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c e r t i f i e d p u b l i c a c c o u n t a n t 
r e l a t i o n s h i p s , s e r v i c e , i n t e g r i t y 

Communication with Those Charged with Governance at the Conclusion of the Audit 

N o v e m b e r 2 9 , 2 0 1 8 

T o t h e B o a r d o f S u p e r v i s o r s & T o w n s h i p M a n a g e r 
N e w H a n o v e r T o w n s h i p 
2 9 4 3 N o r t h C h a r l o t t e S t r e e t 
G i l b e r t s v i l l e , P A 1 9 5 2 5 

W e h a v e a u d i t e d t h e f i n a n c i a l s t a t e m e n t s o f t h e g o v e r n m e n t a l a c t i v i t i e s , t h e b u s i n e s s - t y p e a c t i v i t i e s , 
e a c h m a j o r f u n d , a n d t h e a g g r e g a t e r e m a i n i n g f u n d i n f o r m a t i o n o f N e w H a n o v e r T o w n s h i p f o r t h e y e a r 
e n d e d D e c e m b e r 3 1 , 2 0 1 7 . P r o f e s s i o n a l s t a n d a r d s r e q u i r e t h a t w e p r o v i d e y o u w i t h i n f o r m a t i o n a b o u t 
o u r r e s p o n s i b i l i t i e s u n d e r g e n e r a l l y a c c e p t e d a u d i t i n g s t a n d a r d s a s w e l l a s c e r t a i n i n f o r m a t i o n r e l a t e d t o 
t h e p l a n n e d s c o p e a n d t i m i n g o f o u r a u d i t . W e h a v e c o m m u n i c a t e d s u c h i n f o r m a t i o n i n o u r 
e n g a g e m e n t l e t t e r t o y o u d a t e d S e p t e m b e r 2 7 , 2 0 1 7 . P r o f e s s i o n a l s t a n d a r d s a l s o r e q u i r e t h a t w e 
c o m m u n i c a t e t o y o u t h e f o l l o w i n g i n f o r m a t i o n r e l a t e d t o o u r a u d i t . 

S i g n i f i c a n t A u d i t M a t t e r s 

Qualitative Aspects of Accounting Practices , 

M a n a g e m e n t is r e s p o n s i b l e f o r t h e s e l e c t i o n a n d u s e o f a p p r o p r i a t e a c c o u n t i n g p o l i c i e s . T h e s i g n i f i c a n t 
a c c o u n t i n g p o l i c i e s u s e d b y N e w H a n o v e r T o w n s h i p a r e d e s c r i b e d i n N o t e # 1 t o t h e f i n a n c i a l s t a t e m e n t s . 
N o n e w a c c o u n t i n g p o l i c i e s w e r e a d o p t e d , a n d t h e a p p l i c a t i o n o f e x i s t i n g p o l i c i e s w a s n o t c h a n g e d 
d u r i n g 2 0 1 7 . W e n o t e d n o t r a n s a c t i o n s e n t e r e d i n t o b y N e w H a n o v e r T o w n s h i p d u r i n g t h e y e a r f o r 
w h i c h t h e r e is a l a c k o f a u t h o r i t a t i v e g u i d a n c e o r c o n s e n s u s . A l l s i g n i f i c a n t t r a n s a c t i o n s h a v e b e e n 
r e c o g n i z e d i n t h e f i n a n c i a l s t a t e m e n t s i n t h e p r o p e r p e r i o d . 

A c c o u n t i n g e s t i m a t e s a r e a n i n t e g r a l p a r t o f t h e f i n a n c i a l s t a t e m e n t s p r e p a r e d b y m a n a g e m e n t a n d a r e 
b a s e d o n m a n a g e m e n t ' s k n o w l e d g e a n d e x p e r i e n c e a b o u t p a s t a n d c u r r e n t e v e n t s a n d a s s u m p t i o n s 
a b o u t f u t u r e e v e n t s . C e r t a i n a c c o u n t i n g e s t i m a t e s a r e p a r t i c u l a r l y s e n s i t i v e b e c a u s e o f t h e i r s i g n i f i c a n c e 
t o t h e f i n a n c i a l s t a t e m e n t s a n d b e c a u s e o f t h e p o s s i b i l i t y t h a t f u t u r e e v e n t s a f f e c t i n g t h e m m a y d i f f e r 
s i g n i f i c a n t l y f r o m t h o s e e x p e c t e d . T h e m o s t s e n s i t i v e e s t i m a t e s a f f e c t i n g t h e S e w e r F u n d ' s f i n a n c i a l 
s t a t e m e n t w e r e : 

M a n a g e m e n t ' s e s t i m a t e o f t h e c o l l e c t a b i l i t y o f r e c e i v a b l e s i s b a s e d o n s u b s e q u e n t r e c e i p t s a n d 
t h e T o w n s h i p ' s p o l i c y t h a t o u t s t a n d i n g b a l a n c e s a r e l i e n e d a f t e r m a n a g e m e n t h a s e x h a u s t e d 
r e a s o n a b l e c o l l e c t i o n e f f o r t s . 

