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Some problemswer e discovered asaresult of an audit conducted by our officein response
totherequest of petitionersfrom the Camden Point Fire Protection Didrict, Platte County,
Missouri.

It appearsthe board has not aways provided documents requested by citizensto thoseindividuals
inatimely manner. In oneinstance, documents requested in November 1997 were not provided
until January 1998. In another instance, information requested in September 1998 was not
provided until January 1999.

The board met periodically for work sessions for various purposes. It appears that the board
believed these meetings were not subject to the provisions of Missouri’s open meetings law,
therefore, these sessionswere not posted nor were minutes maintained. However, it appearsthese
sessionsgeneraly included an initial review, discussion and coding of expensesincurred by the
district prior to being sent to the accountant for payment. Such activities constitute matterswhich
should be handled in public meetings.

In November 1998, the board enacted aformd policy regarding public accessto digtrict records.
Thispolicy provided that the person requesting such records would be responsible for the costs of
producing and copying the records and that the custodian of recordswould be paid $50 per hour
for thetime spent responding to such requests. The $50 per hour charge was subsequently reduced
to $25 per hour. Considering the work involved in producing and copying recordsistypicaly
clericd in nature, the $25 per hour charge may il be excessive and have the effect of discouraging
information requests.

The board has not ensured that board members are notified when their term expires or that the
proper board member hasrun for reglection. Asaresult, in April 1997, one board member ran for
reel ection even though it was another board member’ sterm which wasdueto expire. Inaddition,
the board has not ensured the publicisgiven timely notice of upcoming board electionsor alowed
the public therequired amount of timeinfiling for office. For boththe April 1997 and April 1995
elections, the board failed to publish timely noticesof the open position and upcoming election as
defined by statelaw. Possibly because of the manner in which the el ection notices were handled,
the respective board members running for reelection ran without opposition in both of these
elections.
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The board entered into |ease-purchase agreementsto finance the congtruction or purchase of thefire station
buildinganddigtrict vehicles. Theselease-purchaseagreementsincludeprovisionsthat imposeasubstantia
feefor termination of theagreements, effectively diminatingtheboard’ sability toterminatetheagreements.
If the board had terminated theleases at the end of 1998, the termination fees on the building and vehicle
leases would have totaled $137,147. In comparison, the principal balance on the two |eases totaled
$175,671, at that time. Considering the extent of the termination fees, it is apparent the termination
provisionswould never be exercised. It appearsthe board has effectively entered into long-term debt
without a vote of the district’ s taxpayers, which is required by the Missouri Constitution.

Thedistrict’ s salestax exemption was used to make purchases totaling about $1,100, by or on behdf of
private entities or individuals. While the district was reimbursed for the cost of the items, those
entities/individua s avoided paying sdestax on these purchases. Although digtrict officiasindicated these
purchaseswere not madeto avoid paying saestaxes, the sdlestax exemption should not be used to benefit
private entities or individuals.

The board approved expendituresin excess of the approved budget for 1997 and 1998, and the budgets
did not include all required and necessary information. In addition, thedistrict has not alwaysfiled an
annual financial report with the State Auditor’ s office as required.

It appears the board failed to adequately follow up on the refund of a $500 deposit made on afire truck
being considered for purchase and, as aresult, did not receive the refund in atimely manner. Travel
expenditures made from a cash advance for district representatives sent to inspect the truck were not
adequately documented and the remaining funds were not accounted for fully.

The board has contracted with a private accountant to handle its bookkeeping duties, but the district
performs no independent review or oversight related to the records or duties of this accountant. The board
did not document its gpprova of al expenditures made by the digtrict, and the check register of the district
was not maintained accurately. Theboard did not retain al voided checks, and no financial report was
available to the board at various board meetings.



CAMDEN POINT FIRE PROTECTION DISTRICT
PLATTE COUNTY, MISSOURI

TABLE OF CONTENTS
Page

STATE AUDITOR'S REPORT ......oiiiiiiiiistie ettt st sae st s sbesnee e e sbeeneesneessesnee e 1-2
HISTORY AND ORGANIZATION ..ottt st e e sse et sneesne e 3-4
MANAGEMENT ADVISORY REPORT .....c.utiiiieieeee sttt nee e 5-21
SUMMARY OF FINDINGS ... oot sttt sbe et be e s nee e 6-7
Number Description

