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To the Honorable Mayor and City Council  
City of Lowell, Massachusetts  
  
In planning and performing our audit of the financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Lowell, Massachusetts as 
of and for the fiscal year ended June 30, 2012, in accordance with auditing standards generally accepted in the 
United States of America, 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 several matters that are opportunities for strengthening internal 
controls and operating efficiency.  The memorandum that accompanies this letter summarizes our comments and 
suggestions regarding those matters. 
 
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 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 response to the matters identified in our audit has not been subjected to the auditing 
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 of the City of Lowell, 
Massachusetts, and is not intended to be and should not be used by anyone other than these specified parties. 
 

 
 
November 21, 2012
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Prior Year Material Weakness 
(Resolved) 

Prior Year Material Weakness (Resolved)
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MATERIAL WEAKNESS IN INTERNAL CONTROLS OVER CASH (RESOLVED) 
Material Weakness in Internal Controls Over Cash (Resolved) 
Comment 
 
In previous management letters we addressed the fact that Treasurer’s Office personnel did not have policies and 
procedures in place to facilitate the reconciliation of cash balances both to obtain a Treasurers book balance and 
to reconcile that book balance to the general ledger. 
 
We had also noted the following deficiencies in internal controls related to cash:     

 
 The Vendor, Payroll and Main Depository Accounts were not reconciled for any month of the 

fiscal year. 
 Outstanding check lists were not reviewed, or cleaned up during the previous few fiscal years. 
 Many account reconciliations include reconciling items that are between 1 and 3 years old which 

have not been researched to determine the nature and final disposition of them.   
 
Because of the circumstances noted above, a complete reconciliation to arrive at Treasurer’s book balance, as 
well as between the Treasurer’s balance and the general ledger was unable to be performed by Treasury 
personnel during fiscal years 2006 through 2011.    
 
Current Status 
 
Monthly reconciliations from bank to book have occurred during fiscal year 2012.  The Treasurer’s Office has 
been working diligently to resolve all old outstanding reconciling items.  As of June 30, 2012, Treasurer’s cash is 
reconciled to the general ledger.  This material weakness is considered resolved. 
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Prior Year Comments 
Prior Year Comments 
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OLD OUTSTANDING CHECKS  
 
Comment 
Treasurer/Collector’s Office – Old Outstanding Checks 
In previous management letters we noted that the bank reconciliation’s for the vendor and payroll accounts 
reported outstanding checks greater than three months old as reconciling items.  
 
Current Status  
 
The Treasurer’s Office has made much progress in this area as of the end of fiscal year 2012.  The majority of 
stale checks have been reclassified into tailings early in fiscal year 2013.  Management expects this comment will 
be fully resolved during fiscal year 2013.  
 
Continuing Recommendation 
 
We continue to recommend the Treasurer/Collector’s Office investigate the existing outstanding checks greater 
than three months old and that procedures be implemented to investigate such outstanding checks on a monthly 
basis. 
 
Managements Response 
 
The Treasurer’s Office has put in place a policy to investigate all outstanding checks in the month of May of each 
year and to place un-cashed checks in a tailings account.  Payees will be notified according to MGL procedures. 
 
 
INDIVIDUAL FUND CASH RECONCILIATIONS 
Individual Fund Reconciliations 
Comment 
 
In previous management letters we noted that certain bank accounts associated with specific general ledger 
accounts are not individually reconciled each month.  An example of this would be a trust fund that has a specific 
bank account assigned to it to record cash activity (i.e. not part of pooled cash).  In situations like this, the bank 
account should be equal to the trust fund balance reported on the general ledger.   
 
Current Status  
 
Now that cash is being reconciled as a whole, the Treasurer’s Office can work to reconcile the individual bank 
accounts associated with specific general ledger accounts.   
 
Continuing Recommendation  
 
We continue to recommend that additional procedures be implemented to reconcile cash by fund.  By adding this 
procedure to the reconciliation process, cash transfers will occur in a timely manner and the potential for reporting 
an inaccurate cash balance for a City activity will be minimized. 
 
Managements Response 
 
The Treasurer’s Office will balance with the Auditor’s Cash by fund in FY 2013.  Procedures will be put in place to 
balance cash by fund on a quarterly basis. 
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FIXED ASSETS 
Fixed Assets 
Comment 
 
In previous management letters we noted that the City has worked to compile a detailed listing of all assets 
owned.  Maintaining this list requires the recognition of additions, deletions, disposals and transfers of fixed 
assets.  At this time the City has implemented procedures to account for yearly fixed asset additions however, 
procedures still need to be implemented to properly account for deletions, disposals or transfers.  In order to 
maintain a complete and accurate fixed asset listing the City needs to work on developing procedures to facilitate 
accurate fixed asset reporting. 
 
Current Status  
 
No action to resolve this comment was taken during fiscal year 2012. 
 
Continuing Recommendation 
 
We continue to recommend that management develop and implement procedures to track deletions, disposals 
and transfers of fixed assets.   
 
