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•

Questions regarding this report and data? Please
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tbruce@cumberlandfire.org or cell# (401) 474-6281.

CUMBERLAND FIRE DEPARTMENT
FINANCE DEPARTMENT MEMORANDUM

To:

Fire Committee Chairman Bruce Lemois

Cc:

Members of the Cumberland Fire Committee

From: Finance Director Thomas Bruce
Date: 12/4/15
Re:

Fiscal Year 2014-2015 Audit: Questions and Responses Regarding Draft Financial
Statements Received 11/20/15 from Parmelee, Poirior and Associates

Questions regarding the draft audited financial statements received from our audit firm, PP&A, on 11/20/15
have been received and also have arisen during our meeting last Tuesday, 12/1. At your request, I am
providing responses to these questions. In some cases, the questions are simply a request for further
explanation. The questions largely relate to all four districts. In regard to certain items and as you had
indicated, I am using the Valley Falls report and page numbers as a reference and an example when a
particular question relates to all of the districts.
As noted in responses, some questions directly relate to significant changes in accounting and reporting
requirements promulgated by GASB Statement 34. This accounting framework set of changes was the
most significant in the history of government financial reporting. It was phased in over five years in terms
of required compliance over a multi-year period approximately occurring between 2000 and 2007. The
governmental rule making body appointed by Congress for the U.S. is referred to as the Governmental
Accounting Standards Board, or GASB. An attached information sheet produced by Wikipedia briefly
provides further explanation of GASB Statement 34
A. .Taxes Receivable - Pg. 9 - At June 30, 2015, the Districts were owed fire tax payments from tax
bills sent out during the 2014-2015 fiscal year and in several prior years. The four district total tax
receivable amount totaled approximately $311,000. From an accounting perspective, the individual
taxpayer accounts are referred to as subsidiary accounts and are recorded in our Vision tax
collection system. Our QuickBooks accounting system maintains an individual account for total
taxes owed and it is referred to as a control account. This amount or balance of this control account
in QuickBooks equals the sum of all of the taxpayer accounts. It is critically necessary that the
total of all subsidiary accounts in the Vision System must equal the account balance of the tax
receivable control account maintained in QuickBooks. This requirement mandates that the totals
are reconciled monthly with adjustments resulting in both systems balancing.

A. Long Term Liabilities – Pg. 9 - Represents financial obligations of the District which are due
over a period of time greater than one year and are initially incurred by several types of
transactions including the following examples (GASB 34 related):
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Long Term Liabilities – Pg. 9 – continued,
o

Borrowing or leasing capital assets such as the N. Cumberland leased truck.

o

Employee accrued leave benefits such as vacation and sick time which decrease when the
accrued time is discharged or paid out at the time of retirement.

o

Bonds or notes issued and have a repayment period remaining in excess of one year.

o

OPEB or Other Post-Employment Benefits are long term liabilities which arise from a
legally binding obligation to provide non-salary benefits to retirees such as health or life
insurance.

o

Unfunded or underfunded employee pension obligations. The entity is responsible for
adequately funding the pension system it administers. However, the funding level becomes
inadequate to meet future requirements because employer contributions were not made or
investment returns were less than planned.

B. Invested in capital assets, net of related debt - Pg. 9 - The total amount of all historical costs
incurred to acquire all capital assets of the entity, not including past depreciation expense
related to the capital asset group and any related debt amounts that remain unpaid. (GASB 34
related)

