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LAl C. M ASKIL”

Missouri State Auditor

July 2. 2004

Kent G. McCoy, CPA
McCoy & Associates, P.C.
4191 Crescent, Suite D

St. Louis, MO 63129

RE: Marvland Heights Fire Protection District of St. Louis County

Fiscal Period: One Year Ended December 31, 2003 ‘/
Dear Mr. McCoy:

In accordance with Sections 105.145 and 321.690 RSMo, we acknowledge receipt of the
audit report of your fire protection district for the above-described fiscal period. We will review
this report for compliance with 15 CSR 40-4 and report to you whether or not it complies with
these administrative rules.

Thank you for your cooperation in sending this information.

Sincerely,

CLAIRE C. McCAS! LL

STATE AUDITOR
/_7 / ) /7
Ut A nct '
v v
Judy Buerky

Local Government Analyst

P.O. Box 869 « Jefferson City, MO 65102 « (573) 751-4213 « FAX (573) 751-7984
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This report is intended solely for the infc  ation and the use of the Board of Directors,
management and the Missouri State Auditor and is not intended to be and should not be
used by anyone other than these specified parties.
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June 14, 2004



COMMENTS AND RECOMMENDATIONS, continued

- "‘\L‘: ~

Missouri Statutes (' vio 67.010) prohibit political subdivisions from budgeti
expenditures in excess of budgeted revenues plus any unencumbered balance from the
beginning of the budget year (i.e. fund balance). Even though budgeted revenues exceed
budgeted expenditures, the budget does not contain provisions to eliminate the deficit
fund balance at the beginning of the year.

e

The District does not budget expenditures in excess of revenues. The budget provides for
transfers frc  the General Fund. The funds so transferred are utilized to pay ambulance
expenses and are therefore included in the revenue of the Ambulance Fund. As a result of
the trai ers, the author d expenditures are not in excess of revenue. The deficit in the
Fund? * ce results from amounts due to the General Fund. It is nece iy to reflect all
expenses related to ambulance service in a single fund in order to properly assess the cost
of providing ambulance service.



COM ENTS AND RECOMMENDATIONS, continued

M AT Y AT o YA

ytatement

Governmental Accounting Standards Board (G/ 3) Statement No. 34, Basic Financial
Statements-and Management’s Discussion and Analysis-for State and Local
Governments, is the result of an almost decade-long effort by the GASB to reexamine the
financial reporting model for state and local governments. The pv | »se of the new
financial reporting model is to provide more understandable and useful financial reports
to a wider range of users than did the previous model. The new financial reporting model
requires governments to present certain basic financial statements as well as
management’s discussion and analysis (MD&A) and certain other required supplementary
information (RSI).

The MD&A has been added to provide management’s analysis of the vernment’s
financial condition. This cc ponent of the basic financial statements presents an
objective narrative that outlines sign...cant issues related to operations, financial
conditior and economic factors that impact the government’s financial statements. The
MD&A is part of required supplementary information and will be subjected to audit
procedures to provide reasonable assurance that the information is presented fairly with
respect to the basic financial stat  :nts.

Early implementation of Statement No. 34 is recommended, even though Statement No.
34 will likely not be required to be implemented by the District until ~)04. Therefore, we
recommend that the District begin to consider the requirements of atement No. 34.

D

With the assistance of our auditor, the District will begin to consider the effects of
atement No. 34 on the District to ensure compliance with the Statements requirements.



COMMENTS AND RECOMMENDATIC S, continued

"y
We noted that a former employee was paid in connection with his ;. »aration. ich

payments were in the form of cash and personal property. The amount of the cash
payment was reported to the employee on Form 1099-MISC.

Generally, severance payments are reported on Form W-2 and : subject to social
security and Medicare taxes. In addition, the value of any personal property given in
connection with seve  ce should be included.

We recommend that the District review the severance payment to ensure that they were
properly reported.

The District will review the severance payments to ensure that they were properly
reported for income tax purposes.



COMMENTS AND RECOMMENDATIONS, continued

Tallneee TTe 4 Dejor Vaor’e Dangmmendations

1. We recommended that the District consider ways to eliminate the Ambulance Special
Revenue Fund deficit.

See current year comment #1.

We recommended that the District consider the impact of _.ASB Statement No. 34.

See current year comment #2.
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In accordance with Government Auditing Standards, we have also issued a report dated
June 14, ~704 on our consideration of the District’s internal control over financial
reporting and on our tests of its compliance with laws, regulations and contracts. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the resul of
our audit.

Our audit was made for the purpose of forming an opinion on the general purpose financial
statements taken as a whole. The supplement: _ information listed in the accompanying
table of contents is presented for purposes of additional analysis and is not a required part
of the general purpose financial statements. This infi  ation has been subjected to the
tests and other auditing procedures applied in the audit of the general purpose financial
statements mentioned above and, in our opinion, is fairly stated in all material respects in
relation to the general purpose financial statements taken as a whole.

