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EXECUTIVE SUMMARY

Recent reports of embezzlement within Delaware’s volunteer fire companies with one case reporting a substantial
amount of nearly $200,000, prompted Representative Dan Short and Senator Ennis to examine the financial controls and
audit procedures of the volunteer fire companies as required by Del. C. 16 § 6608 and the State Fire Prevention Com-
mission’s Regulation 708. As a result, House Concurrent Resolution 95 was introduced and passed by both the House of
Representatives and Senate on June 23, 2016. The purpose of the resolution was to establish a task force to examine
what procedures were currently in place and to make recommendations for changes and reforms aimed at reducing the
risk of embezzlement by persons in charge of these funds. Representative Short and Senator Ennis did not want to
cause additional government oversight but rather provide tools for the volunteer fire companies to continue to self regu-
late and protect the funds from future embezzlement or misappropriation. A task force was established comprising of
legislators and individuals with a financial and/or firefighter background. After several meetings with the task force from
November 2016 through February 2017, and a survey of the fire companies current financial processes, the task force
was able to make several recommendations.

The purpose of the first meeting was to obtain background information on the current procedures and powers within the
State Fire Prevention Commission’s office and review previous audits performed by the State Auditor’s office to deter-
mine if there was a common error made on the behalf of the volunteer fire companies as well as to decide a path to
move forward. It was determined at the meeting the Fire Prevention Commission’s office had little authority to enforce the
annual financial review mandated by Delaware Code because the total amount of fines for non-compliance cost less than
the cost of having the financial review completed. Review of the audits performed brought forward the lack of financial
oversight provided at the company level by the Boards of Directors and the members of the company as well as allowing
too much control to one individual or related individuals with the financial accounts. Sen. Ennis requested information on
the current internal controls of the 60 volunteer fire companies within the state.

The State Auditor’s office and the State Fire Prevention Commission along with the input from task force members devel-
oped a questionnaire (Appendix E) for distribution to all of the volunteer fire companies within the state. The State Fire
Prevention Commission’s office then developed an online survey which was emailed to the volunteer fire companies. All
60 of Delaware’s volunteer fire companies completed the survey which was tallied by the State Fire Prevention Commis-
sion and reviewed at the next task force meeting. While it appeared through the survey, that the majority of fire compa-
nies were handling their financial transactions appropriately, problems uncovered by State audits determined the current
oversight is not able to detect fraud early or prevent the situation. It was determined that the CPA’s and State Auditor’s
office, along with a member from the public, should create a list of best practices for the fire companies to follow along
with recommendations for reporting and compliance.



Two documents were created: Recommendations for Internal Control Best Practices (Appendix F) and Recommenda-
tions for Reporting and Compliance (Appendix G), which were reviewed by the task force members at the January 25th
meeting. How to implement the best practices to ensure all of the volunteer fire companies were receiving the information
as well as receiving the training needed in the administrative offices of volunteer fire departments was discussed. Consid-
ering the dynamics of volunteer fire companies, the treasurer and board of directors could either change yearly or be re-
main the same individuals for years. Each creates its own unique problems. If the positions change yearly or if there is a
change after a number of years of consistency, then there is a chance the institutional knowledge of how the records are
maintained, overseen and reported may be lost. If the same individuals retain the same positions for a number of years
then complacency may lend itself to a situation conducive to potential fraud. Taking this into consideration, Rep. Short
stated he would check with Robert Newman, Fire School Director, to see what classes were currently offered and see if
the items contained on Recommendations for Internal Control Best Practices document could be incorporated within a
day or 1/2 day instructional class. The results of the discussion concerning Fire School classes is documented in Appen-
dix H and expanded on in the Recommendations section of this report.

The Task Force Co-Chairs would like to thank all participants in this review process as laid out by HCR 95. Your efforts
and concentrated interest have developed meaningful results. We feel the Recommendations for Internal Control Best
Practices and those of Recommendations for Reporting and Compliance will continue to advance the trust in our volun-
teer emergency services. There is no doubt when these recommendations are embraced and implemented the confi-
dence the public has in our volunteer fire service will continue.




RECOMMENDATIONS FOR
CHANGES AND REFORM

State Fire Prevention Commission shall create regulations in keeping with the recommendations of the task force as
documented in Recommendations for Reporting and Compliance (Appendix G).

The goal is to reach full compliance of all Volunteer Fire Companies in the State of Delaware and if such compliance
is not adhered to then the State Fire Prevention Commission may refer the non-compliant entity to the State Audi-
tor’s office and request an immediate financial audit of the entity.

General Assembly members on the task force shall draft and introduce legislation to amend Del. C. 16 § 6608 au-
thorizing the State Fire Prevention Commission to implement their proposed regulations and adding more authority
to the State Fire Prevention Commission for enforcement purposes.

General Assembly members on the task force shall add language to the Grant in Aid Bill where appropriate to rein-
force the State Fire Prevention Commission’s authority to withhold monies of the Grant in Aid bill go to any noncom-
pliant fire company.

. The State Auditor’s office shall at all times communicate with and advise the State Fire Prevention Commission of

any and all volunteer fire companies that office may be investigating.

This communication is essential to the needed cooperation of both State entities to better oversee and assure the
compliance of the recommendations of the Delaware Financial Review Task Force of Volunteer Fire Companies es-
tablished by House Concurrent Resolution 95 of the 148th General Assembly.

Delaware State Fire School (DSFS) shall incorporate the Internal Control Best Practices listed in Appendix F in
classroom instruction as outlined in the Proposed Best Practices Class, DSFS Letter (Appendix H).



APPENDIX A

SPOMEOR: Rop. D. Short & Rep, Carson & Rep. Schwarizkopl &
Sen. Ennis & Sen. Simpson

HOUSE OF REPFRESEMTATIVES
148th GEMERAL ASSEMBLY

HOUSE CONCURRENT RESOLUTION MO, 95

AM ACT ESTABLISHING A TASK FORCE TO REVIEW THE FINANCIAL MANMAGEMENT PROCEDUIRES OF
VOLUNTEER FIRE COMPANIES.

WHEREAS, a majority of the Delaware ¥olunteer Fire Companies are self-regulated as it pertaing 1o the
mamagement of their fumds, with only an anneal self<report being submitted to the State Fire Prevention Commission; and

WHEREAS, within the last year, it has been reported that cerain volunteer members have embezzled a substanial
sum of money, incheding nearly $200,000 in o case: and

WHEFREAS, the General Assembly believes it is appropriate to examing the financizl controls and audif
procedures of the volunteer fire companies in order to determing if there are reforms that can be mads in order © help avoid
these acts of embezzlement and misappropriation;

NOW THEREFORE:

BE IT RESOLYED by the House of Representatives of the 148th General Assembly of the State of Delaware, the
Senate concurring therein, that the Task Force 1 review Financial Management Procedures of Volunteer Fire Companics
be created in the State of Delaware;

BE IT FURTHER RESOLVED that this Task Force shall consist of the following members:

I, Twomembers of the Delaware Senate {one from the majosity party and one from he minority party).

in&luding & co-chair, appoinied by the President peo fempare.
2. Two members of the Delaware House of Representatives (one from the majarity party and one from the
imlarity party], including a co-chair, as appointed by the Speaker of the House.

3. Two members from the State Fire Prevention Commission.

4, Two persons who are members of & local voluntesr fire company in this State, 1o be appointed by the
Delaware Volunteer Firefighter Association.

5. Two members of the general public, with a preference for persong with experience or qualifications in the
fleld of accounting, 25 eppointed by the Governor.

6. The State Auvditor or designee,
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7. A representative from the Office of the Controller General,

B, A representative of each of the counties, appointed by the county government.

BE IT FURTHER RESOLVED that the co-chairs of the Task Force be responsible for guiding the administration of
the Task Force which includes:

1. Setting a date, lime and place for the initial erganizational meeting;

2. Suporvising the preparation and disiribution of meeting notices, agendas, minutes, correspondences, and

reports of Task Force; and

3. Enswring thet the final report of the Tazk Fosee is timely submined to the President pro fempove of the Scnate

and the Speaker of the House of Representatives, with a copy o the Governor.,

BE IT FURTHER RESOLVED that the Office of the Awditor of Accounts be responsible for providing reasonsble
and necessary support stafl and materials for the Task Force.

BE IT FURTHER RESOLVED that this Task Force shall perform a comprehensive review of the axisting
fngncial dteounting and menagement procedures of the varous Delaware Volunteer Fire Companies and their respective
TeEporting requirements to the State of Delaware.

BEIT FURTHER RESOLVELD that this Task Feree return to the General Assembly by January 31, 2007 with
recommended changes and reforms to congider in order to promote proper fscal management and decrease the tisk of
embezzlement and misappropriation by members of the woluntesr fire companies.

SYMOPSIE

Many of the Delyware Volunteer Fire Companies are for all intents and purposes self-policed as it pertaing 1o the
managemant of their company funds. As highlighted by the recent reporis of embezzlement, the current system is
vulnerable. This House Concurrent Resalution establishes a task force to examing what procedures are in pluce todeay,
anf?t: ﬂ?uhdmnmmmdmim for changes and reforms zimed at reducing the risk of embezzlement by persons in chargs
of these funds.
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SPORSOR: Rep. D Shart
San Ermiz

HOUSE OF BEPRESEMTATIVES
140th GEMERAT ASSEMBTY

BOUSE CONCURBENT REESOLUTION NO. 5

EXTENDING THE REPCRTING DATE OF THE TASE FORCE TO EEVIEW FINANCTAT. MANACGENENT
PROCEDURES OF VOLUNTEER. FIRE COMMPANTES.

