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January 5, 2018

TO THE BOARD OF DIRECTORS OF THE
ELLIS COUNTY EMERGENCY MEDICAL SERVICE DISTRICT

Transmitted herewith is the audit report of Ellis County Emergency Medical Service District for the fiscal
year ended June 30, 2016.

The goal of the State Auditor and Inspector is to promote accountability and fiscal integrity in state and
local government. Maintaining our independence as we provide this service to the taxpayers of Oklahoma
is of utmost importance.

We wish to take this opportunity to express our appreciation for the assistance and cooperation extended to
our office during our engagement.

Sincerely,

GARY A.JONES, CPA, CFE
OKLAHOMA STATE AUDITOR & INSPECTOR



ELLIS COUNTY EMERGENCY MEDICAL SERVICE DISTRICT
STATUTORY REPORT
FOR THE FISCAL YEAR ENDED JUNE 30, 2016

Presentation of Collections, Disbursements, and Cash Balances of District Funds for FY 2016

FY 2016
Beginning Cash Balance, July 1 $ 1033884
Collections
Ad Valorem Tax 272,771
Charges for Services 98,747
Sales Tax 556,825
Miscellaneous 2473
Total Collections 930,816
Disbursements
Personal Services 328,241
Administrator Salary 16,337
Maintenance and Operations 337,373
Audit Expense 16,349
Total Dishursements 698,300
Ending Cash Balance, June 30 $ 1,266,400

Note: Sales Tax

On April 6, 2010, Ellis County voters approved a 1% sales tax commencing on October 1, 2010 for five (5)
years. The sales tax was renewed on September 30, 2015. The Ellis County Emergency Medical Service
District (the District) receives 25% of a 1% percent sales tax to be used for funding of the District. The
District submits claims for reimbursement to the Ellis County Board of County Commissioners for approval
for payment.

The County reimbursed the District $556,825 for wages and maintenance and operations of the District,
which are included in the schedule above.

Source: District Estimate of Needs (presented for informational purposes)
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Ellis County Emergency Medical Service District
P.O. Box 591
Shattuck, Oklahoma 73858

TO THE BOARD OF DIRECTORS OF THE
ELLIS COUNTY EMERGENCY MEDICAL SERVICE DISTRICT

For the purpose of complying with 19 O.S. § 1706.1, we have performed the following procedures:

e Determined that receipts were properly deposited and accurately reported in the accounting
records.
Determined cash balances were accurately reported in the accounting records.

o Determined whether deposits and invested funds were secured by pledged collateral.
Determined that disbursements were properly supported, were made for purposes outlined in
19 0.S. §1710.1, and were accurately reported in the accounting records.

e Determined that all purchases requiring bids complied with 19 O.S. § 1723.

e Determined that payroll expenditures were accurately reported in the accounting records and
supporting documentation of leave records was maintained.

o Determined that fixed assets records were properly maintained.

e Determined whether the District’s collections, disbursements, and cash balances for FY 2016
were accurately presented on the estimate of needs.

All information included in the records of the District is the representation of the Ellis County Emergency
Medical Service District.

Our emergency medical service district statutory engagement was limited to the procedures performed
above and was less in scope than an audit performed in accordance with generally accepted auditing
standards. Accordingly, we do not express an opinion on any basic financial statement of the Ellis County
Emergency Medical Service District.

Based on our procedures performed, we have presented our findings in the accompanying schedule.



This report is intended for the information and use of the management of the Ellis County Emergency

Medical Service District. This restriction is not intended to limit the distribution of this report, which is a
matter of public record.

GARY A.JONES, CPA, CFE

OKLAHOMA STATE AUDITOR & INSPECTOR

November 6, 2017



ELLIS COUNTY EMERGENCY MEDICAL SERVICE DISTRICT
STATUTORY REPORT
FOR THE FISCAL YEAR ENDED JUNE 30, 2016

SCHEDULE OF FINDINGS AND RESPONSES

Finding 2016-2 - Inadequate Segregation of Duties of Bookkeeping Processes (Repeat Finding)

Condition: Upon review of the bookkeeping process of the Ellis County Emergency Medical Service
District (the District), it was noted that duties are not adequately segregated and one individual performed
the following duties:

e Revenue/Receipts:
0 Picks up the mail,
Opens the mail,
Issues receipts,
Prepares deposits,
Receives the bank statements, and
Prepares the Monthly Financial Reports.

©Oo0OO0O0O0

e Patient Accounts:
0 Maintains all patient records, and
o Determines the amount of uncollectible debt to be written off.

e Disbursements:
0 Picks up the mail,
Opens the mail,
Orders goods,
Prepares checks,
Signs checks,
Receives items ordered, and
Receives the bank statements.

O O0O0O0OO0O0

e Payroll:

o

Prepares the work schedules,

Prepares the timesheets for all employees,
Calculates payroll deductions,

Issues payroll checks,

Remits taxes for state and federal withholdings,
Prepares payroll reports and related tax forms, and
Receives the banks statements.

