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To Management
City of Newton, Massachusetts

In planning and performing our audit of the financial statements of the City of Newton, Massachusetts (City) as of
and for the year ended June 30, 2024, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Anditing Standards, issued by the
Comptroller General of the United States, we considered the City’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 City’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control.

However, during our audit we became aware of matters that are opportunities for strengthening internal controls and
operating efficiency. We also wanted to make you aware of a recently issued accounting standard which is expected to
impact your financial statements. The memorandum that accompanies this letter summarizes our comments and
recommendations regarding those matters. This letter does not affect our report dated December 31, 2024, on the
financial statements of the City.

We will review the status of these comments during our next audit engagement. We have already discussed these
comments and suggestions with various City personnel, and we will be pleased to discuss them in further detail at
your convenience, to perform any additional study of these matters, or to assist you in implementing the

recommendations.

The City’s written responses to the matters identified in our audit have not been subjected to the audit procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on them.

This communication is intended solely for the information and use of management, the Audit Committee and others

within the organization and is not intended to be, and should not be, used by anyone other than these specified
parties.
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CliftonLarsonAllen LLP

Boston, Massachusetts
December 31, 2024
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Off-Leash Dog Licenses

Comment

We evaluated internal controls related to the administration of off-leash dog licenses being issued by the City Clerk’s
Office and identified the following areas for improvement:

All licenses are entered into a database within the City Hall Systems software. The database stores
information such as fees paid for licenses, license type, and renewal period. While a daily reconciliation of
permit receipts to daily deposits is performed by the Treasurer’s office, there is no periodic reconciliation of
license fees recorded in City Hall Systems to receipts posted in the City’s Munis general ledger.

City Hall Systems is programmed to flag expired licenses for non-renewal. While non-renewals are pursued by
the City Clerk’s office, there is no formal review of non-renewal data extracted from the software. A formal
review may be beneficial to identify any trends or anomalies in the license data.

The City Clerk’s Office issues pre-numbered tags to affix to dog collars or harnesses. There is no
reconciliation implemented to compare the number of physical tags issued to the licenses issued in the City
Hall Systems’ software.

The City plans to transition the tracking software for dog licenses to OpenGov in 2025.

Recommendation

We recommend the City Clerk’s Office explore the cost/benefit of performing the following petiodic reconciliations:

1.

Off-leash license fees recorded in the permit software should be reconciled to off-leash license fees recorded
in the Munis general accounting ledger.

Pre-numbered tags on hand in the City Clerk’s Office should be reconciled to the total number of licenses
issued and recorded in the license software. For example, the City Clerk’s Office could periodically compare
the lowest pre-numbered physical tag on hand to the highest pre-numbered tag number assigned in City Hall
Systems.

We recommend such reconciliations be documented, dated, and signed by a preparer.

We also recommend the City explore methods to analytically review off-lease license data on a periodic basis. Reviews
could consider anomalies such as the following:

Customers who purchased licenses in the prior year, but not the current year.
Licenses with long-outstanding non-renewals (greater than 60 days)

Other data relationships; such as the renewal date of off-leash licenses compared to the expiration date of
required vaccinations.

Management’s Response

The City Clerk’s Office understands the recommendations of the Audit.

The Clerk’s Office will work during the course of the next year to collaborate with the Treasurer’s Office to develop a
periodic reconciliation process, perform a periodic reconciliation of physical tags issued against license data, utilize our
new OpenGov technology, and strengthen internal controls to ensure compliance with updated best practices.
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Financial Close and Reporting

Comment

Health Insurance Fund

During our analytical procedures, we identified approximately $8.6 million of employee contributions to the City’s
health insurance internal service fund were recorded as employer contributions in the general ledger. An audit
adjustment was provided to management to correct the allocation of these contributions in the City’s financial
statements.

Capital Assets

The City currently uses an internally generated Excel database to keep track of capital assets and depreciation. During
our review of the database, we identified errors that reported certain assets as over or under-depreciated, which
required subsequent corrections.

Recommendation
We recommend the Comptroller’s Office strengthen its financial close and reporting procedures surrounding its
review of health insurance contributions to identify and mitigate similar instances in future reporting periods.

Additionally, we recommend the City consider implementing a capital assets software to utilize for annual financial
reporting; which can reduce the reliance on manual adjustments as well as the risk of similar errors.

Management’s Response

This has been corrected. This was the result of creating a new template for the monthly booking of BCBS Health
contributions. The formula for the employer and employee transfer to the Health Insurance fund was reversed on the
City retiree portion. The Comptroller’s Office has worked to review the templates and procedures that we use to book
recurring journals to ensure this doesn’t happen. We will be taking additional steps to compare similar periods of
activity across years to better analyze variances in the data.

We have been in communication with other communities as well as our auditors and after discussion we anticipate
making a move to a new software during FY2025, potentially Depreciation Works. This would replace the use of our
Excel document that has been used for about 20 years, reducing the risk of errors through manual adjustments and
calculations.