WHEFEAS, the Tazk Force to Feview Financial Manszement Procedores of Volumteer Fire Conpanies was
exiablished mmder Howse Conourrent Fesohaton Mo, 95 of the 148 General Assembly to perform & comprehensive review
of the existing finsmcial accoumbng and mansgement procedures of the variows Delswars Vohmiser Fire Companies and
their respecive rEpOmnE requirements to the State of Delawars; and

WHEFREAS, the Tazk Force was directed to snbmit it findings and recommendstions report to the General
Axzamly by Tamnary 31, 2017; and

WHEFEAS, the Tazk Force has worked dilizendly on its stady, baf is not vet prepared to subnit its report; and

WHEFEAS, this extension is being requested by Fepresentamnve Daniel Short and Senstor Enms becamss
additions] informaton has heen received from outside accountants and the Smie Anditor’s Office, and doe to scheduline
conflicts, the Tack Force has been imable to mest to review the mformation; and

WHEEREAS, the members of the Task Force beliove that they will not be able to submit the report by Jamnary 31,
2017,

NOW, THEFEFOEE:

EE IT REESOLVED by the Honse of Fepresentatives of the 149th Genersl Assembly of the State of Delaware, the
Semate conOuming thersin that the date by which the findings snd recommendations report of the Tazk Force to Review
Financial }Ianagement Procadures of Vohmteer Fire Companias i due be exzended o Februsry 28, 2017,

SYMOPSIS

This resolumion extends the due date of the Sndines and recommendstions report of the Task Force o Feview
Financial Mianagement Procadures of Volimteer Fire Companiss from Tameary 31, 2007 to Felbmoary 28, 2017,
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APPENDIX B

VFD Financial Management Review Task Force
Meeting Minutes
October 12, 2016 6:30 p.m.
House Chamber Legislative Hall

Members in attendance: Co-Chair Sen. Ennis and Co-Chair Rep. Dan Short and Rep. Bill Carson
Mike Morton, Controller General,
David Roberts, State Fire Prevention Commission, Chairman
Ron Marvel, State Fire Prevention Commission, Sussex County Commissioner
Ray Stevens, DE Volunteer Firefighter’s Association
Dan Carrier, DE Volunteer Firefighter’s Association
Adrienne Hegman, State Auditor’s office
Susan Durham, Kent County, Director of Finance
Gina Jennings, Sussex County, COO & Financial Director
Nonmembers: Tom Wagner, State Auditor
Patricia Davis, Deputy Attorney General, State Fire Prevention Commission
Warren Jones, DE Volunteer Fireman’s Association
Members unable to be present: Ronald Derr, CPA, PKS & Company, P.A.
Renee Villano, CPA, Albero, Kupferman & Associates, LLC

House Minority Leader Danny Short called the meeting to order at 6:30 p.m. Representative Short stated the purpose of the task
force and the goal of reporting back to the Speaker of the House by the end of January 2017. Rep. Short also reiterated the task
force is there to help the VFD to help maintain their reputation and ability to attract volunteers. He would like to identify those

who have procedures in place and assist the departments who do not have procedures in place.
Background Information on the role of the State Fire Prevention Commission

Patricia Davis, Deputy Attorney General representing the State Fire Prevention Commission (the Commission), proceeded to in-
form the task force what the current process is for the Commission in regards to audit of the Volunteer Fire Departments (the
Company). Ms. Davis reported under the authority of Delaware Code 16 §6608 the Commission has the right to promulgate regu-
lations requiring financial audits, specifying the type of audits, the reporting periods, procedures for reviewing the audits and the
processes to be followed in the event a company fails to submit or submits an inadequate audit.

The Commission’s regulation 708 requires volunteer fire departments to submit a completed report by an independent certified
public accounting firm at a minimum “Review” level. The audits have to include a financial statement (balance sheet), statement
of revenue and expense, statement of cash flow and annual reporting has to be done within 6 months of the close of the fiscal
year. When the audit comes into the Commission it is sent to their review committee which is made up of 3 members who must
have a professional background in auditing as well as finance. The review committee will review the audits that come in and send
a report to the Commission stating whether no action is required or that the audit is incomplete or there is something irregular
and some type of corrective action needs to be taken.
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Delaware Code 16 §6608 gives the Commission the authority to enforce this regulation by imposing a civil penalty of up to $100 a
day for everyday that an audit is late and is capped at $5000 for only volunteer fire departments that do not submit an audit. The
monies from the penalties go to the General Fund. If there is a Company that has a continued failure to submit a report or a con-
tinued failure to make corrective action that is noted by the review committee, then the Commission can refer to the Company to
the Auditor’s office, the Attorney General’s office or the IRS.

Rep. Dan Short inquired if there are any statistics on departments that have failed to submit an audit, the number of departments
where the review committee has noted a corrective action, number of Company’s which have been fined by the Commission.
Dave Roberts stated that there has never a Company not file an audit. There have been instances where the audits have come late
or requests for extensions.

Sen. Bruce Ennis questioned if it was Delaware Code or regulation. Ms. Davis stated the requirement and the ability to fine are
Delaware code and the rest is Commission’s regulation.

Rep. Short wondered how the Companies choose the auditors used for audits and if it was done by state bid. Dave Roberts stated
each Company has the ability to select the auditor to do their audit. Throughout the years, it was determined that there were a lot
of companies that were having problems with the audit being performed in a timely manner, so the Commission has basically
weeded down the list to a handful of auditors that conduct that the audits. As a result, the audits are now being done in a timelier

manner.

Rep. Carson questioned if the firms have to be a professional firm doing the audits. Ron Marvel confirmed that a professional CPA
firm is required to sign off on the audit, not an individual auditor. Tom Wagner remarked according to professional accounting
standards, if an individual within a firm is preparing the books than the audit would need to be prepared by a different firm.

Background information on previous audits conducted by the State Auditor’s office

Tom Wagner, State Auditor, gave background of the audits of the companies that have been conducted. Mr. Wagner stated at the
heart of every one of these cases, except in Belvedere VFD, it is usually one single individual that was empowered with the ability
to complete the fraud. Fraud is found everywhere and the lack of board oversight and the understanding their responsibility to
ensure the financial obligation to the company contributes to the ability for fraud to occur. All of the audits performed at the State
Auditor’s office have been done at the request of the volunteer fire service either directly by the company or by individuals within
the company. Having a higher standard of an audit does not guarantee catching the fraud but it does help although there is a
higher cost. Mr. Wagner suggested developing a check list that either VFD through the board or through citizens in the area inde-
pendent of the company can use to minimize fraud.

The debit card which breaks all internal controls and a company depending on where they are at in regards to equipment and ap-
paratus where there is a nice pile of cash sitting there waiting for a capital purchase make for an excellent situation for fraud.
Many of the fraudsters are honest people who believe they are going to pay the money back but in reality they end up not being
able to return it.

Rep. Short expressed a concern over the companies paying $7500 or more for an annual review given the instance where an audit
for the past 3 years didn’t pick up the fraud of $190,000 during that time frame. State Auditor Wagner stated accounting firms are
looking at the numbers provided to them in an audit and making sure they are put in the proper box not necessarily look at the
internal controls and each individual transaction. An opinion audit looks at the internal controls and looks deeper into the books
and transactions but the cost is more substantial. A checklist for the company’s board would be more beneficial in catching the
fraud earlier.

Rep. Carson expressed the same concern over routine audits not catching the questionable transactions that have been going on
over a period of 2 years without receipts. State Auditor Tom Wagner stated that this is due to poor oversight and lack of controls.
State Auditor Wagner stated due to the fact that many members of the fire departments do not have financial and auditing expe-
rience, not to mention the time that it involves in either keeping the books or being on the board overseeing the books for a com-
pany having a budget size the current fire companies. He suggests that a company hire an experienced CPA to handle the books,
pay the bills and taxes, etc. This costs around $600 monthly, but taking in consideration the budgets of the different companies
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Sen. Ennis states that there have been several questions why things were not caught earlier but the simple answer is the compa-
nies don’t have controls in place when they should and many of the individuals join to be a firefighter not as an administrative
member so companies have to take the individual that is willing fill the position. Also, the companies are not routinely audit by the
auditor’s office as they should. Sen. Ennis would like to identify a best practice list and would like to see what the companies are
using and not using by reporting back to us on their current procedures and internal controls. Sen. Ennis hopes that this will also
help attract volunteers for the administrative areas in particular in the area of finance.

Discussion

Rep. Short mentioned that he had been contacted by many firefighters about the task force and the need for it. His response was if
someone had spent a little bit of money than they would not have lost a lot of money. In one particular company, the assets of the
company were comprised of 58% State money, 14 to 16% County money and the rest was raised by the company. So the fraud
cases do involve taxpayer’s money. This is the reason County members are included on the task force as well. In essence it is 5% of
the companies causing problems for the other 95%.

