies, boards, activities, and funds. Two 
of these audits reviewed Information Tech
nology (IT) activities and are detailed in the 
IT Audit Section, which begins on page 72. 
Five reports reviewed functions of former 
counties that have been transferred to the 
state; they are summarized in the County 
Government Abolition and Transfer Audit 
Section, which begins on page 6. 
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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 Child Support Enforcement Division of the Department of 
Revenue (DOR) did not effectively monitor and safeguard funds and 
account activity for which it was responsible. As a result, a man
ager in the Office of the State Treasurer was able to make an 
unauthorized transfer of $362,267 from the Child Support Enforce
ment Division's Automated Controlled Disbursement account to the 
State Treasurer's Unpaid Check Fund. This erroneous transfer was 
not detected and corrected for eleven months. In addition, because 
reconciliations between various accounts and actual bank balances 
were not properly performed, other errors could and did go undetec
ted. For example, a transfer of $3 million by Fleet Bank from the 
Child Support Trust Payment account to an account in the Office of 
the State Treasurer did not appear on the records of either DOR or 
the State Treasurer's Office. In its response, DOR indicated that it 
was taking corrective action to enhance controls over the Child 
Support Enforcement Division's accounts, with particular emphasis 
on the reconciliation and management of account activity . 

• The Child Support Enforcement Division of the Department of 
Revenue did not properly report to the federal Department of 
Health and Human Services (DHHS) interest earned on child sup
port collections. As a result, the Division's financial reports over
stated the amount of reimbursement due to the state from the 
federal government, an issue 'addressed in an audit by DHHS. As of 
the close of the OSA audit period, the Division had not yet recalcu
lated what retroactive adjustments would have to be made to fed
eral reports and cash drawdowns. In addition, due to incomplete 
interest information provided by the Office of the State Treasurer 
regarding the Child Support Trust Fund, the Division was continu
ing to file inaccurate data. DOR, in its response, indicated that it 
was working with the Office of the State Treasurer to resolve 
reporting issues and that adjustments to prior filings would be 
made. 
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• The Child Support Enforcement Division of the Department of 
Revenue did not utilize the proper methodology in calculating child 
support program costs that are reimbursed by the federal govern
ment. As a result, for the period October 1, 1994 to December 31, 
1998, the Division did not collect $21 million in federal funds for 
which its programs were eligible. DOR, in its response, indicated 
that the correct reporting methodology had been implemented for 
current claims and that the Division would resubmit corrected 
federal participation claims for the earlier time period. 

• The Child Support Enforcement Division of the Department of 
Revenue did not provide for an adequate segregation of duties in 
the processing and signing of checks from its manual checking 
account in that one person prepared and signed 39 of 157 checks. In 
addition, the Division's approval procedures for checks of over 
$1,500 were not being followed. Finally, OSA auditors found 
$35,780 in uncancelled, returned manual checks dating back to 
1996 that should have been voided and payment-stopped. As a 
result of these internal control deficiencies, a variance of $107,344 
existed between the in-house manual account and the balance for 
this account indicated on Division financial records. The difference 
could not be reconciled or explained by Division officials. 

• The Child Support Enforcement Division of the Department of 
Revenue (DOR) did not report until fiscal year 1999 $7,710,198 in 
fiscal year 1998 advance payments to custodial parents. The Divi
sion had also reported $5,817,330 of fiscal year 1997 advance ex
penditures in fiscal year 1998. In addition, the Division did not 
adequately reconcile its advance account and disbursement records 
or follow proper procedures for adjusting expenses to report expen
ditures. As a result, as of June 30, 1998, Child Support Enforcement 
account balances reported to the Office of the State Comptroller 
were overstated by more than $7 million, and expenditures were 
understated. 
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Other Audits 

• The Child Support Enforcement Division of the Department of 
Revenue (DOR) did not have controls in place to ensure the accu
racy of the amount due from noncustodial parents maintained on 
its electronic accounting system. Of 25 cases reviewed, 23 had 
balances that differed from the arrears calculation worksheet main
tained for each non-custodial parent. Moreover, the Division could 
not explain eighteen of the variances noted. Not maintaining accu
rate arrears balances could lead to overstatement or understate
ment of support payments due as well as incorrect financial report
ing. On a related matter, the Child Support Enforcement Division's 
case monitoring system did not adequately identify cases that 
needed to be closed because all dependent children had reached the 
age of 18 years. Two of the cases that the OSA reviewed for account 
accuracy were found to be open and assessing support even though 
all child support obligations had been met. In its response, DOR 
stated that the Division was in the process of installing new soft
ware that properly identifies cases involving dependents who will 
soon be 18 years old. The Division can then, where appropriate, 
initiate the case closing process . 

• The Department of Food and Agriculture needed to improve admin
istrative practices relative to the setting and collection of license 
and registration fees. Specifically, fees charged for the period July 
1, 1991 to June 30, 1999 exceeded by as much as $5.2 million the 
amounts the Department was authorized, under statute, to charge. 
Unauthorized fee increases had also been disclosed in a prior audit; 
after which the Department did submit a "Request for Fee Increase 
Proposal" to the Executive Office for Administration and Finance 
(EOAF). However, as of the close of the current audit period, EOAF 
had not taken action on the proposal. It is important to note that 
while the Department of Food and Agriculture was technically 
overcharging fees for certain services, the fees charged were not 
covering the cost of the services provided. Due to a lack of timeli
ness by both the Department and EOAF in taking the necessary 
steps to document the need for and establish new fees, fees collected 
were significantly lower than the amount needed to defray ex
penses incurred. EOAF responded to the current audit by prioritiz
ing the Department's request and, subsequent to the audit period, 
held a public hearing on and approved the Department's fee in
creases. 
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• The Department of Industrial Accidents still needed to improve its 
accounts receivable system for the collection of insurance premi
ums and various fines and fees. Specifically, details regarding the 
Department's June 30, 1998 accounts receivable balance were not 
adequately documented, and $2,110,303 in uncollected debt was 
written off without an aging or analysis of the likelihood of collec
tions for specific accounts. 

• The Devens Enterprise Commission did not procure a statutorily 
required annual audit by a certified public accountant. Commission 
officials apparently believed that because their deposits and expen
ditures were made through the town of Shirley, the audit performed 
for the town would be sufficient to meet the requirement of the 
statute. However, the town's audit report did not provide any re
view of Commission activities or express an opinion concerning 
Commission financial statements. The OSA therefore recom
mended that the Commission secure a separate audit that specifi-

. cally assesses its financial records and related activities. 

• The Devens Enterprise Commission did not conduct timely recon
ciliations of its general ledger accounts and could not, therefore, 
provide adequate assurance that the financial statements pre
sented in its semi-annual reports were complete and accurate. Fur
thermore, the Commission did not deposit all funds collected from 
permit fees in a timely manner and kept funds, prior to deposit, in 
an unsecured location. As a result, funds were inadequately safe
guarded and interest income was not maximized. 

• The Massachusetts Clean Elections Fund's accounting records and 
investment income were not subject to oversight by a single state 
agency. Prior audits of this Fund, formerly known as the State 
Election Campaign Fund, disclosed a similar deficiency in account
ability. The absence of a central oversight agency has historically 
affected the completeness and accuracy of agency accounting 
records and investment earnings, as well as internal control safe
guards. The current audit indicated that these problems continued. 
The internal control standards required by Chapter 647 of the Acts 
of 1989 were not being met; interest and other investment income 
were not maximized; and transfers and reconciliations of cash bal
ances were not always accurately and promptly performed. 



Other Audits 

• The Underground Storage Tank Petroleum Product Cleanup Fund's 
internal control plan still lacked important accounting and admin
istrative control elements relative to the identification of the duties 
and responsibilities of staff members, segregation of duties, and 
procedures for carrying out transactions. As a result, despite sub
stantial improvements in managing cash receipts, internal control 
issues persisted. For example, Fund records were not properly rec
onciled with information on Massachusetts Management Account
ing and Reporting System (MMARS) reports; and an unexplained 
variance of $157,324 was noted. In addition, the Fund's Fee Collec
tion Unit lacked necessary controls and procedures to ensure that 
outstanding annual fees were properly investigated, periodically 
aged, and aggressively collected. Finally, the Fund's board had not 
taken action to recover $1,115 in duplicate refunds identified in a 
prior audit. 