OO0OO0O0OO0OOo

Cause of Condition: Although these conditions have been related to the Board in the prior year, policies
and procedures to adequately segregate the bookkeeping processes have not been designed and
implemented nor have mitigating controls been implemented.
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Effect of Condition: These conditions could result in unrecorded transactions, misstated financial reports,
clerical errors, or misappropriation of funds not being detected in a timely manner.

Recommendation: The Oklahoma State Auditor and Inspector’s Office (OSAI) recommends that the
Board be aware of these conditions and determine if duties can be properly segregated. If segregation of
duties is not possible due to limited personnel, OSAI recommends implementing compensating controls to
mitigate the risks involved with a concentration of duties which would include monitoring and reviewing
the bookkeeping processes and evidencing this review by initialing and dating documents. Additionally,
compensating controls could include involving the Board in daily functions of reviewing deposit slips and
reconciling the monthly bank statements.

Management Response:

Chairman of the Board: We are a small District and only have one Administrator, but the Board is
working on outsourcing payroll and most of the financial reports. The Board is working on a policy for
timesheets and recording of vacation time. The Board will update all bank accounts and three (3) Board
members will be on the list to sign checks. The Board will work on a policy to designate duties to the best
extent possible.

Criteria: To help ensure a proper accounting of funds, key duties and responsibilities should be segregated
among different individuals to reduce the risk of error or fraud. No one individual should have the ability
to authorize transactions, have physical custody of assets, and record transactions.

Finding 2016-3 - Inadequate Internal Controls Over Bank Reconciliations, Monthly Financial
Reports, and Accounts Receivable (Repeat Finding)

Condition: Through inquiry of District staff and observation of certain accounting processes, several
weaknesses were noted as follows:

e  The District did not maintain a general ledger; therefore, no reconciliations of bank balances were
performed which resulted in the following exceptions:

0 In December 2015, the amount on the client prepared monthly financial report was not
reconcilable to the bank debit entries in the amount of $8,410.02. After further investigation,
the $8,410.02 was determined to be the difference between the net and gross payroll. The
withholdings were recorded once as part of the Net Pay and then again as part of the Payroll
withholdings on the client prepared monthly financial report.

0 On February 4, 2016, there was a bank debit entry labeled “IRS USATAXPYMT” for
$1,810.26. This debit entry was in addition to the regular Internal Revenue Service debit
entry. We were not able to locate any documentation for this debit entry nor was it included
in the client prepared monthly financial report.
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o In May of 2016, there was an unexplained variance between the bank debit entries and the
amount in the client prepared monthly financial report of $3,115.95.

e At June 30, there was an unidentifiable variance of $14,000.35 between the bank balances and the
amounts reported on the client prepared monthly financial report.

e  Because the District received a lump sum total of Medicaid payments, the amount of Medicaid
payments was not recorded on individual patient’s accounts; thus, the amount of accounts
receivable could not be determined and the amounts to be written off as uncollectable were an
estimate determined by the Administrator.

Cause of Condition: Policies and procedures have not been designed and implemented to account for the
accuracy of financial records and reports.

Effect of Condition: Due to these conditions, the District has no records with which to reconcile to the
bank statements and errors in monthly and annual financial reports, and unidentified bank debit entries.
Additionally, the amounts to be written off as uncollectable are not an accurate representation of
uncollectible debt or accounts receivable. These conditions could result in unrecorded transactions,
misstated financial reports, clerical errors, and could result in misappropriation of funds not being detected
in a timely manner.

Recommendation: OSAI recommends that the District maintain a general ledger to account for the cash
assets of the District to reconcile to bank statements and monthly financial reports and research total
Medicaid payments to determine the patient accounts to which the payments belong to accurately represent
accounts receivable and uncollectable accounts.

Management Response:

Chairman of the Board: The Board is working on outsourcing financial reports, including payroll and
general ledger information. The Board will review all bank statements and reports in the monthly Board
meetings. The IRS USTAX PAYMENT was from the change of due dates from monthly to semi-monthly.
The Administrator was not aware of this change. The Board and Administrator will work with the billing
service company to obtain detailed reports on the Medicaid payments to determine the best manner to credit
the patient account with the payment.

Criteria: Accountability and stewardship are overall goals of the Board in the accounting of funds.
Effective internal controls are essential to provide reasonable assurance about the achievement of the
entity’s objectives with the regard to reliability of financial reporting. Effective internal controls require
oversight of the Board to provide assurance that bank balances are reconciled to a financial records and
reports, and accounts receivable and uncollectable amounts represent actual amounts.
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Finding 2016-4 - Inadequate Internal Controls Over Ambulance Service Run Activities (Repeat
Finding)

Condition: Upon inquiry of District staff, observation of records, and the test of twenty-five (25)
ambulance runs, the following exceptions were noted:

e Eleven (11) ambulance runs listed on the run log reflected payments on account that could not be
traced to receipts.

e One (1) ambulance run dated April 11, 2016 had an outstanding balance in the amount of $2,191.50
at the date of review; however, no action had been taken on the collection of these funds.

e Seventeen (17) ambulance runs reflected write-offs totaling $4,852.30 that were not approved in
detail in the Board minutes.

e Two (2) ambulance runs reflected adjustments totaling $2,165.20 that were not approved in detailed
in the Board minutes.

e One ambulance run from the run log could not be located by the third-party medical billing
company.

e Six (6) ambulance runs reflected incorrect amounts billed to patients as compared to the Board
Approved Fee Schedule.