C. Unrestricted – Pg. 9 - Term used to describe a total or partial amount of fund balance that is
not designated or reserved for the possible future expenditure for an authorized and special
purpose or contingent event. The governing body of the entity must formally appropriate any
amount of unrestricted fund balance, but is not restricted by past legislative action to establish
a restriction or restrictions regarding such amount. However, local ordinances as well as state
and federal statutes would typically take legal precedence over any type of unrestricted fund
amount status. (GASB 34 related)
D. Total General Revenue/Property Taxes – Pgs. 10, 12 and 13 - A variance of $27,471 exists
between the property tax revenue amounts listed on the Valley Falls report, page 10,
Governmental Activity Statement, relative to the amount listed on page 12 in the Fund
Statement of Revenues and Expenditures, and Changes in Fund Balance.
However, a GASB 34 required reconciliation process and report, first implemented in 1999,
and presented on page 13, tabulates the adjustments to balance the amounts reported on the two
types of statements --- the original Governmental Fund Statement type applied on page 12 and
the relatively new and required GASB 34 Activity type statements as applied on page 10. And
in the detail of the reconciliation on page 13, the particular variance amount of $27,471 is listed
and explained.
The newer GASB 34 statement is conceptually based on recognizing activity within the
particular period of time. The variance amount represented revenue collected outside of the
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Total General Revenue/Property Taxes – Pg. 10, continued,
time period and therefore could not be recognized as part of the FY’15 revenues. The directly
opposite effect occurs within the framework of the conventional set of fund statements. The
approximate sixty-year-old set of governmental accounting and reporting rules does allow for
the recognition and, in fact, requires that this out of period revenue collection to be recognized
within the annual FY’15 period. (GASB 34 related)
E. Total Fund Balances – Pg. 11 – A negative value of ($174,127) is reported for the Valley
Falls district on 6/30/15 for fund balance. This reporting actually represents a cumulative
deficit derived by the fact that historical expenses exceeded historical revenues by this amount
of $174,127. This particular report is the within the older, yet still required, governmental
fund statement group of financial reports. The lower half of page 11 offers a reconciliation
between this fund statement and the GASB 34 required Net Assets statement reported on page
9. (GASB 34 related)
F. Total General Revenue/Property Taxes – Pg. 12 and pg. 10 – The response to this item is
equivalent to the explanation offered on page 2 for item E.
G. Total Expenses – Pg. 12, 10 and 13 - A variance of $35,132 exists between the total
expenditure amounts listed on the Valley Falls report, page 10, Governmental Activity
Statement, relative to the amount listed on page 12 in the Fund Statement of Revenues and
Expenditures, and Changes in Fund Balance.
However, the GASB 34 required reconciliation process and report on page 13, tabulates the
adjustments to balance the amounts reported on the two types of statements --- the original
Governmental Fund Statement type applied on page 12 and the relatively new and required
GASB 34 Activity type statements as applied on page 10. And in the detail of the reconciliation
on page 13, the particular variance amount of $35,132 equals the sum of the two items listed.
The two reconciling items which are related to long term debt ($5,250) and expense recognition
of depreciation ($29,882) are identified and explained. (GASB 34 related)
H. Internal Balances – Pg. 23 – The listed amount of $155,000 represents an inter-district
liability of the Valley Falls District as of 6/30/15. The lability and related bank transfer was
authorized by a unanimous vote of the Fire Committee.
The Valley Falls District had depleted all cash amounts and received the approved and critically
necessary cash transfer from the Cumberland Hill District. So this liability, which still existed
at year-end on June 30, is reported on pg. 23 is classified as an “Internal Balance” based on the
inter-district relationship which is known to cease to exist the next day on July 1.
In theory, a resolution of this liability and cash advance affecting two districts (CH & VF) was
executed and accomplished and recorded by our audit firm at the point in time when the merger
occurred at 12:00AM, July 1. Through two sets of reciprocating bookkeeping entries dated
6/30, the accounting records of the former two districts, retired the Valley Falls cash transfer
liability by the appropriate recognition of a $155,000 expenditure amount.
Simultaneously, the Cumberland Hill asset of $155,000 classified as an inter-district receivable
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was recorded as satisfied by an equal amount of revenue recognition. For the Valley Falls
District, this $155,000 item reflected a dramatically fragile financial position. Managerial
performance included significantly overstated amounts budgeted for tax collections, budgeting
of expenditures far in excess of budgeted revenues, as well as significant overspending in
excess of budgeted expense amounts.
Grossly overstated projections of collected tax revenues further resulted in unfavorable
pressure on the FY’15 operating result driving it down to a deficit amount of ($628,000) or
approximately 35% of the Valley Falls annual expenditure budget.
And, this $628,000 amount led to a 6/30/15 cumulative and ending fund deficit in the amount
of $174,000, the only district to arrive at the point of consolidation without cash reserves and
a negative cumulative fund balance for the newly created Town-wide district to ultimately bear
the $174,000 cost of the cumulative deficit.

************************************************

If you have questions or comments regarding this information any of these reports or any financial matter,
please call me at my cell #401-474-6281 or email me at tbruce@cumberlandfire.org . Thanks/Tom Bruce
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