• The Underground Storage Tank Petroleum Product Cleanup Fund's 
management did not maintain adequate employee leave records. 
Specifically noted were missing original time records and supervi
sory approvals and insufficient documentation indicating that com
pensatory time was properly authorized, controlled, and necessary. 
As a result, there was little assurance that employees' attendance 
records were accurate, particularly with respect to compensatory 
time balances. 

• The Underground Storage Tank Petroleum Product Cleanup Fund's 
board had not taken the necessary remedial action to recover unre
lated costs, identified in a prior audit, which had been charged to 
the Fund. The revenues in question were used to purchase vehicles 
and equipment for the State Police and the State Fire Marshall and 
represent costs absorbed by the Fund for purposes unrelated to its 
mission. The OSA continued to recommend that the board work 
with the Executive Office for Administration and Finance to re
cover these funds. 
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All state entities are required to keep complete invent()ries and tag 
equipment in order to ensure that property is safeguarded and used 
for its intended purposes. The following report identified areas where 
inventory controls needed improvement. 

• Underground Storage Tank Petroleum Cleanup Fund administra
tors could not provide a centralized listing of all property and 
equipment. In addition, the two lists provided to auditors were 
incomplete and inaccurate. As a result, individual items were diffi
cult to trace, and some items could not be found. Moreover, al
though a prior audit reported over $823,000 in fixed assets, the 
Fund's inventory listings only accounted for $449,233. No explana
tion for the $373,767 discrepancy was provided; however, the audit 
noted that items valued at approximately $36,813 had been improp
erly removed from one Fund site. Finally, required fixed-asset 
information had not been entered on the Massachusetts Manage
ment Accounting and Reporting System. As a result of these defi
ciencies, there was little assurance that the Fund's fixed assets 
were adequately safeguarded or accurately reported on financial 
statements . 

• Underground Storage Tank Petroleum Cleanup Fund administra
tors could not document that required surplus property procedures 
were followed when disposing of furnishings and equipment. As a 
result, the Commonwealth could not be assured that appropriate 
authorizations for the disposal of eight vehicles had been received, 
that the proper method of disposal had been determined and fol
lowed, or that maximum benefit from the disposal of the property 
was realized. 
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Program 
Implementation 
and Oversight 

Other Audits 

During the report period, the OSA reported on several issues in
volving programmatic planning, administration, and monitoring. 
Both financial and service-related results are summarized below. 

• The Department of Industrial Accidents had serious deficiencies in 
its administration of the Workers' Compensation Trust Fund. Due 
to inadequate enforcement policies, many Massachusetts employers 
were not carrying required workers' compensation insurance. As a 
result, the Workers' Compensation Trust Fund, over the past thir
teen years, paid $65,650,745 to employees who were injured while 
working for uninsured employers, while those employers who did 
not carry insurance paid higher insurance premiums to maintain 
the Fund. During the current audit period, 779 noncomplying em
ployers disregarded the Stop Work Orders intended to close their 
businesses until they obtained workers' compensation insurance 
and paid all fines. Although the Department was statutorily autho
rized to levy additional fines and to initiate criminal and civil 
proceedings, its officials rarely used these enforcement remedies. In . 
fact, the Department did not assess employers the full amount of 
fines owed, did not utilize effective collection procedures for fines 
that were imposed, and allowed businesses to continue to operate 
without workers' compensation insurance. Consequently, the De
partment was in violation of the Workers' Compensation Act; lost 
millions of dollars in premiums and fines, which placed the Work
ers' Compensation Trust fund at financial risk; and was unfair to 
complying employers. 
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• The Information Technology (lTD) and Operational Services (OSD) 
divisions of the Executive Office for Administration and Finance 
did not adequately monitor telephone services provided to the Com
monwealth. Specifically, lTD and OSD did not properly oversee the 
private companies retained to audit the Commonwealth's telephone 
bills and recoup overcharges. They could not provide documenta
tion to verify compliance with mandated recoupment activities or 
the accuracy of required financial reports, nor could they provide 
executed copies of contracts for audit services, contract extensions, 
and subcontractor agreements. lTD and OSD were also unable to 
document the number of audits conducted, the audit findings, and 
the names of the firms that performed the audits. They therefore 
did not report this information, as required, to the House and 
Senate Ways and Means Committees. On a related matter, MCI 
World Com (MCI), the Commonwealth's long-distance service pro
vider for state agencies, cities, and towns, did not properly credit 
approximately $1 million in payments from individual agencies 
and municipalities. As a result, the outstanding balances on 
monthly MCI statements were repeatedly overstated. Incorrect bill
ings were also an issue, though a less severe one, with Bell Atlantic. 
lTD, in its response, said it had taken and was continuing to 
develop corrective actions that address telecommunication vendor 
billing and oversight issues. 

• 
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Special Audit Section: Revenue-Related Audits 

Agency 
Compliance with 
Laws, Regulations, 
and Office of the 
State Comptroller 
Policies for 
Selected 
Transactions 

Bond Funds for 
Selected 
Settlements and 
Judgments 

During the report period, the OSA released the following revenue
related audits. 

The Office of the State Auditor, in conjunction with the Single 
Audit of the Commonwealth, conducted a review of selected transac
tions at sixteen state agencies for the purpose of determining agency 
compliance with relevant laws and regulations. The audit also exam
ined agency internal control plans and reviewed procurements by 
departments that had been delegated authority to enter service con
tracts up to $25,000 without Office of the State Comptroller and 
Operational Services Division direct oversight. Audit tests disclosed 
no reportable conditions except that the Executive Office of Environ
mental Affairs had not completed the update and expansion of its 
internal control plan as required by Chapter 647 of the Acts of 1989. 
The audit also recommended that all agencies complete a thorough 
risk-assessment in order to most efficiently manage risk and utilize 
resources. 

The OSA reviewed bond-funded expenditures for land acquisition 
settlements and judgments for environmental-related purposes. The 
audit reviewed the process, funding, and timeliness of the 
Commonwealth's payment of court-ordered eminent domain judg
ments with particular focus on the Metropolitan District Commission 
(MDC) funding process and controls for its land acquisition program. 
Results of this review are detailed below . 

• During the time period January 22, 1996 to June 30, 1999, the 
Commonwealth incurred interest obligations of $1,221,239 due to a 
lack of available funding for court-ordered eminent domain judg
ment and settlement payments on land costing $62.8 million, which 
was acquired by the MDC through eminent domain. The audit 
noted that the account out of which the required payments were to 
be made was last funded in January 1996, when $15 million was 
appropriated. While this funding was projected to meet the 
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account's need for a five-year period, all but $117,341 was expended 
within four months of the funding being received. No further appro
priation for land takings and related judgments was provided until 
February 2000, when an appropriation within Chapter 34 of the 
Acts of 2000 provided $51,748,343, of which $17,198,343 was ear
marked for payments pertaining to the taking of land through 
agencies within the Executive Office of Environmental Mfairs. 
Funds were to be expended in compliance with regulations promul
gated by the Office of the State Comptroller. At the close of the 
audit period, the Commonwealth was continuing to incur judgment 
and settlement interest, related to land acquisitions, due to insuffi
cient funding . 

• The OSA recommended that the Commonwealth provide the level of 
funding necessary for the timely payment of pending court-ordered 
eminent domain judgment settlements. Such action would be facili
tated if appropriate agency officials ensured that future requests 
for funding provide for both pending and anticipated court-ordered 
eminent domain judgments and settlements. In addition, agencies 
and divisions that are subject to eminent domain payments should 
be both funded and authorized to make these payments on their 
own. Finally, written guidelines for expending funds designated for 
court-ordered eminent domain settlements would assist agencies in 
identifying funds for the payment of settlement obligations and 
provide for consistent and clear financial reporting for these expen
ditures. 



Other Audits 

Special Audit Section: CAIT Project 

CAIT Project 
Oversight 
Coordination 
Commission 

The CAIT 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 or 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 CAIT Project Oversight Coordinating Commission issued a 
report in August 2000 detailing coordination initiatives as well as a 
summary of the work of each of the three offices in fiscal year 2000. In 
the time period covered by this Semi-Annual Report, the OSA initi
ated reviews of costs associated with a railroad connection between 
North and South Stations (North/South Rail Link) under the new 
Central Artery alignment, the impact of the CAIT project on expendi
tures for statewide road and bridge projects, and the Logan Airport/ 
Route 1A Interchange contract award. The OSA also issued two re
ports, the results of which are detailed below. 
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The OSA, in a prior audit, reported that the CAfI' Project paid more 
in workers' compensation and general liability insurance premiums 
than was needed to cover third parties or employees actually working 
on the project. The OSA recommended that at least $58 million in 
funds from overpayments be used for needed project funding and to 
reduce project-related debt servicing costs. The current, follow-up 
audit further examined CAfI' management of its insurance program 
in light of OSA findings and corroborating findings reported by the 
Federal Office of the Inspector General (OIG) that CAfI' management 
overpaid premiums. The OIG report stated specifically that the deci
sion by CAfI' officials to invest these overpayments rather than apply
ing them to current costs was contrary to federal regulations and 
represented poor cash management practices . 

