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Independent Auditors’ Report on Compliance with Requirements That Could
Have a Direct and Material Effect on Each Major Program, on Internal Control
over Compliance in Accordance with the State Single Audit Act and on the
Schedule of Expenditures of State Financial Assistance

To the Members of the Board of Selectmen
Town of Winchester, Connecticut

Compliance

We have audited the Town of Winchester, Connecticut’s compliance with the types of
compliance requirements described in the Office of Policy and Management’s Compliance
Supplement that could have a direct and material effect on each of the Town of Winchester,
Connecticut’s major state programs for the year ended June 30, 2011. The Town of Winchester,
Connecticut’s major state programs are identified in the summary of auditors’ results section of
the accompanying schedule of findings and questioned costs. Compliance with the requirements
of laws, regulations, contracts and grants applicable to each of its major state programs is the
responsibility of the Town of Winchester, Connecticut’s management. Our responsibility is to
express an opinion on the Town of Winchester, Connecticut’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
State Single Audit Act (C.G.S. Sections 4-230 to 4-236). Those standards and the State Single
Audit Act require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major state program occurred. An audit includes
examining, on a test basis, evidence about the Town of Winchester, Connecticut’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination of the Town of Winchester, Connecticut’s compliance
with those requirements.

In our opinion, the Town of Winchester, Connecticut, complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material effect on each of
its major state programs for the year ended June 30, 2011. However, the results of our auditing
procedures disclosed instances of noncompliance with those requirements, which are required to
be reported in accordance with the State Single Audit Act and which are described in the
accompanying schedule of findings and questioned costs as item 2010-7.

Blum, Shapiro & Company, P.C. An Independent Member of Baker Tilly International



Internal Control over Compliance

Management of the Town of Winchester, Connecticut, is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws,
regulations, contracts and grants applicable to state programs. In planning and performing our
audit, we considered the Town of Winchester, Connecticut’s internal control over compliance
with the requirements that could have a direct and material effect on a major state program to
determine the auditing procedures for the purpose of expressing our opinion on compliance and
to test and report on internal control over compliance in accordance with the State Single Audit
Act, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Town of
Winchester, Connecticut’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a state program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a state program will not be prevented, or detected and corrected, on a
timely basis.

Our consideration of internal control over compliance 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 compliance that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above. However, we identified a certain
deficiency in internal control over compliance that we consider to be a significant deficiency as
described in the accompanying schedule of findings and questioned costs as item 2010-3. A
significant deficiency in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a state
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Schedule of Expenditures of State Financial Assistance

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the Town of
Winchester, Connecticut, as of and for the year ended June 30, 2011 and have issued our report
thereon dated May 23, 2013. Our audit was performed for the purpose of forming opinions on
the financial statements that collectively comprise the Town of Winchester, Connecticut’s basic
financial statements. The accompanying schedule of expenditures of state financial assistance is
presented for purposes of additional analysis as required by the State Single Audit Act and is not
a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.



The Town of Winchester, Connecticut’s responses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. We did not audit the
Town of Winchester, Connecticut’s responses, and, accordingly, we express no opinion on the
responses.

This report is intended solely for the information and use of management, the members of the
Board of Selectmen, the Board of Finance, others within the entity, state awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

86"”'/ &‘f""" %W,RC.

West Hartford, Connecticut
May 23, 2013



TOWN OF WINCHESTER, CONNECTICUT
SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED JUNE 30, 2011

State Grantor/Pass-Through Grantor/
Program Title

State Grant Program
Core-CT Number

Expenditures

Commission on Culture and Tourism
Passed Through the Connecticut Trust for
Historic Preservation:

Historic Preservation Activities Grants

Office of the State Comptroller

Payment in Lieu of Taxes (PILOT) on
State-Owned Property

Payment in Lieu of Taxes (PILOT) on
Private Colleges and General Hospitals

Total Office of the State Comptroller
Department of Education

School Readiness and Child Care in
Competitive Grant Municipalities

Healthy Food Certification

Child Nutrition Program - (School Lunch

State Match)

