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To the Members of the Board of Selectmen
Town of Franconia
421Main Street, P.O. Box 900
Franconia, NH 03580

Dear Members of the Board:

We have audited the financial statements of the governmental activities, business-type activities, each
major governmental and proprietary fund, and aggregate remaining fund information of the Town of
Franconia for the year ended December 31,2019. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards and:, Govdrnment
Auditing Standards, as well as certain information related to the planned scope and timing of our audit. We
have communicated such information in our letter to you dated December 13, 2019. Professional standards
also require that we communicate to you the following inforrnation related to our audit.

Signifi cant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting, policies. The significant
accounting policies used by the Town of Franconia are described in Note I to the financial statements. As
described in Note 2-C to the financial statements, the Town of Franconia changed accounting policies to
change the way the Town reports its fiduciary activities by adopting Statement of Govemmental
Accounting Standards (GASB Statement) No. 84, Fiduciary Activities in fiscal year 2019. Accordingly,
the cumulative effect of the accounting change as of the beginning of the year is reported in Note 17, Prior
Period Adjustments.

We noted no transactions entered into by the Town of Franconia during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are

based on management's knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ significantly
from those expected. The most sensitive estimates affecting the Town of Franconia's financial statements
were:

Management's estimate of the capital asset useful lives is based on historical information
and industry guidance. We evaluated the key factors and assqmptions used to develop the
capital asset useful lives in determining that it is reasonable in relation to the financial
statements taken as a whole,

, Management's estimate of the allowance for uncollectible properfy taxes is based on
historical data and information known concerning the assessment appeals. We evaluated
the key factors and assumptions used to develop the uncollectible property taxes in
determining that it is reasonable in relation to the financial statements taken as a whole.

Management's estimate of the uncollectible ambulance receivables is based on knowledge
of past collection rates. We evaluated the key factors and assumptions used to develop
the uncollectible ambulance receivables in determining that it is reasonable in relation to
the financial statements taken as a wholg.
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Management's estimate of the net pension liability, deferred outflows and inflows of resources related to
pensions are based on assumptions of future events, such as employment, mortality and estimates of value of
reported amounts. We evaluated the key factors and assumptions used to develop the net pension liability,
deferred outflows and inflows of resources related to pensions in determining that they are reasonable in
relation to the financial statements taken as a whole.

Management's estimate of the other postemployment benefit liability, deferred outflows and inflows of
resources are based on the assumption of future events, such as employment, mortality and the healthcare cost
trend, as well as estimates of the value of reported amounts. We evaluated key factors and assumptions used
to develop the other postemployment benefits liability, defened outflows and inflows of resources related to
the other postemployment benefits in determining that they are reasonable in relation to the financial
statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Dfficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with managernent in performing and completing our audit,

C orr e ct e d and Uncorr ect ed Mis s t at em ents

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other than those
that are clearly trivial, and communicate them to the appropriate level of management. Adjustments proposed and approved
were primarily of a routine nature which management expects the independent auditors to record as part of their year-end
procedures. A list of these adjustments for the general fund and water fund are attached to this letter.

D is agr eem ents w it h Management

For purposes of this letter, a disagreement with management is a fiflancial accounting, reporting, or auditing matter, whether or
not resolved to our satisfaction, that could be significant to the financial statements or the auditor's report. We are pleased to
report that no such disagreements arose during the course ofour audit.

Management Repr es ent ations

We have requested certain representations from management that are included in the management representation letter dated
June 16,2020.

Management Consult ations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters, similar to
obtaining a "second opinion" on certain situations. If a consultation involves application of an accounting principle to the
Town of Franconia's financial statements or a determination of the type of auditor's opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to determine that the consultant has

all the relevant facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards, with
management each year prior to retention as the Town of Franconia's auditors. However, these discussions occurred in the
normal course ofour professional relationship and our responses were not a condition to our retention.

Town Policies*

The Town's control policies require that management and employees establish and maintain an environment throughout the
Town that sets a positive and supportive attitude toward internal control and conscientious management. The control
environment established by the Board of Selectmen sets the tone for how Town employees and elected officials conduct its
business.



Town of Franconia
fune 25, 2020
Page 3

As the Board of Selectmen, Trustees of Trust Funds, Library Trustees and department heads strive to achieve the goals of the
Town and provide accountability for their operations, they need to continually examine internal controls to determine how well
they are performing, how they may be improved, and the degree to which they help identify and address major risks for fraud,
waste, abuse and mismanagement.

