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About the Financial Review 
The Massachusetts Department of Elementary and Secondary Education (Department) 
is responsible for overseeing the governance and compliance of the Commonwealth’s 
education collaboratives (collaboratives). Included in the oversight is the Department’s 
obligation to conduct a financial review of each collaborative’s fiscal condition and 
operations once every six (6) years as outlined in M.G.L. c. 40, § 4E and 603 CMR 
50.00. Collaboratives are public entities, formed by their member districts to pool 
education resources and provide services and programs in a cost-effective manner. This 
review protocol (protocol) is intended to serve as a resource for collaborative leaders, 
Department staff, and contractors conducting reviews on behalf of the Department.  

The financial review (review) is an important part of ensuring the accountability and 
transparency of collaboratives’ operations and activities and one method by which the 
Department examines the policies of each collaborative and informs collaborative 
boards and member districts about the collaborative's financial condition. The review 
criteria (criteria), established by the Department, is based on best practices, coupled 
with requirements, and form the foundation of the review process and are the basis 
upon which this protocol was written. The purpose of the review is to gather and 
document evidence about a collaborative’s fiscal condition as compared to criteria 
established by the Department. A strong fiscal condition for a collaborative indicates that 
the organization is stable, financially healthy, and capable of meeting its financial 
obligations while maintaining sustainable and successful operations. The review will be 
carried out in accordance with the criteria and scope established by the Department and 
outlined in protocol and repeated in this report. 
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Financial Review Dashboard – Results 

CRITERIA Indicator of 
Success 

Criterion 1: Sufficient and Diverse Funding Sources  Met  

Criterion 2: Consistent and Stable Revenue Stream  Met  

Criterion 3: Adequate Cash Flow  Met  

Criterion 4: Adequate Cumulative Surplus Not Rated1 

Criterion 5: Adequate Capital Plan and Capital Reserves  Met  

Criterion 6: Low Debt and Liabilities  Partial 

Criterion 7: Effective Budgeting and Financial Management  Met  

Criterion 8: Transparency and Accountability  Met  

Criterion 9: Strong Governance and Leadership by the Collaborative Board  Partial 

Criterion 10: Compliance with Legal and Regulatory Requirements  Met  

Criterion 11: Documented Internal Control Systems  Met  

Criterion 12: Human Resource Policies, Professional and General 
Liability Insurance  Met  

 
 

 
1At the time of this review, the August 2021 cumulative surplus guidance was being reviewed for clarity 
and consistency with statute and regulation. As a result, this criterion is not rated. 
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CRITERION 1: SUFFICIENT AND DIVERSE FUNDING SOURCES 
CRITERION 1: Sufficient and Diverse Funding Sources 

The collaborative should have diverse and sufficient funding sources, including but not 
limited to tuitions and assessments from member districts, tuitions, assessment, and/or 
surcharges from non-member districts, and may include funds from grants and contracts. 
Over-reliance on one revenue source may lead to financial instability. This could put the 
collaborative at risk if any given funding source were threatened or discontinued or if 
member districts are not requiring the services of the collaborative and are supplementing 
the non-member districts. 
Indicators: 
1.1 Evidence that the collaborative has a diverse mix of funding sources. This could be 

from a mix of revenue from various member districts or a mix of revenue from member 
and non-member districts, grants and other sources (without depending too heavily on 
one funding source).  

1.2 Percentage and amount of revenues for each of the past five fiscal years, from member 
districts. 

1.3 Percentage and amount of revenues for each of the past five fiscal years, from non-
member districts. 

1.4 Percentage and amount of federal and state grant revenues for each of the past five 
fiscal years. 

1.5 Percentage and amount of other sources of revenue for each of the past five fiscal 
years. 

1.6 Percentage and amount of private/philanthropic grant revenues for each of the past five 
fiscal years. 

Analysis: 
1.1 The reviewer will evaluate the primary revenue sources for the collaborative and 

calculate the percentage of revenues from member districts (1.2), non-member districts 
(1.3), grants (1.4, 1.6), and other sources (1.5) over the past five fiscal years. If the 
collaborative relies heavily on one funding source, it could indicate that they are 
vulnerable to changes or uncertainties related to that source. Shifts in revenue trends 
over five fiscal years could highlight vulnerabilities such as shifts from member to non-
member district revenue. 
The reviewer will document any observed threats to current revenue sources such as 
changes in grant opportunities, unexpected program changes or a shift in revenue 
derived from member districts (from interviews and analysis of 1.1 – 1.6).  
The reviewer will obtain the revenue projections and evaluate the management 
processes for making projections of future revenue sources/streams (from interviews 
and analysis of future revenue projections). 

1.1 – 1.5 The reviewer will review the mix of funding sources (members, non-members, 
grants, etc.) to assess the sufficiency of the collaborative’s revenue streams. 
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1.6 The reviewer will inquire if the collaborative received or has any plans to apply for 
additional private/philanthropic grant revenues. 

Results: 
1.1 Met Table 1.1 shows the collaborative’s primary revenue sources for fiscal years 2021 

through 2025. There were no known threats to current revenue sources. The 
collaborative projects revenue for one fiscal year while completing the subsequent year 
budget. 