1 Board Meetings and RECOITS...........ooiiiiiiiiiie e 8

2. DIStIICE EIECHONS......coeieieeieee ettt e 11

3. EXPENAITUIES ... ettt sttt 12

4, FIr@ TruCK PUICHESE ...t 15

5. Lease PUrChase AQreemMENTS.........ooieiiierieee et s 17

6. Budgetary Practices and Financial REPOITING .......cccceveriirieneniie e 18

7. Accounting Controls and ProCedUIES...........cooiiiereriineene e 19



T -y
g

gt
s e
! |1_"-'“r.:-' '%.__:'
T - el Pl

*;'.-'x_ -"ﬂ'._.__l"u- /

= .
AL rog i
il

CLAIRE C. McCASKILL

Missouri State Auditor

L

o,

b

To the Board of Directors
Camden Point Fire Protection District
Platte County, Missouri

The State Auditor was petitioned under Section 29.230, RSMo, to audit the Camden
Point Fire Protection District, Platte County, Missouri. The fire protection district had engaged
Karlin and Unger, Certified Public Accountants, (CPA firm), to perform a financial audit of the
district for the year ended December 31, 1998. To minimize any duplication of effort, we
reviewed the report and substantiating working papers of the CPA firm. Our audit of the fire
protection district included, but was not limited to, the year ended December 31, 1998. The
objectives of this audit were to:

1. Perform procedures we deemed necessary to evaluate the petitioners concerns.

2. Review compliance with certain constitutional provisions, statutes, and attorney
genera's opinions as we deemed necessary or appropriate in the circumstances.

3. Review certain management practices which we believe could be improved.

Our audit was made in accordance with generally accepted government auditing
standards and included such procedures as we considered necessary in the circumstances. We
also reviewed board minutes, policies, and various fire protection district financial records.

Our audit was limited to the specific matters described above and was based on selective
tests and procedures considered appropriate in the circumstances. Had we performed additional
procedures, other information might have come to our attention which would have been included
in this report.

The accompanying History and Organization is presented for informational purposes.
This information was obtained from the fire protection district and was not subjected to the
auditing procedures applied in the audit of the fire protection district.
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The accompanying Management Advisory Report presents our findings and recommendations
arigng from our audit of the Camden Point Fire Protection Didtrict, Platte County, Missouri.

(o NGl

Claire McCaskill
State Auditor

May 4, 1999 (fieldwork completion date)
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CAMDEN POINT FIRE PROTECTION DISTRICT
PLATTE COUNTY, MISSOURI
HISTORY AND ORGANIZATION

The Camden Point Fire Protection Digtrict, Platte County, Missouri, isafireprotection district established
pursuant to Chapter 321, RSMo. Thedistrict wasorganized following voter gpprova in April 1989. It had
previoudy existedas an unincorporated volunteer fire department since 1962. 1t coversapproximately 18
sgquare miles in Platte County, Missouri and has one fire station.

The district government consists of a three-member Board of Directors who serve as the president,
secretary/treasurer, and director for the district. The directors are elected for six-year terms. The board
and dl digtrict personnd servewithout compensation. The Board of Directorsand Fire Chief at December
31, 1998, were:

Elected Officials Term Expires chnt
Fred McDaniel, Chairman (1) April 1999 $ 10,000
Steve Folck, Secretary/Treasurer  April 2003 10,000
Robert Wright, Director April 2001 10,000
Other Principa Official

Walt Stubbs, Fire Chief None

(@D Kurt Dutcher was elected to the board in April 1999. Robert Wright was appointed Chairman
in April 1999.

The district’ s assessed valuation and tax rate information for 1998 are as follows;

ASSESSED VALUATION

Real estate $ 8,240,220
Personal property 2,995,823
Total $ 11,236,043

TAX RATE PER $100 ASSESSED VALUATION

Generd $

Total $ 5

[a
01 101

At December 31, 1998, the district had 17 volunteer firefighters.
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CAMDEN POINT FIRE PROTECTION DISTRICT
PLATTE COUNTY, MISSOURI
SUMMARY OF FINDINGS

Board Meetings and Records (pages 8-11)

Some activity conducted by the board in work sessions gppearsto be activity which islimited to
openmeetings. A tentative agendaof mattersto be discussed in the regular board meetingsis not
posted. Minutes were not generaly maintained for closed meetings, the purpose for the closed
sessionor thereated vote was not aways disclosed, and atopic was discussed in aclosed meeting
which did not appear to be for a purpose dlowed by law. The board has not always provided
documentsrequested inatimely manner and the board’ sestablished chargefor document research
may not be reasonable.

Didtrict Elections (pages 11-12)

In April 1997, one board member ran for redlection athough another board member's term had
actudly expired. Inaddition, the board has not provided the public with timely notice of pending
elections or alowed the proper amount of time for filing.

Expenditures (pages 12-15)

Origind invoiceswerenot retai ned to support someexpendituresand someinvoices’billswerenot
paid in atimely manner. District monies were expended for items which were not necessary to
operate the digtrict. Charges incurred for persona telephone cals made from district telephones
were paid by the district and not reimbursed. The district's sales tax exemption was used to
purchase items for private entities and individuals, thereby avoiding sales tax.