• CA/T management initially responded unfavorably to OSA recom
mendations. As late as October 1999 CAIT planned to maintain its 
investment trust intact until 2017, when it would reach an esti
mated $826 million. Its management also planned to make addi
tional workers' compensation premium payments, although the 
OSA found that the project had sufficient reserve funds to cover 
combined workers' compensation and general liability maximum 
aggregate loss. However, subsequent to the audit period, project 
officials indicated that they planned to use trust fund revenues to 
offset estimated workers' compensation premiums due through cal
endar year 2001, and to then forgo premium payments for the 
remainder ofthe project. These actions would reduce state borrow
ing costs by $64 million and are consistent with OSA recommenda
tions. 
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• The Fort Point Channel Crossing in South Boston involves the 
design and construction of a series of multi-lane highway tunnels 
under the South Station railroad tracks, over the MBTA's Red Line, 
and in between the United States Postal Annex and the Gillette 
Company. Its design was adversely affected by MHD's inability to 
resolve two significant issues in a timely manner. The first delay 
resulted from extended debate regarding the preliminary design for 
temporary supports needed for excavation for and interface of land 
and water tunnel tubes. Despite repeated warnings from CAJT 
consultants that the original design, involving a circular cofferdam 
support system, would not work without significant and costly 
enhancements, this design was not abandoned for 18 months, at 
which point an alternative excavation support system was devel
oped. The second delay involved ramp design problems, which took 
34 months to resolve. These design delays increased project costs by 
more than $19 million. 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and acknowledge 
agency compliance with OSA recommendations. Corrective actions, 
based on OSA recommendations, were taken by the following entities. 

• The Department has improved its business continuity and contin
gency planning by developing and implementing a written disaster 
recovery plan for restoring automated systems in the event of loss 
of computer operations. 

• The Department has made progress in reducing the time it takes to 
process workers' compensation claims. 

• The Department, as noted in the ~SA's Statewide Test of Transac
tions, recorded all equipment purchases in fiscal year 1999 in the 
Commonwealth's central accounting system in a precise and timely 
manner. 

• EOEA, as noted in the ~SA's Statewide Test of Transactions, had 
resolved issues of documentation and reporting relative to its Fed
eral Coastal Zone Management Administration Award. 

• The AG's Office, in fiscal year 1999, as reported in the ~SA's 
Statewide Test of Transactions, appropriately recorded all fixed
asset acquisitions in the Commonwealth's central accounting sys
tem. 

• 



Underground 
Storage Tank 
Petroleum Product 
Cleanup Fund 

Other Audits 

• The Fund has established regulations for awarding grants to mu
nicipalities and providing reimbursements to eligible owners and 
operators of underground storage tanks. In addition, since awards 
and reimbursements are now being made from the Fund, its bal
ance has properly fallen below its $30 million statutory cap. 

• The Fund's expenditures, during the audit period, were found to be 
reasonable, accurately recorded and documented, and properly pro
gram~related. 

• The Fund has established appropriate internal controls over payroll 
expenditures and cash receipts in compliance with Chapter 647 of 
the Acts of 1989. 
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The following are among planned and ongoing initiatives relative 
to various state agencies and programs. 

• 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, thirteen of which have been issued . 

• The OSA is conducting a review ofMHD's Road and Bridge Program 
to determine whether it is being adequately funded. The audit will, 
for example, examine expenditures on road and bridge projects to 
determine whether the Commonwealth is complying with the fed
eral requirement that 29% of its annual federal highway funding be 
allocated to projects other than the Central ArteryrI'hird Harbor 
Tunnel. 



bn 

Single Audit of the 
Commonwealth 

Statewide Reviews 
of Fees for 
Services 

Other Audits 

• During fiscal year 2000, the OSA will once again be a partner in 
performing the "Single Audit ofthe 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 Comprehensive An
nual 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 continue to assist housing authori
ties and other entities in meeting their responsibilities under the 
Federal Single Audit Act . 

. • In addition to the reports listed in the Appendix on page 104, the 
following reports are issued annually in compliance with our state 
and federal laws and regulations: 

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

Accordance with Government Auditing 
Standards 

Report on the Requirements of OMB Circular A-133 
Report on the Schedule of Expenditures of Federal 

Awards 

• The OSA is initiating an audit to determine whether the fees 
charged by state agencies for various services, permits, licenses, 
and inspections are set at the amounts mandated by state laws and 
regulations. The audit will also determine the monetary effect to 
the Commonwealth of any identified noncompliance. 
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Information 
Technology Audits 

During the report period, the ~SA's Infor
mation Technology,(IT) Audit Division issued 
eight audit reports and three management 
letter reports detailing strengths and weak
nesses of internal controls within IT-related 
and certain financial-related areas. In addi
tion, because of the changing data processing 
environment throughout the Commonwealth, 
the IT Audit Division has continued to update 
survey information pertaining to IT-related 
operations. Based upon survey and pre-audit 
information, the Division initiates audit en
gagements based upon technological impor
tance and levels of risk to agency data centers 
or automated systems. 

Information technology auditing is the pro
cess of collecting and evaluating evidence to 
determine whether computer systems or tech
nology environments adequately safeguard 
assets, maintain data and system integrity, 
achieve organizational goals effectively, and 
consume resources efficiently. IT audits pro
vide an independent, objective appraisal of the 
adequacy of internal controls over and within 
information systems and data centers. Infor
mation technology auditing also includes pro
viding technical support to financial and per
formance auditors in evaluating IT-related or 
information systems-related controls and re
trieving selected information from automated 
systems. Internal control examinations are 
conducted of general and application controls. 
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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 deter
mine whether sufficient controls are in effect to ensure that auto
mated systems can be relied upon and that processing can be per
formed in an accurate, complete, valid, and timely manner. This 
Division also examines financial-related controls, which are generally 
reported in integrated IT and financial audits. Findings recorded 
during this report period disclosed issues in a number of areas, includ
ing disaster recovery and business continuity planning, backup stor
age of computer media, system access security, and accounting and 
inventory controls. 

The overall objective of disaster recovery and business continuity 
planning is to ensure that computer operations that are mission
critical or essential can be promptly restored in the event of signifi
cant disruptions or loss of processing capabilities. Other contingency 
planning objectives are to safeguard data, programmed software, and 
critical documentation; to ensure employee safety; to minimize secu
rity exposures and system damage; and to reduce the time required to 
recover from system disruptions or failure . 

• The Department of Youth Services (DYS) did not have adequate 
controls in place over off-site storage of backup tapes at its central 
office in Boston or at its four regional offices. As a result, should a 
disaster that renders data processing aGtivities inoperable also de
stroy on-site copies of backup magnetic media, DYS would experi
ence significant difficulties in regaining operations within an ac
ceptable period of time . 

• Hampton Probate and Family Court Department had not imple
mented a formal, tested business continuity plan for restoring es
sential functions in a timely manner should its automated systems 
be rendered inoperable. As a result, a significant disaster impacting 
the Court's computer systems would seriously affect its ability to 
regain mission-critical and essential data processing operations. 
The OSA recommended that the Court, in conjunction with the 
Administrative Office of the Trial Court (AOTC), perform a risk 
analysis and criticality assessment. Based on the results of these 
assessments, the Court and AOTC should develop, test, and imple
ment an effective recovery plan. 

73 



. . . 

Information Technology Audits 

Disaster 
Recovery and 
Business 
Continuity 
Planning 
(continued) 

74 

• The Massachusetts State College Building Authority had not imple
mented or tested a formal business continuity plan for timely resto
ration of all mission-critical and important business functions 
should a disaster render its automated systems inoperable or inac
cessible. In addition, although copies of backup media were being 
stored off site, the copies were maintained at an employee's resi
dence, a practice that could compromise the security and availabil
ity of the backup media. The OSA recommended that the Authority 
perform a risk analysis and criticality assessment, designate an 
alternative processing site, store copies of backup magnetic media 
in a secure off-site location where control objectives and accessibil
ity can be assured, and implement a recovery plan based on tested 
strategies for the effective recovery of critical operations within 
needed time frames . 