M a n a g e m e n t ' s e s t i m a t e o f t h e e s t i m a t e d l i v e s o f f i x e d a s s e t s u s e d t o c a l c u l a t e d e p r e c i a t i o n 
a p p e a r s f a i r a n d r e a s o n a b l e . 
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C e r t a i n f i n a n c i a l s t a t e m e n t d i s c l o s u r e s a r e p a r t i c u l a r l y s e n s i t i v e b e c a u s e o f t h e i r s i g n i f i c a n c e t o f i n a n c i a l 
s t a t e m e n t u s e r s . T h e m o s t s e n s i t i v e d i s c l o s u r e s a f f e c t i n g t h e f i n a n c i a l s t a t e m e n t s w e r e : 

• T h e d i s c l o s u r e o f I n t e r f u n d R e c e i v a b l e s / P a y a b l e s i n N o t e # 4 t o t h e f i n a n c i a l s t a t e m e n t s 
d e s c r i b e s t h e p a y m e n t s t h a t a r e o w e d b e t w e e n f u n d s a t D e c e m b e r 3 1 , 2 0 1 7 . D u r i n g t h e y e a r , 
p a y m e n t s o f g o o d s o r s e r v i c e s m a d e f r o m o n e f u n d w e r e n o t r e i m b u r s e d f r o m t h e o t h e r f u n d s 
o n a t i m e l y b a s i s . 

I n t e r f u n d I n t e r f u n d 
R e c e i v a b l e P a y a b l e 

G e n e r a l F u n d $ 1 , 3 8 1 , 6 6 8 $ 3 6 , 0 8 8 
S t a t e H i g h w a y A i d F u n d 0 1 , 7 8 2 
F i r e P r o t e c t i o n T a x F u n d 0 1 9 4 , 7 9 7 
T r a n s p o r t a t i o n I m p a c t F u n d 3 4 5 , 5 1 2 0 
R e c r e a t i o n F u n d 0 8 5 , 4 9 9 
O p e n S p a c e F u n d 3 3 7 , 8 0 2 0 
C a p i t a l & R o a d M a c h i n e r y F u n d 0 7 6 , 2 7 5 
S e w e r F u n d 3 6 , 0 8 8 1 , 7 1 7 , 4 7 7 
A g e n c y E s c r o w F u n d 3 4 . 3 7 8 2 3 . 5 3 0 

T o t a l S 2 . 1 3 5 . 4 4 8 S 2 . 1 3 5 . 4 4 8 

• T h e d i s c l o s u r e o f C o n s t r u c t i o n - l n - P r o g r e s s i n N o t e # 5 e x p l a i n s t h a t $ 1 , 1 9 7 , 9 5 7 h a s b e e n s p e n t 
o n t h e I n t e r c e p t o r P r o j e c t b y t h e N e w H a n o v e r T o w n s h i p A u t h o r i t y ( S e w e r F u n d ) b u t w a s n o t 
c o m p l e t e d a t t h e e n d o f 2 0 1 7 . 

• N o t e # 6 d e s c r i b e s t h e n e w d e b t o f t h e A u t h o r i t y ( S e w e r F u n d ) , G u a r a n t e e d R e v e n u e N o t e , 
S e r i e s o f 2 0 1 7 , i s s u e d f o r $ 2 , 0 0 0 , 0 0 0 f o r t h e W e s t B r a n c h I n t e r c e p t o r P r o j e c t . I n t e r e s t is a t 
2 . 6 7 % m a t u r i n g i n v a r i o u s a m o u n t s t h r o u g h 2 0 2 9 . 

• T h e d i s c l o s u r e o f t h e D e f i n e d C o n t r i b u t i o n P l a n f o r t h e n o n - u n i f o r m e d e m p l o y e e s is d e s c r i b e d 
i n N o t e # 8 . T h i s i s f o r n o n - u n i f o r m e d e m p l o y e e s h i r e d after June 1, 2016. T h e T o w n s h i p 
c o n t r i b u t e s 5 % o f a n e m p l o y e e ' s r e g u l a r w a g e . N o r m a l r e t i r e m e n t f o l l o w s a n e m p l o y e e ' s 60^^ 
b i r t h d a y a n d e m p l o y e e s w i l l b e c o m e f u l l y v e s t e d f o l l o w i n g ( 5 ) y e a r s o f s e r v i c e . 

• N o t e # 9 d e s c r i b e s t h e T o w n s h i p ' s p o l i c y f o r c o m p e n s a t e d a b s e n c e s . T h e n o t e d e s c r i b e s t h a t s i c k 
l e a v e a b o v e t h e a l l o w a b l e ( 3 0 ) d a y s m a y b e u s e d f o r a l e n g t h y i l l n e s s p r o v i d i n g a d o c t o r ' s 
s t a t e m e n t o f s u c h i l l n e s s a c c o m p a n i e s t h e r e q u e s t a n d w i t h t h e a p p r o v a l o f t h e T o w n s h i p 
M a n a g e r . T h e a p p r o x i m a t e v a l u e o f a c c u m u l a t e d s i c k l e a v e f o r a l e n g t h y i l l n e s s a t 
D e c e m b e r 3 1 , 2 0 1 7 is $ 1 8 3 , 6 0 7 . 

