PINEWOOD FIRE DISTRICT

BOARD MEETING

AUGUST 20, 2013
MEMBERS PRESENT:
Chairman - Richard Drinen

Len Friedlund, Clerk


Ben Click, Member


Barbara Timberman, Member

Bill DeGroot, Member


MEMBERS ABSENT:

None
STAFF PRESENT:

Chief Welsch



Office Manager - Kim Ball

Steve Oberly, Captain
Josh Doak



Derek Day



Jon Arnold
Terri Perry



Branden Mohler


Cris Ries





VOLUNTEERS PRESENT:
Chris Stoltze


PUBLIC PRESENT:


Larry Young 



Sue Drinen
Meeting opened at 5:02 p.m. with the Pledge of Allegiance and Roll Call.  A quorum was affirmed.
ADMINISTRATIVE REMARKS:

Chairman Drinen opened the meeting explaining to the board that the board packets are very large now due to the requirements set by statute.  Chairman Drinen explained that he thought that there were some duplicate reports in packet, board may want to have a special meeting to meet with the CPA to be sure we are meeting the statute requirements.  Chairman Drinen explained that he was unable to reconcile the reports with the statute, he would like the reports explained so the board can determine if we are in line with the statute.
APPROVAL OF MINUTES:
The minutes for July 16, 2013 were approved as presented.  
CORRESPONDENCE:
None
FINANCIAL REPORTS:

A.  JULY EXPENDITURES:

Chief Welsch stated "Let's have Kim explain what the auditor told her to do.  I agree with the chairman that at least two of the reports appear to be duplicates and there is a problem with that.  Our old reports were much easier to read.  Let me give you some background on why we had to go to these new reports.  There was a fire district in Northwestern Arizona last year that went bankrupt and left their community without fire protection.  Their expenses far exceeded their income and they had been told by their accountant, a full year and a half before they went bankrupt, that they needed to lay off 8 people that day or they would become insolvent.  The fire chief for that district did not do that and he did not inform his board of what could happen.  As a result of those of the fire chief's bad decisions the district went bankrupt.  Two things occurred:

1.  Wanted the district board to look at a forecast, a two year forecast of what they could expect to happen in those two years financially.  By law we are not allowed to expend more than ninety-nine percent of the warrant account or go over the maximum levy limit of three dollars and twenty five cents per one hundred of accessed evaluations.

2.  The board of directors has to be made aware of that fact in a formal fashion.
These reports are the first step, the second step is once the auditors have completed our audit then they will come back to the district and give a formal report to the board of directors on the audit findings.  In the case of the district that went bankrupt had their auditor made a report of his audit findings directly to the board of directors that district would not be in the situation that they are in now.  Now there is an investigation going on to find out exactly who was responsible."

"The legislature decided that they were going to fix the responsibility with the elected officials by informing them of all those issues.  The way this is suppose to work is by looking at our budget and then looking at our projections (incomes and expenses) and compare one against the other.  We are currently in the first month of our fiscal year so some of the reports will be duplicated.  However the way it is broken down our budget and the way we used to see it is where I have a problem.  Years ago we were getting reports directly out of QuickBooks that basically took each line item and divided it by twelve months and told us this how much you should receive in income this month and this is what your expenses should be this month in the monthly column, then it had the budget amount.  We decided that was confusing because it was constantly showed us in the red or to much in the black for the percentage of the budget so
what we were doing was exporting the information to an excel spread sheet and the excel spread sheet would take the entire budget amount, the amount that we had taken in or expended in that month, then just showing the difference in the budget column.  Sound bookkeeping practices state that you will print directly out of your accounting software.  Don't export to a secondary spread sheet where figures can be changed or juggled, these reports are a direct representation of everything that is added into the accounting software program and everything that comes back from the bank which is the rest of the packet.  So these reports are slightly confusing because the projections from QuickBooks are not in line with the way our income comes in or how our expenses fall in our budget year.  QuickBooks projection reports give the percentages for the month not for the fiscal and that is what makes it confusing, we are used to seeing a variance report with the percentage figures for the fiscal year not the month.  As we transition month by month by month with these reports you will begin to see these figures changing but this is the way QuickBooks does it's work.  We are in a cash accrual business; we are cash accrual accounting people, that is what we do.  We are in a money spending business not a money earning business.  QuickBooks is not a public sector bookkeeping system.  So when a report says profit and loss that is exactly what it means but our reports should just say loss.  The money we get in is already budgeted one hundred percent and if we are not spending all that money then we've made a mistake.  Software difficulties, compliance with legislative requirements difficulties, until we get used to looking at the different reports that are required now I am afraid that we will have to print this volume of paper every

time.  Now where we may be able to change it a little bit is that we could print one copy and let everyone
look at it."