• Worcester Probate and Family Court Department did not have a 
formal, tested business continuity plan to prevent the loss of mis
sion-critical and essential business functions processed on 
Courtview, an automated docketing system. In addition, although 
the Court had written procedures for responding to loss of its elec
tronic cash register, alternative procedures had not been tested. 
Finally, an alternate processing site had not been designated or 
tested. As a result, daily operations of the Court would be seriously 
impacted should loss of automated systems occur. The OSA recom
mended that the Court, in conjunction with the Administrative 
Office of the Trial Court, develop and implement a comprehensive, 
tested business continuity and contingency plan based on the re
sults of a risk analysis and criticality assessment. Court staff 
should be trained in the execution of the plan under emergency 
conditions; and the completed plan should be distributed to all 
appropriate staff members. 
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Hardware 

Information Technology Audits 

All state entities are required to keep complete inventories of 
computer-related equipment to ensure that these fixed assets are 
properly safeguarded and used for the purposes intended. The follow
ing reports identified areas in which internal controls over computer 
hardware needed improvement. 

• The Department of Youth Services did not update its computer 
hardware inventory list annually as required. As a result, its record 
of computer hardware was incomplete and inaccurate, and its com
puter equipment was exposed to an increased risk of undetected 
theft, loss, or misuse. 

• The Hampden Probate and Family Court Department did not tag all 
computer equipment with state identification numbers and did not 
maintain a current, complete computer hardware record. The audit 
noted, for example, that computer hardware valued at $25,245 was 
not listed on inventory records. As a result, the Court could not be 
assured that its computer equipment was properly safeguarded or 
accurately reported on financial statements. 

• The State Racing Commission, at the time of audit field work, had 
not taken corrective action regarding the accuracy and complete
ness of its reporting on property and equipment, including com
puter hardware, to the Office of the State Comptroller. The audit 
noted, for example, that a file server valued at $20,642 and labora
tory equipment valued at $94,420, listed on the Commission's hard
ware inventory record, were not properly recorded on the Massa
chusetts Management Accounting and .Reporting System. At the 
close of the audit period, however, the State Racing Commission 
had corrected its inventory record and reporting for computer 
equipment, as well as for office furniture and other equipment 
items. 
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Sound management practices and generally accepted industry 
$tandards 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 an 
inventory record. In addition, the software inventory record and peri
odic tests should be used to help prevent unnecessary software expen
ditures, 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 Department of Youth Services (DYS) did not maintain a com
plete, updated record of its software fixed assets. In addition, DYS 
did not have formally documented policies or guidelines regarding 
the authorized use of application software. As a result, the agency 
could neither account for all copies of software nor determine 
whether only authorized software was installed on its systems. The 
OSA recommended that DYS maintain a perpetual software inven
tory record that includes software origin, cost, and number of copies 
purchased. This would help ensure that the software is adequately 
safeguarded and that its value is accurately reported on financial 
statements. 

• Hampden Probate and Family Court Department did not maintain a 
software inventory record. As a result, the Court could not account 
for all copies of software, could not determine whether only autho
rized software was in use, and could not accurately report fixed
asset values on its financial statements. 

• The State Racing Commission did not list all software packages on 
inventory records. Further, although no unauthorized copies of 
software were found to be installed on its computer systems, the 
OSA recommended that the Commission develop and maintain a 
list of software authorized for use by its staff. 



Organization and 
Management 
Controls 

Information Technology Audits 

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

• The Department of Youth Services did not have documented and 
approved policies and procedures in place to adequately address IT 
functions. Such documented policies and procedures would provide 
reasonable assurance that control and business objectives would be 
achieved for physical security, logical access security, environmen
tal protection, hardware and software inventory control, and con
tract monitoring. Such procedures would also cover IT-related stra
tegic planning, risk assessment, and evaluation. The Department 
concurred with this finding and, immediately following audit field
work, took steps to more fully document internal control policies 
and procedures . 

• The Wrentham Developmental Center did not have documented and 
approved policies and procedures to adequately address IT opera
tions. Formal documentation ofIT-related policies and procedures 
provides a sound basis for planning, risk assessment and risk man
agement, operating effectiveness, and corrective action. The OSA 
recommended that the Wrentham Developmental Center develop 
policies and procedures focused on providing a control structure for 
managing IT processes and activities throughout the agency. 
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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 correctly col
lected, recorded and disbursed, and, where appropriate , remitted to 
the Office of the State Treasurer . 

• Hampden Probate and Family Court Department, as of June 30, 
1999, held 264 custodial passbook accounts totaling $3.6 million. 
These are · funds paid to the Court in custody suits and held in 
interest-bearing accounts pending case disposition. The audit re
vealed that the Court had not reviewed the status of these accounts 
since February 1994 to determine whether any of these funds 
should be transferred as abandoned property to the Office of the 
State Treasurer. The OSA recommended that the Court review all 
custodial funds on a monthly basis, as required, to determine the 
possibility of abandonment. The Court responded that a review of 
custodial accounts has been initiated . 

• The Massachusetts State College Building Authority, the entity 
responsible for managing certain purchases of goods and services at 
state colleges, was not requiring written documentation for goods 
received prior to making payments on behalf of the colleges. While 
the payments themselves were supported by the purchase orders 
and canceled checks, the Authority, for half the payments reviewed, 
did not have written documentation that goods had been received. 
In the absence of documentation to confirm the receipt of goods, the 
Authority is at risk of making payments for goods either not re
ceived or received in an unacceptable form. The Authority also 
needed to obtain a copy of all executed service contracts to verify 
that invoiced services and compensation rates are in agreement 
with contract provisions prior to payment. 
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• The Massachusetts Office of Travel and Tourism (MaTT) needed to 
strengthen controls over business-subsidized travel, travel reim
bursements, and use offrequent flyer miles. Specifically, although 
policies and procedures did exist for the reporting of subsidized 
travel, senior managers did not disclose subsidized travel benefits 
in the form of airline ticket upgrades. These benefits totaled over 
$40,000 during fiscal year 1999 and the first seven months of fiscal 
year 2000. In order to prevent the perception of a conflict of inter
est, MaTT employees should disclose all business subsidized travel 
on their Travel Authorization Forms. In addition, the OSA review 
of payment vouchers and travel expenses during the period July 1, 
1998 through June . 30, 1999 indicated a lack of supporting docu
mentation for certain travel expenditures, and some duplicate pay
ments. Of the duplicate payments brought to MaTT's attention, 
four reimbursements totaling $2,427 were made to the agency prior 
to the completion of audit fieldwork, and at least one insufficiently 
documented voucher for reimbursement was being reviewed. Fi
nally, MaTT did not require that frequent flyer miles earned be 
used to obtain no-cost air travel for the agency. 

• Worcester Probate and Family Court Department had implemented 
appropriate controls over cash receipts collected through probate 
fees and was ensuring that a required Affidavit of Indigency accom
pany all cases for which filing fees had been waived. However, 
there was no indication that these affidavits had been reviewed and 
approved. The Court responded that a space for approval/denial has 
been added to the Affidavit of Indigency Form and that assistant 
registers or judges will review all waiver requests. 