Family Resource Centers

Youth Services Bureau - Enhancement
Adult Education

Health Services

School Breakfast

Youth Services Bureau

Total Department of Education

12060-CAT45200-90455

11000-0SC15910-17004

11000-0OSC15910-17006

11000-SDE64000-12113

11000-SDE64000-16212-82010

11000-SDE64000-16211-82051

11000-SDE64000-16110

11000-SDE84000-16201

11000-SDE64000-17030

11000-SDE64000-17034

11000-SDE64000-17046

11000-SDE64000-17052

(Continued on next page)

12,461

85,499

46,781

132,280

106,996

12,625

6,513
96,994
5,000
11,225
26,201
10,179

17,333

293,066




TOWN OF WINCHESTER, CONNECTICUT
SCHEDULE OF EXPENDITURES OF STATE
FINANCIAL ASSISTANCE (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2011

State Grantor/Pass-Through Grantor/
Program Title

State Grant Program
Core-CT Number

Expenditures

Department of Environmental Protection
Cities Land and Park Water Quality Grant

Small Town Economic Assistance Program
(STEAP)

Boating Account

Total Department of Environmental
Protection

Connecticut State Library
Historic Documents Preservation Grants
Office of Policy and Management

Reimbursement of Property Taxes -
Disability Exemption

Payment in Lieu of Taxes (PILOT) on
Exempt Property of Manufacturing
Facilities in Distressed Municipalities

Property Tax Relief for Elderly and
Totally Disabled Homeowners

Property Tax Relief for Veterans
Property Tax Relief for Manufacturing
Machinery and Equipment and Commercial
Vehicles
Total Office of Policy and Management
Department of Public Safety
Telecommunications Fund

Collect Revision Project

Total Department of Public Safety

12052-DEP43720-40505

12052-DEP43153-40531

12060-DEP44000-34907

12060-CSL66094-35150

11000-OPM20600-17011

11000-OPM20600-17016

11000-OPM20600-17018

11000-OPM20600-17024

11000-OPM20600-17031

12060-DPS32740-35190

12060-DPS32672-35229

(Continued on next page)

$

117,491

4,500

12,001

133,992

3,000

1,043

29,813

64,519

2,648

249,336

347,359

3,189

1,827

5,016




TOWN OF WINCHESTER, CONNECTICUT
SCHEDULE OF EXPENDITURES OF STATE
FINANCIAL ASSISTANCE (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2011

State Grantor/Pass-Through Grantor/
Program Title

State Grant Program
Core-CT Number

Expenditures

Department of Social Services
Medicaid
Department of Transportation
Town Aid Road Grants - Municipal
Town Aid Road - STO
Total Department of Transportation

Department of Developmental Services

Employment Opportunities & Day Services

11000-DSS60000-16020

12052-DOT57000-43455

13033-DOT57000-43459

11000-DDS50522-16108

Total State Financial Assistance Before Exempt Programs

Office of the State Comptroller
Mashantucket Pequot/Mohegan Fund
Department of Education
Public School Transportation
Educational Cost Sharing
Excess Costs Student Based and Equity
Nonpublic School Transportation
School Construction Grants
Total Department of Education

Total Exempt Programs

Total State Financial Assistance

The accompanying notes are an integral part of this schedule

Exempt Programs

12009-0SC15910-17005

11000-SDE64000-17027

11000-SDE64000-17041

11000-SDE64000-17047

11000-SDE64000-17049

13010-SDE64000-40901

27,598

40,002

110,007

150,009

125,829

1,230,610

61,784

105,119
6,719,069
987,028
22,762

21,635

7,855,613

7,917,397

9,148,007




TOWN OF WINCHESTER, CONNECTICUT
NOTES TO SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED JUNE 30, 2011

Various departments and agencies of the State of Connecticut have provided financial assistance
to the Town of Winchester, Connecticut, through grants and other authorizations in accordance
with the General Statutes of the State of Connecticut. The financial assistance programs fund
several programs including education programs, public safety programs, veterans programs and
environmental programs.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Town of Winchester, Connecticut, conform to accounting
principles generally accepted in the United States of America as applicable to government
entities. The following is a summary of the more significant policies relating to the
aforementioned grant programs.