"We are actually a month ahead of schedule because we don't have to come into compliance until September.  This first financial report was to give us an idea of what we could expect to see in the future and this is a learning curve for me as well as for the board because what we are looking at is a massive accounting document.  But because of what happened in northwestern Arizona and in the Show Low fire district, with the case of embezzlement of maybe as much as a million dollars or more, and with the board of directors beginning given fake reports and audits the legislature came down hard on everyone.  Did we need this action well obviously there are a lot of districts that are being mismanaged but that is not the case here and never has been.  We have a very transparent budget process, our budget is extensively complex.  Our auditor, James Saunders, is also an investigator and does investigative audits which is what he is doing in the Show Low fire district case.  So in order to protect our board of directors we have to furnish the data, we have always gone above the compliance requirements, but now we have new compliance issues to deal with because of a few bad individuals who took advantage of their board of directors and the public.  So lets just wade through these reports and see what we can do to make these a little easier to comprehend.  When the auditor is finished with our audit he will be coming up here to speak with the board on any issues he found in our audit, which is going to cost us extra money for him to travel up here to deliver his report, so this is another unfunded mandate by the state legislature.  I guess if this is what it takes to keep people honest this is what has to happen.   I have always been up front and honest with the board of directors and the public but all we can do as far as the new requirements goes is put up with it until the legislature changes things again."
"The accountant has done the reconciliations, which are signed and dated.  The office manager printed all of these reports directly out of QuickBooks.  The accountant reconciles our accounts monthly and she used to do the variance report that the board liked so much, which is now the P&L Budget vs. Actual and P&L Forecast vs. Actual.  I would like the office manager to explain what the accounts are, would you do that and then we will get into the reports themselves."
The office manager explained that on the reconciliation account 10100 is our warrant account with the county.  Account 10200 is our Chase bank payroll account, only payroll and payroll liabilities come out of this account.  Account 10300 is our Chase bank special revenue account, this account is where all the income from ambulance, out of district, state land fires and anything else that we do which makes income for us goes into.  Our special revenue accounts are where all the carry over money resides; this is what has enabled us to not have to borrow money thru the months when we have no tax funds coming in.  Accounts
10400 and 10425 are special revenue savings accounts for any funds over $250,000.00 per account.  The bank only insures accounts up to $250,000.00 so we had to open two savings accounts in order to be sure our funds were insured for the amount of money in them.  Account 10450 is the building fund we set up for gathering funds to build a new fire station.

The chairman of the board wanted to reconcile our reports with the list given in HB-2572 so the chief and the office manager went over the reports to point out which reports are which.  The board had hoped that we would be able to reduce the amount of paper in the reports but in order to be compliant we won't be able to do that.  We will be trying different report configurations to find one that is easier for the board to read.  Chief reminded the board that the auditor will be coming up to give a report to the board of directors on our audit; at that time he can explain why each individual report is required.  The board went over the financial reports and requested that we include the variance report that we used to use along with the new reports.  
Member DeGroot had questions on the transaction detail report.  He wanted to know why there was a difference in payroll from pay period to pay period.  Chief explained that the increase in pay was due to overtime shifts.  The office manager explained that any of the board members that would like to can come down and review the payroll records at any time and she would be happy to explain anything they don't understand.
Member DeGroot asked "On the balance sheet there is a discrepancy on the warrant account.  Everything else balances except the warrant account.  If you look at the balance sheet it says current assets are $110,414.20 and if you look on the reconciliation detail it states the balance is $109,704.20.  There is a discrepancy of $710.00."  Chief Welsch explained that he will have the office manager find out why there is a discrepancy from the accountant.
OFFICE MANAGER’S REPORT – Kim Ball
A.  Ambulance Billing Report:  JULY 2013
Office manager Ball told the board that she had noticed that the ambulance income was different from what Aero had given her.  She explained that she had found two claims from Medicare that had inadvertently been billed twice which might explain the different.  We had to pay Medicare back for those two claims so Aero may have taken off those payments.
"In July we charged out $29,980.66 in ambulance billing, we received $19,511.54 in payments.  Resident subsidy for July was $370.77 and the aging report is $54,576.87.  Highlands Fire District has been billed for all the fires (to date) that Bear Jaw has been on, which came to $38,537.46.  I billed State land for the wild land assignment that we were called to go to even though they cancelled us two hours into the assignment; the billing came to $304.16.  We have not received anything from collections and have not received any out of district income." 