Rep. Short discussed the possibility of having companies submit all financial documents they have within a specified timeframe and
have it within 30 days which would be reviewed to detect areas of concerns.

Sen. Ennis requested the two counties present tonight inform the task force on how their county handles the reporting of the fire

companies.

Susan Durham, Kent County Director of Finance, stated the companies are required to submit a simplistic report similar to what
they submit to the State Fire Prevention Commission annually. However, there are some companies that have submitted full au-
dits. Gina Jennings, Sussex County COO and Finance Director stated they also require the financial statements and hold county
money until the reports are received. Gina also explained the auditors inform you the internal controls are not reviewed when the
audits are performed so the task force should focus on the internal controls and procedures not the audits are being done.

Dave Roberts remarked from a NCC standpoint, the county requires the same audit as the commission and has withheld county
money until received.

Rep. Short asked Commission what it would like the task force to go with this issue or do they believe this not a real issue and noth-
ing really needs to be done. Ron Marvel remarked the fire departments were upset when the audits were first required but have
since come to terms with the requirement. The Commission has discussed possible options which are having a state agency in
charge of the audits, the fire commission is in place to do this if the given the proper tools and equipment, and the ability to en-
force properly on needed corrective actions with the help of the Auditor’s office or do nothing. The Commission would like for the
task force to help develop the tools for the companies to use for recordkeeping and the increase the role of the Commission with
enforcement considering the highest fine currently is less than having an actual audit completed. Dave Roberts reiterated the Com-
mission does not have the authority to ask what has been done to correct recommendations or enforce recommendations from
previous audits. He believes the Commission should have the authority to do something if a company is not complying

Ray Stevens stated, “It is the nature of the beast, if some see a way to take advantage they will.” The companies need to tighten up
on the use of credit and debit cards that the officers carry around. Treasurer should not be allowed to take cash withdrawals. Have
to best practices and tighten controls over cash transactions and work together as group. Mr. Stevens agrees to give the Fire Com-

mission more authority if that is what it takes.

Mike Morton mentioned Charter Schools having a similar issue around 12 years ago and mandated training for their board mem-
bers resolved the issue. Also, having a full financial report of a period of 3 months given to the board should also result in less theft
instances.

Mr. Wagner stated the auditor’s office has held a class in Millsboro recently with the management side of the fire company and will
be doing the same in Kent and Sussex Counties. The class relates to fiduciary management of the board and the controls that need
to be in place. Mr. Wagner also suggested having a blueprint in place for the companies to follow.

Rep. Short has received some concern about requiring more training within the fire companies concerning the amount of training
currently being conducted within the fire companies.
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Adrienne Hegman remarked the problem is the lack of training and knowledge in the fire department. The individuals don’t know
how to do the books and/or don’t want to do it. Many of the members don’t have the experience and no training was available for
them to understand what they need to do. The reason charter schools requiring training worked for is due to the participants being
paid to attend. The companies are not getting paid - it is all volunteer. So, it would be hard to expect individuals to attend training.

Rep. Short stated this is a worthy cause we have under taken and asks the members hang on for the next few meetings to see what
can be developed to assist the companies. It seems we are missing a lot of checks and balances within the companies.

Rep. Carson reiterated what Ms. Hegman stated concerning how times have changed and the fact that companies are no longer
paying on credit within a local neighborhood company and receiving a bill in the mail to be paid by check but instead are paying
with a credit card or online without providing a paper trail.

Sen. Ennis would like to have the State Auditor and at least the two co-chairs if not all of the legislators of the task force to create a
qguestionnaire and have it sent to the companies before the next meeting in order to comply with lines 34 - 36 of the HCR 95, “this
task force shall perform a comprehensive review of the existing financial accounting and management procedures of the various
Delaware Volunteer Fire Companies and their respective reporting requirements to the State of Delaware. Sen. Ennis suggested
the questionnaire have a quick reply date so the response could be received and tallied. Rep. Short also suggested having someone
from the Commission assist with questionnaire. He would also like to run it by everyone via email to see if anyone has an opinion
on the questionnaire and help determine the date of return.

Rep. Short also brought up the issue of fire companies needing to be insured in order to recover monetary losses and most major
insurers have a requirement of prosecution in order to get the money back. He has not seen where the cases have been prosecut-
ed and wonders if the fraud is considered a white collar crime or are the companies self-policing? Mr. Wagner responded in the
case of Belvedere there were some charges and in Frederica’s case there was a conviction, however, in Marydel’s case there was
no real evidence of fraud to proceed with prosecution due to the poor recordkeeping. The Attorney General does not always work
hand in hand with the auditor’s office. Therefore, he does not have all the details concerning prosecution in every case. Everyone
should have liability insurance and go high rather than low due to the large amount of cash that is set aside for the Individuals
being bonded was brought up but not sure if it is something the task force would like to consider since it requires a different
amount of scrutiny.

Items needing follow-up

The group consisting of the Legislators (co-chairs at a minimum), the State Auditor’s office and the State Fire Prevention Commis-
sion will develop a simple questionnaire to send to the fire companies. This questionnaire does not need to be 4 to 5 pages long
and it is hoped to be in an electronic format if at all possible. There will be a quick response period in order to get replies back in a
timely manner. Once there are some responses received, the next date will be scheduled. Dave Roberts believes that they could
get the questionnaire out electronically and fairly easily. The Commission keeps a list of all of the firms that have been conducting
audits for the VFD’s which should prove to be helpful.

Gina Jennings remarked that Sussex had conducted a survey recently and is willing to share the information they received. Ms.
Jennings did state Sussex County was able to determine the local fire companies were insured on the low side and gave the infor-
mation to the fire companies and which was well received.

Next Meeting

to be determined later
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APPENDIX C

VFD Financial Management Review Task Force
Meeting Minutes
December 13, 2016 4:00 p.m.
House Hearing Room - Legislative Hall

Members in attendance: Co-Chair Sen. Ennis and Co-Chair Rep. Dan Short, Sen. Simpson and
Rep. Bill Carson
Kimberly Reinagel-Nietubicz, Controller General Office,
David Roberts, State Fire Prevention Commission, Chairman
Ron Marvel, State Fire Prevention Commission, Sussex County Commissioner
Ronald Derr, CPA, PKS & Company, P.A.
Renee Villano, CPA, Albero, Kupferman & Associates, LLC
Adrienne Hegman, State Auditor’s office
Susan Durham, Kent County, Director of Finance
Gina Jennings, Sussex County, COO & Financial Director
Nonmembers: Tom Wagner, State Auditor
Patricia Davis, Deputy Attorney General, State Fire Prevention Commission
Warren Jones, DE Volunteer Fireman’s Association
Bill Betts, Jr., DE Volunteer Fireman’s Association
Art Ricker, Citizen’s Hose (Smyrna) Fire Department
Members unable to be present: Ray Stevens, DE Volunteer Firefighter's Association
Dan Carrier, DE Volunteer Firefighter's Association

Welcome and Introductions
House Minority Leader Danny Short called the meeting to order at 4 p.m. and introductions were made.
Review of Survey

Rep. Dan Short thanked the Fire Commission and Sherry for distributing and monitoring the survey. There were 52 re-
ports with 2 companies responding twice to the survey. The following companies had not responded Aetna, Cranston
Heights, and Mill Creek in New Castle County, Carlisle (Milford) and Farmington in Kent County, and Ellendale, Green-
wood, and Gumboro in Sussex County. Gumboro was submitted after the survey results were tabulated. Each of the 18
questions was reviewed individually. The tabulated survey report is attached see exhibit A.

Open Discussion: suggested paths to take

Rep. Carson expressed a couple of concerns while reviewing the survey results. One concern is in regards to question 3,
“Does the accounting system identify receipts and expenditures of funds separately for each fund source (i.e.: grant-in-
aid, grants, events, fundraisers, etc.)’, where 9 companies do not have a separated reporting system. Rep. Carson re-
ferred to Art Ricker and his expertise as a previous treasurer for Citizen’s Hose for 30 years. Art did express some con-
cern for the lack of separating the funds but mentioned he felt the key thing is to start with a budget and report progress
against the budget and then if something is off from the budget it would be a red flag for the Board of Directors.
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The board of directors is not doing their job either due to not knowing what to do or they are not provided the information to
see what is going on. Ultimately, this would help in strengthening the overall control process. Rep. Carson believes the
money in these instances is not being tracked very well.

Sen. Ennis stated although questions concerning cash were good on the survey, he believed the information in the audit
reports from the State Auditor’s office showed the fraud occurred through the use of unauthorized checks written. Tom
Wagner confirmed this information was correct. Sen. Ennis also mentioned one case also involved unauthorized case of
credit card. Discussion came around to the treasurers elected into the position are individuals not familiar with the
bookkeeping practices and those elected to a position on the Board of Directors are not always understanding their fiduci-
ary responsibilities on the board. Tom Wagner suggests for those companies to hire a professional bookkeeper who don’t
have qualified individuals within the company to do the job.

