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TRANSMITTAL LETTER

Board of Selectmen
Town of Middleton
Middleton, Massachusetts
In planning and performing our audit of the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of the Town of
Middleton, Massachusetts, (the “Town”) as of and for the year ended June 30, 2016, in
accordance with auditing standards generally accepted in the United States of America, we
considered the Town’s internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Town’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the Town’s internal control.
A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than inconsequential will
not be prevented or detected by the entity’s internal controls.
A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity’s internal control.
Our consideration of internal control was for the limited purpose described in the first
paragraph would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control that we consider to be material weaknesses, as defined above.
This communication is intended solely for the information and use of management, the
Board of Selectmen, and others within the organization, and is not intended to be and should
not be used by anyone other than these specified parties.

RoselliClark+Associates
Roselli, Clark & Associates
Certified Public Accountants
Woburn, Massachusetts
January 31, 2017
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EVALUATION OF TOWN OPERATIONS
Fiscal year 2016 was a financially positive year for communities in Massachusetts. It
marked the 6th consecutive year of economic expansion which was preceded by one of
the harshest recessions in economic history. This has resulted in many communities
experiencing increases to their reserve balances. In fact, the average statewide reserve
level has increased to almost 10% of
Unassigned Fund Balance (in millions)
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The Town ended the year with over
$4.2 million in unassigned fund balance; and its OPEB Trust Fund which was established
in fiscal year 2014 increased to nearly $0.8 million in 2016.
A common budgetary flexibility test used by the rating bureaus when conducting a credit
evaluation is called a reserve ratio. The ratio is calculated by adding general fund
assigned and unassigned
Fiscal
Reserve
fund balances presented in
Year Unassigned
Assigned
Total
Expenditures
Ratio
2011
3,066,038
1,426,671
4,492,709
25,304,273
17.75% the financial statements and
2012
3,285,715
1,421,778
4,707,493
26,211,542
17.96% dividing this by the general
2013
5,741,287
660,672
6,401,959
27,971,151
22.89% fund expenditures. 15% is
2014
5,353,427
740,902
6,094,329
29,570,500
20.61% considered tier one and 8% 2015
4,532,478
1,414,092
5,946,570
31,482,189
18.89%
15% is considered tier two.
2016
4,211,832
1,613,352
5,825,184
33,493,606
17.39%
The Town’s ratio has been
over 15% for at least the last 6 years and clearly places the Town in the tier 1 category
with respect to this metric. This is considered very strong.
The reduction in reserve ratio from
2014 to 2015 can be attributable to the
Town’s decision to begin to fund its
OPEB obligation. So far, as discussed
previously, the Town has transferred
almost $0.8 million to its OPEB Trust.
While the OPEB Trust fund does not
count towards the reserve ratio, it is
still prudent to commit funds to OPEB
whenever possible and affordable.
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The Town has been fortunate to maintain this very strong reserve position; this is a
measure of strong fiscal management combined with the benefits of a strong economy.
The 2016 operating results were positive as final revenue amounts were almost $1
million over forecast and appropriation turn-backs were almost $0.4 million. This
resulted in an overall favorable outcome of nearly $1.4 million. This offset the Town’s
use of free cash during fiscal 2016 and thus allowed the Town to maintain its strong
reserve position.
In addition the Town’s excess levy capacity was approximately $1.5 million when the
Town set its tax rate for fiscal year 2016. Passing a tax
Fiscal
New Growth savings on to the taxpayer while still maintaining reserves
Year
Amount
is difficult to accomplish, but the Town has been successful