Table 1.1 
Revenue Sources
Tuitions and Service 
  Revenues - 
  Member Districts 15,344,658$ 50.1% 16,374,094$ 54.7% 17,574,449$ 55.1% 19,549,999$ 52.9% 19,142,578$ 51.7%
Tuitions and Service 
  Revenues - 
  Nonmember Districts 6,893,977      22.5% 7,705,456      25.8% 8,740,724      27.4% 10,042,401   27.2% 11,294,779   30.5%
Other Tuition and Service 
  Revenues 303,456         1.0% 1,276,690      4.3% 256,437         0.8% 1,320,673      3.6% 365,681         1.0%
Member Assessments 200,000         0.7% 300,000         1.0% 200,000         0.6% 200,000         0.5% 200,000         0.5%
Grants, Contributions, and 
  Other 560,339         1.8% 863,079         2.9% 807,854         2.5% 247,510         0.7% 1,143,556      3.1%
Philanthropy 251,394         0.8% 255,830         0.9% 398,890         1.2% 422,452         1.1% 481,206         1.3%
Intergovernmental/ On-
  behalf Payment 7,054,508      23.0% 3,136,490      10.5% 3,892,273      12.2% 5,085,010      13.8% 4,340,683      11.7%
Interest 7,431             0.0% 3,706             0.0% 45,890           0.1% 85,805           0.2% 40,466           0.1%
Total Revenue 30,615,763$ 100.0% 29,915,345$ 100.0% 31,916,517$ 100.0% 36,953,850$ 100.0% 37,008,949$ 100.0%

2022 2023 2024 20252021

 
The collaborative’s member districts tuition revenue has consistently been the most 
significant revenue source followed by the nonmember district tuition. Combined, these 
two revenue sources have ranged from 72.6 percent to 82.5 percent with the lower 
range occurring in 2021 and the higher range occurring in 2023. In 2025, the revenue 
source totaled 82.2 percent. As of June 30, 2025, the Collaborative had 22 member 
districts contributing to the member district revenue, indicating that they are not overly 
relying on any particular member unit. 
The collaborative’s teachers and retired teachers’ pensions are covered under the 
Massachusetts Teachers’ Retirement System (MTRS) while all other employees and 
retirees are covered under the Massachusetts State Employee’s Retirement System 
(MSERS). Included in the intergovernmental/ On behalf payments revenue sources is a 
special funding situation where the Commonwealth of Massachusetts is a non-employer 
contributor and is required by statue to make all actuarially determined employer 
contributions on behalf of the member employers. The MTRS total is based on each 
employer’s covered payroll as a percentage of the total covered payroll. The MSERS 
total is based on a rate established by the Public Employees’ Retirement Administration 
Commission and is a percentage of covered payroll. The collaborative has no influence 
over these amounts as they are actuarially determined. The on-behalf payment is 
presented as equal amounts to both revenue and expenditures. 

1.1 – 1.5 Met As evidenced in Table 1.1, the collaborative has had a diverse revenue 
stream and sufficient funding sources without over reliance in one revenue or any other 
threat that could lead to financial instability. These revenue sources have been 
consistent in fiscal years 2021 through 2025. 
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1.6 Met The collaborative does receive a small amount of private grant funds. The 
collaborative has a philanthropy group who meet with department heads to request their 
needs outside of their operating budget. The philanthropy group then host fundraisers to 
raise money to fund these extra needs. In the last five fiscal years, this has averaged 
around 1 percent of the collaborative’s revenue sources. 

CRITERION 2: CONSISTENT AND STABLE REVENUE STREAM 
CRITERION 2: Consistent and Stable Revenue Stream 

A strong financial condition involves consistent revenue generation. This can be achieved 
through stable enrollment and program utilization. 
Indicators: 
2.1 Evidence of consistent revenue generation through stable enrollment in collaborative 

programming. 
2.2 Evidence that management monitors program utilization and reacts timely to change 

programming, as necessary. 
Analysis:  
2.1 The reviewer will determine if enrollment has trended down or up in collaborative 

programs over the past five fiscal years. 
2.2 The reviewer will determine if the collaborative monitors program utilization to ensure 

that resources are allocated efficiently and adapts to changing circumstances by 
adjusting programs accordingly. 

Results: 
2.1 Met The documentation provided shows the program enrollment has trended up since 

2021 as presented in Table 2.1. 

Table 2.1 

Program Enrollment 2021 2022 2023 2024 2025

Kevin O'Grady School 112 111 111 115 115

Northshore Recovery High School 39 34 30 35 27

Topsfield Vocational Academy 47 53 41 42 42

Northshore Academy Upper School 96 100 107 109 109

Northshore Academy Lower School 35 34 34 32 35

Transitions Programs 36 46 55 56 49

Total 365 378 378 389 377

Trend

 
2.2 Met Program enrollment has stayed between 365 and 389 students while ending 2025 

with 377 students. The Northshore recovery high school is a state funded program. The 



 

Massachusetts Department of Elementary and Secondary Education Page 7 of 23 

collaborative board commissioned a study in fiscal year 2026 to identify ways to 
redevelop the program in an effort to increase enrollment. 

CRITERION 3: ADEQUATE CASH FLOW 
CRITERION 3: Adequate Cash Flow 

Positive cash flow indicates that the collaborative's cash on hand is sufficient to meet 
obligations as they come due, allowing the collaborative to pay bills timely without the need 
to borrow for operating costs. 
Indicators: 
3.1 Evidence of adequate cashflow to support current operations without the need to 

borrow for operations. 
Analysis: 
3.1(a) The reviewer will evaluate the collaborative’s five-year history of managing cashflow 

and the process for managing cashflow and whether management has any issues or 
concerns regarding future cashflows through the interview process. 

3.1(b) The reviewer will determine, to the extent possible, if management has borrowed for 
operating cashflow in any of the past five years by review of financial statements. 