/%4? ¢W,ﬁwo;

June 14, 2004





















MARYLAND HEIGHTS FIRE PROTECTION DISTRICT
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS

"7 ed Asse’ " Group

This account group is used to account for all fixed assets of the District.

Long-term debt is recognized as a liability of a governmental fund when due.
For other long-term obligations, only that portion expected to be financed
from expendable available financial resources is reported as a fund liability
of a governmental fund. The remaining portion of such obligations is
reported in the general long-term debt account group.

"AccH

Basis of accounting refers to when revenues and expenditures or expenses are recognized
in the accounts and reported in the general purpose financial statements. Basis of
accounting relates to the timing of the measurements made, regardless of the measurement
focus applied.

The District records transactions during the year on the basis of cash receipts and
disbursements. At year-end, entries are recorded for financial reporting purposes to reflect
the modified accrual bas of accounting for the governmental fund types and the accrual
basis of accounting for the pension trust fund. The District does not utilize encumbrance
accounting.

Under the modified accrual basis of accounting, revenues 3 recorded when both
measurable and available. The tt  “available” is defined as collectible within the ci  nt
period or soon enough thereafter to be used to pay liabilities of the current period. The
District considers property taxes as available if they are collected within 60 days of year-
end. Expenditures or expenses are recognized when the related fund liability is inc .

Permits, ambulance fees and miscellaneous revenues are recorded as revenues when
received in cash because they are generally not measurable until actually received.
Ambulance charges are recorded as revenue when received because of the uncertainty as to
the collectibility of amounts billed.

T=rstin
Investments are generally stated at ket value.

Investment income is recognized as earned for investments ated at market value. Gains

and losses on sales and exchanges or fixed-income securities a recc ized on the
transaction date.












MARYLAND HEIGHTS FIRE PROTECTION DISTRICT
NOTI TO GENERAL PURPOSE FINANCIAL STATEMENTS

NOTE G - PROPERTY TAXES

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied
in November and payable by December 31. The county collects the property tax and remi
it to the District. Property taxes not collected within 60 da; of year-end are not recorded
as receivables or deferred revenue. Property taxes receivable of $ 3,908,133 represent
ct ntand delinquent taxes collected within 60 days of year-end.

Taxes that remain uncollected within 60 days of year-end are not recogn :d  assets or
revenue until received in subsequent years.

NOTE H - COMPENSATED ABSENCES

The District provides vacation for its full time employees co  ed under a collective
bargaining agreement, as follows:

Less than one year of service 0 vacation weeks
One year but less than two years of service 1 vacation week

Two years but less than eight years of service "~ vacation weeks
Eight years but less than fifteen years of service 3 vacation weeks
Fifteen years of service or more 4 vacation weeks

Each employee covered by a collective bargainii  agreement earns credit for one shift day
of sick leave for each two months of active service, up to a maximum of eighteen shift days
of sick leave.

It is impracticable to estimate the amount of compensation for future absences and,
accordingly, no liability has been recorded in the accompanying general purpose financial
statements. The District’s policy is to recognize the costs of compensated absences when
actually paid to employees.

NOTEI-LEGAL . iBT MARGIN

Assessed valuation - January 1, 2003 $573.07428
Debt limit - 5% of assessed value $ 28,650,871

Amount of debt applicable to debt limit
Total bonded debt outstanding -
Future interest on bonded debt

Legal Debt Margin d 2¥,6050.871

12



MARYLAND HEIGHTS FIRE PROTECTION D [RICT
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS

NOTE J - CONTRACTUAL AGREEMENT

The District has a contractual agreement with Central County Emergency 911 for
dispatching services. For 2003, the agreement required the District to pay fees equal to the
amount that would be collected from a tax levy of five cents per one hundred dolla of
assessed valuation of all taxable, tangible property within the District’s boundaries.

NOTE K - FUND DEFICIT

The general purpose financial statements include the following funds with cumulative fund
deficits at December 31, 2003:

... 1 TYALS 26 A o lt

Ambulance Special Revenue Fund

NOTE L - RECONCILIATION OF BUDGETARY BASIS AND GAAP

The accompanying statement of revenues, expenses and changes in fund balances-budget
and actual-budgetary basis-general and special revenue funds presents comparisons of the
legally adopted budget with actual data on a budgetary basis. Because accounting
principles applied for purposes of developing data on a budgetary basis differ significantly
from those used to present financial statements in conformity with generally accepted
accounting principles, a reconciliation of resultant basis, timing, perspective, and entity
differences in the excess (deficiency) of revenues and other sources of financial resources

over expenditures and other uses of financial resources for the year ended December 31,
~703, is presented below:

G~ i\
Excess of revenues over (under) expenditures
(budgetary basis) $ (657,619) $ 333,384
Adjustments
To adjust revenues for tax accruals and
Deferrals (252,718) 237,437

To adjust expenditures for accruals and prepaids 42,152 ‘ \

Excess of revenues over (under) expenditures

(GAATP basis) $ (868,185) § "".361

13



MARYLAND HEIGHTS FIRE PROTECTIC  JISTRICT
NOTI TO GENERAL PURPOSE FINANCIA] TATEMEN]

NOTE M - POST EMPLOYMENT HEALTH PLAN

The District has adopted a post employment health plan covering all union employees. The
plan requires that the District withhold { ) each pay period from each union employee’s
pay, to be deposited with the plan trustee. Assets of the plan are not reflected in the
District’s general purpose financial statements.