Member Click asked "Resident subsidy this time seems to be an odd number.  Why is that?"
Office manager Ball responded "That is what the insurance didn't pay.  If a resident doesn't carry a secondary insurance policy to pay for the things that Medicare doesn't pay then we have to subsidize them.  If they don't carry any insurance we have to subsidize all of it."

B.  MONTHLY RUN LOG COMPARISON REPORT:  JULY 2013
In July we had 38 medical calls, 19 fire calls and 38 special duty calls which brought our total for the month to 95.  We saw 46 individuals in the med room which brings our total for the month to 141.  We had 95 toned out calls, 27 transports with 27 patients being transported.  We had 86 calls inside the district or 91% and 9 calls outside the district or 9%.  We have not seen call numbers like this since the summer of 2011. 
CHIEF'S REPORT:
A.
Response Exception Reports:


1.
Fire

2.
EMS


3.
Rescue

Chief explained that we really haven't had anything exceptional to report.  The Bear Jaw crew was sent to an assignment in Alaska; they are staying in a really small town and they aren't allowed to buy groceries from the store in town because if they do the town won't have enough supplies to make it through the winter.  They have been assigned a hunter and the hunter provides them with all their meat and they have been given a .22 caliber rifle so they can shoot small game.  

Member Click asked "Did they take any apparatus or equipment up there?"

Chief Welsch responded "No, they flew up to there and they are there as a hand crew.  They took one of our reserves and one volunteer with them, so they would have a twenty person crew."

B.
COMP TIME REPORT:  

Chief Welsch explained that he has met with the Vice President of the bargaining group, Josh Tope, and Josh was to meet with the group and come to a decision if they want to use comp time or not.  Josh has not gotten back with the chief yet on the subject.
C.
DEATH BENEFITS COMMITTEE REPORT:

Chief Welsch and Member Click were discussing the issues facing the Prescott Fire District.  "I have handed the information that you gave me at the last meeting to our insurance consultants with the instructions that:


1. Find out if it is legal for us to give that kind of a benefit to seasonal employees, part-time 
employees or volunteers.


2.  How much can we offer in an accidental death benefit.


3.  How much will it cost us.  

The insurance people promised to have some information by Friday but he has not gotten back to me."
Chief Welsch asked the office manager "Did you get Brad's email?"
Office manager Ball stated "Yes, I sent it back to him on Monday."

Chief Welsch went on to explain that the insurance company wanted to know what people we wanted to insure, how old, male or female, etc.  