3.1(c) The reviewer will evaluate, to the extent possible, whether the collaborative has 
found it necessary to postpone paying any obligations due to inadequate cash on hand, 
for the past five fiscal years. This will primarily be done through the interview process 
and a review of the audit reports. 

Results: 
3.1(a) Met The collaborative’s cash balance at the end of each fiscal year based on the 

audited financial statements are presented in Table 3.1. 
Table 3.1 

Cash 2021 2022 2023 2024 2025
Governmental Funds 5,760,753$  5,259,831$     4,861,387$     4,805,951$     3,694,600$      
3.1(b) Met The collaborative did not require borrowing to support operating cashflows in 

any of the past five fiscal years. In fiscal year 2026, however, the collaborative needed 
to utilize its line of credit to cover operating expenses. This was prompted by entering 
into a regional transportation contract that required a $1 million upfront payment before 
the collaborative could bill tuition to its member districts. The collaborative was 
subsequently reimbursed through tuition payments from member districts. Repayment 
of the line of credit is scheduled to be completed by March 2026. 

3.1(c) Met There was no evidence of the collaborative postponing payments due to 
inadequate cash flows in the past five fiscal years. 
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CRITERION 4: ADEQUATE CUMULATIVE SURPLUS 
CRITERION 4: Adequate Cumulative Surplus 

The collaborative should maintain a sufficient operating reserve to cover unexpected 
expenses or revenue fluctuations. Cumulative surplus is the unexpended general fund 
balance that may be carried forward by the collaborative. Cumulative surplus is limited to 
25 percent of the previous fiscal year’s general fund expenditures. Cumulative surplus acts 
as a safety net during challenging financial times and ensures the collaborative's ability to 
meet its financial obligations in the event of unexpected revenue fluctuations. 
Indicators: 
4.1 Reported cumulative surplus and percentage of prior year expenditures for each of the 

past five years. 
4.2 Compliance – cumulative surplus is 25 percent or less of prior year expenditures, each 

year. 
4.3 Evidence that a collaborative estimates the cumulative surplus as prescribed by the 

Department of Elementary and Secondary Education (Department) prior to the annual 
audit and knows the approximate number well before the date it is voted by the board of 
directors and uses this information to plan for the subsequent fiscal year. 

4.4 Evidence that the collaborative has written policies and procedures for utilizing or 
maintaining cumulative surplus. 

Analysis: 
4.1 The reviewer will record and evaluate the collaborative’s cumulative surplus over the 

previous five fiscal years. 
4.2(a) The reviewer will verify whether the collaborative recorded an excess cumulative 

surplus (above 25 percent of prior year expenditures) at any time during the past five 
fiscal years. 

4.2(b) The reviewer will evaluate the collaborative’s uses of cumulative surplus over the 
past five fiscal years. 

4.3(a) The reviewer will evaluate if the collaborative has systems in place to accurately 
project cumulative surplus during the year and prior to the close of the fiscal year. 

4.3(b) The reviewer will evaluate the collaborative’s process for calculating the cumulative 
surplus. 

4.4 The reviewer will confirm that the collaborative has and follows written policies and 
procedures for utilizing or maintaining cumulative surplus. 

Results: 
4.1 Not Rated Chart 4.1 and Table 4.1 display the total cumulative surplus, the total 

general fund expenditures, the cumulative surplus percentage and the 25 percent 
cumulative surplus threshold per 603 CMR 50.00. 

  



 

Massachusetts Department of Elementary and Secondary Education Page 9 of 23 

Chart 4.1 
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Table 4.1 
Cumulative Surplus 2021 2022 2023 2024 2025
Cumulative Surplus 4,146,814$     4,570,953$     4,305,557$    3,454,930$     2,480,837$     
Expenditures 24,659,736$  26,366,645$  28,184,861$  30,155,870$  31,943,038$  
Cumulative Surplus Percent 16.8% 17.3% 15.3% 11.5% 7.8%  
4.2(a) Not Rated The collaborative’s cumulative surplus percentage did not exceed 25 

percent in the last five fiscal years. The Department is currently re-examining the August 
2021 cumulative surplus guidance, potentially revising it to improve for clarity. 

4.2(b) Met In three of the past five fiscal years, the collaborative has voted to use the 
cumulative surplus to fund the subsequent year budget. In 2023, the collaborative voted 
to use cumulative surplus to fund the capital reserve.  

Table 4.2(b) 
Cumulative Surplus Uses 2021 2022 2023 2024 2025

-$                -$                400,000$        -$                -$                
Operating Budget 1,098,481$     -$                -$                850,627$        974,093$        
Total 1,098,481$     -$                400,000$        850,627$        974,093$        

Capital Reserve

 
4.3(a) Met The collaborative estimates their cumulative surplus throughout the year. They 

utilize their general ledger software and a budget to actual report to determine surplus 
funds in their general fund. 

4.3(b) Not Rated The collaborative calculates their cumulative surplus using the method 
prescribed by the Department. 

4.4 Not Rated The collaborative includes written policies and procedures pertaining to 
cumulative surplus in their business office procedures manual. The Department is 
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currently re-examining the August 2021 cumulative surplus guidance, potentially 
revising it to improve for clarity. 