Rep. Short mentions problems often occur when transitioning from one treasurer to another or recruiting a qualified individ-
ual who is willing to accept the position. Also, the fact the fine of not filing an annual report to the Fire Commission is less
than actually having the report compiled. Rep. Short mentioned the previous meeting it was mentioned two possible solu-
tions are to develop a best practice for the fire companies or give more “teeth” for the Fire Commissioner. It does not make
sense to have a fine for failure to comply less than the cost of complying.

Sen. Simpson inquired if the Fire Commissioner’s office offers training for the board of directors and treasurer. Ron Marvel
responded Fire School does offer administrative officer classes but the class has not been well attended.

Ron Marvel stated currently some Fire Companies with ambulance services are having firms handle the billing for the runs
and filing the medical forms as well as payroll for the paid personnel. However, this is not a free service and the Fire Com-
panies are not currently as well funded as they were in the past. Rep. Short played devil's advocate and stated the cost of
paying for bookkeepers is not as much as the embezzlements which have taken place. It was mentioned the Counties
have the same report submitted as the one submitted to the Fire Commissioner’s office.

Dave Roberts reiterated it comes back to the Board of Directors is not doing their jobs.

Rep. Carson points out question 13 which asks if the checking the bank account is done monthly which 100% of the com-
panies say they do checked it monthly. He questions how it can be checked monthly if the fraud/embezzlement is taking
place. Rep. Short stated it depends on how you define ‘checked monthly”. Art Ricker added the accounts could be
checked but are the individuals checking the balance unrelated to the treasurer?

Ronald Derr reiterated it comes down to educating the board and the company so they know their duties. He also brought
up the question of who exactly are completing the reports for the fire companies. If they are CPA’s, then they are held to a
higher standard due to their license in reporting to outside agencies. The boards need to be educated on who are qualified
to be doing the report reviews.

Mr. Wagner stated we need to keep in mind about separating companies with ambulance service from the companies who
do not have an ambulance service. There are several companies which do not have an ambulance service in Kent and
Sussex counties.
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Renee Villano talked about how when she meets with the Fire Companies she provides her services; she educates the
board with the best practices and segregation of duties. An audit is not design to find fraud. An agreed upon procedures or
areas that the board agrees what documents are reviewed. Have someone else besides the treasurer to do monthly bank
reconciliations.

Tom Wagner stated the options are for the companies to have a financial statement audit or continuing having a review but
also requiring a form of internal controls in place.

Sen. Ennis requested for a future meeting, the board be presented with any similarities existing between the previous 5
audits. Tom Wagner responded with the similarities being a lack of treasurer oversight, related members in high positions.
Sen. Ennis then inquired if there had been any prosecutions in the cases where fraud was determined. It was stated the
case involving Frederica, the individual was prosecuted but later pardoned. In the case of Marydel, there were no charges
due to lack of documentation. The current pending case is still waiting for documentation to be provided under subpoena.
The Millville case has charges have been filed and the Belvedere case had a conviction.

Rep. Short pointed out there were a variety of answers for question 18 for accounting of cash with the respondents 19 and
42 supplying the longest answers. It all comes back to how a company defines reconciliation. Rep. Short wanted more
analysis from the auditor’s office by looking back further such as 10 years’ worth of audits. Tom Wagner responded that he
has 5 complaints sitting currently in his office with various degrees of concern ranging from small issues and up. However,
the cases of fraud all share lack of treasurer oversight or connected individuals and lack of oversight by the board.
Adrienne Hegman reiterated the summary provided at last meeting had 3 common issues, one person (treasurer) with total
control, the lack of board oversight and the use of signature stamps.

Ronald Derr referred to his experience with several fire companies incurring large bookkeeping fees because the board did
not know where to go for the record keeping they require and between the bookkeeping and audit/review fees, they spent
anywhere from $80,000 to $90,000 and the board still didn’t know what was going on financially within their company.

The problem occurs because the fire companies operate under the good ole boy network and the board of directors and
treasurer positions often remains the same or the individuals within the Company don’t wish to fight against those in lead-
ership.

Dave Roberts stated the opposite can occur as well, where there is a whole new leadership within the Company. As a re-
sult the new members are unaware of what has been done in the past and what reports are required to be filed and when,
as a result continuity has been lost.

It was determined the review currently required by Delaware Code, which is the same report filed for state grants and with
the counties, served the purpose it was originally required to but is no longer applicable. The review report is not capable
of detecting fraudulent activity and needs to be replaced.

Art Ricker mentioned he had created a report with tasks required and when they need to be done as well as when to ex-
pect certain revenue from the State and County for the next treasurer at his company. So a guideline or best practices for
future treasurers would be a great reference.

Others agreed a best practices list should be developed and explained to each of the boards similar to the meeting the
State Auditor’s office held in Sussex County which had been complimented on by the individuals in attendance. It was also
remarked, this should be a mandatory attendance as part of the application for the State grant process.
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Tom Wagner suggested the possibility of incorporating civil and criminal prosecution for the board members if the fiduciary
obligations are not meet like the corporate world has for their board members. Rep. Short pointed out the corporate world
has a larger pool of volunteers to select from and those board members have term limits.

Sen. Ennis inquired if the grant application still required a financial review report. Art Ricker and Kimberly confirmed that it
is still required. It was also remarked the counties receive the same report — exhibit B.

Ron Marvel suggested the Auditor’s office selects two or three fire companies at random every year to review. Once the
review is completed, the auditor could provide positive feedback on correct ways to do certain transactions, recordkeep-
ing. This way there is no additional cost to fire companies to have financial reviews completed and potential fraud would
be decreased since there is no way to determine when the company would be reviewed.

Rep. Short asked Renee Villano if she did any work for a fire company. Renee responded she does audits for 3 compa-
nies and she reviews 3 and she has a good working relationship with each of the boards. The boards she works with are
very business minded and she has been working with them for years. She was wondering if all of the fire companies
would be willing to have a member of the public serve on their board. This was determined to not be a solution to the prob-
lem.

Rep. Carson asked for clarification for the existing required financial report had served its purpose and is no longer effec-
tive. It was agreed this report was out dated but had done the purpose when it was first implemented.

Conclusion

Rep. Short requested Tom Wagner’s office to compile five commonality best practices and provide the list at the next
meeting. Tom Wagner requested to work with the Art Ricker and the two auditors, Renee Villano and Ronald Derr. They
could provide a list of functions for the treasurer and board members. Tom Wagner also requested to have representation
from the fire service to have their input regarding the feasibility of their suggestions. Rep. Short mentioned this would not
be necessary because a final decision was not being made and they could provide their input after the suggestions have
been determined. At the next meeting, the task force as a whole would decide what can be implemented. Rep. Short also
remarked how the random audit suggestion was good but some companies could view the audits as a punishment for
those companies which have been following good financial practices. Rep. Short suggested looking for an incentive for the
companies which are complying to recommendations and practicing good procedures rather than having a penalty for
those who are not complying.

Rep. Carson asked if all non-profits are required to have a budget. It was answered in the affirmative. Rep. Carson stated
all fire companies should be required to have a budget as well and use this for the board to monitor the financial situation
of their companies. Renee Villano remarked there is a danger of having a too detailed budget which could result in im-
proper postings or the financial records not being used properly. However, she did agree a budget would be a good place
to start and has worked with the companies she does business with in providing a class on QuickBooks to aid in the finan-
cial recordkeeping.

Ennis thanked everyone for attending as well as all the fire companies who had completed the survey and the Fire Com-
missioner’s staff for compiling the survey information and putting it into graph form. Rep. Carson requested to adjourn at
5:13 p.m.

Next Meeting

A date for the next will be determined in January 2017.
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APPENDIX D

VFED Financial Management Review Task Force

Meeting Minutes
January 25, 2017 12:00 p.m.

House Minority Caucus Room - Legislative Hall

Members in attendance: Co-Chair Sen. Ennis and Co-Chair Rep. Dan Short, Sen. Simpson and
Rep. Bill Carson
David Roberts, State Fire Prevention Commission, Chairman
Ron Marvel, State Fire Prevention Commission, Sussex County Commissioner
Ronald Derr, CPA, PKS & Company, P.A.
Adrienne Hegman, State Auditor’s office
Susan Durham, Kent County, Director of Finance
Gina Jennings, Sussex County, COO & Financial Director
Ray Stevens, DE Volunteer Firefighter’s Association
Nonmembers: Warren Jones, DE Volunteer Firefighter’s Association
Bill Betts, Jr., DE Volunteer Firefighter’s Association
Ted Walius, DE Volunteer Firefighter’s Association
Members unable to be present: Dan Carrier, DE Volunteer Firefighter’s Association
Renee Villano, CPA, Albero, Kupferman & Associates, LLC

Kimberly Reinagel-Nietubicz, Controller General’s Office

Welcome and Introductions

House Minority Leader Danny Short called the meeting to order at 12:02 p.m. Rep. Short mentioned a resolution was introduced
on the House floor yesterday to extend the report deadline from January 31% to February 28" It passed the House unanimously
and is waiting to be heard in the Senate.

Review of Recommendations for Internal Control Best Practices document
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Adrienne Hegman from the State Auditor’s office reviewed the prepared document entitled “Recommendations for Internal Con-
trol Best Practices” which was prepared with the help of Art Ricker, Citizen’s Hose past treasurer, Renee Villano and Ronald Derr.

Open Discussion:
Rep. Short thanked Adrienne and the others for putting the recommendations and asked for any questions or comments.

