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WEST VIRGINIA LEGISLATURE
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April 19,2010

The Joint Committee on Government and Finance:

In compliance with the provisions of the West Virginia Code, Chapter 12, Article 4, Section 14 as
amended, we conducted an attestation engagement of the East River Volunteer Fire Department for
the years ended December 31, 2007 and December 31, 2006. We are conducting our attestation in
accordance with auditing standards generally accepted in the United States.

Respectfully submitted,

Stacy L. Sneed, CPA, CICA, Director
Legislative Post Audit Division

SLS/irw
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EAST RIVER VOLUNTEER FIRE DEPARTMENT

EXECUTIVE SUMMARY

East River VFD Dec. 31, 2007 and 2006
Mercer County

Not Allowable Items
Lack of Supporting Documentation

Total

Recommend Reimburse State Account
And maintain better records.

$ 7,763.63
6,112.64
$13,876.27

$13,876.27



EAST RIVER VOLUNTEER FIRE DEPARTMENT

INTRODUCTION

POST AUDIT AUTHORITY

The audit is being conducted pursuant to Chapter 12, Article 4, Section 14 of the West Virginia
Code, which allows the Legislative Auditor to “assign an employee or employees to perform audits
or reviews at the direction of the Legislative Auditor of the disbursement of state grant funds to
volunteer fire departments.”

BACKGROUND

To provide additional revenue for the municipal firemen's pension and relief funds and for
volunteer and part volunteer companies and departments, the West Virginia Legislature levied
under Chapter 33, Article 3, Section 14d of the West Virginia Code, as amended in 2001, an
additional premium tax equal to one percent of the taxable premiums collected for fire insurance
and casualty insurance policies. Under this section of the Code, volunteer and part volunteer fire
departments that are certified by the State Fire Marshal prior to each quarterly allocation are to
receive 25 percent of the revenues generated by this premium tax.

In 1999, to provide additional revenue for the municipal fireman'’s pension and relief funds and for
volunteer and part volunteer companies and departments, the West Virginia Legislature levied
under the provisions of Chapter 33, Article 12c, Section 9 of the West Virginia Code, as amended, a
tax equal to four percent of the gross premiums and fees on excess line policies. These moneys are
to be distributed in accordance with the provision of Chapter 33, Article 3, Section 14d, as amended.

The West Virginia Legislature again provided additional revenue for the volunteer and part
volunteer fire departments by authorizing, under Chapter 33, Article 3, Section 33 of the West
Virginia Code, as amended in 2001, a policy surcharge equal to one percent of the taxable premiums
paid by policyholders of any fire insurance policy or casualty insurance policy. Under this section of
the Code, 50 percent of the moneys collected are to be distributed to those volunteer and part
volunteer fire departments and companies certified by the State Fire Marshal before each quarterly
allocation.

Chapter 33, Article 3, Sections 14d and 33 provide that the volunteer fire departments receive
distributions on an equal share basis and part volunteer fire departments receive a reduced amount
based on the ratio of full-time paid firefighters who are members of the municipal firemen'’s
pension system to the total number of the members of the fire department. The moneys are to be
distributed quarterly on the first day of the months of January, April, July and October of each year.

To receive these funds, the volunteer and part volunteer fire companies and departments must
comply with the provisions of Chapter 8, Article 15, Section 8a of the West Virginia Code, as
amended:



The Legislature placed restrictions on the use of these additional revenues by the volunteer fire
departments under Chapter 8, Article 15, Section 8b of the West Virginia Code, as amended March
8, 2000, and again April 9, 2005.

Prior to the March 8, 2000 amendment, Chapter 8, Article 15, Section 8b did not allow Operating
expenses as described in subsection (11) nor did the law prohibit the commingling of the funds
with funds from other sources. Prior to the April 9, 2005 amendment, Chapter 8, Article 15, Section
8b did not allow Dues as described in subsection (12).