• Worcester Probate and Family Court Department needed to improve 
its management of custodial savings accounts, which represent 
funds paid to the Court in custody suits and held in interest-bearing 
accounts pending case disposition. Specifically, there were no docu
mented procedures in place to inform the Registrar of Probate that 
an account had been approved by a judge and subsequently opened. 
In addition, individual accounts were not properly updated or rec
onciled to bank statements; segregation of financial transaction 
duties was insufficient; and interest accrued to individual accounts 
was not properly posted. Finally, the Court had not transferred to 
the Office of the State Treasurer custodial accounts that had been 
unclaimed for six months and were therefore considered to be aban
doned property. The Court responded that it is in the process of 
automating custodial savings account functions, which should fa
cilitate timely reconciliations and transfer of abandoned property 
to the Office of the State Treasurer. 
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• Wrentham Developmental Center maintains personal needs ac
counts, termed consumer funds, for individual clients. Although 
controls over consumer funds were generally sufficient, two issues 
were noted. The Center was not accounting for consumer funds 
advanced to designated caregivers for the purchase of items for 
clients within the required fourteen-day limit. In order to reduce 
the risk ofloss or misuse of these funds, the OSA recommended that 
the Center formalize and disseminate procedures requiring that 
management conduct periodic compliance reviews of consumer 
funds, report expenditures by caregivers that have not been ac
counted for within fourteen days to the consumer fund office, and 
take further action as appropriate. In addition, the Center did not 
have adequate policies and procedures for the disposition of funds 
being held on behalf of deceased residents. During the period cov
ered by the audit, the Center had $55,307 in consumer funds repre
senting 65 deceased persons' accounts. In one instance, funds were 
being held on behalf of a person who had died ten years earlier. The 
OSA recommended that greater initiative be taken to locate de
ceased residents' next-of-kin and to detail for them procedures for 
claiming the funds. Furthermore, unclaimed accounts that are held 
for longer than seven years must be transferred to the Office of the 
State Treasurer as abandoned property. 
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Adherence to state regulations regarding contract monitoring 
helps to ensure that contract performance meets expectations and 
that the state's and clients' interests are protected. The following 
audit reported the need for increased contract oversight . 

• The Department of Youth Services (DYS) needed to improve its 
monitoring of contract performance and quality of services ren
dered to clients. Although the Department used a competitive bid 
process and properly awarded service provider contracts, follow-up 
contract monitoring was inconsistent and could not provide reason
able assurance that service providers were complying with contract 
terms or that clients were receiving quality service. The OSA rec
ommended that DYS document a detailed evaluation process, moni
tor provider services on a continuous basis, and document reviews 
performed at the vendor level. DYS management responded that 
the agency had been understaffed in recent years in this important 
oversight area, but was committed to restoring this capacity and to 
implementing an agency-wide monitoring and evaluation process 
during fiscal year 2001. 
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All state entities are required to keep complete inventories of fixed 
assets in order to help ensure accountability for fixed assets and that 
property is safeguarded and used for its intended purposes. The fol
lowing reports discussed inventory control issues. 

• Hampden ·Probate and Family Court Department did not have an 
accurate, complete, and valid inventory record for property and 
equipment. As a result, the Court could not be assured that its fixed 
assets, including office furnishings and equipment, were ad
equately safeguarded or accurately reported on financial state
ments . 

• Worcester Probate and Family Court Department, as cited in a prior 
audit, needed to improve controls over property and equipment. 
Specifically, office furniture and equipment purchased during fiscal 
years 1998 and 1999 had not been properly tagged or recorded on 
the Administrative Office ofthe Trial Court's centralized inventory 
record. In addition, the Court had not performed an annual physical 
inventory of furnishings and equipment since April 1994 and did 
not have accurate cost figures for a significant number of items 
listed on inventory records. As a result, the Court could not be 
assured that its fixed assets were adequately protected from loss, 
theft, and misuse or were accurately reported on financial state
ments. 

• 



Information Technology Audits 

Prior Audit Results: Corrective 'Actions 

State Racing 
Commission 

Worcester Probate 
and Family Court 
Department 

Wrentham 
Developmental 
Center 

A review of prior audit results is an important component of OSA 
audits. Follow-up reviews help to monitor and recognize agency com
pliance with OSA recommendations. The following agencies have 
taken corrective action based on OSA recommendations. 

• The Commission has installed. a centralized automated system, 
which has improved cash management controls relative to occupa
tionallicenses issued to track workers. 

• The Commission has improved system access security controls by 
requiring that passwords be changed every 60 days and by allowing 
only current employees access to its automated systems. Physical 
security and general housekeeping practices in the room housing 
its local area network's file server have also been improved. 

• The Commission has developed and implemented a formal, written 
business continuity plan for restoring computer operations in the 
event of a long-term loss to its automated systems. 

• The Court has significantly improved general housekeeping prac
tices within the room housing its local area network's file server 
and has made modifications to prevent a premature shutdown of its 
automated system. Although the Court was unable to move its file 
server, which is located beneath a public restroom, the OSA sug
gested that management raise the file server approximately two 
feet above floor level to help prevent any potential water damage. 

• The Center has improved the management and oversight of its 
client-related canteen funds and, during the audit period, fund 
expenditures were properly documented and authorized. 
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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 are detailed below. 
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Enforcement Assurance 

Review Results 

Child Care 
Resource Center, 
Inc. 

• The OSA referred to the Office of the Attorney General its finding 
that the Child Care Resource Center's former Director of Adminis
tration and Finance diverted $60,219 for personal use over a two
year period. In examining the control environment, the OSA found 
that an inadequate segregation of financial transaction duties and 
insufficient controls over corporate credit card usage created condi
tions that allowed the theft to occur and also allowed other employ
ees to make questionable corporate credit card expenditures . 

• Subsequent to the audit period, the former Director of Administra
tion and Finance pled guilty to charges oflarceny over $250, utter
ing a false document, and forgery. As part of his two-year prison 
sentence, suspended for a period of five years, the Court ordered 
restitution in the amount of $46,469.21. 
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Enforcement Assurance 

Concord-Assabet 
Family and 
Adolescent 
Services, Inc. 
(Concord-Assabet) 

86 

• The OSA referred to the Office of the Attorney General its audit of 
Concord-Assabet, which reported that serious administrative and 
internal control deficiencies resulted in significant operating losses, 
a deterioration in program performance, and thousands of dollars 
in questionable charges to state contracts. Responding to financial 
crisis, the Concord-Assabet Board of Directors cut staff salaries and 
benefits, including employee pension payments. Staff turnover was 
high, and temporary workers were hired to fill direct care positions. 
As services declined, the Office of Child Care Services placed three 
of Concord-Ass abet's residential school programs under sanctions, 
and the Town of Concord cited the Concord Residential School for 
health code violations. The audit also noted that despite the entity's 
fiscal problems, its former Chief Executive Officer incurred signifi
cant expenses for out-of-state traveL 

• Among specific billings, the OSA cited $45,000 paid to Concord
Assabet under its Bridge Homes Program for consultant services 
that were not incurred. In addition, the agency received $151,617 
that it had billed for direct care/support staff services for a time 
period before clients were admitted· to this program. Furthermore; 
several current and former employees, for whom that agency had 
billed $32,605, stated that they had not performed the Bridge 
Homes Program services for which the agency had billed. 

. • Subsequent to audit field work, Concord-Assabet's President/CEO 
resigned, and its Board of Directors appointed a new President/ 
CEO. The audit noted that new management staff were taking 
positive measures to improve agency operations. However, the au
dit recommended that the Commonwealth recover $200,000 in 
highly questionable personnel, consultant, and credit card expendi
tures incurred prior to the change in management. 

d 
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Division of Local 
Mandates 

The Division of Local Mandates (DLM) 
was established by Proposition 2 Y2 to deter
mine the financial impact on cities and towns 
of proposed or existing state laws and regula
tions. Section 27C of Chapter 29 of the Gen
eral Laws generally provides that any post-
1980 law or regulation imposing service or 
cost obligations on cities, towns, regional 
school districts, or educational collaboratives 
shall be effective only if locally accepted or 
fully funded by the Commonwealth. Any pro
tected party aggrieved by such a law or regu
lation may petition Superior Court to be ex
empted from compliance until the necessary 
state funding is provided. DLM's determina
tion of the cost imposed may be offered as 
prima facie evidence of the state funding nec
essary 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 oflegislation is considered by the 
General Court, DLM reviews thousands of 
bills, prepares preliminary cost studies, and 
contacts members of the Legislature to make 
them aware of the Auditor's concerns. In addi
tion, DLM responds to requests from indi
vidual legislators, legislative committees, 
municipalities, and governmental associa
tions. 



Division of Local Mandates 

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 functions, DLM works to 
ensure that state policy is responsive to local 
fiscal realities, so that cities and towns can 
maintain autonomy in setting municipal bud
get priorities. 