NOTE N — RISK MANAGEMENT

The District has purchased commercial insurance policies for various risks of loss related
to tor  theft, damage or destruction of assets; errors or omissions; injuries to employees;
or acts of God. Payments of premiums for these policies are recorded  expenses of the
district. I wrance settlements have not exceeded insurance coverage in any of the past
three years. There were no significant reductions in coverage com; :d to the prior year.

NOTE O — CHANGE IN ACCOUNT G PRINCIPLE

In June 1999, the Governmental Accounting Standards Board adopted Statement of
Governmental Accounting andards No. 34, Basic Financial Statements - and
Management'’s Discussion and Analysis — for State and Local Governments. The Statement
will require government - wide financial statements prepared using the economic resources
measurement focus and the full accrual basis of accounting. The Statement is required to
be adopted in the District’s 2004 financial statements (earlier application is permitted),
either as prior period adjustments with the restatement of all financial statements presented
or the cumulative effect of the change should be reported as a restatement of b 'nning
fund balance or fund net asse for the earliest period restated. The District has not yet
determined which method it will use when it adopts the Statement nor the effect that the
change in accounting will have on the District’s financial position and results of operations.

14



MARYLAND HEIGHTS FIRE PROTECTION DISTRICT
SCHEDULE OF INSURANCE IN FORCE

INSI ™ A IY/"I“ILN_ rnR_C_E

Commercial Automobaile Policy

Liability

Auto N lical Payments
Uninsured Motorists
Comprehensive Coverage
Collision

Commercial Umbrella

Commercial General Liability

Emergency Services Management

Liability

Commercial Property
Buildings
Contents
Business Income
Earthquake
Flood

Commercial Crime Policy
Employee Dishonesty

Portable Equipment

Workers” Compensation

Public Employee Dishonesty

December 31, 2003

INSU™ ANCE ¢ 1PANY

American Alternative Insurance Corp.

American Alternative Insurance Corp.

American Alternative Insurance Corp.

American Alternative Insurance Corp.

American Alternative Insurance Corp.

American Alternative Insurance Corp.

American Alternative Insurance Corp.

Missouri Employers Mutual

American Alternative Insurance Corp.

15

JVER: 77

$1,000,000 Liability
$5,000/Person
$1,000,000/Accident

Actual Cash Value/Cost of Repair
Actual Cash Value/Cost of Repair

$5,000,000/Occurrence
$10,000,000/Products Completed
Operation

$10,000,000 General Aggregate

$1,000,000/Occurrence
$3,000,000/Products Completed Operation
$3,000,000 General Aggregate
$1,000,000 Personal Injury
$1,000,000 Fire Damage Legal Liability
$1,000,000 Personal & Advertising Injury
$5,000 Medical Expense (Any one person)

$1,000,000 Each Wrongful Act
$3,000,000 Aggregate Limit
Guaranteed Replacement Cost
$649,497

12 Months Actual Loss Sustained
$ 4,394,602 (All Buildings)

$ 1,123,740 (All Buildings)
$100,000/Blanket

Guaranteed Replacement Cost

Statutory Limits

$100,000


















to provide assurance on the internal control over financial reportit  However, we noted
certain matters involving the internal control over financial reporting and its operation
that we consider to be reportable conditions. Reportable conditions involve matters
coming to our attention relating to significant deficiencies in the design or operation of
the internal control over financial reporting that, in our judgment, could adversely affect
the District’s ability to record, process, summarize and report financial data consistent
with the assertions of management in the financial statements. Reportable conditions are
as follows:

The District does not maintain a detailed fixed asset listing reconciled to amounts
reported in the District’s general fixed asset group of accounts.

A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
« rs or irregularities in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of perfc ing their ass’ ied functions. Our
consideration of the intc al control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be
reportab  conditions and, accordingly, would not nec arily disclose all reportable
conditions that are also considered to be material weaknesses. However, we believe that
none of the reportable conditions described above is a material weakness.

This report is intended solely for the information and the use of the Board of Directors,
ma ement and the Missouri State Auditor d is not intended to be and should not be
used by anyone other than these specified parties.

/Wzaez Lore & 7

June 14, ~104
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