Basis of Accounting - The financial statements contained in the Town of Winchester,
Connecticut’s annual audit report are prepared on the modified accrual basis of accounting. The
following is a summary of such basis:

Revenues are recognized when susceptible to accrual (i.e., when they become both
measurable and available). Available means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period.

Expenditures are recorded when the related fund liability is incurred, if measurable.

The schedule of expenditures of state financial assistance, contained in this report, is prepared
based on regulations established by the State of Connecticut Office of Policy and Management.
In accordance with these regulations (Section 4-236-22), certain grants are not dependent on
expenditure activity and, accordingly, are considered to be expended in the fiscal year of receipt.
These grant program receipts are reflected in the expenditures column of the schedule of
expenditures of state financial assistance.

NOTE 2 - LOAN PROGRAMS

In accordance with Section 4-236-23(a)(4)(F) of the Regulations to the State Single Audit Act,
the notes to the schedule of expenditures of state financial assistance shall include loans and loan
activities. The following is a summary of the various loan program activity for the year ended
June 30, 2011:

Department of Environmental Protection:

Clean Water Funds:

Issue Interest Original Balance Balance
Date Rate Amount Beginning Issued Retired Ending
1/08 2% $ 642,019 $ 544575 $ - $ 27976 $ 516,599

-7-
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Independent Auditors’ Report on Internal Control over Financial
Reporting and on Compliance Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Members of the Board of Selectmen
Town of Winchester, Connecticut

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the Town of
Winchester, Connecticut, as of and for the year ended June 30, 2011, which collectively
comprise the Town of Winchester, Connecticut’s basic financial statements, and have issued our
report thereon dated May 23, 2013. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Town of Winchester, Connecticut’s
internal control over financial reporting 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 of Winchester, Connecticut’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the Town of Winchester, Connecticut’s internal control over financial reporting.

Our consideration of the 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 significant deficiencies or material
weaknesses, and, therefore, there can be no assurance that all deficiencies, significant
deficiencies or material weaknesses have been identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified certain deficiencies in
internal control over financial reporting that we consider to be material weaknesses and other
deficiencies that we consider to be significant deficiencies.

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 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. We consider the deficiencies described in the
accompanying schedule of findings and questioned costs as items 2011-01, 2011-02, 2011-03
2011-04 and 2011-05 to be material weaknesses.

-8-
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A significant deficiency is a control deficiency, or combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance. We consider the deficiency described in the accompanying
schedule of findings and questioned costs as item 2011-06 to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Winchester, Connecticut’s
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and, accordingly, we do not express such an opinion. The results of our
tests disclosed instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards and which is described in the accompanying schedule of
findings and questioned costs as item 2008-5.

We noted certain matters that we reported to management of the Town of Winchester,
Connecticut, in a separate letter dated May 23, 2013.

The Town of Winchester, Connecticut’s responses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. We did not audit the
Town of Winchester, Connecticut’s responses, and, accordingly, we express no opinion on the
responses.

This report is intended solely for the information and use of management, the Members of the
Board of Selectmen, the Board of Finance, others within the entity, state awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

g&“"/ &“f‘"“' ¥ W,RC.

West Hartford, Connecticut
May 23, 2013



TOWN OF WINCHESTER, CONNECTICUT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011
SUMMARY OF AUDITORS’ RESULTS
Financial Statements

Type of auditors’ report issued: Unqualified

Internal control over financial reporting:

e Material weakness(es) identified? X yes _____no

e Significant deficiency(ies) identified? _ X yes _____none reported
Noncompliance material to financial statements

noted? X yes no

State Financial Assistance

Internal control over major programs:

e Material weakness(es) identified? yes X no
¢ Significant deficiency(ies) identified? X yes none reported
Type of auditors’ report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be
reported in accordance with Section 4-236-24 of the
Regulations to the State Single Audit Act? X yes no

e The following schedule reflects the major programs included in the audit:

State Grantor and Program State Core-CT Number Expenditures

Department of Education:

School Readiness and Child Care in

Competitive Grant Municipalities 11000-SDE64000-12113 $ 106,996
Office of Policy and Management:

Property Tax Relief for Manufacturing

Machinery and Equipment and

Commercial Vehicles 11000-OPM20600-17031 249,336
Department of Transportation:
Town Aid Road - STO 13033-DOT57000-43459 110,007

Department of Developmental Services:
Employment Opportunities & Day
Services 11000-DDS50522-16108 125,829

¢ Dollar threshold used to distinguish between type A and type B programs: $200,000

-10-



FINANCIAL STATEMENT FINDINGS

2008-5

Condition

Context

Effect

Cause

Recommendation

Management
Response and
Planned
Corrective Action

Compliance with Local Laws and Regulations

The Town of Winchester, Connecticut (the Town) has overexpended
its budget in various departments during the fiscal year ended
June 30, 2011.

According to the Town’s charter, Section 905, “No individual, office,
department, board, commission or agency shall expend or contract,
which by its terms involves the expenditures of money, for any
purpose, in excess of the amounts appropriated therefore.”

The Town is not in compliance with local laws and regulations.

Lack of a system whereby expenditures are approved prior to being
encumbered

We recommend that the Town departments more closely monitor
their budgets in order to stay within the legally adopted budget
amount. If a budget overage occurs, the Board of Selectmen should
take proper action to correct these departmental budget overages in
accordance with their Charter Sections 914, 915 and 916 (as limited
by Section 305C).

The Town, under the leadership of the new Finance Director, fully
intends to adhere to Charter Sections 914, 915 and 916 for fiscal year
2011-2012 and all subsequent years. Budgetary transfers will be
submitted to the Board of Selectmen for approval to correct overages.
Department supervisors will more closely monitor their departmental
budgets.

-11-



2011-01
Type
Condition

Context

Effect
Cause

Recommendation

Management
Response and
Planned
Corrective Action

Controls over Cash Receipts
Material weakness over financial statements
Adequate controls over the depositing of cash receipts do not exist.

Various departments of the Town accept cash receipts: the Tax
Collector’s Office, Town Clerk, Recreation, Building Department,
etc.

The lack of controls has resulted in a loss on assets.
Lack of adequate internal control policies and procedures

We recommend that the Town develop adequate policies and
procedures to help safeguard the Town’s assets. Some
recommendations are as follows:

e Each department should independently track its receipts, keep
adequate historical records of these receipts and reconcile
back to the actual deposit.

e The Town should consider centralizing the receipting process.

e Any currency received should be counted in front of two
people and then placed in a secure deposit bag (either a
locked deposit bag or a plastic tamper-proof bag).

e Another way to secure cash receipts could be to establish a
lock-box system. This process, while perhaps somewhat
more costly in terms of bank charges, is more efficient and
will ensure maximum cash control and the timely deposit of
all customer remittances.

e The Town could also discuss other methods with its bank to
determine the most cost-effective method.

The Town, under the direction of the new Finance Director, has
significantly improved upon cash receipt controls. Tax deposits are
delivered to the Finance Department in tamper-proof bags and
deposited intact. All other deposits are delivered to the Finance
Department with detailed records. Those deposits are prepared and
verified by additional staff. The deposit is delivered to the bank by at
least two personnel. Additional records are being considered to
provide departmental staff with the ability to verify deposit
transactions.

-12-



2011-02

Type

Condition

Context
Effect
Cause

Recommendation

Management
Response and
Planned
Corrective Action

Controls over Cash Disbursements - Manual Checks
Material weakness over financial statements

Adequate controls over manual checks do not exist. During our
audit, we noted that manual checks were written and not recorded in
the accounting system.

The Town has manual checkbooks for various cash accounts.
The lack of controls has contributed to a loss on assets.
Lack of adequate internal control policies and procedures

We recommend that the Town develop adequate policies and
procedures to help safeguard the Town’s assets. Some
recommendations are as follows:

e The Town should consider the need for manual checks. If
there is no need, the checks should be disposed of in a secure
manner.

e If the decision is made to keep the manual checkbooks, they
should be stored in a secure location. Controls over this
location should be instituted and procedures developed over
the use and approval and issuance of manual checks.

