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Board of Selectmen 

Town of Templeton 

Templeton, Massachusetts 

In planning and performing our audit of the financial statements of the governmental activities, 

business-type activities, each major fund, and the aggregate remaining fund information of the 

Town of Templeton, Massachusetts,  (the “Town”) as of and for the year ended June 30, 2018, 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 deficiency in internal control 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 and correct misstatements on a timely basis.  A material weakness is a 

deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 

possibility that a material misstatement of the entity’s financial statements will not be prevented 

or detected and corrected on a timely basis.  

Our consideration of internal control over financial reporting was for the limited purpose 

described in the first paragraph of this section and was not designed to identify all deficiencies in 

internal control over financial reporting that might be deficiencies, significant deficiencies, or 

material weaknesses.    We did not identify any deficiencies in internal control over financial 

reporting that we consider to be material weaknesses, as defined above.   However, material 

weaknesses may exist that have not been identified. 

This communication is intended solely for the information and use of management, the Board of 

Selectman, and others within the organization, and is not intended to be and should not be used 

by anyone other than these specified parties. 

Roselli, Clark & Associates 

Certified Public Accountants 

Woburn, Massachusetts 

January 21, 2019 
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OVERVIEW 

The Town experienced a strong economic performance during fiscal year 2018.  Revenues 

exceeded forecasts by approximately $400,000.  This was driven by motor vehicle excise and 

permits revenues easily exceeding estimates.  In addition, $500,000 in expenditures were 

returned to fund balance mostly related to pension and fringe benefit costs. 

This resulted in $2.1 million in unassigned fund balances in its governmental funds financial 

statements.  These are the statements which most closely resemble the Town’s statutory 

accounting records.  Included in the unassigned fund balance at June 30, 2018 was 

approximately $276,000 in a general stabilization fund.   

Liquidity in the general fund is often measured by comparing the unassigned and assigned fund 

balances to the current year’s total general fund expenditures.  Credit rating bureaus often refer 

to this as a “reserve ratio.”  At June 30, 2018, the Town’s reserve ratio approached 17%.  

Furthermore, the total fund balance in the general fund exceeded 21% of fiscal year 2018 general 

fund expenditures.  These ratios, once they exceed 15%, are generally viewed as very strong to 

credit rating agencies. 

This is incredibly important as the Town embarks upon a significant borrowing to subsidize its 

new elementary school.  A strong bond rate will allow the Town to borrow at lower interest rates 

which will save the Town significant funds in future debt service costs. 

Two years ago, discussions like this seemed impossible.  The Town was cluttered with deficits 

and battered by turnover at many key financial and management positions.  Borrowing at normal 

terms was a dream not a reality and balancing annual budgets was very challenging. 

Fiscal 2018 marked the third year that the Town Accountant and Town Administrator have 

worked together and the initial year of the current Treasurer.  The team seems to have gelled well 

together and seems to be hitting performance goals and meeting the Town’s current challenges 

head on. 

Also important in fiscal year 2018 is the removal of the final material weaknesses we reported in 

fiscal year 2016 that partially continued into fiscal year 2017. 

These include: 

1. Reconciliation process between the cashbook and general ledger.

2. Reconciliation process between accounts receivable subsidiary ledger and general ledger.

3. Procurement.

4. Compliance with GASB 74 and GASB 75 with respect to OPEB.

It is important for the Town to maintain this momentum as for the first time in a very long time 

the public can finally begin to regain some confidence in the accounting records and controls. 

The remainder of the report reflects informational items and findings and recommendations.  The 

Town should review these recommendations and, if determined to be cost-effective, implement 

these improvements.  Items that have been repeated from past letters to management are so 

indicated. 
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INFORMATIONAL ITEMS 

 

 

Statement on Auditing Standards No. 115 – Audit Communications 

 

The American Institute of Certified Public Accountants (“AICPA”) several years ago issued 

Statement on Auditing Standards No. 115, Communicating Internal Control Related Matters 

Identified in an Audit (“SAS 115”).  SAS 115 establishes 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. Control deficiency 

2. Significant deficiency 

3. Material weakness 

 

Deficiencies identified as significant deficiencies or material weaknesses are required to be 

communicated to those charged with governance.  Those that existed in the prior year have been 

satisfactorily resolved. 