Chapter 12, Article 4, Section 14 of the West Virginia Code, as amended, requires an audit at the cost
of the grantee, by an independent certified public accountant, of any person who receive State funds
or grants in the amount of $25,000 or more. The audit must be filed within two years of the end of
the year in which the disbursement of the funds or grants occurred. The Legislature amended this
section of the Code effective June 9, 1995, and again effective July 1, 2005 providing an alternative
to an audit for volunteer fire departments. In lieu of an audit, volunteer fire departments may file a
sworn statement of annual expenditures to the Legislative Auditor’s Office on or before July 1, of
each year. If the sworn statement of annual expenditures is not filed by the first day of July, the
Legislative Auditor shall notify the state treasurer who shall withhold any payment that would
otherwise be distributed to the fire department.

Chapter 12, Article 4, Section 14 as amended March 8, 2000, and again April 9, 2005 provides that
the Legislative Auditor may perform random audits of the volunteer fire departments. This section
also requires that the volunteer fire department shall cooperate with the Legislative Auditor’s
Office in performing their duties under this section. If the Legislative Auditor determines a
volunteer fire department is not cooperating, the legislative auditor shall notify the state treasurer
who shall withhold payment of any amount that would otherwise be distributed to the department
until such time that the Legislative Auditor informs the treasurer that the fire department has
cooperated as required by this section.
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EAST RIVER VOLUNTEER FIRE DEPARTMENT

ATTESTATION SCOPE

We conducted an attestation engagement of the East River Volunteer Fire Department for the years
ending December 31, 2007 and December 31, 2006. Our attestation scope included compliance
with laws and regulations. The attestation was conducted in accordance with auditing standards
generally accepted in the United States.

OBJECTIVES AND METHODOLOGIES

The objective of our attestation engagement was to review expenditures from the Departments
state fund to ensure all expenditures were allowable and supported, and to report any unlawful
expenditures that we find. Additionally, we were to examine the spending unit’s financial
transactions and records, and to evaluate its compliance with applicable State laws, rules and
regulations.

Our sample of Departments to test was randomly selected after determining a population of all
Departments that filed their Financial Statements with our office.

This communication is intended solely for the information and use of the Post Audit Subcommittee,
the members of the WV Legislature, and the Volunteer Fire Department. However, once released by
the Post Audit Subcommittee, this report is a matter of public record and its distribution is not
limited.

Our reports are designed to assist the Post Audit Subcommittee in exercising its legislative
oversight function and to provide constructive recommendations for improving the operations of
Volunteer Fire Departments. As a result, our reports generally do not address activities we
reviewed that are functioning properly.

CONCLUSIONS

We noted the Department made several purchases that were not allowable or were not supported
under Chapter 8, Article 15 Section 8b of the West Virginia Code. The Department needs to
implement better procedures to ensure all documentation is kept in a manner sufficient for review.

EXIT CONFERENCE

We discussed this report with the Treasurer of the East River VFD on April 22, 2010 . All findings
and recommendations were reviewed and discussed. The East River VFD agreed to all findings and
recommendations.



EAST RIVER VOLUNTEER FIRE DEPARTMENT

FINDINGS

Finding 1 Items were purchased with State funds that were not allowable under Chapter
8, Article 15, Section 8b of the West Virginia Code

e The following items were purchased with State money that were not allowable under the

West Virginia Code:
Description Dec. 31, 2007 Dec. 31, 2006

Sales Tax $ 163.58 $ 6345
Personal Phone 976.64 803.00
Misc. ltems 0.00 128.53
Accident & Sickness Insurance 2,158.00 2,158.00
Dress Uniforms 0.00 1,312.43

Total $ 3,298.22 $4,465.41

Auditor’s Recommendation

We recommend the East River Volunteer Fire Department complies with Chapter 8,
Article 15, Section 8b, of the West Virginia Code. We further recommend the East
River Volunteer Fire Department reimburse their state account $7,763.63 for the
items that were purchased that were not allowable.