CRITERION 5: ADEQUATE CAPITAL PLAN AND CAPITAL 
RESERVES 
CRITERION 5: Adequate Capital Plan and Capital Reserves 

The collaborative may choose to establish and maintain a capital reserve fund which 
includes a limit on the balance that may be held in the reserve pursuant to 603 CMR 50.00, 
and an approved capital plan to support costs associated with the acquisition, 
maintenance, and improvement of fixed assets, including real property. Establishing a 
capital reserve fund can ensure that the collaborative has funds readily available for capital 
expenditures. Collaboratives often manage various large assets such as buildings, 
technology, and equipment. A capital reserve can ensure that funds will be available to 
maintain and upgrade these assets when needed, ensuring their longevity and 
effectiveness. 
Indicators: 
5.1 Evidence of a written capital plan that is monitored and updated regularly (if applicable). 
5.2 Evidence of the establishment of a capital reserve account with a maximum limit (if 

applicable). 
5.3 Evidence of a process for the management and purchase of capital assets. 
Analysis: 
5.1(a), 5.2(a) The reviewer will obtain and review evidence of the date of the approval and 

of the limit to any voted capital reserve account and the capital plan. 
5.1(b), 5.2(b) The reviewer will determine if the capital plan is used by management to 

determine the adequate level of capital reserves. 
5.1(c) The reviewer will determine and identify if the collaborative uses funds other than the 

capital reserve, such as borrowing or appropriations in the annual budget, to support the 
capital plan.  

5.3 The reviewer will evaluate how the collaborative manages long-term capital asset 
maintenance and purchases. 

Results: 
5.1(a), 5.2(a) Met In 2017, the collaborative voted to establish a capital reserve fund with a 

limit of $650,000. The collaborative has not modified this threshold in the last five fiscal 
years. See Table 5.2 for the capital threshold limits along with the balance in restricted for 
capital reserve the last five fiscal years. 

Table 5.2 
Capital Reserve 2021 2022 2023 2024 2025
Capital Threshold Limit 650,000$       650,000$      650,000$      650,000$      650,000$      
Restricted for Capital Reserve 230,386$       242,785$      301,614$      146,521$      149,080$      
Under (Over) Limit 419,614$       407,215$      348,386$      503,479$      500,920$       
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5.1(b), 5.2(b) Met The collaborative has a five-year capital plan they use to actively monitor 
their capital reserve needs. The collaborative has obtained long term debt to help fund 
some of their capital projects. The collaborative includes capital purchases in their annual 
operating budget. 

5.1(c) Met The collaborative includes capital maintenance and purchases in their annual 
operating budget process. 

5.3 Met The collaborative has a formal capital plan. 

CRITERION 6: LOW DEBT AND LIABILITIES 
CRITERION 6: Low Debt and Liabilities 

Minimizing debt and liabilities is crucial for financial stability. Excessive debt can burden the 
collaborative's operating budget with high lease, interest and principal payments which will 
limit its budgetary flexibility. 
Indicators: 
6.1 Evidence of the percentage of debt and mortgage/lease expenditures to total 

expenditures. 
6.2 Evidence of low overall outstanding debt. 
6.3 Evidence of debt that is structured in a manner to require annual debt service payments 

that are reasonable and that will not impair the collaborative’s ability to fund programs. 
Analysis: 
6.1 The reviewer will calculate the collaborative’s debt and mortgage/lease expenditures as 

a percentage of the annual operating budget. 
6.2 The reviewer will review financial policies for issuing debt to fund capital expenditures. 
6.3(a) The reviewer will determine if the collaborative has a method for balancing debt 

service outpayments to maintain a consistent level of the operating budget.  
6.3(b) The reviewer will review the debt out-payment schedules for any balloon payments 

or increasing debt service payments that could impact the collaborative’s financial 
flexibility in the future. 

Results: 
6.1 Met In fiscal year 2023, the collaborative had four leases, two revenue bonds, and a note 

payable outstanding with a combined fiscal year 2025 payment totaling $1,690,935. This 
equated to 5.73 percent of the collaborative’s final voted fiscal year 2025 budget. 

6.2 Met The collaborative has included in their articles of agreement, written policies and 
procedures pertaining to debt. 

6.3(a) Met The collaborative budgets the lease and debt payments as part of their operating 
budget every year. 

6.3(b) Partial The collaborative has a balloon payment in fiscal year 2028 related to their 
Topsfield program facility note payable totaling approximately $1.5 million. This may impact 
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the collaborative’s ability to fund programs if not addressed. The collaborative is planning to 
work with the financial institution to refinance the balloon payment.  

CRITERION 7: EFFECTIVE BUDGETING AND FINANCIAL MANAGEMENT 
CRITERION 7: Effective Budgeting and Financial Management 

A strong financial condition requires effective budgeting and ongoing budget monitoring. 
Collaboratives should create realistic budgets, monitor their financial performance regularly, 
and make adjustments when necessary to ensure financial sustainability. The collaborative 
should have a written process for obtaining budget amendments as needed throughout the 
year. 
The collaborative should maintain an accounting system (general ledger) that accurately 
reflects the collaborative's financial condition and compliance with the adopted budget and 
other financial reporting requirements. 
Indicators: 
7.1 Evidence of an effective budget process that includes input from departments and 

member districts. The budget should align with the collaborative’s goals and objectives 
and consider the collaborative’s short-term and long-term financial needs. 

7.2 Evidence that approved budgets are balanced (i.e., all appropriations are supported by 
estimated revenues and/or existing surplus funds) and that any budgetary amendments 
include funding sources. 

7.3 Evidence that the general ledger is accurately maintained, up-to-date and can produce 
accurate and timely financial data. The approved budget should be reflected in the 
general ledger system. 

7.4 Evidence that management evaluates budget performance throughout the year, reports 
budget performance to the board, and makes adjustments when necessary. 

7.5 The collaborative should demonstrate fiscal responsibility by adhering to the budget, 
avoiding overspending, and controlling costs.  