Purchase of Fire Truck (pages 15-16)

The board failed to follow up on the refund of a $500 deposit made on afire truck being
congdered for purchase and, as aresult, did not receive the refund in atimely manner. Travel
expenditures madefrom acash advance were not adequately documented and theremaining funds
were not accounted for fully.

L ease Purchase Agreements (page 17)

The board entered into |ease purchase agreements to finance the construction or purchase of the
firestation building anddistrict vehicles. Theselease purchase agreementsinclude provisionsthat
imposeasubstantial feefor termination of the agreements, effectively eiminating the agreements
annual renewal option.



Budgetary Practices and Financial Reporting (pages 18-19)

The board approved expendituresin excess of the approved budget for the years ended December
31, 1998 and 1997, and the budgets did not include al required and necessary information. In
addition, the digtrict has not dwaysfiled an annua financid report with the State Auditor’ soffice
as required.

Accounting Controls and Procedures (pages 19-21)

The board has contracted with a private accountant to handle its bookkeeping duties, but the
digtrict performs no independent review or oversight related to the records or duties of this
accountant. Theboard did not document itsapproval of al expendituresmade by thedistrict, and
the check register of the district wasnot maintained accurately. Theboard did not retain al voided
checks, and no financia report was available to the board at various board meetings.



CAMDEN POINT FIRE PROTECTION DISTRICT
PLATTE COUNTY, MISSOURI
MANAGEMENT ADVISORY REPORT

Board Meetings and Records

During theaudit period, it appearsthe board met periodically for work sessonsfor various
purposes. It appears that the board believed these meetings were not subject to the
provisions of Chapter 610, RSMo, the open meetingslaw. Asaresult, these sessions
were not posted nor were minutes maintained.

According to board members, these sessions generally included an initial review and
discussion of expensesincurred by the district and adetermination of how expenditures
should be coded prior to being sent to their accountant for payment. 1t appearsthat such
activities constitute matters discussed or actions taken by the board which should be
conducted in public meetings.

Section 610.010, RSMo Cum. Supp. 1998, indicates that any meeting of a public
governmental body at which any public businessis discussed, decided, or public policy
formulated is subject to the provisons of the open mestingslaw. Whileinforma gatherings
of agovernmenta body for ministerid or socid purposes do not condtitute public meetings,
it appears the activity conducted in the work sessions as discussed above should be
handled in public meetings.

Assuming thesework sessions constitute public meetings, the requirements of Chapter
610, RSMo, apply, including the requirement to post the meetings and the preparation of
minutes documenting any actionstaken or decisions made at the meetings. 1n addition,
consdering the limited activity and operations of the district, the need for any work
sessions should be minimal.

The board holds regular meetings on the fourth Monday of each month. Notice of the
regular board meetings is continuously posted at the fire station; however atentative
agendaindicating what isto be discussed at the monthly board meeting is not posted as
required. Section 610.020, RSMo Cum. Supp. 1998, requires atentative agendato be
included in the notice posted for an upcoming meeting.

The board conducted businessin closed meetings on various occasions. Section 610.021,
RSMo Cum. Supp. 1998, allowsthe board to discuss certain subjectsin closed meetings,
including litigation, real estatetransactions, and personnel matters. During our review of
this area, the following concerns were noted:



1) Minutes were not generally maintained to document matters discussed during the
closed meetings. In the absence of closed meeting minutes, thereisno evidence
the closed discussions or businessrelated to the specific reason(s) announced for
closingthemeeting. In addition, although minutesfor closed meetings are not
specificaly required by law, minutes congtitutetherecord of the proceedingsof the
board. Failureto maintain such minutes resultsin an inadequate record of district
transactions, proceedings, and decisions.

2) When the board closed its meetings, the minutes did not always indicate the
reason(s) for closing the meeting or the related vote for closing the meeting.
Section 610.022, RSM o Cum. Supp. 1998, requiresthat before any meeting may
be closed, the question of holding the closed meeting shall be voted on at an open
session. The vote and the specific reason listed in Chapter 610, RSMo, for
holding the closed meeting should be entered into the regular meeting minutes.

3) In oneinstance atopic discussed in aclosed meeting did not appear to meet the
criteria outlined in Section 610.021, RSMo Cum. Supp. 1998. The board
discussed and gpproved acontract for dispatching services with the Platte County
Sheriff in aclosed session in September 1998. The board should restrict the
discussionin closed sessionsto the specific topicslisted in Chapter 610, RSMo.

It appearsthe board has not always provided documents requested by citizensto those
individualsin atimely manner. We noted one instance where an individual requested
documentsin writing on November 25, 1997; however, some of thisinformation was not
provided until January 1998. In another instance, on September 28, 1998, this same
individua requested additional information from thedistrict but it wasnot provided until
January 1999.