Under the direction of the new Finance Director, controls have
already been implemented to significantly reduce or eliminate the use
of manual checks. If needed, manual checks will only be used in
emergency situations and require two signatures. The use of manual
checks will be formally incorporated in a written policy.
Additionally, Town finance officials are considering the complete
elimination of manual checks (as long as, at the current time, the
elimination of manual checks does not hinder necessary operations).

13-



2011-03

Type

Condition

Context

Effect
Cause

Recommendation

Management
Response and
Planned
Corrective Action

Controls over Cash Disbursements - Accounts Payable Checks
Material weakness over financial statements

While there are two signatures on the accounts payable checks, the
signatures are system-generated. During our audit, we noted that
there is no documented review of the accounts payable checks prior
to issuance.

The Town pays the majority of its vendors through the accounts
payable process.

The lack of controls has contributed to a loss on assets.
Lack of adequate internal control policies and procedures

We recommend that the Town develop adequate policies and
procedures to help safeguard the Town’s assets. Some
recommendations are as follows:

e Develop a policy over accounts payable checks with a
threshold requiring dual signature.

e If the dual signature remains system-generated, each
signatory should be affirmatively reviewing and approving
these disbursements.

e This review should be documented via a signature and date of
review.

Dual signatures remain system generated. Under the direction of the
new Finance Director, procedures are being implemented to require
the Finance Director and Treasurer to review all accounts payable
checks and supporting documentation. The review will require
formal signatures from both officials.
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2011-04

Type

Condition

Context
Effect
Cause

Recommendation

Management
Response and
Planned
Corrective Action

General Controls over Cash
Material weakness over financial statements

There is no segregation of duties with regard to reconciling cash.
During our audit, we noted that the Finance Director has been
reconciling the cash accounts. As the Finance Director has access to
the accounting system, disbursement process, and the receipt process,
this does not constitute adequate segregation of duties. In addition,
the Finance Director had control over interbank transfers.

The Town has over 50 cash accounts.
The lack of controls has contributed to a loss on assets.
Lack of adequate internal control policies and procedures

We recommend that the Town develop adequate policies and
procedures to help safeguard the Town’s assets. Some
recommendations are as follows:

e Segregate bank account reconciliation duties from cash
receipts and cash disbursements duties.

e Bank reconciliations should be performed on a monthly basis
and reviewed timely.

e The Town should also consider consolidating its cash
accounts to more effectively track, manage and reconcile the
accounts.

e The Town should talk to its banking institutions about other
asset-safeguarding tools such as Positive Pay.

The Town Treasurer performs all bank reconciliations monthly and
submits reports to the Finance Director for review.

All Town bank accounts have been reviewed, and many have been
consolidated or closed. The Town, under the direction of the new
Finance Director, is pursuing Positive Pay in cooperation with its
associated banks. Furthermore, the Town has implemented
electronic banking processes that provide additional safeguards by
requiring dual approval for all transactions.

-15-



2011-05

Type

Condition

Context

Effect
Cause

Recommendation

Management
Response and
Planned
Corrective Action

General Ledger Utilization and Effectiveness
Material weakness over financial statements

During our audit, we noted that the general ledger system allows one-
sided journal entries, which could cause the general ledger to be out
of balance. In addition, many offline reports are used such as Excel
schedules rather than system reports for various purposes. Reports
that are not system reports lack the integrity of a system-generated
report. Less reliance can be placed on an offline report.

The Town’s general ledger represents the books and records of all of
the Town’s funds.

The lack of controls has contributed to a loss on assets.
Unknown

We recommend that the Town develop adequate policies and
procedures to help safeguard the Town’s assets. Some
recommendations are as follows:

e The Town should discuss this issue with its software vendor
to ensure it is running the latest version of the software and is
utilizing it to its greatest potential.

e The ability to make one-sided journal entries should be
disallowed.

e The general ledger should be configured in a way that it is
able to run system-generated reports for all of the Town’s
needs. Additional modules might need to be added.