7.6 Evidence that the collaborative is effectively managing their Other Postemployment 
Benefit liability. 

Analysis: 
7.1 The reviewer will evaluate the collaborative’s budget development and approval 

processes by gathering all relevant budget documents, including the approved budget 
and budgetary results provided in the audit report, the general ledger or in reports to the 
collaborative board. 

7.2 The reviewer will verify that all appropriations are supported by realistic revenue 
sources. The estimated revenues should be based on past trends or currently known 
facts. 

7.3 The reviewer will evaluate the collaborative’s budgetary controls maintained through the 
general ledger system and the collaborative’s ability to produce and report budget to 
actual data throughout the year (upon request). 
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7.4 The reviewer will assess the collaborative’s process for evaluating and reporting 
budgetary results throughout the year. 

7.5 The reviewer will review the budget to actual results for the past five fiscal years in the 
collaborative’s audit reports to identify any expenditure categories that have been 
overspent in an effort to verify that controls to restrict overspending are working as 
designed.  

7.6 The reviewer will complete the following regarding their Other Postemployment Benefit 
liability: 
o The reviewer will inquire regarding the extent to which the collaborative pays for 

health insurance to retirees.  
o The reviewer will determine if the collaborative has accepted the provisions of 

M.G.L. c. 32B § 20 allowing the collaborative to establish an Other Postemployment 
Benefit Trust Fund.  

o The reviewer will inquire and document if the Other Postemployment Benefit Trust 
Fund is managed by a trustee or a board of trustees. 

o The reviewer will inquire as to whether the duties and obligations of the trustee or 
board of trustees has been set forth in a declaration of trust adopted by the trustee 
or board of trustees consistent with M.G.L. c. 32B, § 20. 

o The reviewer will inquire if the Other Postemployment Benefit Trust Fund monies are 
accounted for separately from other trust funds of the collaborative and are not 
subject to claims of any general creditor of the collaborative. 

Results: 
7.1 Met The collaborative has a set budget process that begins in September with 

analyzing the projected revenue. In November/December, the chief financial officer 
meets with department heads and starts to draft the budget. The executive director 
reviews the budget and then goes to the finance committee to review and approve. The 
chief financial officer presents the budget to the board in March and it is approved in 
April. The actual results taken from the collaborative’s audited financial statements are 
presented in the Revenue and Expenditure Chart 7.1. The Budgetary Results Table 7.1 
charts present the expenditure original budget, final budget, and the actual amounts as 
columns and the revenue original budget, final budget and actual amounts as lines for 
fiscal years 2021 through 2025, inclusive.  
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Charts 7.1 
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Tables 7.1 

2021 Budgetary Results Original 
Budget Final Budget Actual

Variance to 
Final Budget

Revenues 24,773,554$  23,508,645$  23,561,255$  52,610$           
Expenditures 25,830,890     24,651,654     24,627,807     23,847             

(1,057,336)      (1,143,009)      (1,066,552)      76,457             
Other Financing Sources (Uses) -                   1,098,481       1,066,552       (31,929)            
Net Change in Fund Balance (1,057,336)$   (44,528)$         -$                44,528$           

Excess (Deficiency) of Revenues 
Over (Under) Expenditures

 

2022 Budgetary Results Original 
Budget Final Budget Actual

Variance to 
Final Budget

Revenues 26,038,241$  25,944,466$  26,778,620$  834,154$         
Expenditures 25,988,364     26,060,897     26,354,481     (293,584)          
Net Change in Fund Balance 49,877$          (116,431)$       424,139$        540,570$          

2023 Budgetary Results Original 
Budget Final Budget Actual

Variance to 
Final Budget

Revenues 27,055,140$  27,608,378$  27,919,465$  311,087$         
Expenditures 26,880,027     27,544,873     27,784,861     (239,988)          
Net Change in Fund Balance 175,113$        63,505$          134,604$        71,099$            

2024 Budgetary Results Original 
Budget Final Budget Actual

Variance to 
Final Budget

Revenues 28,787,785$  29,671,734$  29,305,243$  (366,491)$        
Expenditures 28,570,755     29,461,817     29,545,937     (84,120)            

217,030          209,917          (240,694)         (450,611)          
Other Financing Sources (Uses) -                   240,694          240,694          -                    
Net Change in Fund Balance 217,030$        450,611$        -$                (450,611)$        

Excess (Deficiency) of Revenues 
Over (Under) Expenditures

 

2025 Budgetary Results Original 
Budget Final Budget Actual

Variance to 
Final Budget

Revenues 32,261,363$  32,082,697$  30,959,945$  (1,122,752)$    
Expenditures 30,452,624     29,525,995     29,405,192     120,803           

1,808,739       2,556,702       1,554,753       (1,001,949)       
Other Financing Sources (Uses) -                   -                   (1,554,753)      (1,554,753)       
Net Change in Fund Balance 1,808,739$     2,556,702$     -$                (2,556,702)$    

Excess (Deficiency) of Revenues 
Over (Under) Expenditures

 
7.2 Met The collaborative has had the same budgeted revenue sources the past five fiscal 

years. See Table 1.1 for the collaborative’s revenue sources. The change in the 
revenue budget each year is in line with the change in the expenditure budget. 

7.3 Met The collaborative maintains their budget in School ERP Pro, their general ledger 
system. The chief financial officer is responsible for maintaining the budget in the 
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general ledger. The chief financial officer presents the amended budget to the board of 
directors in February, and they vote to approve it at the same meeting. The voted 
budget changes are entered into the general ledger system by the chief financial officer. 
The board of directors has voted to amend the budget each year in the last five fiscal 
years. 

