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TOWN OF DURHAM

Board of Finance

P.O. Box 428

Durham, Connecticut 06422-0428

BOARD OF FINANCE

DECEMBER 15, 2004

MINUTES

The Board of Finance met at the Durham Public Library on Wednesday, December 15, 2004.  Chairman Fran Korn called the meeting to order at 7:30 PM.

Members Present:
Fran Korn, Loraine Coe, Paul Keurajian, Jay Berardino, Elmer Clark, Fred Raley

Others Present:  
Al Rusilowicz, Rett Mancinelli, Martin French, Mary Jane Parsons 
1. Minutes

MOTION BY LORAINE COE, SECONDED BY JAY BERARDINO TO APPROVE THE MINUTES OF DECEMBER 1, 2004 AS PRESENTED.  AYES: LORAINE COE, FRAN KORN, JAY BERARDINO, PAUL KEURAJIAN. ABSTAIN: ELMER CLARK, FRED RALEY. MOTION PASSED.

MOTION BY LORAINE COE, SECONDED BY FRED RALEY TO APPROVE THE MINUTES OF DECEMBER 8, 2004 AS PRESENTED.  AYES: LORAINE COE, FRED RALEY, JAY BERARDINO, FRAN KORN. ABSTAIN: ELMER CLARK, PAUL KEURAJIAN. MOTION PASSED.

2. Correspondence

There was no correspondence for the Board’s review.

3. Invoice

MOTION BY LORAINE COE, SECONDED BY ELMER CLARK TO APPROVE INVOICE DATED DECEMBER 15, 2004 FROM ALICE TUCKER IN THE AMOUNT OF $676.00 FOR SECRETARIAL SERVICES PROVIDED TO THE BOARD OF FINANCE FROM OCTOBER 1, 2004 THROUGH DECEMBER 31, 2004.  MOTION PASSED UNANIMOUSLY.

4. Review of Draft Audit for FY 2003-2004

Al Rusilowicz, Town Auditor, provided a detailed review of the draft audit for FY2003-2004.  Al reported that this year’s audit was the smoothest one to date. He explained that the Management Report portion of the audit will address two issues he noted during the audit: 1) the need for timely bank deposits by the Building, Health & Engineering Department, and 2) a recommendation for reassignment of financial responsibilities for the Water Company.

Timely Bank Deposits. Al reviewed a situation that occurred in the Building, Health and Engineering Department during the last fiscal year. Over a period of about six months an employee placed a number of checks made payable to the Town in a desk drawer and did not deposit the checks in the bank.  Al said that although the employee claims the reason for doing this was because of computer problems, there was, in his opinion, no relationship between the computer being out of service and the failure to record checks and follow standard procedures that require checks to be deposited in the bank in a timely manner. He said the individual could have recorded the checks manually and then deposited them. Rett Mancinelli confirmed that the employee did have a computer problem, and he agreed with Al’s conclusion that the technical problem with the computer was unrelated to the employee’s failure to follow standard procedures for making prompt and regular bank deposits. Rett explained that some of the checks have been written off.  Some were more than 120 days old by the time the checks were deposited, and some were returned for insufficient funds. Some returned checks have not been replaced, and it is not known if replacements for all of the returned checks were requested. Paul Keurajian asked for the exact amount of money that was involved, and Rett offered to find out.

Al stated that the situation should never have happened, and in his professional opinion the employee was remiss in not following standard procedures that require employees to deposit Town funds in a timely manner. As a result, the issue will be included in the Management Report portion of the audit.  Al reported that a meeting was held with the employee along with the Town Treasurer, the First Selectwoman, and himself to discuss the issue.  Al noted that the Town’s policy and procedures for timely bank deposits should be very strong.

A discussion followed about short term bonds. Al noted that the procedure for accounting for short term bonds was problematic. Rett commented that good procedures have been developed and are in place, but even the best policies and procedures are ineffective if they are not followed. Loraine Coe asked why procedures are not always followed. Al replied that he doesn’t know, however in his opinion the First Selectwoman is responsible for ensuring that policies are implemented. Rett added that she is also responsible for following through on policies after they are implemented. Fred Raley repeated a request he made at a previous B/F meeting for an organization chart of Town Hall staff to see who reports to whom. Martin French suggested that the chart also include the responsibilities of each employee. 