Ron Marvel requested to know the timeframe it would take to complete these duties outlined in the best practices. Should they be
done weekly, monthly?

Rep. Short wished someone from the Controller General’s office was present to comment on whether the best practices are just
for fire departments or is it something publishable for anyone in the public who are receiving state grant money?

Sen. Ennis stated the purpose of this was to create something which would help resolve the issues in the fire departments without
being too onerous for the fire department to implement since not many in the fire departments have financial backgrounds. The
suggestions which have been proposed are probably already implemented within the departments. He did express concerns about
the investments section of the document and how it would affect the smaller fire companies and might suggest adding investment
firms in the investment section. However, this is a good start to resolve the current issues and would like to hear what some of the
fire departments have to say.

Ray Stevens agreed there should be a timeframe to have these recommendations to be implemented. He is concerned about the
smaller fire departments might have problems getting these items implemented.

Rep. Short questioned if Fire School currently has this type of training to assist the smaller departments. Warren Jones agreed
there needs to be some type of training component whether it would be conducted at the March 11" Symposium or at least dis-
cussed.

Rep. Carson believes it doesn’t need any expertise in the recommendations. It is compromised mostly commonsense things until
you get to the duties of a treasurer. There should not be a lot of work for fire school except the budgetary recommendations and
the software.

Ron Derr stated the committee tried to keep it simple, it just comes down to a lot of people don’t know what is expected of them.
That is the biggest purpose of the document to educate the individuals in the positions.

Ted Walius stated being a past fire school instructor as well this information should definitely go to Fire School and if they set up
the needed classes and have it offered every year and this would be a big help in providing the repetition needed for the individu-
als to remember what is needed and expected.

Rep. Short inquired if there was any type of certification or recognition to accompany the classes offered by the Fire School which
would enhance the desire to attend the classes. Sen. Ennis stated the only thing offered is just the certificate. Ron Derr inquired if
there is something in place which requires an officer of the board or director to take these classes. Somewhere someone has to be
held accountable due to the large amount of money going through these departments so the blame cannot be passed around. Rep.
Short stated this is the reason we are here today.

Sen. Simpson stated his district represents a lot of the smaller fire departments and wonders if this will make it harder on the com-
panies if it is made as a requirement? Adrienne agreed mentioning Little Creek has been appointing the positions for years because
no one is willing to run.

Ted Walius remarked how individuals look to Fire School for obtaining knowledge on fighting fires and individuals don’t necessarily
like the paperwork aspect required of the departments which makes the administrative classes hard to fill. Some departments have
a hard time with getting the young ones interested in these classes. They look for a class to bring them up to another level especial-
ly on the line and if the administrative classes were required to be able to rise to certain positions within a company it might help.

Rep. Short mentioned this was what he was referring to in the previous meeting to provide incentives especially for smaller compa-
nies. He would like to make this more an incentive rather than a punishment.
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Rep. Carson pointed out a lot of items are simple so narrow down the course for the important part which is budget and bank ac-
counts. So the class does not last more than a day or two at most.

Dave Roberts remarked a company’s accountant is going to be the only one really that will know if the recommendations are being
adhered to. Is there a possibility to incorporate this into a form the accountant fills out? This way it would help the Commission to
identify the departments who need more training. The question is would this put more of a financial burden on the departments if
this was included within the annual review requirement.

Ron Derr stated most the items are already addressed during an audit. However, if the department is only getting a review com-
pleted he does not believe this would be that much more money to include the form checklist but could not put a dollar sign to it.
It could be part of the report to the Fire Commission which is done annually but what is the result if not done.

Bill Betts stated the treasurer is one of the people who work the most hours at a Fire Department and speaking from a small com-
pany perspective which had a treasurer caught by a previous treasurer and currently does about 95% of the items in the recom-
mendations list, there does not seem to be any problem with the recommendations and believes the committee has done a good
job.

Ray Stevens suggested partnering with Delaware Tech for them to create the classes needed for implementing the recommenda-
tions. Ron Derr stated the classes would also be good for other non-profit agencies to attend.

Gina Jennings likes the idea of the checklist and believes if the whole board is required to sign off on it then they would be holding
each other accountable. Rep. Carson brought up the fact it might be hard to get the whole board together to sign off on the check-
list and maybe just having a majority of signatures. Someone suggested maybe having the at least the President and the Chief sign
off.

Sen. Ennis is not opposed to Delaware Tech offering the classes but feels at least the initial classes should be authorized by the Fire
School and they are able to get special instructors.

Dave and Rep. Short will talk with the Fire School concerning the training and what they are willing to develop course wise.

The Recommendations for Reporting and Compliance is reviewed and unanimously accepted with the on item 6 to state “the right

to recommend State monies be withheld”.
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[nternal Controls Questionnaire

11 Are the duties for financially responsible
members and/or key employees of the
organization defined?

Answered: 60 Skippad: 0

ml

% 10% 20% 3% 40% 50% 60% 0% 8% 0% 100%

Yos 98.33% 59
No S 1.67% 1
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2 Are written procedures maintained
covering the recording of transactions?
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Internal Controls Questionnaire

7 Does the accounting system identify
receipts and expenditures of funds
separately for each fund source (i.e.: grant-
in-aid, grants, events, fundraisers, etc.)

Answered: 60 Skipped: 0

m-

0% 10% 0% 30% 404 50% 60% 0% 807%

Answer Cholces Responses
Yes 83.33%
No 16.67%
Total

04 Are separate individuals responsible for
recording transactions and reconciling
bank statements?

Answerad 80  Skipped 0
'“ _
uo -

% 10% 20% e 40% 0% 0% 0% 80%
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Internal Controls Questionnaire

Total (2]
05 Are two(2) signatures required on

disbursement checks?

Answered: 60  Skippad: 0
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Yas 9333% 58
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Q6 Are signature stamps used?
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Answer Cholces Responses
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No 88.33% 51
Total 60

(7 Has the organization obtained fidelity
3721
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Internal Controls Questionnaire
bond coverage for responsible officials?

Answerad, 60 Skippec: 0

M-

0% 10% 20% 0% a0% 0% 60% 0% 8% 0% 100%

Answer Choices Responses
- ' s P
No 20.00% 12
Total ad

(% Do purchases over a specified amount
require additional approvals?

Answared: 50 Skigped: O

“I

N 10% 20% 0% 40% S0% 0% 0% 8% 0% 100%

Answer Choices Responses
Yes 96.67% 58
No 233% 2
Total 60

2.9 Do company credit cards allow for cash
withdrawals?

Answered: 60 Skipped: 0

4121
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Internal Controls Questionnaire

% 10% 2% 30% 40% 50% 50% 70% 80% 90% 100%

Answar Chaolces Responses
Yoz 1.67%
No 98.33%
Total

010 Does the company have debit cards?

Answered. B0 Skipped 0
=
Yes
“ _

% 10% 20% 0% 4% S0% E0% 0% 0% 0% 100%

Answer Choices Responses
Yes &67%
No 93.33%
Total

217 Are the checks kept in a secure area?

Answernd 60 Svipped: 0

5/21
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Internal Controls Questionnaire

% 0% 0% 30% 40% 0% 60% 0% ek, 0% 100%
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2112 Are checks cross referenced to
vouchers?

Answernd: 60 Skipped; 9
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2113 Are bank accounts reconciled
monthly?

Armswwored: 80 Skpped: 9
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Answer Choices

Total

Answer Cholces

Yee

Total

Internal Controls Questionnaire

0% 10% 0% 0% o 0% EO% % % 0% 100%

Q14 Are bank accounts and check signers
reviewed and authorized by the board at
least annually?

Answared: 60 Skipped: 0

0% 0% 20% 0% 40% S0% 0% 0% e 0% 100%

215 Do you have a receiving function to
inspect, count, and inventory all materials
and equipment?

Answered: 680 Skisped; 0
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Answer Choices

Yes

Total

Answer Chaices

Yes

No
Total

Intemnal Controls Questionnaire
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216 Are fuel logs maintained for each
vehicle?
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Internal Controls Questionnaire

(no label)

beverage,...

Equipment
purchases?
% 0% 20% kL] 40% Sre 0% 7% 80% S0%  100%
Q) Yes  g@No
obbe A
Yes No Total
Food, beverags, alcchol purchases? 55.00% 45.00%
33 a 60
Equpment purchases? 78.33% 21.67T%
a7 12 60
(118 What method do you use to account for
any cash taken in by your department?
Answered. A0 Skipped 0
® Responses Date ) )
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of the company and the are respensible for the propar accounting of the funds.

Financial Secretary racaipts £ and then gven 1o the Yessurer (o deposit it.
Cash regiter

Cash mcnies is given to Ty and p d on 10 Adm. Secretary for bank dep
Forms & signatures

Straight deposit

receipt boak

Cash is counted, and recorded inta the accounting system with thase cash items kept locked in the Treasures Ofica.
Depeaits are made as 5000 38 poaaibks, Cash is counted at time of bank deposit to canfim ameunt is comect 1o the
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Internal Controls Questionnaire

Twin gireers for cash whan e cash is placed in the lodeed box with the signatumes bsing Mo both member having
countsd and assared that thie amaut is presant. Whan the ireasuner deposils, i a discrepancy i naoied it shall be
fepanad o e baand of dieeclans.

two counters
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colleclions.
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Recorss kept by Treaswrerin Excel and reported 0 accounsant
Cash necalphs are verified thern furmed over to the Treasuner far making deposis
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Finarcial Secralary recounts the cash for acouracy and then deposits in $e bark.