Section 610.023.3, RSMo Cum. Supp. 1998, states, "Each request for accessto apublic
record shall be acted upon as soon as possible, but in no event later than the end of the
third businessday following the date the request isreceived...The period for document
production may exceed three days for reasonable cause.”

Board membersindicated that there were various reasons why these documents had not
been rel eased, including some confusion regarding the items requested, the fact that some
of the documents were kept off-site, and (in the case of the latter request) that the board
had not devel oped aformal policy regarding public accessto digtrict records. However,
the reasons given by the board do not appear to adequately explain or justify thedelay in
producing these documents.

On November 23, 1998, the board enacted aformal policy regarding public accessto

district records. Thispolicy provided that the person requesting such records would be
responsiblefor the costs of producing and copying the records and that the custodian of
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records would be paid $50 per hour for the time spent responding to such requests. The
$50 per hour charge was subsequently reduced to $25 per hour. Considering thework
involved in producing and copying recordsistypicaly clerica in nature, the $25 per hour
charge may still be excessive and have the effect of discouraging information requests.

Section 610.026, RSMo Cum. Supp. 1998, alowsthe board to prescribe reasonable fees
for providing accessto or furnishing copies of public records, not to exceed the actua cost
of document search and duplication. The board should reevaluate the current hourly fee
and ensure that fee and any others are reasonable, do not exceed actua costs, and are
consistent with the spirit and intent of the applicable statute.

WE RECOMMEND the Board of Directors:

A. Ensure activity required to be conducted in open meetingsishandled in accordance with
the provisions of Chapter 610, RSMo. Thiswould include board's reviews, discussion,
and approva of expensesincurred by the digtrict. In addition, the board should review the
need for work sessions considering the limited operations of the district.

B. Ensure the notices posted advising the public of upcoming meetingsinclude tentative
agendas as required by state law.

C.1) Ensurethat minutes are maintained for closed meetings.

2)  Ensurethat the regular minutes document thevoteto go into closed session and statethe
reason(s) for doing so as required by state law.

3) Ensure any matters discussed in closed meetings are limited only to those subjects
specifically alowed by state law.

D. Ensurethat documentsrequested by citizensare provided to thoseindividuadsinatimely
manner as required.

E. Reevauate the hourly fee related to document requests and ensure any fees charged are
reasonable, do not exceed actua costs, and are cons stent with the spirit and intent of the
applicable statutes.

AUDITEE'S RESPONSE

A. The Board of Directors concurs and indicated it has taken action to address this situation.
B,C.1.

&C.2. The Board of Directors concurs and indicated these recommendations have already been
implemented.
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C.3. TheBoard of Directorsindicated it would ensure that only appropriate matters are discussed
in closed session; however, those members who were on the board at the time believe that
theinstance cited in thisfinding met the legal criteria for it to be discussed in closed session.

D&E. The Board of Directors concurs.

2. District Elections

Duringareview of digtrict dectionsand therdated procedures, thefollowing concernswere noted:

A.

The board has not ensured that board members are notified when their termsexpire or that
the proper board member has run for reelection. Asaresult, in April 1997, Board
Member Folck ran for reelection even though it was Board Member McDaniel'sterm
which was dueto expire. Board Member Folck'sterm was actudly dueto expirein April
1999. This error was brought to the attention of the board in August 1998, and
subsequently Board Member McDaniel was regppointed to the board until the April 1999
election.

To ensuretheintegrity of the eection process, procedures should be established to ensure
that the board members are advised when their terms are due to expire and that the proper
board member runs for reelection, if applicable.

Theboard has not ensured the publicis given timely notice of upcoming board elections
or alowed the public the required amount of timeinfiling for office. Section 115.127.5,
RSMo 1994, provided that the political subdivision or specid district calling an election
was required to notify the general public by a newspaper publication of the upcoming
election beforethe thirteenth Tuesday prior to any election of the office(s) to befilled. In
addition, that statute provided that candidates for office could file for office from the
thirteenth Tuesday prior to the election to the ninth Tuesday prior to the election.

For boththe April 1997 and April 1995 dections, theboard failed to publishtimely notices
of the open position and upcoming el ection as defined by Section 115.127.5, RSMio 1994.
Thenoticeswere published 2 and 16 days|ater than the statutory deadlinefor the 1997
and 1995 elections, respectively. In addition, athough that statute provided that potentia
candidates were alowed four weeksto filefor office, the notices published earlier closing
dates and allowed only 6 days and 13 daysto file for the 1997 and 1995 elections,
respectively. Possibly becauseof themanner inwhich the el ection noticeswere handled,
the respective board members running for red ection ran without opposition in both of these
elections.
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It should be noted that Section 115.127.5, RSM o, was revised effective August 1997, and
thedistrictisnow required to give published notice of an upcoming election beforethe
fifteenth Tuesday prior to the el ection and that candidates areto be allowed tofilefor the
officefrom thefifteenth Tuesday to the eleventh Tuesday prior totheelection. It appears
the district made amore concerted effort to follow the provisions of the law prior to the
April 1999 dection. Although the notice was published two days|ater than the Satutory
deadline, the publication indicated afour week period for filing as required.