We noted that while there is an efforl to do so, the Town has not yet established formal policies for fraud, conflict of interest,
risk management, disaster recovery, cash receipts, purchasing, credit cards and any other policies necessary to protect the
operations of the Town. These policies are essential tools to manage the Town's operations efficiently and effectively. The
absence of these policies does not mean that the Board of Selectmen does not have a strong commitment to an environment
that stresses integrity in the conduct of the Town's operations, nor does it suggest that the Board of Selectmen have little
disregard for the internal control procedures.

We strongly recommend that the Board of Selectmen develop and formally adopt the above noted policies in order to clearly
communicate the Town's position on the various issues,

Capital Asset Policy*

At present, no formal capital asset policy exists. We suggest a policy be implemented to more effectively control and account
for the Town's capital assets. We suggest the present capital asset process be reviewed and documented to more effectively
control the Town's practice in this area. To accomplish this goal, we suggest the following:

. Establish a minimum dollar amount for capitalization,
o Prepare written guidelines for proper account classification of all capital asset additions.
o Prepare written guidelines to ensure the reporting and approval of capital asset dispositions.

Implementation of the above recommended policy will create more accurate and consistent accounting treatment for the
purchase and disposal ofcapital assets.

Fund Balance Policy*

In June 1999, the Governmental Accounting Standards Board issued Statement No, 34, Basic Financial Statements - And
Management's Discussion and Analysis - For State and local Governments which required that all govemmental entities
develop and adopt a fund balance policy. In March 2009, Statement No. 54, Fund Balqnce Reporting and Governmental Fund
Type Definitions, was issued and required the amendment of existing fund balance policies to incorporate the language of this
new statement. As of December 3 1,2019, the Town had not yet established a fund balance policy. We recommend that the
Board of Selectmen develop and formally approve such a policy that includes the necessary language from Statement No. 54.

Investment Policy*

RSA 4l:9 -YII Financial Duties, states that the Board of Selectmen shall annually review and adopt an investment policy for
the investment of public funds in conformance with applicable statutes and shall advise the treasurer of such policies. This
policy should also include the necessary language from Governmental Accounting Standards Board Statement No. 40, Deposit
and Investment Risk Disclosures . As of December 3 I , 2019, the Town had not yet established an investment policy for the
Town. We recommend that the Board of Selectmen develop and annually approve such a policy.

*It was noted that as of the date of the audit several of the above noted policies have been reviewed by the Board of Selectmen
in draft form. Although they have not been formally adopted.

Library

During our review of the internal controls at the Library we noted the following conditions:

o Lack of timeliness of cash receipts being deposited to the bank.

. Library cash receipts must be kept in a secure location at the Library until they can be deposited,

To strengthen the internal controls over receipt transactions we recommend the following:

o Cash receipts should be deposited to the bank within one week of receipt.

o All cash receipts, until deposited, should be kept in a safe and secure location in the Library until deposit.
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Ambulance Write Offs

During 2019, approximately $55,000 of ambulance receivables were written off without any evidence of review of approval
from the Board of Selectmen. In order to ensure the accuracy and completeness of reported amounts the Board of Selectmen
should be reviewing and formally approving all accounts that are written off. We recommend that the Town develop policies
and procedures over the ambulance revenues, which include formal approval of write offs going forward.

Purchasing Procedures

Our review of invoices processed revealed that a majority of the invoices paid were lacking indication of the appropriate
account number they are to be charged to. The Town's internal controls over purchasing indicate that all invoices are to be

stamped and coded with the appropriate account number prior to payment. This lack of proper coding can lead to inaccurate
posting of payments and increase the risk of misstatement of amounts. We recommend that the Town ensure that this practice
is applied to all invoices.

Payroll Liability Accounts

We noted that not all of the Town's liability accounts for payroll related deductions and payments are accurately clearing in
each period. For example, the health insurance payable account is steadily increasing when it should net to zero each month.
There is a lack of reconciliation of these accounts, which can cause them to be misstated and lead to inaccurate financial
reports. We recommend that these accounts be reconciled monthly and appropriate adjustments be made when differences are

noted.

Stale Dated Checks

Review of the Town's outstanding check listing forthe general fund revealed several stale dated checks, some of which date
back to 2017. Outstanding items on cash reconciliations should be reviewed on a regular basis and items that are over one year
old should be investigated and removed if necessary. We recommend that the Town establish procedures for the formal review
of bank reconciliations. Further this review should include follow up on older items and eventual removal of stale date items.

Other Matters

Implementation of New GASB Pronouncements

The Governmental Accounting Standards Board (GASB) has issued several pronouncements that have effective dates that may
impact future financial presentations, Management has not cunently determined what, if any, impact implementation of the
following statements may have on the financial statements.