2011
357,645 in this regard. Bolstering this situation is the Town’s new
2012
321,328 growth which has experienced an uptick in the last 3 years;
2013
308,464 from 2011 – 2013 new growth averaged about $330,000
2014
538,225 while from 2014 – 2016 new growth averaged $530,000.
2015
537,274 New growth adds to the Town’s tax base resulting directly
2016
519,816 in more property taxes and permit revenue and indirectly in
local receipts such as motor vehicle excise and meals taxes.
The offset to the positive revenue is the increase in population which places a higher
burden on all local services including education.
The Town’s financial condition is an important component of the Town’s credit rating;
the Town has been annually rated by Moody’s Rating Agency for the last 23 years and
has been rated Aa2 since 2010. This is a strong rating and is only two notches below
Moody’s top credit rating. However, the Town has the financial condition of a Town that
could move higher in rating. Receiving a credit evaluation from a “new set of eyes” such
as Standard and Poor’s could be a way to increase bond rating. Each rating agency uses
its own set of metrics and a fresh set of metrics could benefit the Town. The Town
should discuss this possibility with its financial advisors at First Southwest.
Overall, we believe the Town has an excellent financial foundation and has the process in
place to maintain this for years to come. The remainder of the report is dedicated to
informational items, and recommendations for improvement in control and efficiencies in
operations. We urge the Town to implement recommendations where appropriate and
cost/beneficial to do so.
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INFORMATIONAL ITEMS
Statement on Auditing Standards No. 115 – Audit Communications
The American Institute of Certified Public Accountants (“AICPA”) in 2009 issued
Statement on Auditing Standards No. 115, Communicating Internal Control Related
Matters Identified in an Audit (“SAS 115”). SAS 115 establishes new standards and
provides guidance on communicating matters related to an entity’s internal control over
financial reporting identified in an audit of financial statements. In particular, SAS 115
provides guidance on evaluating the severity of deficiencies in internal control identified
in an audit of financial statements in the following order:
1. Deficiency in internal control
2. Significant deficiency
3. Material weakness
Deficiencies identified as significant deficiencies or material weaknesses are required to
be communicated to those charged with governance. Deficiencies in internal control are
not required to be communicated; however, we have chosen to also report that type of
deficiency in this report.
We did not deem any of the findings in this report to be categorized as (2) or (3) above.
New Pension Accounting Standards
The Governmental Accounting Standards Board or GASB recently issued Statements No.
67, and No. 68. Both statements materially impacted the Town’s reporting of pension
liabilities when they were implemented in fiscal 2015. The impact to the fiscal 2016
Town GAAP balance sheet is the recognition of a pension liability in the amount of $14.4
million (an additional $3.5 million for the Light Department). This represents the
unfunded portion of the Town’s actuarially determined pension for retirees and current
employees expected to retire and collect a pension.
Currently the pension liability is only 51% funded which places it in the lower end of the
funding ratios for all systems in Massachusetts. However, because the Town belongs to a
County system, the Town does not have much control over the funding of this liability
thus it does not have the ability to accelerate its annual payments. The liability is
currently set to be fully funded by 2035.
The only control the Town has over this is to establish a retirement stabilization account
and annually fund the stabilization account. If such a fund were set up, it could be used
as a funding source to subsidize payments at a later date.
Management Response: Management is in agreement with the recommendation
and will have discussions with decision makers to consider authorizing a
retirement stabilization account at the May 2017 Annual Town Meeting.