WE RECOM M END the Board of Directors:

A. Ensure board members are notified when their terms are about to expire and that the
proper board member runs for reglection, if applicable.

B. Ensure that notice of upcoming board elections is published in atimely manner and
candidates are given adequate timeto file for office in accordance with the applicable
statute.

AUDITEE'S RESPONSE

A&B. TheBoard of Directors concurs, however, the board indicated this situation occurred partly
because of a change in the county's classification which resulted in the board becoming
responsible for election-related matters which had previously been handled by the county.

3. Expenditures

A. Origina invoiceswerenot retained to support somedisbursements. Examplesof instances
whereinvoiceswere not retained included chargeticketsfor fuel and purchasesmadefrom
Sam'sClub. Inaddition, we noted several instanceswhere expensesincurred by board
memberson behalf of thedistrict were supported only by an expense reimbursement form,
with no supporting documentation attached. For example, a computer purchased for
$2,464 was supported only by an expense reimbursement form.

To ensureal purchases madefrom district funds are appropriate expendituresand are
adequately documented, original invoices should be maintained to support al
disbursements.

B. Severd instances were noted where invoices were not paid in atimely manner. For
example, we noted that in October 1997, abill from Sam's Club was not paid by the
applicabledeadline. Asaresult,a$10late payment fee was assessed. Procedures should
be adopted by the district to ensure the timely payment of invoices/bills.
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The district spent $909, $374, and $779 during the years ended December 31, 1998,
1997 and 1996, respectively, on annud firefighter banquets, children's Christmasgifts, and
flowers for the funerals of former firefighters and board members families.

These disbursements do not appear to be necessary or prudent uses of public funds.
Expenditures such asthese could be funded through afirefighters contribution fund or
association. Thedidrict' sresdentshaveplaced afiduciary trust intheir public officidsto
spend tax revenues and fees in a necessary and prudent manner.

Thedistrict spent approximately $732 and $924 during the years ended December 31,
1997 and 1996, respectively, for charges related to the district cellular telephone.
According to the board, this cellular telephone was used primarily by Board Member
Wright during this period. During our review of the cellular telephone bills, we noted
personal callstotaling $89 and $82 during 1997 and 1996, respectively, whichwerepaid
for by the district. When we discussed this matter with Board Member Wright, he
indicated that he had used the cellular phone to make personal callswhiletraveling on
district business; however, heindicated that he had offered to repay the district for these
cdls. According to him, the board did not require him to reimburse the didtrict for the cost
of thesecdls. Inaddition, besidesthe persond calsmadefromthe cellular phone, weadso
noted similar persond calls of alesser anount made from the telephone at the fire station.

The payment of telephone charges related to personal calls made by district
official/personnel does not appear to be anecessary or prudent use of digtrict funds. The
board should ensure any chargesrelated to personal cals made on district telephonesare
repaid by the applicable individuals.

The cdlular phonewasingtaledin one of the district's vehiclesin 1998, and we did not
note any similar problemsin that year.

We noted instances where the district's salestax exemption was used to make purchases
by or on behdf of private entitiesor individuals. Although the district was subsequently
reimbursed for the cost of thoseitems which wereinitially paid for by the digtrict, those
entitiesindividua s effectively avoided paying saestax on these purchases. Theinstances
noted include the following:

1) In December 1996, Board Member McDaniel purchased acomputer and related
equipment for the district office on apersona credit card. Included with this
purchase were al so items he purchased for his personal use costing $549. The
entire purchase was made using the district's tax exemption.

2) In August 1996, supplies costing $46 were purchased for apolitical organization
using the district's charge account.
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3) Digtrict officid sindicated that they encouragethefirefightersto buy persond items
from district suppliersto get discounts given to the district. In June 1997, we
noted afirefighter ordered tires costing $544 from adistrict supplier which were
initially paid for by the district.

Even though district officia sindicated these purchaseswere not madeto avoid paying
salestaxes, asaestax exemption granted to apalitical subdivision should not be used to
benefit private entities or individuals. Doing soisaviolation of the salestax exemption
letter.

WE RECOM M END the Board of Directors:

A.

Ensureall disbursementsaresupported by paid receiptsand/or vendor-provided invoices
and other supporting documentation.

Develop procedures to ensure that all invoices/bills are paid in atimely manner.
Limit expenditures to only those necessary to properly operate the district.