Water Company Accounting.  Al outlined the difficulty in auditing the Water Company because the Town inherited very few historical records. Currently, the Town Treasurer and the Finance Department share responsibilities for handling billing and bookkeeping for the Water Company. The Management Report of the audit will include two recommendations regarding accounting responsibilities for the Water Company. First, a recommendation will be made to transfer all accounting responsibilities to the Finance Department to maintain internal controls.  Second, a recommendation will be made to require at least two signatures on all checks issued by the Water Company. Al stressed that these recommendations are not due to errors found during the audit because no errors were found. He said he is making the recommendations to establish the same internal controls for the Water Company that are in place for other Town departments. Loraine Coe asked if there is a dollar threshold that requires more than one signature on a Town check. Al replied that with the exception of the Water Company all checks issued by the Town have always required more than one signature regardless of the amount of the check.

After discussing the management report, Al reviewed the draft audit in detail.  Al reported that the amount in the general fund is currently $135,938. He explained that the current balance reflects approximately $600,000 used from the general fund for the 2004-2005 budget.  He recommended that the Town use no money from the general fund at this time. He went on to explain that the Town has been waiting for about three years for a grant in the amount of $494,000 for the Wimler Property development rights. Although the grant has been promised to the Town and would have improved the general fund balance, we have not yet received it. Jay Berardino asked why we have not received it yet.  Fran Korn explained that there were a number of issues that had to be resolved; however the Town has since complied with all requests from the State to ensure that we met all of our obligations to qualify for the grant.  Al noted that Maryann Boord is still fighting for the grant money.  Al recommended that even if the Town receives the grant money, the Town should not use any money from the general fund. 

The issue of the Parmelee Hill Barn was discussed. Al explained that the Town may not receive all of the insurance money we anticipated. Although we received $27,000 to date, we are fighting for approximately $200,000 from the insurance company, and it is possible we may not receive the full amount. Al reported there was a shortfall of $929,069 in the general fund for 2003-2004, with total revenue of $20,357,177 and total expenditures of $21,286,246.

Al discussed the difficulty of auditing the Water Company operations due to lack of historical information provided to the Town following the purchase. In addition, assets of the Water Company do not include any land other than easements. Al will check with the Assessor’s office to determine what the previous assessed value of the Water Company was before the Town purchased it. Discussion followed about the loan that was made to the Water Company from the Town. In response to a question from the Board, Al reported that no payments have yet been made to the Town to repay the loan. He added that the Water Company does not have the ability to make a payment on the loan at this time because it currently has a negative cash flow.  He added that the $750,000 small cities grant that we hope to receive cannot be used to repay the loan; it can only be used to refurbish the older sections of the Water Company infrastructure.

Discussion of receivables followed. Al reported that unpaid taxes as of June 30, 2004 amounted to $518,467. In addition, accrued interest in the amount of $206,767 associated with the unpaid taxes was lost. Fran Korn asked Martin French for the current amount due for back taxes, and Martin reported that the total due as of December 1st is approximately $760,000.  Martin added that 29% of that amount is more than five years old. Fran asked what the law says about the recovery of back taxes, and Martin replied that the law says that after 15 years from the original due date, the taxes are no longer due. Fran asked what factors contribute to the high amount of back taxes, and Martin explained that although he has been in office for less than a year, his understanding is that there has historically been some hesitancy on the part of the Town to go after unpaid real estate taxes when it results in foreclosing on property when owners reside on the property. Loraine Coe asked how many property owners have payment arrangements in place with the Tax Collector’s office, and Martin replied there were a few.

Elmer Clark objected to continuing any discussion about unpaid back taxes. He said it was not appropriate for the Board to have a discussion about unpaid taxes at this meeting because it was not related to the review of the audit that was currently underway. Fran Korn stated that a discussion about improving the collection of receivables is pertinent to the business of the Board of Finance, and since the Town Auditor was available at tonight’s meeting he wanted to address the issue of unpaid taxes at this time. Fran added that the level of back taxes has a direct impact on the mil rate and that is the business of the Board of Finance.  