• C o m m i t m e n t s t h a t t h e T o w n s h i p h a s o n c o n t r a c t s a t D e c e m b e r 3 1 , 2 0 1 7 a r e d e s c r i b e d i n N o t e 
# 9 . A s o f D e c e m b e r 3 1 , 2 0 1 7 , $ 1 2 1 , 6 7 3 i s r e m a i n i n g o n t h e $ 1 5 8 , 1 2 1 c o n t r a c t f o r Traffic Signal 
I n s t a l l a t i o n a n d $ 9 3 6 , 8 2 2 i s r e m a i n i n g o n t h e $ 2 , 0 6 4 , 4 1 7 c o n t r a c t f o r t h e W e s t B r a n c h 
I n t e r c e p t o r U p g r a d e . 

T h e f i n a n c i a l s t a t e m e n t d i s c l o s u r e s a r e n e u t r a l , c o n s i s t e n t , a n d c l e a r . 



Difficulties Encountered in Performing the Audit 

T h e c o m p l e t i o n o f o u r a u d i t w a s d e l a y e d b e c a u s e t h e i n f o r m a t i o n t h a t w e r e q u e s t e d f o r p r e - a u d i t 
f i e l d w o r k o n D e c e m b e r 1 4 , 2 0 1 7 a n d a u d i t f i e l d w o r k t h e w e e k o f A p r i l 5 , 2 0 1 7 w a s i n c o m p l e t e a n d 
i n a c c u r a t e . I n t e r n a l l y p r e p a r e d r e p o r t s d i d n o t b a l a n c e , a n d t h e a c c o u n t i n g i n f o r m a t i o n p r o v i d e d w a s 
n o t r e l i a b l e . 

A f t e r p e r f o r m i n g p r e l i m i n a r y a n a l y t i c a l p r o c e d u r e s a n d t a l k i n g w i t h s t a f f o n D e c e m b e r 1 4 , 2 0 1 7 a n d 
F e b r u a r y 2 , 2 0 1 8 a n d r e v i e w i n g t h e i n t e r n a l c o n t r o l s , t h e T o w n s h i p ' s r i s k a s s e s s m e n t w a s p e r f o r m e d . 
T h e T o w n s h i p ' s inherent risk ( t h e r i s k t h a t a n e r r o r o r o m i s s i o n i n a f i n a n c i a l s t a t e m e n t m o s t l i k e l y t o 
o c c u r w h e n t r a n s a c t i o n s a r e c o m p l e x ) a n d control risk ( t h e p r o b a b i l i t y t h a t m a t e r i a l m i s s t a t e m e n t s w i l l 
n o t b e d e t e c t e d o r p r e v e n t e d o n a t i m e l y b a s i s b y i n t e r n a l c o n t r o l ) w e r e d o c u m e n t e d . T h e r i s k o f 
m a t e r i a l m i s s t a t e m e n t w a s s u c h t h a t a d d i t i o n a l a u d i t p r o c e d u r e s n e e d e d t o b e p e r f o r m e d ( m o r e 
p e r s u a s i v e a u d i t e v i d e n c e f o r t h e h i g h e r r i s k a s s e s s m e n t ) . T h e s e a u d i t p r o c e d u r e s t o o k a d d i t i o n a l t i m e 
a n d i n q u i r y o f T o w n s h i p p e r s o n n e l a n d s u p p o r t i n g d o c u m e n t a t i o n . 

D u r i n g o u r a u d i t , t h e F i n a n c e p e r s o n , w h o w a s h i r e d i n J u n e 2 0 1 7 , w a s t e r m i n a t e d i n J a n u a r y 2 0 1 8 . T h e 
p r e v i o u s a c c o u n t i n g s t a f f l e f t i n J u n e o f 2 0 1 7 . T h e o n l y e m p l o y e e r e m a i n i n g i n t h e a c c o u n t i n g 
d e p a r t m e n t w a s h i r e d i n A u g u s t 2 0 1 7 , d i d n o t h a v e p r e v i o u s g o v e r n m e n t a c c o u n t i n g e x p e r i e n c e a n d 
w a s e x p o s e d t o l i m i t e d a c c o u n t i n g t r a n s a c t i o n s o f t h e T o w n s h i p d u e t o t h e F i n a n c e p e r s o n ' s c o n t r o l . 
T h i s a l s o c r e a t e d d i f f i c u l t i e s i n p e r f o r m i n g t h e a u d i t , d u e t o t h e l a c k o f c o n t i n u i t y o f t h e a c c o u n t i n g s t a f f 
d u r i n g t h e y e a r b e i n g a u d i t e d . 

Corrected and Uncorrected Misstatements 

P r o f e s s i o n a l s t a n d a r d s r e q u i r e u s t o a c c u m u l a t e a l l k n o w n a n d l i k e l y m i s s t a t e m e n t s i d e n t i f i e d d u r i n g 
t h e a u d i t , o t h e r t h a n t h o s e t h a t a r e c l e a r l y t r i v i a l , a n d c o m m u n i c a t e t h e m t o t h e a p p r o p r i a t e l e v e l o f 
m a n a g e m e n t . M a n a g e m e n t h a s c o r r e c t e d a l l s u c h m i s s t a t e m e n t s . T h e f o l l o w i n g m a t e r i a l m i s s t a t e m e n t s 
d e t e c t e d a s a r e s u l t o f a u d i t p r o c e d u r e s w e r e c o r r e c t e d b y m a n a g e m e n t : 