Management Response 
 
We have had a procedure in place for the yearly fixed asset additions.  Moving forward our plan for the deletions, 
disposals and transfers is as follows: we will retrieve from the outside auditors each year, the prior year asset list 
that we will distribute to the appropriate department heads to update.  This will help us maintain a complete and 
accurate fixed asset list yearly. 
 
 
OLD OUTSTANDING RECEIVABLES 
Old Outstanding Receivables 
Comment 
 
In previous management letters we noted that the Collector’s Office is carrying many types of receivable balances 
that are greater than five years old.  For receivables that cannot be liened the likelihood of collection at this time is 
significantly diminished.  
 
Although the balances are deferred the old balances cause the reconciliation process to be more difficult. 
 
Current Status 
 
Significant progress has been made in this area.  Credit balances have been refunded and many old uncollectible 
accounts have been written off.  The Collector is now working to analyze receivable accounts from fiscal year 
2000 and forward.    
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Continuing Recommendation 
 
We continue to recommend that the Collector’s Office work with the necessary officials to determine which 
receivable balances should be considered uncollectible, are not eligible to be liened and should ultimately be 
written off.   
 
Management Response 
 
The Treasurer’s Office is in the process of researching old outstanding receivables and will determine which 
accounts are to be deemed uncollectable and written off. 
 
 
RETIREMENT CASH ACCOUNT RECONCILIATION 
Retirement Cash Account Reconciliation  
Comment 
 
In previous management letters we noted that the Retirement Systems (System) checking account was not 
completely reconciled.  There was an unknown variance of approximately $30,000 that surfaced during calendar 
year 2009.  At the end of calendar year 2011, the variance was down to $1,500. 
 
Current Status 
 
As of December 31, 2011, the variance was down to $1,500, and upon viewing subsequent cash reconciliations 
through April of 2012, the variance had been identified and corrected.  This comment is considered resolved. 
 
 
TAILINGS ACCOUNT  
Tailings Account 
Comment 
 
We noted that the tailings balance in the general ledger has remained unchanged for the past few fiscal years, 
and many of the checks date back to 1980.  Currently, there are no formal procedures have been implemented to 
monitor the tailings balance, clean up the old checks, and to remove stale checks from the City’s outstanding 
check lists to put new items into tailings. 
 
The lack of procedures regarding tailings has the implication of making the reconciliation process more difficult as 
the outstanding check lists contain many old checks that convolute the process.  Also, if the City follows the 
Massachusetts Abandoned Property Laws, there may be amounts that can be released from the tailings account 
that will ultimately increase the free cash of the City.   
 
Current Status 
 
Procedures have been implemented to review the outstanding check listings and remove the old outstanding 
checks transferring them into a tailings account.  The Treasurer’s Office is in the process of formalizing 
procedures to follow the Massachusetts Abandoned Property Laws which will allow for the determination if any of 
the old checks can be brought back into the general fund.  Management expects this comment to be fully resolved 
in fiscal year 2013. 
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Continuing Recommendation 
 
We recommend that the Treasurer follow the Massachusetts Abandoned Property Laws to determine if any of the 
balance can be removed from the tailings liability account.   
 
We also recommend that the Treasurer’s Office implement procedures to allow for the timely addition of new 
checks, removal of old checks and reconciliation procedures with the general ledger on at least a quarterly basis.  
 
Management Response 
 
The Treasurer’s Office has implemented procedures for the addition of new checks being added and removed 
from the tailings account.  The Treasurer’s office has put in place a policy to investigate all outstanding checks in 
the month of May of each year and to place un-cashed checks in a tailings account.  Payees will be notified 
according to MGL procedures.
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CURRENT YEAR COMMENTS 
 
 

Current Year Comments 
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ALLOWANCE FOR ABATEMENTS  
Allowance for Abatements 
Comment 
 
In comparing the City’s balances in the allowance for abatement accounts with the Assessor’s Office estimate of 
potential liabilities outstanding as a result of Appellate Tax Board cases, it appears that if all outstanding cases 
settle for amounts close to the Assessor’s Office estimates that the City would have a shortfall of approximately 
$3.6 million to cover approved abatements.   
 
This would result in the City having to appropriate funds to cover the shortfall. 
 
Recommendation    
 
We recommend that the Assessor’s Office review the outstanding Appellate Tax Board cases determining if their 
estimates are accurate.   
 
We also recommend that the City consider increasing their yearly reserve for abatement allowance.   
 
Management Response 
 
The Assessor’s Office is currently reviewing all outstanding Appellate Tax Board cases.  In fiscal year 2013, we 
increased the abatement allowance by almost $400,000.  We will consider future increases as our financial 
position allows. 
 
 
OTHER POSTEMPLOYMENT BENEFIT ACTUARIALS  
Other Postemployment Benefit Actuarials 
Comment 
 
For financial reporting purpose, an actuarial valuation is required at least biennially for OPEB plans with a total 
membership (including employees in active service, terminated employees who have accumulated benefits but 
are not yet receiving them, and retired employees and beneficiaries currently receiving benefits) of 200 or more, 
or at least triennially for plans with total membership of fewer than 200. 
 