Ensure the costs of any persond calls made on district telephones are reimbursed by the
applicableindividuals.

Ensurethe salestax exemption of thedistrict isnot used for the benefit of private entities
or individuals.

AUDITEE'S RESPONSE

A&B. The Board of Directors concurs and has taken steps to implement these recommendations.

C.

D.

The Board of Directors will take this recommendation under consideration.

The Board of Directorswill review this situation and establish a policy related to this area.

Board Chairman Wright provided the following response:

The audit draws attention to personal calls | made using the district's cellular and office
telephones. Over two years, this amounted to $171, or $7.12 per month, on the cellular
phone. Calls on the district's office phone involved even less money. There are several
points | would like to make about this:

1)

Asisindicated in the audit report, | offered to compensate the district for those calls.
That offer was refused by the Board of Directors. The reason for the board's refusal

requires some explanation. During the period of time in question, | was volunteering
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2)

enormous amounts of time toward effortsto upgrade the district's fire apparatus and
resolve some complex insurance issues (one of which involved a chemical spill on |-
29 to which the district responded). | was, in essence, working full time for the
district as a volunteer.

Much of thiswork required local and out-of-district travel. Whiletraveling, | would
occasionally check-in with my family. | was also receiving some free legal advice on
some of the insurance issues from my daughter-in-law who is an attorney. Asis
known by the board, | was reimbursed for far less than half my out-of-pocket costs
for thistravel. So when | offered to compensate the board for the personal use of
the cellular phone, this offer was refused as a small token of appreciation for the
time and travel expenses | was volunteering to the district.

In retrospect, | should have detailed the travel costs, deducted the small amount of
the personal use of the cellular phone, and shown the balance as a donation to the
district. But the point here is simple: because | was saving the district literally
thousands of dollars, the board refused to accept my payment for the cellular phone
expenses because of its appreciation for this work.

There was an implication in the audit report that all the personal calls on the
district's office phone were mine. That isfar fromtrue. During the time in question,
the district's policy was that all volunteers working for the district could use the
office phone for personal calls while they were donating their time and efforts at the
fire station. As the audit clearly indicates, there has never been abuse of this
privilege by me or any of the other district volunteers. Again, while this may not
have been the technically correct approach, it only seems to be the right thing to do
given the vast number of hours and out-of-pocket dollars these volunteers have
donated to the district.

The Board of Directors concurs.

Board Chairman Wright provided the following response:

The audit makes some reference to a $46 purchase made for a political organization using
the district's tax exempt status at a local discount store. This was an inadvertent mistake
that | made while working for the Platte County Democratic Party. | brought this mistake
to the attention of the district's auditing firm and financial officer to make sure all

appropriate corrective steps were taken. Obvioudy this mistake did not cost the district one
cent. Just for the record, | wanted to make it clear that actions were taken to correct this
mistake beginning literally the day after the mistake was made and long before the state
audit or even discussions of a state audit.

Pur chase of Fire Truck ||
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During 1996, the board decided to purchase a used fire truck to replace an aged truck that no
longer met the department'sneeds. Whilelooking through publications, board officidslocated a
truck in Louisanawhich interested them. Asaresult, the board decided to send one board
member and two other digtrict personne to ingpect thistruck. Thefollowing concernswere noted
during our review of this situation:

A. Prior to these three people leaving for Louisiana, the board contacted the company sdlling
thetruck to expressitsinterest. Thiscompany indicated that it could not guaranteethefire
truck would be there when the district's representatives arrived unless a deposit was
provided. Asaresult, the board sent the company a$500 deposit onthetruck. Oncethe
district'srepresentativesinspected thetruck, the district decided not to buy it becauseit
was flood damaged.

Board officialsindicated they attempted to secure arefund of thisdeposit; however, they
wereunsuccessful indoing so. During our review, we contacted the applicable company
and weretold that a$500 refund check had been issued to the district in January 1997,
but the check had never cleared. The company indicated the refund check would be
reissued if it recelved awritten request from thedistrict. After webrought this matter to
the attention of the district, such a request was submitted and the $500 refund was
received in May 1999.

It appears the board did not do an adequate job of following up on thisrefund. Had it
done so, the refund would have been received in a much more timely manner.

B. A $1,500 cash advance was provided to the district’ s representatives to pay for the
expensesrelating to thetripto Louisiana. Upon returning from thetrip, receiptstotaling
$543 were presented; however, $127 in additional costs claimed were supported only by
handwritten notes. In addition, $740 was returned and deposited into the district's
account, leaving $90 unaccounted for.

All cash advances should have documentation to support the validity and reasonableness
of travel cogtsincurred and any unspent monies should be promptly returned to the didtrict.

