
FINANCIAL AUDIT ADVISORY COMMITTEE 
 

Report 
 

Tuesday, April 18, 2017 
 

Present:  Councilor Fuller (Chair), Councilor Auchincloss, Councilor Danberg, School Committee 
Member Margaret Albright, Citizen Representative Tony Logalbo, and Citizen Representative David 
Spector 
 
Also present: Comptroller Sue Dzikowski, City Treasurer and Collector Jim Reardon, and Matthew 
Hunt of Clifton Larson Allen LLP 
 
Upcoming Audit 
 

The Committee met with Matt Hunt of Clifton, Larson, Allen, LLC (CLA), the City’s 
external auditing firm, to review the goals for the upcoming audit.  Mr. Hunt believes that the CLA 
team is well suited for the Newton audit.  There is an upcoming meeting with Mr. Hunt, Jim 
Piotrowski (CLA Audit Manager), former Comptroller David Wilkinson, and Comptroller Sue 
Dzikowski to discuss the transition from Mr. Wilkinson to Ms. Dzikowski in relation to the external 
audit to ensure that everyone is on the same page in terms of what information the Comptroller will 
provide to CLA.  Once that meeting happens, there will be a better understanding of scheduling the 
preliminary work.   

 
The retirement system preliminary audit fieldwork is starting on April 24, 2017.  The 

auditors will begin looking at the Retirement System budget, which will include a review of the 
actuarial evaluation of the pension-funding schedule.  The federal grant audit will begin in June and 
the primary audit fieldwork will start in mid-September.  The Comptroller’s draft Comprehensive 
Annual Financial Report is usually complete by early to mid-November.  All of the draft reports 
including the Management Letter and Federal Awards Report should be available by December 12, 
2017 for the Committee’s exit conference with CLA.   

 
The City has changed its Other Post-Employment Benefits (OPEB) actuary this year and 

there was a question regarding whether this would cause any issues with the external audit.  Mr. 
Hunt responded that the transition should not create any issues.  The new actuarial firm for the 
OPEB is the same firm that the Retirement System currently uses for its pension valuations.   

 
Each audit cycle the Committee chooses a school and/or City department for the auditors to 

visit for a more focused review.  In Fiscal Year (FY) 2014, the auditors visited the Bigelow Middle 
School to review policies and procedures related to student activity fund accounts and the 
Inspectional Services Department to look at cash and check collection procedures.  In FY 2015, the 
auditors focused on the Oak Hill Middle School activity funds and the Utilities Division to look at 
the water/sewer/storm water payroll and in FY 2016 the auditors’ sole focus was a review of the 
Human Resources payroll processes.   

 
The Committee discussed whether there was any need to continue with the review of the 

student activity funds as there are now formal policies and procedures in place at all of the schools.  
The Committee discussed other places where cash collection takes place within the School 
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Department.  The Ed Center collects cash for all types of student fees including sports, music, bus, 
music and drama fees; however, athletic directors at the high schools and middle schools often 
collect athletic fees in cash.  It may make sense for the auditors to focus on collection policies for 
athletic fees in this audit cycle.  The Chair suggested that Margaret Albright and Sue Dzikowski 
reach out to the School Department to get feedback on athletic fee collection before completely 
greenlighting the project for the auditor.  In addition, the Committee felt that the auditor should 
continue to focus on the Human Resources Department’s payroll functions, as there continues to be 
issues particularly with paying employees correctly.  Once Ms. Albright and Ms. Dzkowski speak 
with the School Department, they will e-mail the Committee and Mr. Hunt to move forward with the 
athletic fees.   

 
The Committee reviewed the work of the Accounting and Audit Sub-committee of the 

Financial Audit Advisory Committee.  The Accounting and Audit Sub-committee recently met with 
the appropriate department heads to review the auditors’ comments and the administration’s 
responses to the comments contained in the auditors’ management letter dated June 30, 2016.  The 
City is making steady progress on addressing the issues raised in the auditor’s Management Letter.   
 
 Mr. Hunt moved the discussion to the implementation of new Governmental Accounting 
Standards Board (GASB) pronouncements.  This year the City is required to implement GASB 
Pronouncement 74, which requires the City to include the net OPEB liability, the OPEB Trust’s net 
position, the assumptions used to determine the net OPEB liability, a 10-year schedule and other 
information related to OPEB contributions and reserves as part of the CAFR footnotes.  The attached 
summary of GASB Statement 74 provides further information on the pronouncement requirements.  
Next year the City will implement GASB Statement 75, which requires the City to put the full OPEB 
liability in the financial statements as part of the balance sheets.  For details on GASB Statement 75, 
refer to the attached summary.  It was noted that GASB does not require the use of a 4% discount 
rate to calculate the OPEB funding schedule.  The City can continue to use its more conservative 
discount rate of 2% if it chooses.  The OPEB Board of Trustees will be discussing what discount rate 
to use.  The City will also be implementing GASB Statement 77 this year.  The Statement requires 
the City to disclose information related to any tax abatement programs resulting from agreements 
between the City and a person or entity in which the City foregoes taxes and the entity promises to 
take an action that contributes to something that benefits the City or its residents like economic 
development.  The disclosure will include a description of the abated tax, the provisions that 
establish the abatement program, eligibility criteria, the dollar amount of the abatement, and 
provisions for recapturing the abated taxes.  If the City does not have any abatement programs that 
meet the criteria of Statement 77, there will be a statement to that effect in the footnotes.   
 
Investment Policies 
 
 The City has investment policies approved by their respective Boards of Trustees for the four 
largest trust funds (Chaffin, Cousens, Scovell, and the Newton North High Trust Fund), which all 
state that the Treasurer acts primarily as custodian of the trust funds.  An outside investment firm is 
managing each of these funds.  The City also maintains a Workers’ Compensation Trust Fund that is 
directly under City control and managed by Mellon Wealth Management.   
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 The smaller funds do not have significant amounts of money in them and a decision was 
made to consolidate these funds and invest them as one fund with the Massachusetts Municipal 
Depository Trust.  Any disbursement from these smaller funds is done through the warrant process.  
The Comptroller is responsible for the smaller funds.   
 
 The Committee discussed the possibility of closing the smaller funds and disbursing the 
funds.  The City and School Department need to come up with a plan for the smaller trust funds.  A 
Committee member suggested that the Comptroller check with other communities to see how they 
have handled small trust funds.  The Committee members asked the Comptroller with input from the 
Law Department to come up with a plan over the next nine months to deal with the small trust funds.  
Committee members David Spector, Margaret Albright, and Vicky Danberg will provide the 
Comptroller with additional help.  In addition, Treasurer Jim Reardon will ask Deputy Treasurer 
Linda Dubuque to assist the Comptroller.  The Committee asked for an update at the Financial Audit 
Committee meeting in October.   
 
Financial Software 
 
 Discussion on upgrading or replacing the City’s financial software continues.  The 
Administration is currently working on developing a process for the purchase of new software.  It is 
expected to take approximately 1 ½ years to implement any significant change to the software.  The 
expected cost of the upgrade or replacement is $3 million.  The Administration will provide an 
update at the next meeting. 
 
Respectfully submitted, 
 
Ruthanne Fuller, Chair 
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