For the City of Lowell to remain compliant with GASB Statement #45, the City must obtain an updated actuarial 
valuation that would be dated July 1, 2012, and will be used for the fiscal year 2013 and 2014 audits.   
 
Recommendation 
 
We recommend that the City work with their actuarial firm to assure that any information needed to update the 
report is provided in ample time for the fiscal 2013 audit.   
 
Management Response 
 
Management is currently reviewing bids and will be awarding the contract for a new actuarial in time to meet fiscal 
year 2013 reporting. 
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TAX TITLE TAKINGS 
Tax Title Takings 
Comment 
 
A review of Treasury records indicates that, of the approximately $6.5 million of tax title properties, $2.9 million of 
the detail balance is more than 5 years old and some properties have been in tax title as long at 42 years.  
Properties placed into tax title in accordance with Massachusetts General Laws represent the City’s perfected 
interest to ensure future payment for back taxes.  Therefore, it is in the City’s interest to convert properties 
acquired through tax title into cash.   
 
Recommendation 
 
Massachusetts General Law imposes strict guidance that a municipality must follow when perfecting tax liens.  
We recommend that the Treasurer’s Office complete a full analysis of properties maintained in tax title to 
determine whether or not the City had perfected past tax title liens properly.  Any amounts deemed to be 
uncollectible due to improper lien filings should be taken into current period activity.  The City should the develop 
policies and procedures to ensure that tax takings are put to the beneficial use of the City in a timely fashion.      
 
Management Response 
 
In fiscal year 2012, the City began researching old tax title accounts in conjunction with a 2013 sale of many of 
those accounts.  We expect to make this an annual practice and to develop policies and procedures to govern the 
sales and to avoid lengthy delay between tax takings and ultimate resolution. 
 
 
FUTURE GOVERNMENT ACCOUNTING STANDARDS BOARD (GASB) STATEMENTS FOR PENSIONS AND 
OPEB 
Future Government Accounting Standards Board (GASB) Statements for Pensions and OPEB 
Comment 
 
The GASB has issued new pronouncements that will significantly affect the accounting and reporting 
requirements for Pensions and Other Postemployment Benefits (OPEB).  These new standards will start to phase 
in during fiscal year 2013 and will substantially impact your financial statements and will also affect the 
requirements for accumulating the necessary data to meet the reporting requirements. 
 
The new standards that have been issued and their effective dates are as follows: 
 

 The GASB issued Statement #63, Financial Reporting of Deferred Outflows of Resources, Deferred 
Inflows of Resources, and Net Position, which is required to be implemented in fiscal year 2013. 
 

 The GASB issued Statement #65, Items Previously Reported as Assets and Liabilities, which is required 
to be implemented in fiscal year 2014.  

 
 The GASB issued Statement #67, Financial Reporting for Pension Plans, an amendment of GASB 

Statement No. 25, which is required to be implemented in fiscal year 2014. 
  

 The GASB issued Statement #68, Accounting and Financial Reporting for Pensions, an amendment of 
GASB Statement No. 27, which is required to be implemented in fiscal year 2015.  
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The GASB is expected to issue additional standards following #67 & #68 for Pensions, which will similarly affect 
accounting and financial reporting for OPEB Plans.  The GASB is encouraging earlier application of these 
standards. 
 
To briefly summarize these new standards – 
 

 GASB #63 and GASB #65 will require reporting each of the financial position elements in a separate 
section in the statements of financial position.  These elements are Assets, Deferred Outflows, Liabilities, 
Deferred Inflows, and Net Position; where assets + deferred inflows – liabilities – deferred inflows = net 
position.  These new requirements will affect certain aspects of the financial statements currently and 
they will pave the way for the new reporting requirements of the new Pension and OPEB standards. 

 
 GASB #67 and #68 will substantially change the reporting for pension liabilities and expenses.  Changes 

in pension liability will be immediately recognized as pension expense or reported as deferred 
outflows/inflows of resources depending on the nature of the changes.  Substantial changes to methods 
and assumptions used to determine actuarial information for GAAP reporting purposes will be required.  
Current actuarial methods may continue to be used to determine funding amounts.  Employers will report 
in their financial statements a net pension liability (asset) determined annually as of the fiscal year end.  
Net pension liability (asset) equals the total pension liability for the plan net of the plan net position.  
Pension liability is the actuarial present value of projected benefits attributed to past service, and plan net 
position is the accumulated plan assets net of any financial statement liabilities of the plan. 

 
The City should expect to record significant pension and OPEB liabilities in the future.  
 
Recommendation 
 
We recommend that management begin to study and evaluate these changes for financial statement reporting 
and disclosure purposes, and to formulate plans to meet with your actuaries and financial advisers as more 
information becomes available.  You may want to consider how and when this information should be 
communicated to your constituents and other financial statement users.   
 
Management Response 
 
Management will work with their outside auditors to understand the requirements of the new standards and to 
assure that the City is in compliance with all GASB reporting requirements.  