General Fund 
• BB& T Checking was increased by $17,390 for uncleared checks/payments appearing on the bank 

reconciliation. 
• BB&T Checking was decreased by $95,516 to remove uncleared deposits on the bank 

reconciliation (from as far back as 6/27/17). 
• Health Insurance withheld from employees' pay totaling $28,224 was removed from expenses 

and reduced the Section 125 liability by $28,224. 
• Earned Income Tax revenue was reduced by $39,036 and recorded as Due to Open Space Fund. 
• Sewer Revenue Note 1998 and Sewer Revenue Note 2002 expenses was zeroed out as this should 

have been adjusted on the Sewer Capital Fund for $13,297. 
• Proceeds of General Long-Term Debt for $76,300 was removed from revenue. $70,000 was 

recorded against the Due from Sewer Fund Loan and $6,300 was recorded as Interest Income. 

Open Space Fund 
• BB8iTSavings was increased by $51,816 to agree to the bank reconciliation. 
• Earned Income Tax revenue was increased by $39,036 and recorded as Due from General Fund. 
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Sewer Operating Fund 
• EDU Rental Billings and Sewer Cert Fees were reduced by $16,015 and recorded as Due to Sewer 

Capital Fund. 
• Capital purchases totalling $205,046 were removed from expenses and recorded as Due to Sewer 

Capital Fund. 

Sewer Capital Fund 
• BB&T Savings was reduced by $28,597 to remove uncleared deposits on the bank reconciliation 

from 6/21/17. 
• Revenue was reduced by $20,716 for payments received on sewer connection receivables. 
• 2006 Reserve Capacity revenue was increased by $16,015 for payments received for the Phase II 

Stage II Agreement and for the EDUE at 2375 Villa Drive and Due from Sewer Operating Fund 
increased. 

• Sewer Revenue Note 1998 expense decreased by $351,000 for the principal amount paid on the 
Note. The related liability account also decreased by $351,000. 

• Sewer Revenue Note 2002 expense decreased by $141,000 for the principal amount paid on the 
Note. The related liability account also decreased by $141,000. 

• Expenses decreased by $70,000 and the Note Payable to the General Fund decreased by $70,000. 

Escrow Fund 
• $63,491 of uncleared checks from as far back as 6/26/17 were removed from the BB&T bank 

reconciliation. 
• Miscellaneous Revenues decreased by $31,332, Engineering Services decreased by $13,199 and 

Legal decreased by $2,883 while the Developer Escrow Liabilities were adjusted. 
• Legal expenses decreased by $10,498 and Due from Developer was also adjusted. 
• Engineering Services decreased by $38,162 and Due from Developers was adjusted accordingly. 
• Highway Supplies and Highway Construction & Rebuilding was reduced by $14,053 and 

Developer Escrow Liabilities were adjusted. 

Disagreements with Management 

F o r p u r p o s e s o f t h i s l e t t e r , a d i s a g r e e m e n t w i t h m a n a g e m e n t i s a f i n a n c i a l a c c o u n t i n g , r e p o r t i n g , o r 
a u d i t i n g m a t t e r , w h e t h e r o r n o t r e s o l v e d t o o u r s a t i s f a c t i o n , t h a t c o u l d b e s i g n i f i c a n t t o t h e f i n a n c i a l 
s t a t e m e n t s o r t h e a u d i t o r ' s r e p o r t . W e a r e p l e a s e d t o r e p o r t t h a t n o s u c h d i s a g r e e m e n t s a r o s e d u r i n g 
t h e c o u r s e o f o u r a u d i t . 

Management Representations 

W e h a v e r e q u e s t e d c e r t a i n r e p r e s e n t a t i o n s f r o m m a n a g e m e n t t h a t a r e i n c l u d e d i n t h e m a n a g e m e n t 
r e p r e s e n t a t i o n l e t t e r d a t e d N o v e m b e r 2 9 , 2 0 1 8 . 

Management Consultations with Other Independent Accountants 

I n s o m e c a s e s , m a n a g e m e n t m a y d e c i d e t o c o n s u l t w i t h o t h e r a c c o u n t a n t s a b o u t a u d i t i n g a n d 
a c c o u n t i n g m a t t e r s , s i m i l a r t o o b t a i n i n g a " s e c o n d o p i n i o n " o n c e r t a i n s i t u a t i o n s . I f a c o n s u l t a t i o n 
i n v o l v e s a p p l i c a t i o n o f a n a c c o u n t i n g p r i n c i p l e t o N e w H a n o v e r T o w n s h i p ' s f i n a n c i a l s t a t e m e n t s o r a 
d e t e r m i n a t i o n o f t h e t y p e o f a u d i t o r ' s o p i n i o n t h a t m a y b e e x p r e s s e d o n t h o s e s t a t e m e n t s , o u r 
p r o f e s s i o n a l s t a n d a r d s r e q u i r e t h e c o n s u l t i n g a c c o u n t a n t t o c h e c k w i t h u s t o d e t e r m i n e t h a t t h e 
c o n s u l t a n t h a s a l l t h e r e l e v a n t f a c t s . T o o u r k n o w l e d g e , t h e r e w e r e n o s u c h c o n s u l t a t i o n s w i t h o t h e r 
a c c o u n t a n t s . 
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other Audit Findings or Issues 

W e g e n e r a l l y d i s c u s s a v a r i e t y o f m a t t e r s , i n c l u d i n g t h e a p p l i c a t i o n o f a c c o u n t i n g p r i n c i p l e s a n d a u d i t i n g 
s t a n d a r d s , w i t h m a n a g e m e n t e a c h y e a r p r i o r t o r e t e n t i o n a s N e w H a n o v e r T o w n s h i p ' s a u d i t o r s . 
H o w e v e r , t h e s e d i s c u s s i o n s o c c u r r e d i n t h e n o r m a l c o u r s e o f o u r p r o f e s s i o n a l r e l a t i o n s h i p a n d o u r 
r e s p o n s e s w e r e n o t a c o n d i t i o n t o o u r r e t e n t i o n . 