The following section highlights samples 
of this work during the reporting period. 
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Division of Local Mandates 

Legislative Studies and Mandate Determinations 

Massachusetts 
Bay 
Transportation 
Authority (MBTA): 
New Assessments 

90 

The City of Lowell requested an opinion as to whether the Local 
Mandate Law applies to assessments on communities not previously 
within the Massachusetts Bay Transportation Authority (MBTA). 
This opinion addressed Section 151 of Chapter 127 of the Acts of 1999, 
which strikes and replaces prior law relative to the MBTA. Specifi
cally, the amended law requires cities and towns within the MBTA to 
contribute over $136 million to the Authority's state and local assis
tance fund. The mandate question arises in light of the fact that this 
law adds 97 communities to the MBTA and imposes upon most of them 
cost obligations that did not previously exist. Nonetheless, it is the 
opinion of DLM that the Local Mandate Law does not apply in this 
case, because the obligation is imposed "notwithstanding the provi
sions of any general or special law to the contrary." 

In addition, an amendment adopted late in the legislative process 
provides for relief for communities that are members of regional 
transit authorities. This amendment provides that the MBTA assess
ment for any community belonging to a Chapter 161B regional transit 
authority will be offset by the amount paid to said regional transit 
authority. For Lowell, the amount paid completely offsets the MBTA 
assessment and, therefore, even without the "notwithstanding" provi
sion, the Local Mandate Law would not apply in this case. 

< 



Senate 2068: 
Notification of Pet 
Owners 

Division of Local Mandates 

Senate 2068 would mandate that municipal police departments 
exercise reasonable efforts to contact the owners of cats and dogs 
killed or injured in automobile accidents . The bill requires these 
efforts only if an accident is reported and if the animal is wearing an 
identifying tag. 

DLM consulted several police chiefs and the Massachusetts Chiefs 
of Police Association, who characterize the provisions of Senate 2068 
as standard operating procedure in Massachusetts police depart
ments. As such, the notification required would not impose an "addi
tional service or cost obligation" under the Local Mandate Law. 

For any municipality in which notification is not already standard 
procedure, any new cost or service obligation would fall under the 
"incidental local administration expense" exclusion to the general 
rule that costs imposed on municipalities by state law must be as
sumed by the Commonwealth. 
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Division of Local Mandates 

Senate 1275: 
Proposed 
Amendment to the 
Quinn Law 

92 

At the request of the Senate Committee on Ways and Means, DLM 
reviewed Senate 1275, An Act Including a Masters in Public Adminis
tration under the so-called Quinn Law. 

Senate 1275 would amend Section 108L of Chapter 41, MGLs (the 
Quinn Law) to provide that certain full-time police officers that attain 
masters degrees in public administration would be entitled to the 
salary benefits provided under current law to officers that earn mas
ters degrees in law enforcement or law degrees. As the Quinn Law is a 
local option law, this benefit amounts to a 25% increase in a qualify
ing officer's base rate of pay in those cities and towns that have voted 
to accept it. Current law also provides that the Commonwealth shall 
reimburse these communities for one-half of the cost of this additional 
salary benefit. 

Although Senate 1275 would require some communities to incur 
additional costs in providing this salary benefit to a new class of police 
officers, it is the opinion of DLM that this bill would not be subject to 
the full state funding provisions of the Local Mandate Law. This is, in 
part, because the enactment of mandates related. to municipal employ
ment is governed by Article 115 of the Amendments to the State 
Constitution and also because the Senate bill amends a local option 
law. 

In general terms, Article 115 sets standards for enactment oflaws 
governing municipal labor relations. The Article provides that any 
"law imposing additional costs upon two or more cities and towns by 
the regulation of the compensation, hours, status, conditions or ben
efits of municipal employment" will be subject to local acceptance 
unless one of two standards is met. Such a law may be binding if the 
Commonwealth assumes its cost, or if the law is enacted by a two
thirds vote of each branch of the Legislature. 

Furthermore, even though enactment of Senate 1275 would result 
in additional police salary expenses in a number of communities, the 
courts have suggested that a proposal further amending a local option 
law would probably not be covered by either the Local Mandate Law 
or Article 115. The rationale is that the state does not impose costs 
upon cities and towns by further regulating an activity communities 
voluntarily undertake. See Town of Norfolk v. Department of Environ
mental Quality Engineering, 407 Mass. 233 (1990) and City of Cam
bridge v. Attorney General, 410 Mass. 165 (1991). 
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Division of Local Mandates 

DLM did attempt to estimate the potential cost impact of the bill, 
but found that the necessary data was not readily available. The 
Division did, ,however, obtain estimates from the state's largest mu
nicipal employer, the City of Boston. Officials at the Boston Police 
Department estimate that 20 police officers currently hold masters 
degrees in public administration. Although base pay rates vary with 
years of service and educational levels, we offer an illustration of the 
potential cost impact at a base pay rate of $53,426, the Boston Police 
Department's current rate for a patrolman with a bachelor's degree 
and three years of service on the force. In this scenario, Senate 1275 
would result in a $13,356.50 base pay increase for 20 officers, and 
have a total impact of $267,130. Under the provisions of the Quinn 
Law, the Commonwealth would reimburse the city for one-half of this 
amount, so that the final impact would be $133,565 each for the state 
and city. It is anticipated that the number of qualifying officers and 
the cost impact would grow if the amendment were adopted. 
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Division of Local Mandates 

House 4524: An 
Act Further 
Regulating the 
Retirement 
Benefits of Certain 
Public Safety 
Employees 

94 

Senator Joan M. Menard requested an opinion as to whether legis
lation offering earlier retirement benefits for certain public safety 
employees would be considered a local mandate on cities and towns. 

In relevant part, House 4524 would amend Chapter 32, MGLs, to 
provide increased retirement benefits at earlier ages for certain public 
safety officers, including eligible members of municipal police depart
ments. Under this option, eligible persons could retire after 20 years 
of service, with an annual retirement benefit of sixty percent of their 
average annual rates of regular compensation (as this term is defined 
in the bill). This alternative benefit could increase incrementally over 
an additional five years of service, up to a maximum of seventy-five 
percent. The Public Employee Retirement Administration Commis
sion (PERAC) has estimated that the cost of such benefits for munici
pal police officers would increase the annual appropriation for the 
retirement system funding schedule by 1 - 2.5% of a municipality's 
police payroll. 

House 4524 mandate issues could arise under either the Local 
Mandate Law or Article 115 of the Amendments of the Massachusetts 
Constitution. Both of these provisions limit the circumstances under 
which the state may impose costs upon cities and towns. Under either 
provision, an aggrieved community may file suit in Superior Court to 
seek an exemption from complying with a law enacted contrary to 
these limits . 

The Local Mandate Law provides that any post-1980 statute "im
posing any direct service or cost obligation on any city or town shall be 
effective" only in communities that vote to accept it, unless the Com
monwealth provides for the assumption of the costs imposed. This 
standard applies to laws governing most fields of local government 
activity, but not to law regulating municipal labor relations. Article 
115 of the Amendments to the Massachusetts Constitution sets the 
standards for enactment of laws imposing costs on cities and towns by 
the regulation of municipal employment, and therefore would govern 
this issue. 

However, in light of court interpretation of Article 115, House 4525 
would probably not be found to "impose" costs upon cities and towns, 
because all cities and towns have voted, under local option, to accept 
Chapter 32. 
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Division of Local Mandates 

In an Article 115 challenge to certain insurance laws, the Supreme 
Judicial Court expressed its view that the costs at issue were not 
"imposed" upon cities and towns , because the statute governing mu
nicipal group insurance is a local option law. The Court recognized 
that cities and towns may not rescind acceptance of Chapter 32B and 
thereby avoid the cost oflater amendments or related laws, yet held to 
its opinion that the state did not "impose" costs through amendments 
affecting a law that was locally accepted. See City of Cambridge v. 
Attorney General, 410 Mass. 165 (1991). 

As a result of this court decision, it is the opinion of DLM that 
Article 115 standards would not apply to a law increasing costs for 
cities and towns through an amendment to a local option law, such as 
retirement under Chapter 32. Accordingly, House 4524 would not 
establish a new "mandate" subject to the state funding or two-thirds 
vote requirement of Article 115. 
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Legislation 
Impacting the Work 
of the State·Auditor 

Outside Sections within Chapter 159 of the 
Acts of 2000, the Fiscal Year 2001 Budget, 
appointed the State Auditor to two important 
state boards. These Outside Sections are 
briefly summarized below. 

A summary is also included of bills filed by 
the OSA for the 1999/2000 legislative sessions. 
OSA bills either directly affect the OSA or 
address significant audit results, therefore 
complementing audit recommendations by 
suggesting systemic improvements. 