The Town, under the direction of the new Finance Director and with
the cooperation of the Town’s software vendor, has disabled the
ability to perform “one-sided” journal entries. Upgrades to both
hardware and software have been completed, making it possible to
incorporate new technology for accounting and budgetary purposes.
The Town will maintain all transactions within the general ledger and
determine if, despite the recent upgrade, the current hardware and
software configurations are adequate.
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2011-06

Type

Condition

Context

Effect

Cause

Recommendation

Management
Response and
Planned
Corrective Action

Controls over Payroll Reporting
Significant deficiency over financial statements

During our audit, it was noted that the withholding on both federal
and state W-2 forms for one employee did not reconcile to what was
withheld from the employee’s payroll checks.

This occurred with one employee.

The Town reimbursed both the federal and state governments for the
under-withholding. The amount was $10,854 during the fiscal year
ended June 30, 2011.

Unknown

We recommend that the Town develop adequate policies and
procedures to help safeguard the Town’s assets. Some
recommendations are as follows:

e Develop a policy for segregating duties to ensure the W-2
forms reconcile to the payroll reports and federal/state tax
filings.

e The Town should institute a policy where nonrecurring
checks to the Internal Revenue Service (IRS) or State be
approved by the Town Manager.

Under the leadership of the new Finance Director, the Town is
reviewing this process and plans to segregate the W-2 and payroll
reporting functions. The Treasurer prepares all Form 941 filings.
The Finance Director will reconcile the W-2 forms to the payroll
reports and federal/state tax filings. The Assistant to the Finance
Director will review and address any discrepancies. All IRS mail is
being delivered to the Town Manager for subsequent distribution to
the Finance Director or Treasurer.

-17-



I11. STATE FINANCIAL ASSISTANCE FINDINGS AND QUESTIONED COSTS

2010-3 Reporting
Grantor State of Connecticut Office of Policy and Management
Program PILOT - Property Tax Relief for Manufacturing Machinery and

Equipment and Commercial Vehicles
Core-CT Number  11000-OPM20600-17031
Criteria Program reports should be accurate and submitted timely.
Condition There was a calculation error on Form M-65MV.
Questioned Costs None noted

Context Assessed value was originally calculated at $796,608. The corrected
amount was $746,277.

Effect The Town was reimbursed based upon a higher amount calculated.
Cause No review of calculation.

Recommendation  All reports submitted should be reviewed by someone other than the
preparer to ensure accuracy and completeness.

Management The Finance Director reviews Form M-65 and recalculates to ensure
Response and accuracy. Once completed, the Finance Director formally signs the
Planned document.

Corrective Action

-18-



2010-7

Grantor

Program
Core-CT Number

Criteria

Condition

Questioned Costs
Context

Effect

Cause

Recommendation

Management
Response and
Planned
Corrective Action

Cost Allocation Plan

State of Connecticut Department of Developmental Services
Employment Opportunities and Day Services
11000-DDS50522-16108

Cost allocation plans should meet the requirements of OPM Cost
Standards.

While a cost allocation plan was developed, it did not meet the OPM
Cost Standards.

None noted
Program expenditures were $125,829.

Costs could potentially not be allowed according to OPM Cost
Standards.

Unknown

We recommend that the cost allocation plan be revised to comply
with OPM Cost Standards. Alternatively, the Town could request a
waiver of this requirement from the State.

The Town will compare its current cost allocation plan to the
requirements prescribed by OPM and modify as necessary. If the
Town does not feel it can satisfy OPM’s requirements, then the Town
will consider applying for an exemption.
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IV.STATUS OF PRIOR YEAR FINDINGS

Prior Audit Findings Resolved:

Finding Number Description
2010-1 Board of Education Year End Closing Process
2010-2 Board of Education General Ledger
2009-1 Property Tax Relief Eligibility
2010-4 School Readiness Reporting
2010-5 School Readiness Types of Services and Costs Allowed or
Disallowed
2010-6 Employment Opportunities and Day Services Reporting

Prior Audit Findings Unresolved:

Finding Number Description
2008-5 Compliance with Local Laws and Regulations
2010-3 Property Tax Relief Reporting
2010-7 Employment Opportunities and Day Services Cost Allocation Plan
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