O t h e r M a t t e r s 

W e w e r e e n g a g e d t o r e p o r t o n t h e b u d g e t a r y c o m p a r i s o n s c h e d u l e f o r t h e g e n e r a l f u n d a n d p e n s i o n 
p l a n s s c h e d u l e o f f u n d i n g p r o g r e s s a n d e m p l o y e r c o n t r i b u t i o n s , w h i c h a c c o m p a n y t h e f i n a n c i a l 
s t a t e m e n t s b u t a r e n o t r e q u i r e d s u p p l e m e n t a r y i n f o r m a t i o n ( R S I ) . W i t h r e s p e c t t o t h i s s u p p l e m e n t a r y 
i n f o r m a t i o n , w e m a d e c e r t a i n i n q u i r i e s o f m a n a g e m e n t a n d e v a l u a t e d t h e f o r m , c o n t e n t , a n d m e t h o d s 
o f p r e p a r i n g t h e i n f o r m a t i o n t o d e t e r m i n e t h a t t h e i n f o r m a t i o n c o m p l i e s w i t h a c c o u n t i n g p r i n c i p l e s 
g e n e r a l l y a c c e p t e d i n t h e U n i t e d S t a t e s o f A m e r i c a , t h e m e t h o d o f p r e p a r i n g i t h a s n o t c h a n g e d f r o m 
t h e p r i o r p e r i o d , a n d t h e i n f o r m a t i o n is a p p r o p r i a t e a n d c o m p l e t e i n r e l a t i o n t o o u r a u d i t o f t h e f i n a n c i a l 
s t a t e m e n t s . W e c o m p a r e d a n d r e c o n c i l e d t h e s u p p l e m e n t a r y i n f o r m a t i o n t o t h e u n d e r l y i n g a c c o u n t i n g 
r e c o r d s u s e d t o p r e p a r e t h e f i n a n c i a l s t a t e m e n t s o r t o t h e f i n a n c i a l s t a t e m e n t s t h e m s e l v e s . 

I n o u r p r o f e s s i o n a l j u d g m e n t , t h e f o l l o w i n g a r e s i g n i f i c a n t a n d r e l e v a n t t o t h o s e c h a r g e d w i t h 
g o v e r n a n c e i n o v e r s e e i n g t h e f i n a n c i a l r e p o r t i n g p r o c e s s : 

1 . I n t e r e s t i n c o m e e a r n e d o n t h e T r a n s p o r t a t i o n I m p a c t F u n d C e r t i f i c a t e - o f - D e p o s i t w a s d e p o s i t e d 
i n t o t h e G e n e r a l F u n d i n s t e a d o f t h e T r a n s p o r t a t i o n I m p a c t F u n d . 

2 . I n v o i c e s f o r l e g a l a n d e n g i n e e r i n g s e r v i c e s t h a t a r e p a i d b y t h e T o w n s h i p s h o u l d b e b i l l e d 
i m m e d i a t e l y t o t h e D e v e l o p e r s . D u r i n g t h e a u d i t , w e n o t e d $ 2 3 , 8 6 5 o f i n v o i c e s p a i d b y t h e 
T o w n s h i p i n 2 0 1 7 b u t w e r e n o t b i l l e d t o t h e D e v e l o p e r s u n t i l 2 0 1 8 . 

3 . T h e G e n e r a l F u n d h a d C e l l T o w e r R e n t o n t h e P r o f i t & L o s s r a t h e r t h a n o n t h e P r o f i t & L o s s f o r 
t h e C a p i t a l F u n d . M i s p o s t i n g s s u c h a s t h i s s h o u l d b e c o r r e c t e d w h e n b e i n g r e v i e w e d b y 
s o m e o n e o t h e r t h a n t h e p e r s o n p r e p a r i n g t h e f i n a n c i a l s t a t e m e n t . 

4 . O n A p r i l 2 5 , 2 0 1 4 , t h e T o w n s h i p d e p o s i t e d $ 2 5 , 0 0 0 f r o m a C o m c a s t E G C a p i t a l S u p p o r t G r a n t 
" t o b e u s e d i n s u p p o r t o f t h e p r o d u c t i o n o f l o c a l E G ( E d u c a t i o n a l a n d G o v e r n m e n t ) 
p r o g r a m m i n g " . $ 1 1 , 5 0 0 o f t h e g r a n t m o n e y w a s s p e n t a s o f D e c e m b e r 3 1 , 2 0 1 7 . T h e r e m a i n i n g 
$ 1 3 , 5 0 0 w a s s p e n t a s o f t h e d a t e o f t h i s r e p o r t . 