 

Control deficiencies are not required to be communicated; however, the Town has requested that 

we also report that type of deficiency in this report in order for the Town to strengthen its 

internal controls and operating efficiency and for full transparency. 

 

Fraud Prevention Measures (repeated from prior year) 

 

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: 

 

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; significant flaws in the design of the Town’s 

current processes should be documents 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, their rights should they become the 

subject of a fraud investigation, confidential mechanisms to report suspected fraud, the fraud 

investigation process, and 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. 
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3) The Town should perform periodic internal reviews of business processes, particularly those

that include cash handling.  The Town Treasurer and Town Accountant 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.

Other Postemployment Benefits 

As discussed in our previous letters to management, the Town was required to adopt a new accounting 

standard related to OPEB in fiscal year 2018.  The Town had failed to prepare valuations in the past that 

would assist in the calculation of OPEB and thus, fiscal 2018 is the first year the Town is able to quantify 

its liability.  

As expected, the adoption of this new accounting standard materially affected the Town’s financial 

condition.  A prior period restatement of approximately $8.1 million was made to the beginning net 

positions of the Town’s governmental activities and business-type activities to reflect this. 

The Town established an OPEB trust fund a few years ago but had not contributed much in relation to its 

liability.  Approximately $375,000 has been accumulated, with the lion’s share belonging to the TMLD.  

As we have indicated in several previous letters to management, the Town should continue to include 

OPEB in its long-term strategic financial planning. 
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GENERAL FINDINGS AND RECOMMENDATIONS 

1. Maximizing Investment Returns

Over the past ten years, the interest earned on bank deposits have not kept pace with 
inflation.  Many bank depository accounts currently return less than 1%.  However, there  
are a growing number of banks and financial institutions like the Massachusetts Municipal 

Depository Trust, or MMDT, that are financially stable and offer very liquid short-term 

investments with annual interest rates greater than 2%.

In fiscal year 2018, the Town’s governmental funds reported interest income of about

$30,000 despite total cash holdings of over $9 million.  A review of the Town’s bank 
deposits at June 30, 2018 reveals that virtually all of its deposits are in accounts bearing 
interest at 0.0% to 0.25%.

We recommend that the Town Treasurer evaluate the Town’s depository balances and 
accounts and evaluate the possible benefits of reallocating portions of the Town’s excess 
funds to stable financial institutions that offer very liquid safe short-term investments.  In 
doing so, it can turn its cash into a revenue generating asset.

2. System Security Audit

As part of the current year audit, a specialized individual conducted a security audit of the 
Town’s software systems.  A separate report has been issued and the information in this 
report is highly sensitive and will not be disclosed in this public report.  We urge the 
Town to review this report and implement appropriate action as a result.

3. Closing Checklists

Closing checklists are employed by accounting departments to better ensure that all 
routine and non-routine accounting transactions and reconciliations are performed and the 
final outputs (i.e., the Town’s balance sheet and Schedule A) are reviewed for accuracy 
and completeness.  The use of closing checklists is commonplace in private industry but is 

seldom used in the public sector.

The Town had great difficulty getting its free cash approved; in the end it was approved at 

the expected amount, but the Department of Revenue process was not used properly. We 

recommend that the Town Accountant, Treasurer/Collector develop a closing checklist to 

monitor and track the annual accounting close in order for the process to be more efficient 

in the future.

4. Sewer User Charges (repeated from the prior year)

The Sewer Department continues to handle all aspects of the user charges associated with 
the activity.  Therefore, the internal controls surrounding this activity are not as complete 
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as they should be.  We continue to suggest that the Collector’s office be given the 

responsibility of collecting the user charges.  This will provide better segregation and 
internal controls over the activity and provide a more efficient reconciliation process. 