GASB Statement No. 87, Leases, issued in June2017, wilt be effective for the Town with its fiscal year
ending December 31, 2020. This Statement will improve accounting and financial reporting for leases by
govemments by requiring recognition of certain lease assets and liabilities for leases that previously were
classified as operating leases.

GASB Statement No, 89, Accounting fot Interest Cost Incurred Before the End of a Construction Pefiod,
issued June 2018, will be effective for the Town with its fiscal year ending December 31,2020. This
Statement will enhance the relevance and comparability of information about capital assets and the cost of
boruowing for a reporting period and to simplify accounting for interest cost incurred before the end of a
construction period.

GASB Statement No. 91, Conduit Debt Obligations, issued June 2019, will be effective for the Town with its
fiscal year ending December 31,2021. This Statement provides for a single method of reporting conduit debt
obligations and clarifies the existing definition of a conduit debt obligation and improves note disclosures.

GASB Statement No. 92, Omnibus 2020, issued in January 2020, will be effective for the Town with its
fiscal year ended December 37, 2021. The objectives of this Statement are to enhance comparability in
accounting and financial reporting and to improve the consistency of authoritative literature by addressing
practice issues that have been identified during implementation and application of certain GASB Statements.
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We applied certain limited procedures to the following, which are required supplementary information (RSI) that supplements
the basic financial statements:

o Schedule of the Town's Proporlionate Share of Net Pension Liability,
o Schedule of Town Contributions - Pensions
e Schedule of the Town's Proportionate Share of the Net Other Postemployment Benefits Liability,
r Schedule of Town Contributions - Other Postemployment Benefits
o Schedule of Changes in the Town's Total Other Postemployment Benefits Liability and Related Ratios, and
r Notes to the Required Supplementary Information

Our procedures consisted of inquiries of management regarding the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We did not audit the RSI and do not express an opinion or
provide any assurance on the RSI.

We were engaged to report on the combining and individual fund schedules, which accompany the financial statements but are

not RSI. With respect to this supplementary information, we made certain inquiries of management and evaluated the form,
content, and methods of preparing the information to determine that the information complies with accounting principles
generally accepted in the United States of America, the method of preparing it has not changed from the prior period, and the
information is appropriate and complete in relation to our audit of the financial statements. We compared and reconciled the
supplementary information to the underlying accounting records used to prepare the financial statements or to the financial
statements themselves.

Restriction on Use

This information is intended solely for the information and use of the members of the Board of Selectmen and management of
the Town ofFranconia and is not intended to be, and should not be, used by anyone other than these specified parties.

Respectfully,

R-ddArtJa"Auo'-,
PLODZIK & SANDERSON
Professional Association

Attqchments:
Copy of General Fund AJE's
Copy of llater Fund Adjustments
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32,784.00

8,891.00

1,040.00

4,314.00

1,097.00

3.744.00

3,108.00

14,035.00
't3.243.00

12,644.00

476.00

3,811.00

6,200.00

12,095.00

34,122.00

1,869.00

2,937.00

1,040.00

4,358.00

11,413.00

505.00

337.00

1,338.00

291,057.00 291,657.00

01-9412-800 TransferStallon:ljnlformE

Total

Adjusting Joumal EntrieB JE # 47
To reclaslfy llbrary relhbuEement for payroll taxes and remove old lnterfund between water fund and gene.al fund

01-350S-01 Oher lncome

01-4550-004 LIBMRY EXP. To BE RElMB.rTaxeE & Bensfils:Payroll Taxe8

01-2100-04 Duo to/from Water Fund

01-4155-220 PayrollTax:PafollTaxe6

Tolal

200.00

393.00

200.00

393.00

593.00 593.00

822.00

822.00

822.00 822,00

8,240.00

8 240 00

8,2{0,00 8,240,00

81,486.00

854,00

69,222.00

171,562.00

Total

01-1070-00

01-3509-01

01 -4912"02

01-'t200-00

Oth€r lncone

Transter Slation Appropriatjon

GF Due from lranster Ftaiion

300.8200{100

171,562.00 171,562.00
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To romove pdoryear payroll liabilitybalanc6whlch are not cleadno out ln cunenl ysar

01-2600"04 PayrollFloA

01.2600-09 RotiromontLiablllty

01-2600-11 Payroll-FUTA

01-2600.09 PayrollLlabililies

0l-3509-01 otherlncome

01-4155-220 PayrollTaxiPayrollTaxe6

Toirl

300.7500

300.7000

314.00

1,00

456,00

532.00

Adjuiting Joum.l Entrios JE il 55
To adju8l fordlrect deposlt amounts left on balance shoet 6nd nol recorded ln expendlture llnes for 11212020payroll