R e s t r i c t i o n s o n U s e 
T h i s I n f o r m a t i o n Is I n t e n d e d s o l e l y f o r t h e u s e o f t h e B o a r d o f S u p e r v i s o r s , T o w n s h i p M a n a g e r a n d 
m a n a g e m e n t o f N e w H a n o v e r T o w n s h i p a n d is n o t i n t e n d e d t o b e a n d s h o u l d n o t b e u s e d b y a n y o n e 
o t h e r t h a n t h e s e s p e c i f i e d p a r t i e s . 

V e r y t r u l y y o u r s . 

B A R B A R A A . A K I N S , C P A 
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I n p l a n n i n g a n d p e r f o r m i n g o u r a u d i t o f t h e f i n a n c i a l s t a t e m e n t s o f t h e g o v e r n m e n t a l a c t i v i t i e s , t h e 
b u s i n e s s - t y p e a c t i v i t i e s , e a c h m a j o r f u n d , a n d t h e a g g r e g a t e r e m a i n i n g f u n d i n f o r m a t i o n o f N e w 
H a n o v e r T o w n s h i p a s o f a n d f o r t h e y e a r e n d e d D e c e m b e r 3 1 , 2 0 1 7 , i n a c c o r d a n c e w i t h a u d i t i n g 
s t a n d a r d s g e n e r a l l y a c c e p t e d i n t h e U n i t e d S t a t e s o f A m e r i c a , w e c o n s i d e r e d N e w H a n o v e r T o w n s h i p ' s 
i n t e r n a l c o n t r o l o v e r f i n a n c i a l r e p o r t i n g ( i n t e r n a l c o n t r o l ) a s a b a s i s f o r d e s i g n i n g a u d i t i n g p r o c e d u r e s 
t h a t a r e a p p r o p r i a t e i n t h e c i r c u m s t a n c e s f o r t h e p u r p o s e o f e x p r e s s i n g o u r o p i n i o n s o n t h e f i n a n c i a l 
s t a t e m e n t s , b u t n o t f o r t h e p u r p o s e o f e x p r e s s i n g a n o p i n i o n o n t h e e f f e c t i v e n e s s o f N e w H a n o v e r 
T o w n s h i p ' s i n t e r n a l c o n t r o l . A c c o r d i n g l y , w e d o n o t e x p r e s s a n o p i n i o n o n t h e e f f e c t i v e n e s s o f N e w 
H a n o v e r T o w n s h i p ' s i n t e r n a l c o n t r o l . 

O u r c o n s i d e r a t i o n o f i n t e r n a l c o n t r o l w a s f o r t h e l i m i t e d p u r p o s e d e s c r i b e d i n t h e p r e c e d i n g p a r a g r a p h 
a n d w a s n o t d e s i g n e d t o i d e n t i f y a l l d e f i c i e n c i e s i n i n t e r n a l c o n t r o l t h a t m i g h t b e m a t e r i a l w e a k n e s s e s o r 
s i g n i f i c a n t d e f i c i e n c i e s a n d t h e r e f o r e m a t e r i a l w e a k n e s s e s o r s i g n i f i c a n t d e f i c i e n c i e s m a y e x i s t t h a t w e r e 
n o t i d e n t i f i e d . H o w e v e r , a s d i s c u s s e d b e l o w , w e i d e n t i f i e d c e r t a i n d e f i c i e n c i e s i n i n t e r n a l c o n t r o l t h a t 
w e c o n s i d e r t o b e m a t e r i a l w e a k n e s s e s a n d o t h e r d e f i c i e n c i e s t h a t w e c o n s i d e r t o b e s i g n i f i c a n t 
d e f i c i e n c i e s . 

A d e f i c i e n c y i n i n t e r n a l c o n t r o l e x i s t s w h e n t h e d e s i g n o r o p e r a t i o n o f a c o n t r o l d o e s n o t a l l o w 
m a n a g e m e n t o r e m p l o y e e s , i n t h e n o r m a l c o u r s e o f p e r f o r m i n g t h e i r a s s i g n e d f u n c t i o n s , t o p r e v e n t , o r 
d e t e c t a n d c o r r e c t , m i s s t a t e m e n t s o n a t i m e l y b a s i s . A material weakness is a d e f i c i e n c y , o r 
c o m b i n a t i o n o f d e f i c i e n c i e s i n i n t e r n a l c o n t r o l , s u c h t h a t t h e r e is a r e a s o n a b l e p o s s i b i l i t y t h a t a m a t e r i a l 
m i s s t a t e m e n t o f t h e e n t i t y ' s f i n a n c i a l s t a t e m e n t s w i l l n o t b e p r e v e n t e d , o r d e t e c t e d a n d c o r r e c t e d , o n a 
t i m e l y b a s i s . W e c o n s i d e r t h e f o l l o w i n g d e f i c i e n c i e s i n i n t e r n a l c o n t r o l t o b e material weaknesses: 

1 . P r o p e r l y p r e p a r e d F u n d B a l a n c e S h e e t s a s o f D e c e m b e r 3 1 , 2 0 1 7 w e r e n o t p r o v i d e d b y t h e 
T o w n s h i p . O n a p r o p e r l y p r e p a r e d B a l a n c e S h e e t , T o t a l A s s e t s e q u a l T o t a l L i a b i l i t i e s p l u s 
E q u i t y . 