Town of Middleton, Massachusetts

Page 4 of 17

Management Letter

New OPEB Accounting Standards
In addition, GASB, issued a new pronouncement related to other postemployment
benefits, or OPEB, that is substantially similar to the pension standard described above.
OPEB typically includes health and welfare plans and other similar benefits provided to
Town retirees exclusive of pension benefits.
Currently, the Town reports a net OPEB obligation in its government-wide financial
statements calculated under GASB 45. However, the new accounting standards, GASB
75, will require that the net OPEB liability, which can be substantially larger than the net
OPEB obligation, be reported in the government-wide financial statements. Adoption of
this new accounting standard is for years beginning July 1, 2017.
While this proposed accounting standard will likely materially affect the Town’s
government-wide financial statements, the Commonwealth has not passed legislation
requiring municipalities to begin setting aside monies for this unfunded obligation like it
has with pensions.
As previously discussed, the Town established an OPEB trust fund and has begun
funding it from the start. Thus the Town is ahead of many of its peers in that regard. The
obligation as it currently stands will require the Town to record a liability for about $13.2
million, for which it has about $0.8 million put aside.
Management Response: Management is in agreement and intends to continue to
contribute to the OPEB trust fund.

Bond Rating
Having recently built a new school, the Town has had some activity in the capital
markets. Possible improvements to infrastructure and other capital items could further
increase the Town’s need to issue bonds. As a result, the Town’s bond rating is
important to not only gain perception as a well-run community, but also to be able to
issue bonds to investors for a lower interest rate. This will ultimately lead to reduced
financing costs for the Town.
New Standard and Poor’s Investor Services’ rating factors highlight seven areas from
which a community’s debt is rated. We discussed the budgetary flexibility aspect of the
bond rating in the “Evaluation of Town Operations” section; another very important and
controllable metric includes an evaluation of Management and its effectiveness. This is
evaluated based on the financial policies and procedures in place including budget
policies, forecasting policies, reserve policies, investment policies, capital policies and
debt policies. The management score counts 20% towards the rating evaluation and is
rated on a scale of 1 to 5. A grade of 1 will strongly contribute toward upward pressure
in the bond rating.
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It is therefore imperative that the Finance Office review all these factors in conjunction
with the financial policies that are currently in place and develop or improve the financial
policies that will contribute to a higher evaluation in this factor. Adoption by the
Selectmen of these policies will render their effectiveness, stronger
With respect to the other 6 factors; institutional framework, economy, budgetary
flexibility, budgetary performance, liquidity and debt profile, the Town rates positively in
all these factors.
Management Response: Management is in agreement and will begin preparing
to seek a bond rating from Standard & Poor’s.

Municipal Data Breaches
Within the past few years, there has been an alarming increase in the number of
intrusions into municipal networks throughout the United States. These breaches, many
of which targeted relatively small cities and towns, have resulted in the unauthorized
access of resident, student and employee data and the theft of several hundred thousand
dollars; in fact a most recent incident in Massachusetts resulted in an attempt to wire $4
million from a Town to an overseas bank. Fortunately, this attempt was thwarted.
Given that most cities and towns lack a structured information security program their
systems are increasingly at risk to this type of event.
The Town recently created an Information Technology Department that will be in effect
during fiscal year 2017. As part of this new transition, we recommend that the Town
place an emphasis on IT security and continually update its IT security appliances and
software as well as its policies and procedures regarding IT security. To that end,
outsourced resources may prove to be the most cost effective manner to achieve this.
Recently, a select number of highly qualified companies have emerged that conduct
“Data Security Audits” for municipal entities. The audit is a comprehensive examination
of the administrative, technical and physical security controls that a municipality has
implemented to protect personal information. The resulting audit report identifies each
condition that exposes the municipality to potential unauthorized access and offers
practical recommendations to remediate these conditions.
Management Response: Management is in agreement and will retain a qualified
firm to regularly prepare a data security audit.

Mansfield Trust Fund
In 1915, Henry Mansfield, a resident of Middleton executed his will in which he
bequeathed to the Old Colony Trust Company a sum of money by which any earnings on
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the principal would be used annually to benefit (1) the worthy poor of Middleton at
Thanksgiving and Christmas, (2) band concerts in the summer and (3) a picnic for the
children of the residents of Middleton.
The Town has accounted for this as a Trust Fund in its financial statements for decades.
However we were unable to obtain any instrument that indicated the Town owned the
principal portion of this fund and further, the Treasurer has no control or custody over
this fund and it is currently managed by the Bank of America Trust department.
As a result, we have advised the Town to record this as a private purpose fund in all
future financial statements since its purpose is to benefit the private and does not have a
public purpose.
Management Response: Management is in agreement and will record the
Mansfield Trust Fund as a private purpose fund in its financial statements.
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FINDINGS AND RECOMMENDATIONS
Policy and Procedure Manual
Well communicated formal policies and procedures better ensure that the Town’s
financial and operational objectives are met. Furthermore, in periods of personnel
transition, formal policies and procedures can greatly facilitate the training of new
employees.
Currently, the Town follows policies and procedures, but these are not codified into an
easy to use manual and in times of turn-over it is challenging for new employees to
understand the process they are required to follow. We recommend that the Town
develop and communicate a formal set of financial policies and procedures that focus on
(i) purchasing, (ii) cash receipts, (iii) human resources, (iv) investment management, (v)
fraud (see below) (vi) fixed assets and (vii) financial policies . We expect this to be a
long-term project and should be carefully thought out and vetted.
Management Response: Management is in agreement and will begin preparing
written policies and procedures for purchasing, cash receipts, human resources,
investment management, fraud, fixed assets, and financial policies. As noted, this
is a long term project, but the Town commits to prioritizing the project.