Al funds meeived @ umsd Inie our Aecountsn

The Finarcial Secrajary deposils, racks and records all cesh meome and submbs @ repart ta the Board of Direciors
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Internal Controls Questionnaire
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Canh takan in is acsaunled for by giving out a carbon copy from @ pre numibaned book and @ copy i Kept on Tle and
thare is ta ba na pagas remavad feom e e house book, The cash s then deposited inlo a bank acoount. This
process i m aur wnten Francal Procedures.
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Tursclion to include tha bar are recaived by the 2nd Yice President and forwarnded (o the Tressurer for deposit
Donaticrs are gsn 10 the Treasurer &ar dapesil, Vendirg machine cash i collecied by the Ways and Means
manager and deposited in the PHC Checking acoour with & recespt given I the Treasurer, Tha Trassurer forsards

al maney b 5C Asseclates for Daposil,

We hava 8 recipel book were all cadh iransactions are accourted lor, When the cesh s receed | e Fesaure 56
Is5UR A reciept 10 Hhat parkon for the cash reciaued. A catn copy is lell in the reciped ook,

Racorded in Quick books ledger as cash for depasit. Sashis only recated through T shi sl

individunl providing cash is s5wed receipt which caman copy is marlained in receipl book. Treasurer ssues receipl o
alaff memiar once caah i Wwrned aver o the Treasursr for deposit

Financial seoretary and a Board member recebhs, count. waiily and deposi said funds

Any cazh bakan in vin oot dives acl ee coumled, leaged, by 2 membars and farsaard (o the traasurar Wik 2 copy of
said log placed n Presidents mail bow. Gash brought in by way of raMaticsts sabss ams ogged by Gekel numbers,
Eaih mambsar is nespanaika Tor fis of e kel fumbers. Any online licket sales are direct depasited direchy (o $e
bank with slalemments fomeward md bo the bessiren,

Icoming fund dive hes 3 pecphe apening all envalopes, cash if any & dooument=d separately from all checks. &ll bar
income is pravan by both banerders and hall manages, Irvaniory af all alcahcl documants incoms for kool sakes. AN
Furain ara Idccumantatad ad locked in & sscure place.

Iz given 1o the Finandal Secretary whia tecords # than gives mnnay b tha Trapsirar
Wertficaton by muliple parsons., elacimnic cash ragister for funcliors, and cash receipl registers

Wary seklom handle cash and when we da we get recioes and sgnatures for all IRNEICIONS

11719 What types of financial reports are
given to the fire company board on a
monthly basis?

it s P RIppET

Ras ponsss

The monthly bamk statemenls ara raviews:d by 1he Prasidant of the Compery and manihly 8 TeREURErS rMoom & given
detaling al expances o the manlh. Thess sxpenses are than approved by the company.

SNesal Tor Cument wear va praviods vaar YTO prafil

Our accountant sends. Full repart- par righiighiz Bal
& Lees wa Budgel YT peofil and loss ve prewious year

Chadis wiitlen with descriptian ard acenurd oode Daposit raport Balenice shest Profit a9 loas Invesimeni mpord
Rewiow of actual bank alalements ane also made avaiable al sach monthly beard maeeting

11721
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11182016 635 Fid

1IMRI20ME 4:37 PR
11HAI2046 11:30 AM

11ME2018 B05 AM

TUAT2016 1028 P

TV 2016 10055 AM
VI BED1E 4:52 PM

TIMGR20E 1159 A

11 HER201E 8:54 AM

TAE2018 B33 AM
T1ME2016 701 PM

11ASE0E 6:OT B
TAMGZ01E Srie P

11 R20IE 456 Fhl

1115208 4:53 PM
THASRHE 4:17 PU

TISEHE4:01 PM

Date
2220T k59 PM

212017 1014 P

292017 0: 3% P
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Internal Controls Questionnaire

Incame, axperses and batance ramaining in the Boaed of Do budget

Treasurar, Presidert, Chisd, Chisd Enginsss, Buildingsigrounds, Coummacations spending & balancss.
Manthly expersss and previous month's balance of accounk

profit and losses mpa. debailed Wessure raport by sccounl

Morithly income and expense reporls ane proviced o mambsans of the Boand, Repon also proviikes kar manthly and
year o data, Parl of the report als o provides Tor monthly and year o date budgel comparisons,

Apcounl batances and bils paid

Checks ara annpundcad on 4 monthly bhasis 8 (he company meeting and approved for paymant and so are the financial
apetunls and we received quariery franoial reporis fram our accolsient

Balances and mpancibres
checking, pawll, invesimenl account
Burget, hills, Balance shaat, Hall and Bar raprois

Al aiioun| sletus and Brdings wilth accounl, including the lang beme imvestmants. Additionally, a holdings repert fram
aur invastment frm prnted from thailr wabsite, Finally a repant of checks paid o induda all blls and dsbusimants, &
T i givan when the quariedy review is made by the third party accounting fiem an their indinga,

prepared slatements

Thia Traas urars rapar ig revisaed monthly during aur Regular comparsy masting and & sy of be fepor & b be
provided to the Secretlary for record,

Balanga shaet. daposits, and sspendilunes monthiy
Full repeet on bills, peryments, income of varous (k. Ambitance, rad light maney, etc )
Bl WEERLY TREASLIRE REFORT WHICH IS APPROVED BY DEPT MEMBERS

Board and Firs Company presented Balance Sheel, Profit and Loss and Checks over 3100 reports 2nd Monday of
avary manth at mestings,

Reports supplied by our accounting firn. All rarsacions, account balances srd Fvesiments ane read al the company
meeting and BOO mealings,

Comphsta detad of all expendiures to all Board memitiers and ganenal memibarshio

Depesils and Expandiues for sl Benk Accoris, Bark Recomnciiatons. Print Ouls for aur investmenis Acoount
Cagh Tiw balance absal veidor expenses report Income slab=mend

We provide financil monly reports inchiding inComa, sXpensas and Scoounls pevable

Thi Compary & read the Acsooni balanoss, Incomes, and sxpenses stdements. The Treasure also bringe 8 copy of
all chedss vwillen and the General Joumal Tor ghe manih 30 et any quesions can be anseered on lhe spal. This i
akso dona al the Board of Diraclars montbdy meeling. Al books and supporting documants are avalable tar mamber
review al all times. Cur company has aur Aceauntant (LU and Associates) came in monthly o review all rarsacdions
and raconcié all bankinweatmant stounls. The accounlant also resiews all company and Board of dirsclans meating
miruies o confirm all paymenis that have been made,

Incoma and axpansa 10 mambarship bi waekly
Experditure= and income
Incomas, axpanditunas, depoets, paynll, budget balances, bank acoaurt inda, investment balaroes

Wiz have a bank boak wilh all the ongnals bank statements for e neviser Doand 1o visw We heve a epord that has
PO thal ara ower §1,000 that is apgecwad al the beard mesting. Every board member gets a Balanca sheal, Frofl &
Less Budgsl VE. Actual | Expense Raport.

Full finanecial repor by & Mind parmy {ral 8 mamber of the company|

A detied firancal report s preserged o the Board of Direclors aach manth at b monily Boand mesting. The repart
s e presdnds monis aclivity. Sach moni, the BOD ako receives a cwment iImestmant Raport fom our
Investment Advisor.

Manthly Bark Recondiliation Reporis ars submetied o each reguiarty scheduled compary manthly meeling,

All biari slatements, fnancial statemants, and budget repants {from Accouniang)

12/ 21
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LT 3:07 PM
2002017 10:30 Al
202017 B2 P
117217 6.50 PM

12145201 6 F45 PM

121173016 238 PM
12172018 1054 AM

TEMEME 2:04 P
1HU2ME 324 P
122016 2:28 P4
12082018 T18 P

12052016 Z 28 PM
12072016 258 PM

AZR2I01E 2:23 P
2212016 1:.07 P
121126 7-08 P

12111206 1:51 P

12172006 10:18 AN

1202016 B:05 AM

NMAEIE 528 PM
112016 B3 P
VVANGTG F13 P

THIW201E B9 Al

11IZ20ME 7:10 PA
MIZNEME 610 PM
T2 E 535 PM
V2S04 6 4:446 Pl

1112802018 3:21 P

112902016 3:15 P

TUZRR2E 2.4 P
11202076 6:33 AM
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Internal Controls Questionnaire

Responses

Fanmingion Vol, Fre Co,

Cranston Heights station 14

Mill Grask Fire Company

Carlisle Firs Company, Inc

Ellerdale

Gumbono Valunleer Fire Company
Graeraod fire oo

Aaina Hose, Hook and Ladder Company
Belvedars Firm Company

Dialbraane City

Elsmere

Wilrninglon Mars Yelyrdeer Fire Co, Inc,
‘Waluntear Hose Company of kddieiosn
Cripans” Hosa Company Ho. 1 ne
Mzmovial Vol Fire Co

Marpral Vaunkear Fire Co bnt,

Houghon Yahkintesr Fire Company
Seaford Wolunbear Fire Depatmant incopoested
DELMAR FIRE DEPT MC

Bethany Beach Valunteer Fire Caompay
Gaoan-Will Fire Ce,

Linde Creek Volurtzer Fire Comparny
Felton Community Fire Company
Mllsboro Fire Company

Milion Fire Deparment

Camden Wyoming Fire Compary
Selbyvlle Volureer Fire Ca

Aooana

Pan Penn

Chretana Fire Compamy

Ceongatewn Fire Co., I,

Harly Vobmizer Fire Cao,

Magnolia Vol Fire Go.