Finding 2 Lack of supporting documentation

e The following items were purchased with State money that did not have supporting
documentation pursuant to West Virginia Code:

Description Dec. 31, 2007 Dec. 31, 2006

Checks to Individuals $ 2348 $ 0.00
Stewart’s Inc. 250.00 0.00
Advance Auto 269.13 0.00
Regions Interstate Billing 0.00 570.52
Industrial Plating & Machine 0.00 3,047.81
Wal-Mart 0.00 94.08
State Electric Supply 0.00 155.32
One Stop 0.00 21.00
Harvey’s Auto Parts 0.00 175.98
S & S Automotive 0.00 392.22
Arrakis Publishing 0.00 1,113.10

Total $ 542.61 $ 5,570.03

Auditor’s Recommendation

We recommend the East River Volunteer Fire Department reimburse their state
account $6,112.64 for the items that were purchased that were not allowable.



EAST RIVER VOLUNTEER FIRE DEPARTMENT

SUPPLEMENTAL INFORMATION
STATEMENTS OF EXPENDITURES YEAR ENDED DECEMBER 31, 2007

POST AUDIT
VED REVIEW DIFFERENCES

Chapter 8, Article 15, Section 8b(1) $ 0.00 $ 0.00 $ 0.00
Chapter 8, Article 15, Section 8b(2) 5,723.00 5,697.53 25.47
Chapter 8, Article 15, Section 8b(3) 0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(4) 0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(5) 8,266.00 7,899.89 366.11
Chapter 8, Article 15, Section 8b(6) 7,700.00 7,700.00 0.00
Chapter 8, Article 15, Section 8b(7) 6,525.00 5,547.44 977.56
Chapter 8, Article 15, Section 8b(8) $0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(9) $0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(10) 19,892.00 17,734.19 2,157.81
Chapter 8, Article 15, Section 8b(11) 2,585.00 2,684.59 (99.59)
Chapter 8, Article 15, Section 8b(12) 0.00 0.00 0.00
Total Disbursements For Year

Ended December 31, 2007 $50,691.00 $47,263.64 $3,427.36




EAST RIVER VOLUNTEER FIRE DEPARTMENT

SUPPLEMENTAL INFORMATION
STATEMENTS OF EXPENDITURES YEAR ENDED DECEMBER 31, 2006

POST AUDIT
VED REVIEW DIFFERENCES

Chapter 8, Article 15, Section 8b(1) $ 2,317.00 $ 1,005.03 $1,311.97
Chapter 8, Article 15, Section 8b(2) 0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(3) 0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(4) 4.502.00 4,501.75 0.25
Chapter 8, Article 15, Section 8b(5) 16,869.00 12,378.11 4,490.89
Chapter 8, Article 15, Section 8b(6) 0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(7) 5,313.00 4,508.81 804.19
Chapter 8, Article 15, Section 8b(8) 0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(9) 0.00 0.00 0.00
Chapter 8, Article 15, Section 8b(10) 12,734.00 14,583.08 (1,849.08)
Chapter 8, Article 15, Section 8b(11) 6,105.00 4,834.80 1,270.20
Chapter 8, Article 15, Section 8b(12) 200.00 200.00 0.00
Total Disbursements For Year 48,040.00 42,011.58 6,028.42

Ended December 31, 2006
Total Disbursements For Years

Ended December 31, 2007, and

December 31, 2006 $98,731.00 $89,275.22 $9,455.78
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STATE OF WEST VIRGINIA

OFFICE OF THE LEGISLATIVE AUDITOR, TO WIT:

I, Stacy L. Sneed, CPA, CICA, Director of the Legislative Post Audit Division,
do hereby certify that the report appended hereto was made under my direction and
supervision, under the provisions of the West Virginia Code, Chapter 4, Article 2, as
amended, and that the same is a true and correct copy of said report.

Given under my hand this___25th __ day of May 2010.

s o chare/

Stacy L. Sneed, CPA, CICA, Director
Legislative Post Audit Division

Copy forwarded to the Secretary of the Department of Administration to be
filed as a public record. Copies forwarded to the East River Volunteer Fire Department;
Prosecuting Attorney, Mercer County; County Clerk, Mercer County; Governor; Attorney
General; State Auditor and State Fire Marshal.
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