Municipal Light Department Checking Account
Presently the Municipal Light Department maintains its own checking account. The
balance in the account is less than $20,000 and currently is not controlled or recorded by
the Town Treasurer. The account is maintained for customer courtesy reasons as it is
used mainly to process refunds to customers in an expedited manner rather than going
through the Town warrant process that could take weeks.
While the reason for the account is to provide better service to its customers, and thus
appears sincere, a number of Massachusetts General Laws related to finance are being
broken:
1. The Treasurer of a municipality is required to maintain custody of all municipal
bank accounts and can’t assign that custody to any other municipal employee or
department.
2. All deposits are required to be made to a Treasurer administered account with a
corresponding turn-over.
3. All municipal disbursements are required to be processed through the Town
warrant process and obtain all necessary approvals and authorizations.
We suggest this situation is immediately discontinued.
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Management Response: Management is in agreement and will work with the
newly hired Light Department Manager and Light Department Commission to
address this recommendation.

Ambulance Receivables
The Town currently uses an outside service to bill and collect ambulance fees. This is
typical in the municipal field as municipal employees are usually not qualified to
administer this type of complex transaction. In regard to this, the Town receives a report
monthly from the ambulance company. The report indicates amounts billed, amounts
contractual written off, amounts collected and receivable balances.
We discovered that the Town does not assign an individual to reconcile the activity in
this monthly report to the Town’s records. The reports indicate that $542,967 was
collected during the year however the ambulance fund balance account only reflects
$487,124 and this is also the amount that agrees to the Treasurer’s records. It is not clear
what the difference consists of. We suggest that a process of reconciling the reports to
the Town’s general ledger is implemented and that all variances are researched monthly.
Regarding the ambulance receivable balance, we observed that the current receivable
balance is equal to more than 100% of the amount collected over a whole year. This
indicates that there are numerous very old uncollectible accounts. Some could relate to
patients who may have passed away or are indigent. We understand the Fire Chief
periodically produces a listing of proposed abatements and bring those to the Selectmen
for approval. We suggest a more in-depth review of all accounts be conducted as it
appears that some accounts are being overlooked given the increasing balance.
In addition, in order to clean-up the ambulance receivable listing, the current informal
policy should become a formal policy and should be written with respect to the write-off
of delinquent receivables.
Management Response: Management is in agreement and commits the
Treasurer-Collector to reconciling ambulance receivable reports and researching
variances on a monthly basis. Management further commits to adopting a written
policy that memorializes the existing practice of writing off delinquent receipts
after three years.

Encumbrances
As part of its year-end encumbrance, the Town has historically maintained a practice of
encumbering payroll balances into the subsequent fiscal year. Other than for School
Summer pay or collective bargaining retro payments, this is not allowed under
Massachusetts General Laws. We discussed this with the new Town Accountant who has
indicated this practice is no longer allowed.
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Management Response: Management is in agreement. The Town Accountant/
Chief Financial Officer no longer allows this practice.

Cash Book
The Town should consider converting its cash book in the Treasurer’s Office to quick
books or excel. This will facilitate the review of variances if and when they occur and
also cause the reconciliation process to be more efficient.
A small variance between the Town Treasurer cashbook and the Town Accountant
general ledger cash exists at year-end. The amount is less than $1,000 and has been
carried at the same amount for several months. In addition, it is a positive variance. We
suggest that the amount is journalized to miscellaneous income to balance the two
records and begin with the new balance in both the general ledger and cash book when
the new cash book is set up. Given the Town Accountant is new, such an adjustment will
provide a clean slate moving forward.
Management Response: Management is in agreement and plans to convert the
Treasurer’s cash book to Quicken or Excel. The Town Accountant/CFO has
discussed the cash accounts with the Treasurer and determines all the accounts
are appropriate.