Al Rusilowicz noted that in most towns about 5% of the taxpayers are responsible for 80% of unpaid tax revenue.  He said many towns find it hard to make time to chase after the smaller amounts due, such as motor vehicle taxes, however the small amounts add up quickly.  In response to a question from the Board about how the Town of Killingworth handles the collection of back taxes, Al reported that Killingworth uses a firm out of Essex to collect unpaid real estate taxes at no cost to the town.  Fran asked Martin why the Board of Selectmen denied his request at last week’s meeting to enter into a contractual relationship with a firm to help with the collection of unpaid motor vehicle taxes. Martin explained that about 1,000 unpaid tax bills account for 30% of tax revenue owed to the Town, while about 300 bills account for about 70% of unpaid tax revenue. In response to Fran’s question, Martin explained that the B/S, in a 2-1 vote, denied his request for three reasons: 1) They felt he has not been in office long enough to request a change in the way taxes are collected; 2) They questioned how the collection agency he recommended could be profitable; and 3) They felt that our Town counsel should handle tax collection issues that require legal involvement. Fran asked what the fee would be if we engaged a collection agency.  Martin explained that the fee is 15% of the amount due, however under CT statute we can bill that 15% to the taxpayer. Al Rusilowicz remarked that John Watts in Essex handles real estate bad debts for Killingworth and does a very good job.  Taxpayers who owe the back taxes pay 100% of the collection fee so there is no cost to the Town.

Fran asked Al what, in his opinion, a reasonable amount of bad debt would be for a town our size.  Al replied that Killingworth, with a tax base of about $3,000,000 less than Durham, has bad debt in the range of $80,000 to $100,000 and their outstanding balance continues to drop.  Elmer noted that Durham’s level of back taxes was reduced when Mrs. Finley was in office, and Al replied that while that was true, they are still high.

Fran commented that the issue of unpaid tax revenue in the range of $500,000 to $700,000 is an important issue of concern for the Town.  Martin agreed, stating that the current amount that is reflected in the audit is unacceptable. Discussion followed about the wording of a motion to address this issue.  Fran suggested that a joint meeting be held with the Board of Finance and the Board of Selectmen along with the Tax Collector and the Town Auditor.  Al noted that in his opinion it appears that Durham’s Town Charter authorizes the Tax Collector to collect taxes using any appropriate means available to him or her; it does not appear that the Tax Collector needs permission from the B/S to engage a collection agency to help collect unpaid taxes.  Fran asked Martin why he had gone to the B/S with his proposal, and Martin explained that he needed legal services for the purpose of having a collection agency contract reviewed, however his budget has no money for legal services. Paul Keurajian noted that the line item for legal services was recently removed from several departments’ budgets, including the Tax Collector’s office, and all money for legal services with one or two exceptions is now in the B/S budget. He said many departments now have no access to legal services without going through the B/S.  

MOTION BY FRED RALEY, SECONDED BY JAY BERARDINO THAT THE BOARD OF FINANCE RECOMMENDS THAT THE TAX COLLECTOR HOLD A JOINT MEETING WITH THE BOARD OF SELECTMEN AND THE BOARD OF FINANCE TO DISCUSS UTILIZING A COLLECTION SERVICES FIRM TO COLLECT UNPAID TAXES.  MOTION PASSED UNANIMOUSLY.

Fran asked Al Rusilowicz if he would be willing to attend the joint meeting, and Al said he would. Jay Berardino suggested that John Watts also be invited to attend the meeting. 

Discussion followed regarding a bank balance of $665,156 that is not FDIC-insured.  Al explained that all of the Town’s money should be FDIC-insured, and he agreed to contact the municipal account manager at the bank to discuss this issue.  In response to a question, Al explained that the Town’s STIF account is a pooled investment fund that carries no risk. Mary Jane Parsons provided a copy of the audit for Regional School District #13 to Al Rusilowicz.  Al noted that some of the data in that audit is required for the Town audit.

Al reported that the Town received a letter today regarding a $12,000 penalty for not filing additional paperwork that had been requested following last year’s audit.  Al stressed that all paperwork has been provided to the State, and he does not understand why the State believes it was not.  Al will contact the State to find out what the issue is.

Jay commented that when the B/F meets with the B/S to discuss the issue of engaging a collection agency for unpaid back taxes, he hopes Rett and Al will both attend. Jay suggested that an easel or whiteboard be available at the meeting to be used to diagram the reporting structure of Town Hall personnel.  He remarked that we can have very good people who are all doing their jobs, but if their work is isolated, a lack of communication can cause problems.  Rett agreed and commented that, in general, the staff in Town Hall work at their individual jobs with no centralized oversight or coordination of functions. Fran suggested developing a document with recommendations of ways to improve the coordination of functions in Town Hall to increase efficiencies. Rett agreed that the effort would be a positive step in helping to focus on adopting a best practices approach to maximize efficiencies and productivity.

Al concluded his review of the draft audit by stating that he would provide the audit to the State Office of Policy and Management by December 31st.  Copies of the audit will be delivered to Town Hall, including a printer’s copy for the Annual Town Report.  Loraine Coe asked Al if he knew if the Board of Finance is required to mail out the Annual Town Report to all taxpayers, or if the B/F is only required to make copies of the Annual Report available to taxpayers. Al replied that he is not aware of what our Town Charter says about mailing the Annual Report; however Killingworth does not mail their report. Killingworth makes copies of their Town Report available to taxpayers at various public places in town.