2 . N o n e o f t h e ( 1 3 ) D e c e m b e r 3 1 , 2 0 1 7 b a n k r e c o n c i l i a t i o n s f o r t h e B B & T b a n k a c c o u n t s 
a g r e e d t o t h e a c c o u n t b a l a n c e s o n t h e F u n d B a l a n c e S h e e t s . S o m e o f t h e b a n k 
r e c o n c i l i a t i o n s h a d o l d u n c l e a r e d c h e c k s a n d d e p o s i t s d a t i n g b a c k t o J u n e 2 0 1 7 . 

3 . N o n e o f t h e ( 7 ) D e c e m b e r 3 1 , 2 0 1 7 b a n k r e c o n c i l i a t i o n s f o r t h e P L G I T b a n k a c c o u n t s a g r e e d 
t o t h e a c c o u n t b a l a n c e s o n t h e F u n d B a l a n c e S h e e t s . 
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4 . T h e F u n d P r o f i t & L o s s R e p o r t s w e r e n o t p r o p e r l y p r e p a r e d f o r t h e y e a r e n d i n g 
D e c e m b e r 3 1 , 2 0 1 7 . F o r e x a m p l e , e a r n e d i n c o m e t a x e s t h a t s h o u l d h a v e b e e n r e c o r d e d i n 
t h e O p e n S p a c e F u n d w e r e i n c l u d e d i n t h e G e n e r a l F u n d ; f u n d s t h a t h a d p a y r o l l e x p e n s e s 
d i d n o t h a v e a n y w o r k e r s c o m p e n s a t i o n i n s u r a n c e a l l o c a t e d t o i t ; a n d t h e S e w e r F u n d d i d 
n o t h a v e a n y v e h i c l e i n s u r a n c e a l l o c a t e d t o i t . 

5 . D u r i n g o u r a u d i t , w e n o t e d a l a c k o f s e g r e g a t i o n o f d u t i e s . T h e f o l l o w i n g p r o c e d u r e s a r e A L L 
p e r f o r m e d b y t h e T o w n s h i p F i n a n c e C l e r k : 

Good internal controls dictate that a different person should be preparing the deposit slip 
and taking it to the bank from the person who is recording it in the accounting records. 

Also, the person preparing the bank reconciliation should be different from the person 
recording the deposit in the accounting records and taking the deposit to the bank. 

A significant deficiency is a d e f i c i e n c y , o r a c o m b i n a t i o n o f d e f i c i e n c i e s , i n i n t e r n a l c o n t r o l t h a t is l e s s 
s e v e r e t h a n a m a t e r i a l w e a k n e s s , y e t i m p o r t a n t e n o u g h t o m e r i t a t t e n t i o n b y t h o s e c h a r g e d w i t h 
g o v e r n a n c e . W e c o n s i d e r t h e f o l l o w i n g d e f i c i e n c i e s i n i n t e r n a l c o n t r o l t o b e significant deficiencies: 

1. T h e T o w n s h i p ' s Control Environment i n c l u d i n g t h e a t t i t u d e s , a w a r e n e s s , a n d a c t i o n s o f 
m a n a g e m e n t , a s w e l l a s t h o s e c h a r g e d w i t h g o v e r n a n c e , d o e s n o t a p p e a r t o d e m o n s t r a t e a 
c o m m i t m e n t t o a c c u r a t e a c c o u n t i n g a n d f i n a n c i a l r e p o r t i n g . 

2 . I t a p p e a r s t h a t m a n a g e m e n t h a s n o t d e v e l o p e d a Risk Assessment f o r t h e T o w n s h i p w h i c h 
i d e n t i f i e s a n d r e s p o n d s t o r i s k s t h a t m a y a f f e c t a c c o u n t i n g o r f i n a n c i a l r e p o r t i n g . 

3 . T h e T o w n s h i p ' s Information and Communication d o e s n o t a p p e a r t o b e o p e r a t i n g e f f e c t i v e l y . 
M a n a g e m e n t s h o u l d b e c o m m u n i c a t i n g f i n a n c i a l r e p o r t i n g r o l e s a n d r e s p o n s i b i l i t i e s a n d 
s i g n i f i c a n t f i n a n c i a l r e p o r t i n g m a t t e r s t o e m p l o y e e s a n d t h o s e c h a r g e d w i t h g o v e r n a n c e a n d 
e x c e p t i o n s s h o u l d b e b r o u g h t t o t h e a t t e n t i o n o f p e r s o n s a t t h e a p p r o p r i a t e l e v e l t o t a k e 
c o r r e c t i v e a c t i o n . R e l e v a n t , q u a l i t y i n f o r m a t i o n s h o u l d s u p p o r t f i n a n c i a l r e p o r t i n g . 

4 . T h e T o w n s h i p ' s Monitoring s h o u l d m a k e s u r e t h a t i n t e r n a l c o n t r o l s a r e o p e r a t i n g a s i n t e n d e d 
a n d c h a n g e s t o i n t e r n a l c o n t r o l s a r e m a d e w h e n n e c e s s a r y . Monitoring s h o u l d a l s o i n c l u d e 
r e p o r t s a n d o t h e r i n f o r m a t i o n ( s u c h a s b u d g e t v a r i a n c e s , r e c o n c i l i a t i o n s , m o n t h l y f i n a n c i a l 
r e p o r t s ) t o e n s u r e t h a t f i n a n c i a l i n f o r m a t i o n is r e l i a b l e . I t a p p e a r s t h a t i n 2 0 1 7 , t h e r e w a s a 
l a c k o f m o n i t o r i n g . 