Newton Community Education Program

Comment

The Community Education (NCE) program currently operates at a deficit. Upon further review and discussion with
program management, it was identified that the annual budget process does not adequately consider the expenses
incurred for operation. For example, operating costs (such as salaries and rent) and indirect costs (such as pension
and OPEB assessments) are not factored into the development of fees charged to program participants. Additionally,
these costs are not considered when determining the necessary class sizes needed for programs to break even.

Recommendation

We recommend management implement the following:

1.

2.

Develop and document a process to identify all direct and indirect costs associated with operating the
program during the annual budget period. Costs identified should encompass overhead, management salaries,
pension assessments, and other relevant expenses.

Adjust the pricing strategy for fees charged to the public to propetly consider the costs of operation
(including both direct and indirect costs).

Continue to reevaluate the class size requirements to ensure they are sufficient to cover all associated costs
and maintain the program's self-reliance.

Strengthen periodic reviews of the program’s financial operating performance to ascertain if the budgetin
g p prog P gp getng
process and cost allocations remain reasonable and consider actual costs incurred.

Management’s Response

1.

We acknowledge the importance of accurately identifying and documenting all costs associated with operating
the program, including overhead, management salaries, pension assessments, and any other relevant expenses.
NCE is tracking monthly revenue and expenses by major categories including direct and indirect expenses.

NCE will closely review the four indirect costs to ensure that they accurately reflect the indirect resources
contributed by the City:

1. Use of School Buildings Charge from Newton Public Schools for the use of space and custodial
time.

2. Charges from Parks, Recreation and Culture for permitting outdoor spaces.

3. Pension charges assessed to NCE. Our understanding, based on a follow up call with the auditor,
that this is the domain of the City Pension Board and mostly out of our control. However, we have
recently reduced staff, which will eventually help with mitigating future increases to our pension
charge.

4. OPEB - 3.75% charged to any employee hired after July, 2012 charged for OPEB funding (57OPEB
Account).

This has been completed for FY25 and will be continued in future years while still understanding we are in a
market competing against other offerings throughout the City and beyond. These will be considered in whole
across a portfolio of programs (and by season) so NCE operates without a deficit continuing to meet the
statutory mandate of Newton Community Education to provide individuals opportunities for personal and
professional enrichment and enhancement, and to maximize, in the most cost-effective manner possible,
community access to school and municipal facilities for activities.



Class sizes are being monitored for cost efficiency so that classes are not offered that incur excess expense.
Minimum enrollment levels have been increased and classes that do not meet minimums are routinely
cancelled. Classes that impede net profit organizationally will be cancelled.

NCE agrees with the need for ongoing reviews of the program’s financial performance. To ensure that our
budgeting process remains reasonable and aligns with actual direct and indirect costs incurred, we will
establish a monthly routine for financial performance reviews. These routine evaluations will allow us to
adjust the budget and cost allocations as needed, based on real-time data and financial performance. Regular
feedback loops will help maintain the program’s financial health and sustainability.



General Ledger Integration of Police Details

Comment

Our prior year management letter identified that subsequent to fiscal 2014 year end, the City’s Information
Technology Department developed a new billing and collection system for police details that is fully integrated with
the police detail scheduling and payroll systems of the City. The remaining step was to integrate the system with the
general ledger.

Given the multi-phase process of fully implementing Munis, the City has strategically targeted other aspects of the
Munis General Billing module before going forward with the police details integration.

Recommendation

We recommend the City continue its progress with Munis General Billing and move forward with the integration of
police details when deemed appropriate.

Management’s Response
The City of Newton continues to make progress in this very important initiative.

We are actively working with a vendor, however, due to delays on the part of the vendor, this entire project stalled this
past year.

Additionally, although we have made significant progress in working out the technicalities of this integration,
implementing changes to the new system may require impact bargaining with the unions. It would be reasonable to
expect those negotiations may take several months to complete.



Informational Comment — New Accounting and Financial Reporting Standard (GASB 101)

Comment

The Governmental Accounting Standards Board (GASB) has issued Statement Number 101 related to compensated
absences (accrued sick and vacation time, etc.). The Statement will become effective for fiscal year 2025.

Compensated absences is already reported in the City’s financial statements. However, Statement Number 101 adds
some considerations in determining the liability by stating that the liability should be recognized for leave that is
“more likely than not” to be used, paid, or otherwise settled. In accordance with the Statement, the City will need to
re-evaluate the liability in the context of “more likely than not”, considering factors such as employment policies
related to compensated absences and historical information about the use or payment of compensated absences.

Recommendation

We recommend the City prepare for the implementation of GASB Statement Number 101 for fiscal year 2025. The
City should also maintain any historical information or other leave data used in developing its estimate of the year-end
compensated absences liabilities.
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