7.4 Met Per review of the board of directors meeting minutes, the chief financial officer 
presents internally developed budget reports to the board of directors at every board of 
directors meeting. 

7.5 Met The collaborative did not overspend their total budget any of the last five fiscal 
years. In three of the last five fiscal years, the board of directors voted to use cumulative 
surplus funds to make up for revenue shortfalls. 

7.6 Met The collaborative pays 50 percent of the cost of medical insurance premiums and 
100 percent of dental insurance for eligible retired plan members and their spouses. 
The collaborative has accepted M.G.L. c. 32B § 20 and established an Other 
Postemployment Benefit (OPEB) Trust Fund in September 2021. The trust is managed 
by the collaborative’s treasurer who was designated as trustee. The collaborative has 
adopted a declaration of trust. The collaborative has not yet voted to move funds into 
the OPEB trust fund. 

CRITERION 8: TRANSPARENCY AND ACCOUNTABILITY 
CRITERION 8: Transparency and Accountability 

Financial transparency and accountability are key principles that guide collaboratives in 
their financial management and reporting practices.  
Financial transparency refers to the openness and accessibility of the collaborative’s 
financial information, allowing members to easily access, understand, and assess financial 
data. It involves providing clear financial information to the collaborative boards and 
member districts. Financial transparency is essential to build trust and confidence among 
member districts by ensuring that financial information is readily available, accurate, timely 
and used responsibly.  
Financial accountability is the concept of taking responsibility for the use of financial 
resources and being accountable for the results and consequences of financial decisions.  
Financial transparency and accountability go hand in hand, with transparency often being a 
means to achieve accountability. 
Indicators: 
8.1 Evidence of clear financial reporting mechanisms to the collaborative board. 
8.2 Evidence of timely annual independent financial audits with unmodified audit opinions 

with limited management letter comments; the results of which are communicated to the 
board. 

8.3 Evidence that findings or comments resulting from the audit are addressed in a timely 
manner. 
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8.4 Evidence that minutes of meetings and the results of annual audits are publicly 
available. 

Analysis: 
8.1 The reviewer will verify that quarterly reports are presented to the collaborative board. 
8.2 The reviewer will verify that the results of the annual independent audits have been 

communicated to the collaborative board. 
8.3 The reviewer will verify that any significant deficiencies or material weaknesses 

identified during the independent audit have been addressed and that corrective action 
plans have been written and implemented for any management letter comments. 

8.4 The reviewer will verify that board meeting minutes, annual independent audits and 
annual reports are publicly available on the collaborative’s website within a reasonable 
amount of time. 

Results: 
8.1 Met Per review of the board of directors meeting minutes, the collaborative provides 

internally developed financial reports to the board quarterly to bring back to their 
member districts. 

8.2 Met The audit firm presents the results of the audit to the board in October. The board 
is provided with printed and electronic copies of the audit reports. 

8.3 Met For fiscal years 2021 through 2025, the collaborative’s independent audits did not 
identify any significant deficiencies or material weaknesses. 

8.4 Met The collaborative’s website has the 2023-2024 annual report, the four most recent 
meeting minutes, and the last four years of independent audit reports. 

CRITERION 9: STRONG GOVERNANCE AND LEADERSHIP BY THE 
COLLABORATIVE BOARD 
CRITERION 9: Strong Governance/Leadership by the Collaborative Board 

Strong governance, led by competent and experienced leaders, can contribute to better 
financial decision-making and strategic planning, leading to a more financially stable 
collaborative. Strong governance refers to the system of decision-making, policy-setting, 
and oversight within the collaborative. The collaborative board is responsible for 
establishing policies, setting strategic goals and ensuring compliance with regulations. 
Strong leadership involves management (executive director, business manager, and 
treasurer) guiding the stakeholders toward achieving the collaborative’s goals. Financial 
conditions can fluctuate over time and maintaining a strong financial position requires 
ongoing monitoring, evaluation, and adaption to changing circumstances by experienced 
and competent leaders. The collaborative board in conjunction with the executive director, 
business manager, and treasurer should regularly assess the collaborative’s financial 
health and make necessary adjustments to achieve long-term sustainability and success. 
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Indicators: 
9.1 Evidence that consistent and accurate financial reports are delivered to the board on a 

regular schedule and indication that the board is actively reviewing financial information 
and acting on financial trends, as necessary. 

9.2 Evidence that the collaborative board fulfills all required duties and responsibilities as 
required by the regulations and the collaborative agreement. This includes evidence 
that each member school committee and charter school board received quarterly 
reports on collaborative business from their appointed representative to the 
collaborative board of directors and that they received the annual report and final audit. 

9.3 Evidence that the collaborative board is conducting annual performance evaluations as 
required in the regulations. 

Analysis: 
9.1(a) The reviewer will look at evidence that shows that the collaborative board is regularly 

assessing the collaborative’s financial health and making necessary adjustments to 
achieve long-term sustainability and success. This will be done through the review of 
minutes and through interviews. 

9.1(b) The reviewer will verify that collaborative board members attend scheduled meetings 
and are active and engaged voting members of the collaborative board. 

9.2 The reviewer will verify that collaborative board members fulfill duties as may be 
required by the regulations (603 CMR 50.00) and the collaborative agreement. This 
includes the appointed representative providing their school committee or charter school 
board at an open meeting the following: 
o The annual report and the annual independent audit. 
o Quarterly information and updates about the collaborative’s activities including, but 

not limited to, significant changes in programs, services, and budgets and any 
amendments to the collaborative agreement. 