Compensated Absences
Compensated absences are currently not monitored on an on-going basis. Data exists but
it is not complied into an efficient easy to use spreadsheet. This makes it very
challenging to determine the amount of the liability that is required to be reported in the
Town’s financial statements; and, more importantly, if employees have taken the correct
amount of vacation days. We discussed this with the Town Accountant who has
indicated that this will be a project for fiscal year 2017. Amounts may end up being
immaterial for financial reporting purposes but until the exercise has been performed, it is
impossible to determine this.
Management Response: Management is in agreement and has contracted with
Munis to add its compensated absences module. Implementation will occur in the
second half of FY17.

Fraud Prevention Measures
Fraud activity throughout the Commonwealth’s municipalities is at the highest level in
recent memory and the Town should consider taking action to better help protect itself
from this unfortunate trend. The Town should take a number of additional steps to
address fraud risk including:
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1. Perform a risk assessment of its most vulnerable business processes. This risk
assessment should be performed at the highest level of the Town’s management
with inputs and interaction with the Town Treasurer and its Town Accountant.
The documented results of this risk assessment should be evaluated and
significant flaws in the design of the Town’s current processes should be
documented and steps for remediation taken.
2. Develop a written fraud policy. A Town-wide fraud policy should be developed
and adopted by the Board of Selectmen. An effective fraud policy, among other
things, clearly defines fraud, its employees responsibilities to report fraud and
their rights should they become the subject of a fraud investigation, confidential
mechanisms to report suspected fraud, the fraud investigation process,
disciplinary actions that the Town may take should an employee be found guilty
of fraud. Once developed, this fraud policy should be clearly communicated to all
employees as well as outside contractors and vendors.
3. The Town should perform periodic internal reviews of business processes,
particularly those that include cash handling. The Town should identify
departments whose business operations should be reviewed by evaluating the
dollar amount and frequency of cash transactions within these departments. On a
quarterly or semi-annual basis, a finance team should meet with these departments
on a rotational basis to evaluate their current processes and, if necessary,
recommend and implement enhancements and/or improvements. Furthermore,
we recommend that this finance team establish dedicated days in its calendar for
these procedures. By dedicating and reserving these dates, expectations can be
better set and met regarding this important on-going monitoring process.
Management Response: Management is in agreement. The Town Accountant/CFO
will perform a risk assessment, develop a written fraud policy, and perform periodic
internal reviews of business processes, particularly those that include cash handling.

Fixed Assets System
The Town does not have a system to efficiently identify capital asset additions and
disposals. In connection with our audit procedures, the Town Accountant provided us
with a listing of all current fixed assets as well as a depreciation calculation which
allowed us to record the proper entries in the Town’s financial statements. However, the
listing was maintained in Excel and appeared cumbersome to complete and it was unclear
if all disposals have been captured or when the last time a physical inventory of fixed
assets has been conducted.
We understand the Town Accountant is currently researching more efficient, inexpensive
options to better facilitate this process. The ultimate goal is to install software that can
produce listings by department which can be sent to the department heads to verify.
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Annually, department heads will submit additions/deletions to the Town Accountant and
for deletions, a description of disposition will be given; i.e. sold, trade in, scrapped or
donated.
Management Response: Management is in agreement. For the moment the Town
Accountant/CFO will track assets in Excel while researching available, user
friendly, cost effective asset management software packages.

Police and Fire Details
The Town’s Police details have been fairly active recently given the increased
construction in Town. Since the officers are paid as part of their weekly payroll prior to
the related detail being collected, a deficit typically exists in the detail account at all
times. This is similar to most of the communities in Massachusetts that operate under the
same process. This situation also occurs with Fire details, but to a lesser degree. In these
situations, it is important that the detail receivable balance at all times equals or exceeds
the deficit balance otherwise the account will have a permanent deficit. The Town
Accountant identified a permanent deficit in Fire details that was raised on the 2017 tax
recap and subsequently identified a small deficit in Police details that will be raised on
the 2018 tax recap.
Management Response: Management is in agreement. The Fire Department’s
deficit was raised on the FY17 recapitulation sheet. The Town expects to raise the
Police Department’s deficit on the FY18 recapitulation sheet.

Town Revolving Funds
The Town annually authorizes 5 activities as revolving funds:
1.
2.
3.
4.
5.

