CITY OF NEWTON

FINANCIAL AUDIT ADVISORY COMMITTEE

RISK ASSESSMENT, MONITORING & COMPLIANCE
SUB-COMMITTEE REPORT

Monday, March 17, 2014

Present:. Robert Fox (Chairman), Ald. Ruthanne Fuller, Ald. Victoria Danberg, and Gail Deegan
City staff: David Wilkinson (Comptroller), James Reardon (Treasurer), and Sue Dzikowski
(Director of Finance; School Department), and Chief Financial Officer Maureen Lemieux (via
telephone)

Risk Assessment Policy for Cash Receipts

The sub-committee began discussing the development of a risk assessment policy for the
City’s cash receipts in order to safeguard the City. Comptroller David Wilkinson provided the
attached spreadsheet of the $331.2 million the City has collected year to date in revenue broken
out by collection department, receipts, and source.

Most of the cash collection takes place in the Treasurer’s Office, which has well
developed and implemented controls in place. Although the sub-committee should look at what
controls are in place, it appears not to be an issue in regards to the development of a policy for
cash receipts. The Comptroller provided the sub-committee with the attached Departmental
Cash Receipt Collection Policy.

Mr. Wilkinson highlighted the individual departments that collect the largest cash and
check revenues, excluding the Treasurer’s Office. Cash and check transactions carry the same
amount of risk to the City. The Inspectional Services Department, Police Department, and
School Department collect the largest amounts of cash or checks but there are number of other
departments that collect cash. Although the amounts are small when compared to the money
taken in by the Treasurer’s Office, when combined the total cash or checks collected by
departments is over $10 million.

The sub-committee intends to look at departments where cash or checks are collected to
determine what controls are in place, how the cash or checks are collected, how they are
recorded and deposited. Once that information is gathered, the sub-committee will develop a
policy on how departments should handle cash and check transactions. The sub-committee may
want to consider limiting cash or check transactions to specific locations or creating one
centralized payment location. The sub-committee needs to determine the balance between
centralizing collections with inconveniencing citizens.

The sub-committee will also look at reducing cash and check transactions by encouraging
the use of credit cards for payments. Currently, the City only accepts credit card payments on its
web site through a third-party vendor. There are fees charged to payees by the vendor for the
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credit card transactions. A list of credit card fees charged per transaction based on purchase
price is attached. The Treasurer is currently looking at centralizing credit card payments through
one vendor and having a credit card transaction reader in every department. Chief Financial
Officer Maureen Lemieux added that one of the Administration’s key objectives is to streamline
the bill/fee payment process for citizens. Before any push is made to encourage credit card
payments, there should be consideration of the vulnerability associated with electronic
transactions.

The sub-committee will consider the following when drafting a policy:

0 Separation of duties between collection and recording of cash and check
transactions

o0 Enforcement of the separation of duties

o Time requirement to turn cash or checks into the Treasury
0 Minimization of opportunities for fraud

0 Increased collection and recording efficiency for employees
0 Increased collection (i.e., ensuring all fees are collected)

0 The appropriate level of convenience for customers

0 Having the customer pay credit card fees rather than the City of Newton

The work will begin by understanding both by department and by location where
currency and checks are accepted currently. At the next meeting, City Treasurer Jim Reardon and
the School Department’s Director of Finance Sue Dzikowski will provide the sub-committee
with a complete list of locations within the City and School Department where cash is collected.
The sub-committee will begin to develop the policy for cash receipts at its next meeting on May
1, 2014.

Multi-Year Risk Assessment Plan

The Sub-committee will begin working on the long-term, overall comprehensive risk
assessment plan for the City on June 9, 2014 at 3 PM.

Respectfully submitted;

Robert Fox, Chairman
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SUMARY OF CASH RECEIPTS BY TYPE AND DEPARTMENT LOCATION

Type/Department

Treasurer's Office
Non Cash Journal Entry
Direct Deposit
Departmental:
Assessing
Building
Community Development
Comptroller
DPW
Executive
Fire
Health & Human Services
Human Resources
Inspectional Services
Law
Library
Newton Public Schools
Parks & Recreation
Planning
Police
Purchasing
Retirement
Senior Center
Veteran Services

Total Departmental

Grand Total

522.55
63,069.46
239,733.13
408,789.34
1,735,475.19
100,000.00
754,145.67
550,132.20
490,277.04
3,431,574.01
289,393.40
99,725.25
7,658,284.45
1,634,302.50
15,170.50
1,948,832.55
3,103.67
19,679.12
58,089.20
150.00

S Amount % Total
256,234,186.77  72.21%
45,550,373.88  12.84%

33,567,198.92  9.46%

0.00%
0.02%
0.07%
0.12%
0.49%
0.03%
0.21%
0.16%
0.14%
0.97%
0.08%
0.03%
2.16%
0.46%
0.00%
0.55%
0.00%
0.01%
0.02%
0.00%

19,500,449.23  5.50%

354,852,208.80 100.00%
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