9.3 The reviewer will verify that the collaborative board conducts annual evaluations of the 
executive director and treasurer, and that the board ensures that the executive director 
performs an evaluation of the business manager. 

Results: 
9.1(a) Met Per review of the board of directors meeting minutes, the treasurer discusses 

the state of the collaborative’s operating budget at every board meeting. Any 
adjustments to the budget are put into the general ledger system by the chief financial 
officer. 

9.1(b) Met The board of directors meeting minutes include an attendance roster and motion 
roll call votes for each of their board members. Per review of the fiscal year 2022, 2023, 
and 2024 meeting minutes, the collaborative’s board members do attend meetings and 
are actively engaged voting members. 

9.2 Not Met The fiscal year 2025 school committee agendas and meeting minutes were 
reviewed in three randomly selected member districts. There was no evidence in the 
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three member districts’ school committee meeting agendas and minutes of any other 
communication from the appointed representatives to their respective member districts. 

9.3 Met The collaborative provided the annual evaluations the board of directors performed 
for the executive director and the treasurer. The collaborative also provided the annual 
evaluation the executive director performed for the chief financial officer. 

CRITERION 10: COMPLIANCE WITH LEGAL AND REGULATORY 
REQUIREMENTS  
CRITERION 10: Compliance with Legal and Regulatory Requirements 

Compliance with all relevant financial regulations and reporting requirements ensures that 
the collaborative is operating within the bounds of the law and avoids potential penalties or 
legal issues. Massachusetts Education Collaboratives must follow, at a minimum, the 
requirements in M.G.L. c. 40 SS 4E, 603 CMR 50.00, and state public procurement laws. 
Indicators: 
10.1 The collaborative adheres to the financial requirements in M.G.L. c. 40, § 4E and 603 

CMR 50.00. 
10.2 Evidence that the collaborative has a finance team that has the skills, knowledge, and 

expertise to ensure that the collaborative is following the financial requirements of 
M.G.L. c. 40, § 4E and 603 CMR 50.00, and state procurement laws. 

10.3 In any fiscal year that a collaborative spends $750,000 or more in federal awards, a 
single audit in compliance with uniform guidance is required. The collaborative must 
have systems in place to accurately account for federal awards and to comply with 
federal award requirements. 

10.4 The collaborative is required to adhere to Massachusetts procurement laws including 
M.G.L. c. 30B regarding public procurement of supplies and services and M.G.L. c. 149 
§ 44A through § 44J which covers building construction contracts. State procurement 
laws are extensive and complex and require specific training. 

Analysis: 
10.1 The reviewer will verify that the collaborative adheres to the financial requirements in 

M.G.L. c. 40, § 4E and 603 CMR 50.00.  
10.2(a) The reviewer will verify that the collaborative has policies and procedures that 

ensure compliance with state and federal procurement laws. 
10.2(b) The reviewer will verify that the collaborative has a system to ensure compliance 

with state and federal procurement laws. 
10.3 The reviewer will verify that the collaborative has complied with the single audit 

requirements in any of the past five fiscal years that federal expenditures are $750,000 
or greater. 

10.4 The reviewer will verify the following: 

o If the collaborative has a designated procurement officer, do they have the MCPPO 
designation.  
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o If there are other individuals at the collaborative responsible for making final 
procurement decisions. 

Results: 
10.1 Met The collaborative adheres to the following financial requirements n M.G.L c. 40, § 

4E and 603 CMR 50.00: 
o Financial Accounting System. The collaborative maintains their general ledger in 

School ERP Pro. 
o Education Collaborative Fund. The collaborative maintains their educational 

collaborative funds in the general fund. 
o Revenues. The collaborative receives tuitions and service revenues as their main 

revenue source followed by state funds related to the recovery program and 
philanthropy revenue. All the collaborative’s revenue sources are accounted for in 
the general fund. 

o Purchasing. The collaborative’s chief financial officer is the designated procurement 
officer and has the MCPPO designation. All purchases/contracts subject to M.G.L. c. 
30b go through the proper procurement process. 

o Creating the Annual Budget. The chief financial officer starts to prepare a draft in 
November/December by meeting individually with each school administrator and the 
department heads to establish budget priorities. Once the new budget requests are 
approved by the executive director, the chief financial officer will create a preliminary 
budget. In March, the business manager presents the draft budget to the finance 
committee which meets a week before the board of directors. 

o Approving the Collaborative Budget. The chief financial officer presents the final 
budget proposal to the board of directors in March. The board of directors vote the 
proposed operating budget in April. 

o Amendments to Approved Budgets. Throughout the year, the collaborative 
continuously monitors any changes in enrollment or revenue that would affect the 
budget. The chief financial officer presents a financial update at every board of 
directors meeting using internally developed financial reports. In February, the chief 
financial officer presents the annual budget amendment to the board of directors 
which they vote to accept. The chief financial officer then records the amendments 
to the general ledger. 

o Borrowing. The collaborative requires any borrowings to be approved by the board 
of directors. 

o Limitation on Surplus Funds. The collaborative has not exceeded the 25 percent 
cumulative surplus in the past five fiscal years. Uses of the cumulative surplus funds 
are required to be voted by the board of directors. 

o Capital. In fiscal year 2017, the collaborative voted to establish a capital reserve 
fund with a limit of $650,000. 

o Annual Financial Statements. The collaborative’s financial statements for all five 
years include all necessary schedules. 
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o Audit. The collaborative has had an independent audit performed the last five fiscal 
years. 

10.2(a) Met The collaborative has included in their included in their business office 
procedures and accounting policies manual, written policies and procedures to ensure 
compliance with state and federal procurement laws. 