Council on Aging Trip Fund
Recreation
Recreation Use of Fields
Police Permits
Storm Water

While these are properly approved at Town Meeting, the Town does not include these on
its annual Tax Recap – Form A3. We suggest that beginning with fiscal year 2017 the
Town include all Town meeting authorized revolving funds on Form A3 of the Tax
Recap
Management Response: Management is in agreement. These revolving funds
were included in the FY17 recapitulation sheet.
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Petty Cash
Many of the Town’s departments are allowed a small amount of petty cash to make
emergency purchases and/or use as change in their daily cash handling activities. The
amount on the Treasurer’s books is $350 despite the true balance in the possession of
department heads being over $1,000.
We suggest the following:
1.
2.
3.
4.

Conduct a complete accounting of petty cash and identify the true amount.
Determine if the amount is appropriate in the situation.
Design controls regarding the reconciliation, safe guarding and use of petty cash.
Adjust all the ledgers (Cash Book and General Ledger) to reflect the proper
amount.

Management Response: Management is in agreement. Management will implement
the recommended actions and will adopt a petty cash policy to be included with its
financial management policies.

Special Revenue Accounts
The Town currently experiences significant activity through 3 special revenue accounts
that can only operate as special revenue accounts through a special act of the legislature.
The Cellular Tower Lease and Fire Alarm Fees should both be accounted for as revenue
of the general fund.
Also, Weights and Measures annual fees may only be reported in the general fund unless
it has been authorized as part of a revolving fund by Town Meeting. Weights and
Measure fines may be recorded as receipts reserved for appropriation in a special revenue
fund but not the annual fees.
The following table reflects the accumulated balance in these accounts at June 30, 2016:

Cellular Tower Lease
Fire Alarm Fees
Weights and Measures

$

128,121
33,755
47,792

$

209,668

Management Response: Management is in agreement and beginning with the FY18
operating budget will identify these special revenue accounts as funding sources.
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Stale Special Revenue Fund Balances
Recently, the Department of Revenue appointed a new Director of Accounts. The
individual has significant government finance skills which were developed in her earlier
career as a CPA in the municipal sector. One of the initial requests made by the new
Director was to review the status of stale special revenue accounts. Many of these
accounts become forgotten over years as individuals in charge of them retire or posting
errors occur and are never corrected. In these instances, the new Director suggested that
efforts are made to determine the true origin and purpose of the funds and if efforts fail
and the amounts are not material, to make a one-time house cleaning entry to journalize
these funds to the general fund as miscellaneous revenue. This will make efforts at the
DOR level more efficient as it would remove the need for the field reps to review these
stale accounts year after year to no avail.
We filtered through the Town’s Special Revenue accounts and the following did not have
activity during 2016 and some have not had activity dating back to prior to fiscal 2000:
Wetland Protection Fund
Fire Alarm Construction
COA Services Donations
Parade Committee
Drug Forfeiture
League of Women Voters
Federal Housing Partnership
Police Selective Enforcement
COPS FAST
COA Newsletter
Violence Against Women
Municipal Recycling Program
Health FDA Food Grant
E911 Grant
Underage Alcohol
Rubchinuck Land
Homeland Security
RECC Via MAPC
Retail Food Standards Grant

$

3,649
9,200
1,000
6,890
3,416
325
32,715
4,269
3,291
555
2,413
7,302
500
3,358
318
22,544
2,713
8,331
250

$

113,039

In many of the accounts it is obvious that coding errors occurred in prior years and have
gone undetected; for example grants that have been closed out with the State years ago
most likely had expenditures posted to the general fund in error and are still being
carried because in years past, the Town was not reconciling grants on the general ledger
to final financial reports. In other situations, the amounts are donations that may be used
as they have simply been forgotten through turnover.
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We made this list available to the Town Accountant who has already begun the process
of addressing these stale balances with department heads. Some of the department heads
indicated they were unaware they had funds available to spend because general ledger
detail was rarely shared with them.
Management Response: Management is in agreement and is working with
departments to spend down the funds. Unspent fund balances will be reverted to the
general fund and invoiced within the FY17 free cash certification.