Chief Welsch went on to explain what is really going on about the Prescott situation.  "Part-time employees are part-time employees plain and simple.  The people on the Prescott Hot Shot crew were part-time or seasonal employees.  They are looking for benefits from the Public Safety Personnel Retirement System which our folks are a part of, this is a 100% funded retirement system that is funded by the individuals and employers.  The individuals have agreed to pay X amount of dollars into the system and the employers have agreed to pay X amount of dollars into the system.  The people who have never paid into it are now asking for those benefits.  If it is done for one group then it has to be done for all groups, it sets a precedent.  That takes our funded retirement system and makes it a partially funded or unfunded retirement system. That is exactly what has happened to large cities like Detroit, Chicago and New York and all these big cities that have their own retirement plans; that is what has gotten them in trouble with their retirement systems.  In some cases retirees have had to take a 60% cut in their retirement benefits because of that.  Two years ago the PSPRS was overhauled because they didn't have enough money to continue the way we are.  Now you can't retire until 55 years of age with 25 years of service.  As a result they basically said we are changing this because we will have enough money.  Now certain legislators are saying no we are going to give it to these families because it is the politically right thing to do.  We are waiting to see what happens with this; if they establish that precedent then we don't need to do anything if they don't go forward with it then we have to make a determination where we are going to get the additional funding for the program because currently our budget does not allow us to fund this program.  Currently we do provide life insurance for them and I believe it is double indemnity policy.  The volunteers and reserves currently have $10,000.00 of life insurance and full time staff have a $75,000.00 of life insurance which a part of the MOU agreement.  At the present time we do not have hard figures as to what it would cost or if it is even legal to do or if there is even an insurance company that will do it.  What has happened with the death issues of the Granite Mountain Hot Shots is SCF of Arizona or other industrial compensation companies have now said "Oh that is a hazardous job" we are going to raise your rates.  So the rest of us are going to have to pay for what happened over there.  These companies have never had a hit like this with 19 people dying at once and pulling those benefits.  My heart goes out to the families of those people but when you are a part-time employee you are a part-time employee.  If you don't have a piece of paper that says you are a fulltime employee then you are not a fulltime employee.  Plan and simple if you are not a part of the public safety system you don't receive benefits."
Member Click stated "One of the things Chief Welsch and I talked about was does our policy language, here in our district, state clearly what the status of each person is.  Just to make it clear going in that everyone understands and accepts those conditions going in, that they recognize that they are only eligible for certain benefits.  The benefits aren't bad but these type of incidents are very emotional and it takes time for people to think clearly after something like this happens.  I don't know if anyone at the legislature is willing to make this decision.  Many politicians get hold of something and make decisions without thinking of the long term consequences.  I think everyone has read if Prescott had to pay back payments into the public safety system, plus the payments for the individuals portion, it would cost 56 million dollars just for the 13 that weren't covered and this would bankrupt the Prescott Fire District.  I think it is important that whenever someone comes to work for Pinewood Fire that they know depending on their status they would understand what their benefit coverage is.  Everyone is eligible for the federal benefit and that changes each year, right now I think it is $328,000.00.  Workman's comp benefit is around $100,000.00.  The various fund raising groups have raised about $800,000.00 but when you divide it 19 ways it really doesn't amount to much.  Even those who were not covered by Public Safety would receive about 1 million dollars would be my estimate.  So I think what we should question is whether or not our employees understand that this is a hazardous job and that I recognize that these are my benefits.  People who work part-time or volunteers is that the exposure rate is much less than a person who works fulltime.
Fulltime people are going to have better benefits because their exposure is much greater than someone who only works a few hours a week.  Chief Welsch is working on policy language that would define each of these levels of positions; then acknowledge that I recognize and accept the benefit levels if something tragic should happen."
Chief Welsch stated "I think the people that were doing the job fully understood the dangers involved in being a firefighter when they accepted the job and their families should have too."

Chairman Drinen stated "I think if you come up with a policy that outlines all their benefits if something happens which all new hires will have to sign that their wives should have to sign it too."

Chief Welsch "I considered that, it's not a bad idea."

Chairman Drinen "The military does it that way so that there is no miscommunication about the hazards of the job."

Chief Welsch "Unfortunately the spouses don't understand that their husbands are not fulltime firefighters and not covered by the benefits that any other fulltime firefight would receive.  Member Click is right when he says that I have been working on administrative regulations that deal with how we report accidents, how do we report injuries, what do we do in a line of duty death and we are putting all the job descriptions into that book.  When someone gets hired they have to read and sign each one of their job descriptions and give it back to us.  A court might over turn a case because of having something in writing from the employee which states he understands the job description and acknowledges the benefits he will receive if something should happen.  The most important part is that we make sure that everyone understands that this is a very hazardous job and you will only receive these benefits."
SUMMARIZE ACTION ITEMS:

Chairman Drinen asked if anyone had any action items.

Continue working on making the financial reports easier to read.

Find out why the balance sheet and the reconciliation for warrant account don't match.

Comp Time Report

Death Benefits Report

Member Click stated "I would like Chief Welsch and the office manager to think about is there some way to where we can highlight certain bottom lines.  It makes it easier for us to check things.  I want to commend Member DeGroot for catching those errors that none of the rest of us noticed.  I think the law is going to hold us accountable for knowing what the financials state.  I would like to see things highlighted and maybe exceptional expenses, etc. get highlighted so that we can see them right away."  
Office manager Ball stated "I can continue to have the CPA do the variance report and it will just be one part of the package.  I have to print out at least one packet of financial reports that you all have to sign."

Chief Welsch stated "We can highlight the unusual things and continue to give you the variance report."

FUTURE AGENDA ITEMS:

Continue working on financial reports

Report to board on why the balance sheet and the reconciliation don't match.
CHIEF'S REPORT:  COMP TIME REPORT
CHIEF'S REPORT:  DEATH BENEFITS COMMITTEE REPORT
CALL TO PUBLIC:

NO COMMENTS.
NEXT MEETING: September 17, 2013 at 5 PM.

The meeting adjourned at 6:28 PM.

Respectfully submitted by   _____________________________________________





       (Clerk of the Board, Len Friedlund)
PAGE  
7