10.2(b) Met The collaborative requires almost all invoices have a purchase order. Excluded 
payments include utilities, leases, benefits, and transportation. All invoices are 
forwarded to the executive assistant to the executive director for review prior to creating 
a purchase order. The accounts payable coordinator works with the chief financial 
officer to ensure the purchase request complies with M.G.L. c. 30B before submitting for 
approval. The chief financial officer verifies the type of purchase, the purchase is within 
the budget or whether funds needs to be transferred from one line item to another for 
the purchase request. The collaborative does not receive any federal funds. 

10.3 Met The collaborative has not received or expended any federal funds in the last five 
fiscal years that require a single audit. 

10.4 Met The collaborative’s chief financial officer is the designated procurement officer 
and has the MCPPO designation. The chief financial officer makes the final 
procurement decisions. 

CRITERION 11: DOCUMENTED INTERNAL CONTROL SYSTEM 
CRITERION 11: Documented Internal Control System 

Internal control is a set of processes, policies, and procedures implemented by an 
organization to safeguard its assets, ensure financial accuracy, promote efficiency, and 
comply with laws and regulations. Below are five commonly recognized sub-criteria or 
principles of internal control. 
Control Environment: This criterion emphasizes the importance of establishing a positive 
and ethical control culture within the organization. It involves creating a tone at the top that 
sets the standard for ethical behavior, integrity, and accountability. A strong control 
environment encourages employees to follow established policies and procedures. 
Risk Assessment: Organizations should identify and assess risks that could affect their 
ability to achieve their objectives. This involves evaluating both internal and external factors 
that may impact the organization. Effective risk assessment helps in prioritizing control 
activities and allocating resources appropriately. 
Control Activities: Control activities are the specific policies, procedures, and practices 
put in place to mitigate risks and achieve organizational objectives. They include activities 
such as authorization processes, segregation of duties, reconciliation of accounts, and 
physical security measures. These controls help prevent errors, fraud, and inefficiencies. 
Information and Communication: Effective internal control systems rely on timely, 
relevant, and accurate information. It is important to ensure that information flows 
throughout the organization, both vertically and horizontally, to support decision-making 
and control processes. Communication should be open and transparent, enabling 
employees to understand their roles and responsibilities regarding internal control. 
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Monitoring: Continuous monitoring and evaluation of internal controls are essential to 
ensure they remain effective over time. This includes regular assessments, audits, and 
reviews of control activities. Monitoring helps identify weaknesses, deviations, or emerging 
risks so that corrective actions can be taken promptly to address them. 
Indicators: 
11.1 Evidence of a documented system of internal controls that addresses the listed 

criteria. 
11.2 Evidence of documented control activities that specifically address: 

o Cash and Investments 

o Revenue and accounts receivable 

o Capital assets 

o Purchasing, disbursements and accounts payable, including payroll 

o Debt and other long-term liabilities 

o Fund equity and cumulative surplus 

o Budgetary controls 

o Journal entries 

o General ledger maintenance  

o Financial reporting 
Analysis: 
11.1, 11.2 The reviewer will evaluate the collaborative’s documentation of a system of 

internal controls and verify that the system is working as intended. 
Results: 
11.1, 11.2 Met The collaborative has documented their system of internal controls which 

addresses the areas listed in indicator 11.2. The collaborative’s system of internal 
control appears to be working as intended per review of the system of internal controls 
documentation and comparing it to documentation provided along with interviews 
conducted with the executive director, chief financial officer, and treasurer. 

CRITERION 12: HUMAN RESOURCE POLICIES, PROFESSIONAL 
AND GENERAL LIABILITY INSURANCE 
CRITERION 12: Human Resource Policies, Professional and General Liability Ins 

Strong human resources (HR) policies and necessary insurance coverage are integral 
components of any successful collaborative, serving critical roles in the management and 
safeguarding of both the workforce and the collaborative’s assets. 
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The human resources department is at the core of employee management and is 
responsible for a wide range of functions that support the collaborative’s staff and overall 
mission.  
Insurance policies provide financial protection against various risks that the collaborative 
faces. They are vital in mitigating losses from unforeseen events. 
Indicators: 
12.1 Evidence that the collaborative has a human resource department or officer who is 

adequately trained to manage employee matters. Evidence that the collaborative has 
documented HR policies which are made available to employees and are regularly 
reviewed and updated as necessary. 

12.2 Evidence that the collaborative is maintaining necessary insurance coverage and they 
are current and in good standing. These include but are not limited to: 

o General liability insurance which protects against claims for bodily injury, property 
damage, and personal injury that occur on the collaborative’s property or as a result 
of its operations. 

o Professional liability insurance which covers claims arising from educational 
malpractice or negligence, failure to educate, and other professional errors or 
omissions. 

o Property insurance which insures against damage to the collaborative’s buildings, 
contents, and equipment due to covered perils such as fire, theft, or natural 
disasters. 

o Workers compensation insurance which provides benefits to employees who suffer 
work related injuries or illnesses, as required by state laws. 

Analysis: 
12.1 The reviewer will document the collaborative’s process for managing human 

resources. The reviewer will verify the collaborative has documented HR policies which 
they have made available to their employees.  

12.2 The reviewer will verify the collaborative maintains necessary insurance coverage. 
The reviewer will inquire as to whether the collaborative has additional insurance 
coverage such as cyber liability insurance. 

Results: 
12.1 Met The collaborative has an HR manager along with documented HR policies that 

are available to all employees. 
12.2 Met The collaborative maintains insurance coverage including the general liability, 

cyber security, auto, commercial insurance, and workers compensation. 

 