FEMA
The Town currently maintains a balance of $115,426 in a FEMA special revenue
account. The majority of this relates to storm expenses associated with the January 2015
storms. Since these expenses were disbursed through the general fund and closed out as
part of the 2015 fiscal year, the Town should return these funds back to the General Fund
as a reimbursement for those costs.
Management Response: Management is in agreement and will use the funds to fund
FY18 one time capital projects.

Special Revenue Funds in Deficit
Three special revenue fund accounts reflected minor deficits at year-end and at least one
appeared to be a permanent deficit. The amounts are not significant but if they are
determined to be permanent they should be raised on the tax recap and removed as part of
a housekeeping process. We recommend the Town Accountant review these with the
applicable department heads and make the appropriate determination.
COA Bio Labs Grant

$

757
163
879

$

1,799

Ferncroft Fund
COA Title III

Management Response: Management is in agreement. The deficit in the COA Bio
Labs Grant will be closed with other available COA funds. The Ferncroft Fund was
included on the FY17 recapitulation sheet. The COA Title III Grant is no longer in
deficit.
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School Revolving Accounts
Statutes under Massachusetts General Laws allow Schools to report certain activity
through revolving accounts without the need for authorization from Town Meeting. The
School maintains several such accounts.
The intention of a revolving account is to capture costs through the revenues of the
activity and not to accumulate balances over time.
The following table details the School Revolving funds and their balances as of June 30,
2016:
After School Enrichment
School Revolving
Howe-Manning Childcare
Preschool
School Cafeteria
SPED Tuition
Howe-Manning Music

$

18,741
11,535
128,843
291,411
9,218
29,608
76,757

$

566,113

While some balances appear to be reasonable carryovers, others appear to be excessive
and carry more than a year’s worth of revenue in the final balance. We suggest School
Business officials and Town Financial officials meet and review these balances to
determine their appropriateness.
Management Response: Management is in agreement and has discussed the
comment with the School Administration. The School Administration will spend down
the balances over the next several years.

School Lunch Cash Handling
We reviewed procedures performed by the prior Town Accountant at the Howe-Manning
Elementary School. These related specifically to cash handling with respect to the
School Lunch program.
The Howe-Manning lunch program cash is collected in the classroom by the teachers.
Baskets are laid out and the kids make their lunch selection by placing their cash in an
envelope in the basket. This is then brought to the cafeteria and the lunches are ready
when the kids arrive. It speeds up the lunch process significantly.
Two observations were made by the former Town Accountant with which we concur:
1. Two individuals should sign off the amount of cash collected in the classroom
prior to bringing the money to the cafeteria.
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2. After the cashier technician checks out for the day, a supervisor should check her
register and the supervisor should make the deposit. Currently nobody checks the
register at the end of the shift and the technician makes her own deposit.
Management Response: Management is in agreement and has discussed the
comment with the School Administration. The School Administration has committed
to moving all students to debit cards to eliminate cash management concerns with the
lunch program.

Student Activities
The Schools currently administer extra-curricular activities for both the Howe Manning
and Fuller Elementary schools. Recent Department of Education (DESE) guidelines
require oversight including periodic audits of these activities if the balances and/or
activity exceed certain thresholds ($25,000). We understand that these have not been
audited in at least 20 years even though both the activities and current balances exceed
the audit thresholds. As part of the Town’s audit we conducted a quick overview of the
activities and observed the following:








No updated formal policies exist; policies that exist are about 20 years old and are
generally not enforced.
School Committee does not approve activities.
Separate bank accounts are not maintained; all activity flows through general
operating account.
Activities do not follow audit protocol for small activities.
Cash handling policies should be communicated to the schools; no clear idea on
how these are enforced.
Lost books should be accounted for through a revolving account not Student
Activities.
Student Activities are currently set up in three revolving accounts; these should be
set up as Agency Funds.

Because the activity flows through the Town; transactions are typically proper and
eligible however the School should consider transferring this activity to the PTO as
attempting to follow the new DESE guidelines is truly not efficient for such small
activities. Otherwise it will need to have a specific audit conducted which is not really
cost beneficial in addition to implementing all requirements of the new legislation.
Management Response: Management is in agreement and has discussed the
comment with the School Administration. The School Administration has informed
management that the student activities funds will be transferred to the PTOs.
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