Sowth Bowers Valunteer Fire Company
Harmiregton Fire Co. Ing,

Rehaboth Beach

Frua Proints Firs

Minguass Fine Comparry

laurel Fine Dapatmant Inc

Fresarica Vakinbesr Fire Company

14121

34

Date

20212017 6.5 P
2UAT 13:14 PM
21112017 830 PM
2HD201T 20T PM
212017 10:30 AM
ZRO0T 8:11 P
1G0T &:50 P
121475016 SedS P
121112016 2:33 Pl
V2016 1054 AMl
100G 2:04 Frd
1IN2016 3:2d PN
1202016 228 PM
12052016 718 PM
12682016 228 P
120452016 3:58 Pl
12020016 2: 23 Pl
VZIBZ0E 1,07 P
1212016 T:08 P
12N 1:51 P
TEN2ME 10:18 A
1312006 806 AM

1 1/3U2HE 9:28 PM
1 UVA0TE 43 P
1LA0RO0E E:13 PM
113002016 =49 Al
1172883016 7-159 Pid
T2WINE 6,19 P
1128016 5:05 PM
TULUINE 448 P
1282016 3:31 P
TURAI0NE 315 PM
1128206 243 PM
112920 E B33 AM
11EZE2016 1241 PM
1128201 6 SO0 AM
11IISI2016 1354 PM
11252016 12:48 PM
TUIHI0NE 1148 AM
111252016 3:40 P
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45
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55
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58
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Internal Controls Questionnaire

Tabeyvile Fire Company Inc.
Hinzkssin Fira Compsany
Toramesnd Fire Comparry

Hodloway Ternecss Volunbear Fie Co
Cheswaold Volunbear Fire Co.
Claytan Fire Co, Ma. 1, ¢
Frankfond Yol. Fire Ca,

Brdaguila Vol Fire Co., Inc.

Lewwes

Leipsic

Tha Cilessa Fire Company
Minquadakes Fire Compary

Robbirg Hone Company af Daver
Iefilkville ‘ol Fire Company
Clayrnant

Blades Volurteer Fire Co
Brandywing Hundred Fina Compary Mo, 1
Bawars Fire Company, Ine

Indian River Yolunt=er Fire Co., ing,

DAGEBORD

071 County

angswarad; G0 SHigpad

Reapanses

Hanl

Maw Caalle

MNew Caslle

Kent

Sussex

Sussax

SLEAEE

Hew Castle

Mew Caatle Caunty
Mew Castle Sounty
Py Catli

v st

Higw' Cagilie Connly
Kant

Slkman

15121

35

12206 541 AM
1121520 46 &:-37 AM
TR2WING 1237 P
111 B016 B:35 PM
THAZ0E 4:37 PM
FR201E 19:30 AM
MRS B:05 AM
TIM7RME 1028 Pl
MMT201E 10:58 A
TAGRZ016 4232 P
TFE2R01E 11:56 AM
TMEZ016 854 AM
T1E2016 B33 AM
TINEE0E 701 PM
11ME2016 6:07 Pid
115208 518 B
11MEI2016 4:56 P
THEMHE 4:53 PR
TIMS2016 417 PR

TAS2016 4401 PM

Dt

22127 659 PM
201207 10:14 PO
21172017 B33 PM
21 X7 307 P
FNDE0T 10030 A
2207 821 P
1HI20T 550 PM
12142016 B:4% P
13112018 2:38 Fia
12M12006 10:54 A
122 ME 204 PR
122016 324 P
122016 248 P
125502016 718 P
T2E2016 2:28 P
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37

40
41
42

41

46
47
48

45

g1
53

53

Kanl

Slssex
SUSSEX
Sugse
Mew Castle
Kt

Kent
Suasax
Suzpax

Kaant

SUS5RA

N Casile
Hew Casie
S
Kenl

Mew Castle County
g Cagila
Sussex

Kent

New Casfe

Mew Casde

Mew Castle County
New Casllz

Hant

Fent

Tassen

Sussex

SUSSAN

Mew Castie

Maw Casile

K

SussRk

Hew Castle County

SuseRy

Interiial Controls Cluestionnaire

16/ 21
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1242018 5:59 PR
122016 23 PM
1212018 1:07 PM
12UE01E 708 PM
12192016 1:51 P
AZM2HE 10:18 A
1212016 &:08 AM
111300 MHE 9:25 P
TE02016 &43 Pra
TAN201E E13 PM
32016 B49 AM
1152872016 7:19 Pu
11205096 518 PM
U292 E 5:35 P
016 446 P
11252016 331 PM
11282016 215 PM
T1R2HA01E 243 PM
112002016 6:33 Adi
TZR0E 12:41 PM
1128206 9:00 Al
11I252E 12;54 P
11rZH2016 12:48 P
TIRZA201E 11456 AM
112212016 349 PM
1221016 8:41 AM
TWZ1ENGE 537 AM
TUBLEG 12:37 Pa
1 IHER0ME B-38 PM
TUHE201E 437 PM
TIME2016 11:30 AM
T E201E B:05 AM
T IEE 1028 Pl
TIITRMEG 1056 A
11826 452 P
TMS2016 11:50 Al
TME2016 B:54 AM
1162016 8:33 AM
T1MS2016 701 P
T1MBA0E &:07F P

TAMEEMNE 518 Pl
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Intemal Controls Questionnaire

New Caslla

2022 ¥our name

Apswared] B0 Thinpe:

Responses

Jan Galla

Laslar Collazis

Jor Siewart, Prasident
Charles Cowerdale, Traasura
Garald Webb (Jr.)
Rabin Smith

Philig Yannicala

derry L. Daniels
Tarrance M Clark
Waldemar W, Popps Jr.
Ben Dunn

Rchael Shaw

Kewin & Reinike
Jprathan Rutedge
Wiliam Tobin

Randy Barr

Frank Martire

Harry Mulrine
ANDREW REMEMTER
Heather Murphy
Thomas Claygton

M Fraziar

Ken Ryder, Treasurar
Ry C. Buton

Deannis J. Hughes
Maithaw Brown

Dowug Hudson

Todkd Marssl

Ay Trowhidge

Sandy M, Ingram Lchn Savile Presiden]

Levais W, Briggs, 1l

17121

37

TIMS2016 4755 PM
1152018 4.53 PM
TIABE016 417 PM

NEEME 4.0 PM

Date

LEU2T 659 PM
22T 014 P
21192017 B33 PM
2N 2017 307 PM
0T 10630 AM
AT A:24 P
12T G50 P
1246 8:49 Pl
120G 2:33 P
1212076 10:54 AM
1211072018 Z:04 P
120502016 324 PM
12002018 228 PM
1202016 718 PM
1252016 275 PM
1204{2016 3:069 P
1227016 2:25 P
12200018 1:07 Pl
AZH NG TR P
12172016 1:51 PM
A2M 206 10:18 and
1212016 BO6 &AM
1T UB2E 3:29 P
TUEVENEG &4 P
112016 &:13 PM
1UIVA0IE 240 AM
12016 713 PM
1122016 B:19 PM
1172602016 5:35 PM
TZW206 445 PM
11282016 3:31 PM
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LT
an
40
4
42
43
4
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47
45
48
50
51

52

LT

J. Allan Mstherry, Se
Herh Semans, b
Jrihi M [Jack]) Palte

William 0. Brade - Presickani

Internal Controls Questionnaire

V1282018 315 Pid
112202015 2:43 P
TUER0AE 8:33 A

TEE201E 12:41 P

Theanudore J Dy TIZE2016 200 &AM
Francis Willams 22016 12:54 Pu
G Clificn THIHENE 1248 PM
\W¥ilizm Heam VIZII0E 1144 A
Stephan Whita V1226 349 PM
Jallray P Miller 11/2221ME 8:41 A
Dan Camar THZVZIE 537 Al

Leonard Walace Jr
Thomas M Gaoki jr Wark™
Gacegs . Pyatl, Jr.
James L. Cutbaga, J.r
Ridilila Mirray

Paler . Stephens, Tressiusr

02018 12:37 P
UM E 635 PM
1182016 457 PW
ARG 1920 AW
11MBRE01E B:OS Al
TR0 10:28 Pad

Bryan pappe TTTRIE 10:56 A
Drvayme Sealey 11HERIE 4:32 P
Grreg Schulze T E2016 11,53 AM
Mam Marlin AN 62016 B854 AM
Temry M. Whitham 11185016 B:33 Al
Walicia Matacn PAWEE0E 7:01 P
Thomas CiCrisiofaro TIERG &:07 P
Tead Rty 1UMSZ06 5:18 P
Fecheatd T, Perili 1LHSI2016 4:58 P

Biryan Jacksan, Sr
Fatrick C. Milier
Todd MoCabe

T1AIS2006 4:53 PM
TAER2016 417 PM

A 52016 d:01 P

127 Contact phone number

224 Contact email address

Answarsd. 00  Fkipped: 0
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APPENDIX F

Recommendations for Internal Control Best Practices

Officers/Board of Directors

The roles and responsibilities of each position should be documented and a copy provided to each member up-
on being elected or appointed to a position.