5 . I t e m s n o t c l e a r i n g t h e b a n k , e s p e c i a l l y d e p o s i t s , s h o u l d b e i n v e s t i g a t e d i m m e d i a t e l y . 
D e p o s i t s c o u l d b e r e c o r d e d t w i c e o r r e c o r d e d i n e r r o r , t h u s o v e r s t a t i n g r e v e n u e . F o r e x a m p l e , 
t h e B B & T G e n e r a l F u n d c h e c k i n g a c c o u n t h a d a d e p o s i t - i t - t r a n s i t f o r $ 2 3 , 1 7 9 f r o m 6 / 2 6 / 1 7 . 
T h i s w a s d u e t o t h e d e p o s i t b e i n g r e c o r d e d t w i c e . P e r t h e a u d i t w o r k a n d a u d i t a d j u s t i n g 
j o u r n a l e n t r i e s m a d e , b a n k r e c o n c i l i a t i o n s w e r e n o t b e i n g r e v i e w e d . 

d . 

a . 

c. 
b. 

P r e p a r e s d e p o s i t ( u s u a l l y w e e k l y ) . 
T a k e s d e p o s i t t o b a n k . 
R e c o r d s d e p o s i t i n Q u i c k B o o k s . 
R e c o n c i l e s b a n k s t a t e m e n t s . 
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6 . I n v o i c e s f o r l e g a l a n d e n g i n e e r i n g s e r v i c e s t h a t a r e p a i d b y t h e T o w n s h i p s h o u l d b e b i l l e d 
i m m e d i a t e l y t o t h e D e v e l o p e r s . D u r i n g t h e a u d i t , w e n o t e d a $ 1 2 , 2 2 9 i n v o i c e p a i d b y t h e 
T o w n s h i p t h a t w a s n e v e r b i l l e d t o t h e D e v e l o p e r . A d d i t i o n a l a u d i t a d j u s t i n g j o u r n a l e n t r i e s 
w e r e m a d e t o c o r r e c t v a r i o u s m i s p o s t i n g s o f d e p o s i t s m a d e b y D e v e l o p e r s a n d e x p e n s e s t h a t 
s h o u l d h a v e b e e n a p p l i e d a g a i n s t D e v e l o p e r E s c r o w s . 

7 . P e r a r e v i e w o f t h e T o w n s h i p ' s i n s u r a n c e p o l i c y , w e d i d n o t s e e t h e f o l l o w i n g c o v e r e d : 

a . C a s e D V 3 6 D o u b l e D r u m R o l l e r p u r c h a s e d f o r $ 5 0 , 8 4 7 o n 4 / 2 0 / 1 7 
b. P a v i l i o n p u r c h a s e d f o r $ 1 0 , 3 5 0 o n 2 / 2 2 / 1 7 
c. ( 2 ) P a v i l i o n s p u r c h a s e d f o r $ 1 7 , 6 0 0 o n 1 0 / 2 3 / 1 7 

8 . I n c o m e a n d E x p e n s e s a p p e a r i n g o n t h e E s c r o w F u n d s h o u l d h a v e r a i s e d q u e s t i o n s a s t o t h e 
r e l i a b i l i t y a n d a c c o u n t i n g f o r D e v e l o p e r d e p o s i t s a n d e x p e n s e s . T h e E s c r o w F u n d h a d 
M i s c e l l a n e o u s I n c o m e t o t a l i n g $ 1 5 , 2 5 0 b e c a u s e t h e i n v o i c e t o t h e D e v e l o p e r w a s n e v e r 
c r e a t e d b y t h e T o w n s h i p t o a p p l y t h e $ 1 5 , 2 5 0 p a y m e n t a g a i n s t . 

9 . G e n e r a l J o u r n a l s m a d e b y t h e T o w n s h i p d u r i n g t h e y e a r d i d n o t a l w a y s i n c l u d e s u p p o r t i n g 
d o c u m e n t a t i o n a s t o w h y t h e e n t r y w a s m a d e . T h e s u p p o r t i n g d o c u m e n t a t i o n t o e v e r y 
g e n e r a l j o u r n a l s h o u l d b e k e p t i n a b i n d e r a n d a p p r o v a l b y s o m e o n e o t h e r t h a n t h e p e r s o n 
m a k i n g t h e e n t r y . 

T h i s c o m m u n i c a t i o n is i n t e n d e d s o l e l y f o r t h e i n f o r m a t i o n a n d u s e o f m a n a g e m e n t . B o a r d o f S u p e r v i s o r s , 
T o w n s h i p M a n a g e r , a n d o t h e r s w i t h i n N e w H a n o v e r T o w n s h i p , a n d is n o t i n t e n d e d t o b e , a n d s h o u l d 
n o t b e , u s e d b y a n y o n e o t h e r t h a n t h e s e s p e c i f i e d p a r t i e s . 

B A R B A R A A . A K I N S , C P A 
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