01-3509-01 Olherlnoome

01-413G100 Wag6B

01-4'130-i00 WaOeB

0'14130-'100 Wagos

0l-4140-100 Wages:ToMclerk
01-4 194-100 Wag66iR6gular Tlmo

0'l-1210-100 Wags6iRogularTlh6

01-4210-100 W.ges: Regular Tlme

01-4210-100 Wag65: Rogular Tlmo

01-4210-.l00 Wag6s: Regular Tlm6

01-4210-,l00 Waged: Regular Tlme

01-4210-100 WageE: Regular Tlme

0'14312-100 RogularTlmoWageE

01-4312-'100 Rogular Tlmo Wago8

0'l-4312-100 Regular Tlme Waoe8

0,l4312-100 Reoular Tlme Wage8

014312-100 RogularTlmoWage6

014520-100 RecroatloniRegulsrTlme

01-2600-00 OlreotOepo6ltLlabllliies

Total

989.00

31{_00

t,3o3.oo 1,303.00

2.00

952.00

111.00

561.00

548,00

599.00

29.00

973.00
't64.00

127.00

1,244.00

788.00

567.00

649.00

456.00

739.00

842.00

,{18.00

9,799.00

9,799.00 9.799.00

6,035,543.00 5,035,643.00

____________!J!!& ____________il!!J@

Total AdJustlng Joumal Entrlos

Total All Joumol Enlrier
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Client:

Engagement:

Period Ending:

Tdal Balance:

Workpaper:

Fund Level:

lndex:

Account

4t29t2020
9:38 AM

2061 - Town ot Franconla
2019 - Town ot Franconla
1431/2019

001,0000 - Government Fund Trlal Balance
910,0032 - Copy of Watet Fund Adjustments
Fund
02

Description

Adjusting Journal Entries

AdJusting Journal Entrlos JE # 15

To adjust the water receivable to actual

02-1150-00 AccountsReceivable

02-3003-01 Wat€r Rents

Total

Adjusting Journal Entries JE # 27

To adjust allowance for uncollectible water taxes to aotual.

02-1 150.0'1 Allowance for Uncollectable Receivables

02.3003-01 Wat€r Rents

Total

To adjust accrued int€resl payable to actual.

02-2300-00 AccruedlnterestPayablo

02-4332.17 RD Loan Payments

Total

Adjusting Journal Entries JE f 29
To record curr€nt ysar d€preciatlon.

02-4332-99 Depreciation Expense

02-1300-01 Accumulated Depreciation - Machinery & Equipment

02-1400-01 AccumulatedDepreciation-lnfrastructure

Total

Adjustlng Journal Entrles JE # 30

To rscord debt paym€nt and adjust current portion to actual.

02-2500-01 Long Term Bonds Payable - Noncurrenl

02-2500-01 Long Tsrm Bonds Payable - Noncurrent

02-2500-00 Long Term Bonds Payable - Curr€nt

02"4332-17 RD Loan Paym€nts

Total

To r€cord lransfer in from General Fund for thoir share ot loan payment.

02-4332-17 RD Loan Payments

02-3905-00 Transfer from General Fund

Total

Adjustlng Journal Entries JE # 32

To adjust beginning nst posilion to actual.

02-2500-02 Relained Earnings

02-3000-01 lnterest lncoms

Total

Adjusting Journal Entries JE # 47
To reclassify library relmbursement for payroll tax€s and remove old interfund betwesn water fund and general fund

02-2100-00 Due to/from Other Funds

02-4332-12 Misc Exp

Total

Adjusting Journal Entries JE f 51

To adjust net inv€stment in capital assets to actual.

O2-253O-OO N€t lnvestment in Capital Assets

02-2500-02 Retained Eamlngs

Total

WP Ref

300.1310

701.1 310

800.2010

701.10'10

800.2010

701.0020

300,8100

Deblt

2,952.00

2,952.00

1,488.00

Credit

2,952.00

2,952.00

1,488.00

1,488.00'1,488.00

45.00

45.00

45.00 45.00

1S1,429.00

70,4s8,00

2,1 53.00

38,1 00.00

1,001.00

3,638.00

177,791.O0

3,'153.00

69,458.00

't81,429.00151,429.00

72,6'11.OO

1,001.001,oo1.oo

72,61'l.OO

38,1oo.oo

38,100.00

38,1 00.00

'l,001.00

200.00

200.00

200.00 200.00

1 10,971.00
'1'10,971.00

_l_1!,9I1!9_ __ll!,91199_

4os,?rruo 4oc?rruo

-19!,29Lq9- --{gqJ9Z49-

701.4000
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