5. Compensated Absences (repeated from prior year)

The Town did not have a well-documented procedure or any calculation schedules 

readily in place with which to efficiently determine and calculate the dollar value of the 

compensated absence accounting liability for unused employee sick and vacation time for 

any of the years under audit.  Previous documents and institutional knowledge of the 

processes were lost with the significant turnover several years ago.  

Not only is this important from a GAAP reporting standpoint but even more important 

from an operating standpoint as the Town is never sure exactly how much time is owed to 

its employees, which could become a budget issue. We suggest that the Town work 

towards administering and monitoring this area more efficiently.  

6. Indirect Costs (repeated from prior year)

Water, sewer, and light indirect costs are approved at Town Meeting, and transfers are 

made annually into the General Fund.  However, they are not reflected as transfers on 

the tax recap, but instead as miscellaneous revenues and expenses.  Furthermore, the 

transfers are not made if sufficient resources do not exist in the enterprise funds, and 

there is no formal process to the calculation of indirect costs from year to year. 

A more comprehensive calculation of indirect costs should be undertaken, documented, 

and signed off by the Town and enterprise funds with updates performed every few 

years. 

7. Capital Assets (repeated from prior year)

The Town does not have a capital asset tracking and reporting system, nor does it have a 

process in place to identify capital asset additions or disposals.  Rather, it relies on its 

external accounting firm to track its capital assets.  

Capital asset accounting systems have become increasingly affordable and it is likely 

that the Town could deploy a robust capital asset accounting system for a relatively 

minimum cost, which includes customization.  The adoption of such a system would 

likely facilitate insurance reporting and provide a mechanism to safeguard the Town’s 

capital assets.  
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8. Ambulance Write-off Policy (repeated from prior year)

The Town does not have a formal policy covering ambulance receivable write-offs. 

Ambulance operations are material to the Town’s financial operations.  Its solvency is 

also essential to the Town’s ability to provide these valuable and life-saving public safety 

services to its residents. 

We recommend that the Town implement a formal schedule with its third-party service 

provider in which the Town’s fire chief and key finance and administrative personnel 

review outstanding balances and approve write-offs, if needed.  This process should be 

undertaken annually, at a minimum. 

There were no write-offs during fiscal year 2018 and the outstanding balance increased 

over 15%. 

9. Treasurer/Collector Office (repeated from prior year)

In our letter to management dated March 23, 2017 we identified 17 critical areas in the

Treasurer/Collectors Office that needed to be addressed.  Many of those have been

addressed through fiscal year 2018, however some remain and should be addressed in the

current fiscal year.

Those are highlighted as follows:

• While efforts are made to collect cash from department heads weekly, there is no

formal policy regarding cash held by departments outside the Treasurer’s Office.  The

Treasurer was unaware that all Town cash is under the Treasurer’s control, and the

Treasurer has the duty to force effective internal control policies on all departments

who handle cash.

• Presently, the Collector does not use a lock box to collect taxes.  A lock box is

essentially a third-party collector of taxes.  Taxpayers mail their payments to a Post

Office box, and the third-party collector deposits the funds for the Town and posts

activity for all those who have paid.   Daily, an electronic file is then sent to the Town

where payments are uploaded automatically to the Town’s system.

• Cash forecasts are currently not prepared as part of a monthly routine.  This is a

critical process for Towns that are cash stressed; we suggest such a process is

implemented immediately.

• In 2011 the Department of Revenue began to require towns to process mark to market

adjustments prior to submitting their balance sheets for free cash.  This is very similar

to the accounting requirements under GASB 31.  The Town currently nor ever has

processed mark to market adjustments for unrealized gains and losses.  While this

does not impact free cash and only impacts the Trust Funds, we suggest the Town

adopt a process to complete these transactions at year-end.
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