Committees

Committees should be established to assist in the oversight of business processes such as budgeting, investing,
fundraising, hall rentals, etc.

Budgetary Accounting Software

It is highly recommended that the software program used be one that is easy to learn and widely recognized so
that help and assistance materials are available from a variety of sources.

If your agency does not have this type of software, consider QuickBooks.
Budget
A Budget Committee should be established and assigned the responsibility of developing the annual budget.

The budget should account for all areas of income and expense, and provide enough detail for appropriate anal-
ysis of responsibility areas such as:

0 Administrative

o Utilities

0 Trustees - Building, etc.

0 Vehicles — maintenance and operation
o Firefighting — equipment and supplies
o Ambulance - equipment and supplies
o Social Hall

o Entertainment

o Debt

e The annual budget should be reviewed and approved by the Board of Directors and/or Company membership.
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Bank Accounts

All bank accounts (including certificates of deposit (CD), petty cash, investment, and savings accounts) shall
have at least two authorized signers.

Bank statements should be mailed directly to the Company.

If account activity is conducted online, at least two (2) authorized individuals, who are not related, should have
access and separate login credentials.

All accounts should be reviewed and updates to authorized signers should be made at least annually.

Investments

Transfers
[ ]

An Investment Committee should be established and assigned the responsibility of monitoring all investment
accounts.

The Investment Committee should provide monthly reports that consist of at least a Balance Sheet which
shows the current fair market value, and/or a Profit and Loss Statement which shows gains and losses for the
month.

The transfer of funds between accounts should be approved by the Board of Directors and/or Company mem-
bership and recorded in the minutes.
A signed and authorized Transfer Form should be completed when the transfer is initiated.

Loans and Commitments

No member of the Company is permitted to obligate the Company unless expressly approved by the Board of
Directors and/or Company membership.

Capital Assets

Inventory

A record of all buildings, vehicles, equipment, and repairs should be maintained and reviewed/updated annual-
ly by the Board of Directors.
All capital assets should be recorded and depreciated in the accounting software/program.

Purchases and shipments should be compared to receipts or purchase orders to ensure that all items were
received.

Logs for equipment or capital assets should be updated when new items are received.

Fuel logs should be maintained for all vehicles and, if applicable, reconciled to fuel or credit card transactions.

All checks must be signed by two (2) authorized unrelated individuals.

Signature stamps should not be used.

Blank checks should be stored in a secure location, such as a lock room or drawer, and access limited to only
those with check writing responsibilities.
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Credit Cards
e Credit cards should not allow for cash withdrawals.
¢ Issuance of credit cards should be limited to only those members and officers with a legitimate business need,
such as:
Fire Chief
President
Vice President
Secretary
o Other roles assigned the responsibility of purchasing
e Card limits should be set based on the role each cardholder.
e Receipts for purchases should be turned in to the Treasurer or Financial Secretary and be accompanied by a
Purchase Order, or similar purchase tracking form, and include a description of the purchase, its intended use/
purpose, and the budget account the purchase was made from.

© ©0 O O

Debit Cards
e Debit cards should not be used or issued.

Purchases
e Purchase limits should be established which require advanced approval from the Board of Directors and/or
Company membership for purchases exceeding that limit (ie; $3,000.00).
e Support should be maintained for all expenditures (ie; invoices, receipts, purchase orders, approvals/
authorizations, etc.), and reconciled to the monthly statements.

Cash Advances/Reimbursements
e Cash advances should be limited, but if determined necessary, they should be approved by the Board of Di-
rectors and recorded in the minutes.
e Authorizations/approvals and support documentation (ie: receipts, invoices, etc.) should be obtained for all
cash advances or reimbursements.

Payroll
e Documentation should be maintained on all employees and include IRS Forms I-9 and W-4, as well as any
additional annual tax forms.
e Payroll transactions should be recorded each pay period.

Outside Contractors
e 1099 Forms should be issued to any contractors or other persons paid by the Company that is not an employ-
ee of the Company.

Reconciliations

e All bank statements and credit card statements should be reviewed and reconciled monthly by at least one (1)
authorized individual who is not an authorized signer.
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Reporting

The Treasurer shall provide a monthly report to the Board of Directors and/or Company membership to in-
clude at least:

o Reports of Income and Expense with comparison to Budget

o Copy of Bank Statements

o Copy of Bank reconciliation approved by authorized reconciler

o Listing of all transactions processed in accounting period

Revenues/Billing

[ ]

[ ]

[ ]

[ ]
Insurance

Cash receipts should be deposited in a timely manner.

Separate individuals should be responsible for making and recording deposits.

Income should be recorded to the appropriate budget account.

Billing accounts should be reviewed monthly to ensure that amounts received have been deposited.

The Company should purchase insurance policies to protect itself against losses.
The purchase of insurance policies that specifically cover fraud, theft, and embezzlement is highly recom-
mended.
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APPENDIX G

Recommendations for Reporting and Compliance

Review level report is provided and reviewed by State Fire Prevention Commission annually.

. Those reviewing the report submissions must receive training and education on interpreting the reports and then de-

ciding the best course of action.

If the report contains any recommendations, the Commission can then decide to accept the report, or require an
Agreed-Upon Procedures (AUP) or Opinion Audit be performed.

If an AUP is required, the procedures will be provided by the State Auditor.

. The fire company has 30 days from the date of notification by the State Fire Prevention Commission of additional
audit requirements to provide the contact information of the auditor or firm that will be performing the audit. If not
provided, the Commission will then hire a firm to perform the audit at the cost of the fire company.

. The State Fire Prevention Commission has the right to recommend State monies be withheld from any fire company
that does not comply with the reporting requirements.
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APPENDIX H

February 2, 2017

The Delaware State Fire School (DSFS) continues to provide and has provided over the years a number of programs
that address the management of a fire company. These include programs that address both the management of person-
nel and financial management. Previous classes included the Fire Company Management Series. Classes included
budget and planning, communications, conducting meetings, and managing people. These programs were replaced with
the National Fire Academy Leadership series programs. Currently, the Fire Officer Programs include budget develop-
ment, the budget process, policies and procedures of administrative duties, purchasing process and the development of
a company budget.

After a review of the recommendations for Internal Control Best Practices, the State Fire Prevention Commission and the
Delaware State Fire School feel that the recommendations are vital to the operation of a Fire Company, or any company.
This would provide the necessary information in one program, allowing DSFS current programs to continue as written.
For those companies that currently have policies and procedures in place, the program would serve as a review and pro-
vide the necessary training for newly elected officers to fully understand the financial operations of their company and the
information they could expect to receive.

The State Fire Prevention Commission and the Delaware State Fire School recommend the following for the develop-
ment and delivery of a program:

Internal Control Best Practices

Objective: To provide the Elected and Appointed Officers of a Delaware Fire Company a detailed understanding of their
roles, responsibilities, and to ensure that proper procedures are established ensuring the proper financial management of
the Company.

Audience: Elected or Appointed Officer of a Fire Company

Length of lesson: Three Hours

Location: Scheduled at the three DSFS Divisions in January yearly.
Offered in-service (at a requesting Company’s Station)

Instructor: Fire Service Il Instructor with a background and knowledge of financial operations.
An individual with a background as an auditor, CPA, or a Company Financial Officer.

On-line offering: After an initial offering in a classroom session provide as an on-line class.
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The Delaware State Fire School will develop in the Student Record Keeping System a method of indicating that a person
attended the Internal Control Best Practices Program and date attended. Included will be attendance record of last re-
fresher class attended. This information will be able to be provided in report form, from information in the Training Recog-
nition Program area.

Also a report could also be run at the company level indicating members attending the training over a specified period.
Included in the initial program will be handouts to support the teaching points.
o A checklist of the recommended best practices.

> This checklist would allow the President, Treasurer and other officers to review the company’s current
operation and identify strengths and areas requiring improvement.

> This checklist could be completed, signed and filed with the review report yearly with the State Fire
Prevention Commission.

o Alist of recommended accounting software.

> Recommended training for users of software.
e Investments

°  Additional training recommendations on how to select and work with an investment firm.
o Payroll

°  Additional information for those companies who perform their own payroll.
o Outside Firms for Payroll and/or Accounting activities

> Alist of best practices and information expected from the firm

°  Having the requirements in writing with the firm.
e Recommendations for the use of Purchase Orders

> How to make this work recommendations.

After approval, the Delaware State Fire School will develop the program within 60 days and pilot the program within an
additional 60 days. By the 2017 Conference, a preview of the program will be available to the Delaware fire service for full
offerings beginning October 1, 2017. The 2018 course schedule will reflect the course offerings at DSFS beginning in Jan-
uary 2018.
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