Budget 
Amendments: 
Chapter 159 of the 
Acts of 2000 

Legislation Impacting the Work of the State Auditor 

• Section 37 makes two new appointments-the State Auditor and the 
State Treasurer-to the Massachusetts Teachers' Retirement 
Board, increasing the number of Board members from five to seven. 
This Board administers benefits for approximately 73,000 active 
teachers and 31,000 retirees emphasizing, in addition to invest
ment and pension provision activities, services such as retirement 
and preretirement planning. Board members investigate disability 
claims and vote on disability retirements, as well as overseeing the 
dissemination of services and information . 

• Section 140 appoints the State Auditor to the School Building 
Advisory Board. This Board assists in implementing the School 
Building Assistance Program, which provides grants to cities and 
towns for the planning and construction of school building projects. 
The goal of the program is to improve the safety and adequacy of 
public school facilities, as well as to encourage thoughtful planning, 
including alternatives to construction, in meeting this objective. 
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Pending Legislation 

House 3 

98 

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. 

House 3 received a favorable report from the Committee on State 
Administration and is currently pending before the House for further 
consideration. 



House 4 
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Legislation Impacting the Work of the State Auditor 

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 oflegal 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. 

House 4 received a favorable report from the Committee on State 
Administration and is currently pending before the House Committee 
on Ways and Means. 
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Legislation Impacting the Work of the State Auditor 

House 5 

House 6 

100 

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. 

House 5 received a favorable report from the Committee on State 
Administration and is currently pending before the House Committee 
on Ways and Means. 

An Act Authorizing the State Auditor to Audit the General 
Court 

This bill would authorize the 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 6 was heard by the Committee on State Administration and 
accompanied a study order, House 4698. 
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Legislation Impacting the Work of the State Auditor 

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. 

House 7 received a favorable report from the Committee on State 
Administration and is currently pending before the House Committee 
on Ways and Means. 
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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 Edu
cation to annually evaluate the financial and 
academic qualifications, respectively,' of ap
plicants for licensure or registration as pri
vate business, trade, or correspondence 
schools. Schools conducted by employers to 
train their employees and schools or colleges, 
chartered or otherwise authorized by the 
Commonwealth, are exempt from the man
date of the statutes. These consumer protec
tion statutes were enacted to ensure that pri
vate occupational schools are both financially 
and academically qualified to operate in Mas
sachusetts. 

Prior to licensure or registration by the 
Department of Education, all such non-de
gree-granting business, trade, and correspon
dence schools are required to submit financial 
statements to the OSA. This information is 
evaluated to determine the solvency of each 
applicant. Those schools determined to be fi
nancially qualified for licensure or registra
tion must then secure tuition protection in 
the amount recommended 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 2000, there were 
167 active private occupational schools finan
cially certified for Massachusetts licensure or 
registration. During the six-month period 
ending June 30, 2000, the OSA performed 75 
financial evaluations. Eight schools repre
sented first-time applicants, 67 reviews cov
ered renewal applications, and 5 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 techrtology. 
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Appendix 

Audit Reports 
Issued 



Education Audits 

AUDIT 

1. Bunker Hill Community College 

- Federal Student Financial 

Assistance Programs 
2. Massachusetts State College Building Authority 

- Information Technology and 

Financial-Related Controls 
3. Review of Policies & Procedures Pertaining 

to Trust Funds at Massachusetts Public 

Colleges and Community Colleges 
4. Roxbury Community College 

- Federal Student Financial 

Assistance Programs 

5. Springfield Technical Community College 

- Federal Student Financial 

Assistance Programs 

6. University of Massachusetts Amherst 

- Proposal to Privatize Management 

and Operation of the University Store 

Audit Reports Issued 

AUDIT 
NUMBER 

2000-0192-2 

2000-0209-4C 

98-5062-3 

2000-0204-2 

2000-0205-2 

2000-2514-9 

ISSUE 
DATE 

3/10/00 

6/30/00 

5/02/00 

3/03/00 

1/20/00 

6/01100 
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Audit Reports Issued 

Human Services Audits 

AUDIT 

1. Accept, Inc. 
2. Berkshire Community Action Council, Inc. 
3. Cape Cod Alcoholism Intervention 

and Rehabilitation Unit, Inc. 
4. Child Care Resource Center, Inc. 
5. Concord Assabet Family and Adolescent 

Services, Incorporated 
6. Delta Projects, Inc. 
7. Department of Public Health-Office 

of Emergency Medical Services 
8. Department of Youth Services 

- Information Technology 
and Financial-Related Controls 

9. LUK Crisis Center, Inc. 
10. Lynn Economic Opportunity, Inc. 
11. Office of Child Care Services 
12. Wrentham Developmental Center 

- Information Technology 
and Financial-Related Controls 
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AUDIT 
NUMBER 

2000-4418-3 
99-4390-3 

99-4316-3 
99-4391-3 

99-4392-3 
99-4394-3 

98-0290-3 

1999-0512-4C 
2000-4322-3 
99-4389-3 
2000-5009-2 

2000-0270-4C 

ISSUE 
DATE 

5/03/00 
4127/00 

5/02/00 
6/09/00 

6/19/00 
6/21/00 

3/13/00 

3/24100 

6/21/00 

2124100 

2107/00 

6/22/00 



Independent Authority Audits 

AUDIT 

l. Berkshire Regional Transit Authority 
2. Boston Redevelopment Authority 
3. Franklin Regional Transit Authority 
4. Greater Lawrence Sanitary District 
5. Massachusetts Convention Center Authority 
6. Massachusetts Port Authority 
7. Pioneer Valley Planning Commission 

Audit Reports Issued 

AUDIT 
NUMBER 

2000·0876·3 

2000·0617·3 

2000·1275·3 
2000·0582·3 
98·1272·3 

98·0508·3 
99·0575·3 

ISSUE 
DATE 

6/05/00 

5/03/00 

1112/00 

6/07/00 

4/03/00 

5/10100 

1/21/00 
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Audit Reports Issued 

Local Housing Authority Audits 

AUDIT 

I. Amesbury Housing Authority 
2. Ashland Housing Authority 
3. Athol Housing Authority 
4. Attleboro Housing Authority 
5. Ayer Housing Authority 
6. Brimfield Housing Authority 
7. Charlton Housing Authority 
8. Dalton Housing Authority 
9. Dennis Housing Authority 
10. Dighton Housing Authority 
II. Dracut Housing Authority 
12. East Longmeadow Housing Authority 
13. Easthampton Housing Authority 
14. Essex Housing Authority 
15. Grafton Housing Authority 
16. Granby Housing Authority 
17. Great Barrington Housing Authority 
18. Hadley Housing Authority 
19. Halifax Housing Authority 
20. Hatfield Housing Authority 
2I. Holyoke Housing Authority 
22. Hull Housing Authority 
23. Lenox Housing Authority 
24. Ludlow Housing Authority 
25. Lunenburg Housing Authority 
26. Lynn Housing Authority 
27. Marshfield Housing Authority 
28. Medfield Housing Authority 
29. Medford Housing Authority 
30. Medway Housing Authority 
3I. Mendon Housing Authority 
32. Merrimac Housing Authority 
33. Millbury Housing Authority 
34. Montague Housing Authority 
35. Needham Housing Authority 
36. North Adams Housing Authority 
37. Orange Housing Authority 
38. Palmer Housing Authority 
39. Peabody Housing Authority 
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AUDIT 
NUMBER 

2000-0596-3 

2000-0601-3 

2000-0602-3 

2000-0603-3 

2000-1037-3 

2000-0858-3 
2000-1279-3 

2000-0638-3 

2000-0642-3 
2000-0643-3 
2000-0843-3 

2000-0647-3 
2000-0646-3 

2000-0649-3 

2000-0666-3 
2000-0667 -3 
2000-0668-3 

2000-0670-3 
2000-1287-3 

2000-0672-3 

2000-0678-3 
2000-0683-3 

2000-0692-3 

2000-0697 -3 

2000-0698-3 
2000-0699-3 

2000-0708-3 
2000-0711-3 

2000-0712-3 

2000-0714-3 
2000-0716-3 
2000-0717 -3 
2000-0724-3 
2000-0727 -3 
2000-0731-3 
2000-0738-3 
2000-0749-3 
2000-0752-3 