WE RECOM M END the Board of Directors:

A. Ensure any monies due the district are aggressively pursued in the future.

B. Ensure the expensesrelated to any travel advances are fully and adequately accounted for
and any remaining funds are returned to the district.

AUDITEE'S RESPONSE
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The Board of Directors concurs with the recommendation; however, those members who
were on the board at the time believe adequate efforts were made to recover the deposit.
Such efforts will be documented better in the future.

The Board of Directors concurs.

L ease Purchase Agreements “

In March 1990, the board entered into alease-purchase agreement for the fire station building.
The agreement essentially served to provide $55,000in financing to construct the building. The
agreement provided for annual |ease terms, renewable for up to a maximum of twenty years.
Similarly, in March 1997, the board entered into alease-purchase agreement for three vehicles,
including anewly acquired firetruck. Thisagreement provided $158,502 in financing, with annua
lease terms renewable for up to a maximum period of ten years.

While these |ease purchase agreements contain provisions allowing the board to cancel the
respective leases annually, each of the agreements requires the district to pay a significant
termination feeif the digtrict terminatesthe lease prior to the purchase of the property. If the board
had terminated the | eases at December 31, 1998, the termination feeson the building and vehicle
leaseswould have been $38,350 and $98,797, respectively. Incomparison, theprincipal balance
on thetwo leasestotaled $175,671, at that date. Considering the extent of the termination fees,
it isapparent the termination provisionswould not ever be exercised. It appearsthe board has
effectively entered into long-term debt without a vote of the district's taxpayers.

Article VI, Section 26(a) of the Missouri Congtitution providesthat no political subdivision of the
state shdl become indebted in an amount exceeding in any year the income and revenue provided
for such ayear plus any unencumbered baances from previousyears. Article V1, Section 26(b)
of theMissouri Congtitution allowspalitical subdivisonstoincur debt by bond issue, but only after
approval of two-thirds of the qualified voters of that political subdivision.

It isnot uncommon for political subdivisonsin the sate to acquire buildings and equipment through
lease purchase arrangements. However, the termination fee provisions of these two agreements
arenot common provisionsin agreements of thisnature and appear to effectively eliminatethe
district's ability to terminate the agreements.

WE RECOMMEND the Board of Directors consider the constitutional debt restrictions when
entering into any future lease purchase agreements. Any such agreement should be structured to
provide aannua termination clause that is not effectively voided by another provision(s) of the
agreement.

AUDITEE'S RESPONSE
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The Board of Directors concurs.

6. Budgetary Practices And Financial Reporting “

A. It appearsthat the board has not periodically compared actual expendituresto amounts
budgeted. Asaresult, during the years ended December 31, 1998 and 1997, the board
approved expenditures of $8,412 and $3,256, respectively, in excess of budgeted
amounts. The board did not amend the district's budgets for these excess expenditures.

Section 67.040, RSMo 1994, requires the board to keep expenditures within the
budgetary limits unlessthe board adopts a resol ution setting forth the facts and reasonsfor
the excess expenditures. In addition, for the Board of Directors to have an accurate
assessment of thedigtrict'sfinancia activity, and to dlow for timely adjustment to budgets
or anticipated activities, the board should periodically review the actua revenues and
expenditures and compare them with budgeted amounts.

A similar condition was reported by the fire protection district's independent auditors.

B. The budgets approved by the board do not include dl required and necessary information
asfollows:

1) Thedigtrict budgets do not include a budget message, the beginning cash balance
or the projected ending cash balance for district funds.

2) Thebudgetsdo not includeacomparative satement of actual or estimated receipts
and disbursements for the two previous years. Amounts for the two previous
yearsprovide comparativeinformation to hel p eval uate the reasonabl eness of the
budget estimates for the upcoming year.

Section 67.010, RSM o0 1994, requires each political subdivision of the stateto prepare
an annua budget with specific information. A complete and well-planned budget, in
addition to meeting statutory requirements, can serve as a useful management tool by
establishing specific cost expectationsfor each area. A complete budget should include
appropriate revenue and expenditures estimations by classification, and include the
beginning available resources and reasonabl e estimates of the ending availableresources
of dl funds. The budget should dso include a budget message and comparisons of actud
revenues and expenditures for the two preceding years.

C. Section 105.145, RSMo 1994, requiresthedidtrict to fileafinancial report with the State
Auditor'sofficeannualy. Thedigtrict did not file an annua financid report with the State
Auditor’ sofficefor the year ended December 31, 1996. Thefinancid report isto befiled
within four months after the end of the digtrict'sfiscal year (the requirement issix months
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after theend of thefiscal year if an audit report prepared by acertified public accountant
(CPA) isfiled).

The digtrict should ensure annud financia reports are filed with the State Auditor's office
in accordance with Section 105.145, RSMo 1994.