MOTION BY JAY BERARDINO, SECONDED BY PAUL KEURAJIAN THAT THE BOARD OF FINANCE REQUESTS THAT THE BOARD OF SELECTMEN ALLOW THE BOARD OF FINANCE TO ASK TOWN COUNSEL ABOUT THE NECESSITY FOR TOWN-WIDE DISTRIBUTION OF THE ANNUAL TOWN REPORT IN AN EFFORT TO REDUCE PRINTING AND POSTAGE EXPENSES OF APPROXIMATELY $10,000 ANNUALLY.  MOTION PASSED UANIMOUSLY.

5. Revised Budget Review Schedule for 2005-2006

MOTION BY JAY BERARDINO, SECONDED BY PAUL KEURAJIAN TO APPROVE THE REVISED BUDGET REVIEW SCHEDULE FOR 2005-2006 WHICH IS ATTACHED TO THESE MINUTES.  MOTION PASSED UNANIMOUSLY.  

6. Other Business

Financial Reports.  At the request of the Board, Rett Mancinelli agreed to provide a budget summary report to them on a monthly basis, and a detailed budget report on a quarterly basis.

Board of Finance Budget Packet.  At the request of the Board, Rett agreed to check on the status of the budget packet for the Board of Finance which has not yet been received.

Emergency Services Committee.  Fran explained that since Mary Jane Parsons left the B/F to serve on the Board of Education, the Town’s Emergency Services Committee no longer has a representative from the Board of Finance. Mary Jane explained that the committee meets on Monday evenings. Loraine Coe commented that although she would like to serve on the committee, the meetings would conflict with her work schedule.  Jay Berardino agreed to serve on the committee as a representative from the Board of Finance.

7. Adjournment

Meeting adjourned at 9:15 PM.

Respectfully submitted,

Alice Tucker

Alice Tucker

Secretary to the Board of Finance

BUDGET REVIEW SCHEDULE FOR 2005-2006 DURHAM TOWN BUDGET

All Meetings Held at the Durham Public Library

REVISED 12-15-04  

(Revisions are shown in bold)

	
	
	
	BUDGET

	** Wednesday February 9th 
	7:00 PM
	Board of Assessment Appeals
	1015

	
	7:15
	Tax Collector
	1020

	
	7:30
	Durham Cemetery Company
	6005

	
	7:45
	Elections
	2500

	
	8:00
	Library
	5005

	
	8:15
	Town Clerk
	1030

	*  Wednesday February 16th 
	7:15 PM
	Fire Marshall
	4035

	
	7:30
	Emergency Management
	4000

	
	7:45
	DMIAAB
	7500

	
	8:00
	Public Safety
	4065

	** Saturday February 19th 
	9:00 AM
	Senior Citizens Board
	4599

	
	9:15
	Ambulance Corps
	4030

	
	9:30
	Economic Development
	2015

	
	10:15
	Assessor
	1500

	** Wednesday February 23rd 
	7:00 PM
	Finance Department
	1525

	
	7:15
	Information Technology
	1565

	
	7:30
	Tree Maintenance
	2540

	
	7:45
	Board of Selectmen & Personnel Policy
	Various

	
	8:00
	Board of Selectmen Highways & Projects
	Various

	
	8:15
	Historic District Commission
	2035

	*  Wednesday March 2nd 
	7:30 PM
	Fire Company
	4020

	
	8:00
	Human Services
	Various

	** Saturday March 5th 
	9:00 AM
	Building, Health & Engineering
	1520

	
	9:15
	Fire Company Trustees
	4025

	
	9:30
	Treasurer/Dog Fund
	1040

	
	9:45
	Planning & Zoning
	2010

	
	10:00
	Recreation
	5505

	
	10:15
	Conservation Commission
	2020


Budget Workshops:
** Wednesday, March 9th 

7:00 PM






*  Wednesday, March 16th 

7:00 PM






** Saturday, March 19th 

9:00 AM






** Wednesday, March 23rd 

7:00 PM

*  Regular Meeting



** Special Meeting

ANNUAL BUDGET HEARING:   April 4, 2005
Durham Public Library

ANNUAL BUDGET MEETING:   May 9, 2005
CRHS Auditorium

Each Board/Commission is urged to stay within the allotted time for budget presentations