2000-0754-3 

ISSUE 
DATE 

5/03/00 

5/17/00 

1/21/00 
6/07/00 

2/10/00 

3/31/00 

3/14100 

4121100 

4120/00 

3/31100 
6/20/00 

3/31/00 
3/31/00 

1120/00 

6/20/00 
3/28100 

3/31100 

4120/00 

6/05/00 
5/10/00 

6/05/00 
2/25/00 
3/31/00 

2/09/00 

5/17/00 

1/20/00 
2/07/00 

3/24100 

3/07/00 

6/05/00 
2/10/00 
5/03/00 

3/07/00 
1/26/00 
4121/00 

6/05/00 
2125/00 

2129/00 

2/29/00 



AUDIT 

40. Plainville Housing Authority 
4l. Rowley Housing Authority 
42. Sandwich Housing Authority 
43. South Hadley Housing Authority 
44. Sudbury Housing Authority 
45. Swampscott Housing Authority 
46. Tyngsborough Housing Authority 
47. West Boylston Housing Authority 
48. West Brookfield Housing Authority 
49. West Newbury Housing Authority 
50. Williamstown Housing Authority 
5l. Wilmington Housing Authority 
52. Winthrop Housing Authority 

Audit Reports Issued 

AUDIT 
NUMBER 

2000-0759-3 
2000-0768-3 

2000-0771-3 

2000-0782-3 

2000-0830-3 
2000-0792-3 

2000-1072-3 
2000-1278-3 

2000-1294-3 

2000-1295-3 

2000-0998-3 

2000-0819-3 
2000-0822-3 

ISSUE 
DATE 

6/07/00 

5/04100 

5/03/00 

4121/00 

1/26/00 

5/12/00 

1111/00 

2122100 

3/14100 

1/12/00 

1/12/00 

5/10/00 

1121/00 
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Audit Reports Issued 

Single Audits of Housing Authorities 

AUDIT 

1. Adams Housing Authority 
2. Adams Housing Authority 
3. Avon Housing Authority 
4. Belmont Housing Authority 
5. Billerica Housing Authority 

6. Bourne Housing Authority 

7. Braintree Housing Authority 
8. Brockton Redevelopment Authority 

9. Brookline Housing Authority 
10. Chicopee Housing Authority 
11. Clinton Housing Authority 

12. Concord Housing Authority 
13. Danvers Housing Authority 
14. Easton Housing Authority 
15. Fall River Housing Authority 
16. Falmouth Housing Authority 
17. Haverhill Housing Authority 
18. Ipswich Housing Authority 
19. Maynard Housing Authority 
20. Milford Housing Authority 
21. Newton Housing Authority 
22. North Reading Housing Authority 
23. Oxford Housing Authority 
24. Pittsfield Housing Authority 
25. Reading Housing Authority 

26. Revere Housing Authority 
27. Rockport Housing Authority 
28. Saugus Housing Authority 
29. Springfield Housing Associates, Inc. 

30. Springfield Housing Authority 

31. Stoughton Housing Authority 
32. Wakefield Housing Authority 

33. Ware Housing Authority 
34. Wayland Housing Authority 
35. Wellesley Housing Authority 

36. Wellesley Housing Authority 

37. Worcester Housing Authority 
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AUDIT 
NUMBER 

2000-3054-8 

2000-3055-8 

2000-3038-8 

2000-3020-8 

2000-3051-8 

99-3076-8 

2000-3044-8 

2000-3009-8 

2000-3035-8 

2000-3052-8 

2000-3048-8 

2000-3059-8 

2000-3050-8 

2000-3049-8 

2000-3042-8 

2000-3043-8 

2000-3060-8 

2000-3034-8 

2000-3061-8 

2000-3036-8 

2000-3012-8 

2000-3053-1 

2000-3047-8 

2000-3039-8 

2000-3033-8 

2000-3025-8 

2000-3046-8 

2000-3045-8 

2000-3032-1 

2000-3002-8 

2000-3008-8 

2000-3027 -8 

2000-3057-8 

2000-3019-8 

2000-3005-1 

2000-3004-1 

2000-3041-8 

ISSUE 
DATE 

5/25/00 

5/25/00 

4114100 
4128/00 

5/05/00 

2122100 

4114100 

1/31/00 

6/08/00 

6/13/00 

5/10/00 

4128/00 

5/31/00 

4126/00 

5/25/00 

5/04100 

4128100 

1111100 

6/13/00 

1131100 

4118/00 

5/05/00 

4124100 

4120100 

3/24100 

3/31100 

4126/00 

4128/00 

5/05/00 

5/05/00 

4114100 

2129/00 

5/31100 

4126/00 

3/15/00 

3/15/00 

1/31/00 



Judiciary/Law Enforcement Audits 

AUDIT 

1. Brighton District Court - Probation Department 

2. Bristol County Juvenile Court 

3. Bristol Probate & Family Court 
- Information Technology 
and Financial-Related Controls 

4. Department of Correction: 
State Criminal Alien Assistance Program 

5. Franklin County Sheriff's Office 

6. Hampden Probate & Family Court 
- Information Technology 
and Finallcial-Related Controls 

7. Office of the Chief Medical Examiner 

8. Supreme Judicial Court 

9. Technical Assistance Provided to 
Worcester County District Attorney's Office 

10. Worcester Probate and Family Court: 
. Information Technology 
and Financial·Related Controls 

Audit Reports Issued 

AUDIT 
NUMBER 

99-1165-2 
2000-1249-2 

1999-1231-4C 

2000-5011-2 
99-1430·3 

1999-1225·4C 

99·1309·3 
2000·1100-2 

2000·6002·9 

99·1229·4F 

ISSUE 
DATE 

5/05/00 
2/07/00 

3/24100 

5/05/00 
5/08/00 

3/24100 
2/10/00 

4114100 

3115/00 

1/31/00 
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Audit Reports Issued 

Other Audits 

AUDIT 

l. Abolition of Hampden County Government 
and the Transfer ofIts Functions, Assets, 
and Liabilities to the Commonwealth 
of Massachusetts 

2. Abolition of Hampshire County Government 
and the Transfer of its Functions, Assets 
and Liabilities to the Commonwealth 
of Massachusetts 

3. Abolition of Worcester County Government 
and the Transfer of its Functions, Assets, 
and Liabilities to the Commonwealth 
of Massachusetts 

4. Administration of the Workers Compensation 
Trust Fund by the Department 
of Industrial Accidents 

5. Agency Compliance with State Comptroller's 
Policies and the Massachusetts General Laws 
and Regulations: Selected Transaction Testing 

6. Central ArterylThird Harbor Tunnel Project: 
Wrap-Up Insurance Program 

7. Central ArterylTunnel Project-Oversight 
of Certain Design Activities Relating to the 
Fort Point Channel Crossing in South Boston 

8. Child Support Enforcement Program 
9. Department of Food & Agriculture 

- Review of Certain Fees 
10. Department of Housing and 

Community Development 
11. Devens Enterprise Commission 
12. Massachusetts Clean Elections Fund/State 

Election Campaign Fund 
13. Massachusetts Office of Travel & Tourism 

- Information Technology 
and Financial-Related Controls 

14. State Racing Commission-Follow-Up Review 

- Information Technology 
and Financial-Related Controls 

15. Telecommunications Providers' 
Billing Practices 
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AUDIT 
NUMBER 

99-5067-2 

99-5072-2 

99-5066-2 

99-5051-3 

2000-5007-2 

99-4069-3 

98-4061-3 
99-0142-3 

99-0091-3 

99-0001-3 
2000-1450-3 

99-5032-2 

2000-0140-4C 

99-0068-4F 

98-5056-3 

ISSUE 
DATE 

5/08/00 

6/08/00 

3/29/00 

4119/00 

5/15/00 

6/14100 

2102100 

5/31100 

5/11/00 

4121100 
4127/00 

5/12100 

5/30/00 

1/12100 

3/13/00 



AUDIT 

16. U. S. Fish & Wildlife Service Grants 
Awarded to the Massachusetts Division 
of Fisheries & Wildlife 

17. Underground Storage Tank Petroleum 
Product Clean-Up Fund 

18. Use of Bond Funds for Land Acquisition 
Settlements and Judgments for 
Environmental-Related Purposes 

19. Worcester District North-Registry of Deeds 
20. Worcester District South-Registry of Deeds 

Audit Reports Issued 

AUDIT 
NUMBER 

99·3047-2 

98-1402-3 

99-5044-3 

2000-1429-2 

2000-5074-2 

ISSUE 
DATE 

2/09/00 

5/24100 

4111/00 

3/29/00 

3/29/00 
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