WE RECOM M END the Board of Directors:

A.

Periodically compareactud revenuesand expenditureswith budgeted amountsand ensure
actual expendituresarekept within budgetary limits. If it gppearsexpendituresaregoing
to exceed budgeted amounts, abudget revision should be properly adopted by resolution.

Ensure the annual budgets containall required and necessary information, including a
budget message, the beginning and proj ected ending cash balances, and acomparative
statement of actual receipts and disbursements for the two previous years.

Ensureannud financia reportsarefiled with the State Auditor'soffice asrequired and that
such reports are filed within four months after the end of the digtrict'sfiscal year (or Six
months after the end of the fiscal year if a CPA audit report isfiled).

AUDITEE'S RESPONSE

A-C. TheBoard of Directors concurs.

Accounting Controls and Procedures “

During our review of the board's accounting procedures the following concerns were noted:

A.

Thefire protection digtrict has not hired an employee to handleits accounting records, but
instead has contracted with a private accountant for those services. This accountant's
duties include recording and depositing receipts, preparing checks, recording
disbursements, and reconciling the bank accounts. Thedistrict performsno independent
review or oversight related to the records or duties of this accountant.

In addition, prior to April 1999, this accountant served asthe only signatory on dl digtrict
checks, with no board co-signature required. Thisweaknesswas reported to the board
by itsindependent auditor in March 1999, and subsequently the board began signing all
checks and making all deposits.

To safeguard against possible loss or misuse of funds, the Board of Directors should

congder performing anindependent review of the bank statements, bank reconciliations,
and other accounting records maintained by the private accountant on aperiodic basis.
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In addition, the board should continue to ensure all checks are signed by a designated
member(s) of the board.

Although there was reference in the board minutes to a few specific invoices being
approved for payment, the board did not adequately document its approval of all
expenditures made by the digtrict. Invoicesfor billswere retained in thefiles, but these
invoicesarenot signed or initialed by the board members, and a supplementary listing of
al disbursements gpproved for payment by the board was not prepared to accompany the
minutes. In addition, we noted one instance where an expenditure was gpproved after the
disbursement had been made.

To adequately document the board’ sreview and approva of al disbursements, acomplete
and detailed listing of bills should be prepared, signed or initialed by the board to denote
itsapproval, and retained with the official minutes. Inaddition, al district disbursements
should be approved before they are incurred.

This condition was similarly noted by the fire protection district's independent auditors.

Various problems were noted regarding the issuance of district checks and the check
register maintained by the private accountant as follows:

1 We noted that anumber of check numberswere skipped. Whilewe were able
to account for some of these check numbers, we were unableto do so for others.

2) Some check numbers were recorded in the check register more than once.
3) Checks were not always recorded in the check register in numerical order.
4) Thecheck register did not alwaysaccurately identify the purpose of the payment.

5) Information included on the check register did not always agree to the checks
issued.

To adequately account for al disbursements, the board should ensure the check register
is accurately maintained. Check numbers should be recorded only once, recorded in
order, and their numerical sequence should be accounted for properly. In addition, to
properly account for the expenditure of district monies, the check register should
accurately identify the purpose of each payment, and information included in the check
register should be agreed to checks written.

The board does not retain dl voided checks. To ensure dl checks are properly accounted
for, all voided checks should be properly defaced and retained.
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E. According to the board meeting minutes, afinancial report was unavailable at severa
board meetings. A financial report should be available to the board at all meetingsto
ensurethat board membershave current information availablewhen making decisonsthat
impact the district's financial condition.

Thiscondition wassmilarly reported by thefire protection digtrict'sindependent auditors.

WE RECOMMEND the Board of Directors:

A. Consider performing a periodic independent review of the bank statements, bank
reconciliations, and other records maintained by the private accountant. In addition, the
board should continue to ensurethat all checks are signed by a designated member(s) of
the board.

B. Ensuretheapproval of al disbursementsisadequately documented by including alisting
of all approved disbursementsin the board minutes and ensure that all expenditures are
approved by the board before they are paid.

C. Ensure the check regigter of the digtrict is adequately maintained. Check numbers should
be accurately posted and the numerical sequence of check numbers should be accounted
for properly. Inaddition, the check register should accurately identify the purpose of each
expenditure and agree with the checks written.

D. Ensure al voided checks are mutilated and retai ned.

E. Ensure that a current financial report is available at all board meetings.

AUDITEE'S RESPONSE

A&D. The Board of Directors concurs.

B&E. The Board of Directors concurs and indicated these recommendations have already been
implemented.

C. The Board of Directorsindicated it would discuss this recommendation with its accountant.

Thisreport isintended for theinformation of thefire protection district's management and other applicable
government officials. However, thisreport isamatter of public record and its distribution is not limited.

* k k * %
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