Dispatch
Identification/ OSAI Actual

Incident Date of Calculated Amount (Underbilled)

Number Service Amount Due Billed Overbilled
421915120 7/25/2015 $2,578.00 $2,028.00 ($550.00)
421915140 8/28/2015 $791.20 $741.20 ($50.00)
421915157 10/9/2015 $563.20 $713.20 $150.00
421915168 11/27/2015 $916.00 $1,016.00 $100.00
421715057 12/15/2015 $894.40 $944.40 $50.00
421916012 1/13/2016 $2,002.00 $1,452.00 ($550.00)

Cause of Condition: Policies and procedures have not been designed and implemented to ensure all
services provided are billed correctly, receipts are prepared for all monies received, delinquent accounts are
reviewed, and the Board approves all write-offs.

Effect of Condition: These conditions resulted in unrecorded transactions, misstated financial reports,
clerical errors, and could result in misappropriation of funds not being detected in a timely manner, and the
District under/over-billing for ambulance services.

Recommendation: OSAI recommends the District actively review the billing statements to ensure all
services provided are billed and ensure the accuracy of the amounts billed for services. In addition, OSAI
recommends patient accounts be reviewed to ensure payments are received, properly receipted, and credited
to patient accounts. Further, delinquent accounts should be reviewed by Staff and the Board to determine
additional actions to initiate account settlement.
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Management Response:

Chairman of the Board: The Board will work with the billing service company to obtain detailed reports
of the amount billed and the amount collected for each ambulance run. The Board will review the billing
statements at the monthly Board meetings. The Board will work on a policy to determine action to be made
for account settlement.

Criteria: Accountability and stewardship are overall goals of the Board in the accounting of funds.
Effective internal controls are essential to provide reasonable assurance about the achievement of the
entity’s objectives with the regard to reliability of financial reporting. Effective internal controls require
oversight by the Board to provide assurance that amounts billed are based upon the billing policies adopted
by the Board, and the billing process is monitored for accuracy and completeness.

Finding 2016-5 - Inadequate Internal Controls Over the Disbursement Process (Repeat Finding)

Condition: Upon discussion with District personnel, observation, and the test of forty (40) disbursements,
we noted the following concerns regarding weaknesses in internal controls over the disbursement process:

o Two (2) purchase orders did not have proper supporting documentation attached to the claim.

e Thirty-seven (37) invoices were not signed and verified for accuracy.

e Ten (10) items did not appear to be appropriate/legal disbursements for the District.

o Items purchased were snacks and food.

e Four (4) purchase orders did not have sufficient documentation for the disbursement to determine
whether the disbursement was a legal/appropriate expenditure for the District. (These purchases
included shacks, meals, and groceries.)

Upon review of four (4) credit card statements, totaling $3,198.63, we noted the following concerns
regarding weaknesses over internal controls of credit card usage:

o All three (3) of the four (4) items had expenses on the statement that may not be
appropriate/legal for the District. These purchases included snacks, meals, and groceries
totaling $492.46, or 15% of total purchases on the credit card statements tested.

e One (1) item did not have supporting documentation or receipts for the purchase. The purchase
was in the amount of $1,400.45, or 44% of the total purchases on the credit card statements
tested. It was determined it was for an online purchase for computer tablets after discussion
with the Administrator.

Cause of Condition: The District has not designed and implemented policies and procedures to ensure all
claims are appropriate and legal disbursements for the District and are filed with sufficient supporting
documentation, and verified by signature to ensure accuracy for recordkeeping and audit related needs.

Effect of Condition: These conditions resulted in noncompliance regarding appropriate/legal
disbursements and could result in inaccurate records, incomplete information or misappropriation of assets.
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Recommendation: OSAI recommends the District implement a system of internal controls to ensure that
all disbursements are verified for accuracy, are appropriate and legal for the District, and have proper
supporting documentation.

Management Response:

Chairman of the Board: The Board will implement a policy and procedure for the verification of all
purchases including required receipts and documentation. The Board no longer uses a personal credit card
for purchases. The Board will implement a policy for the reimbursement of meals purchased by an
employee during an ambulance run transfer.

Auditor Response: The Board has not addressed the purchase of food and snacks. We recommend the
Board establish policies and procedures to comply with state statutes regarding the purchase of supplies for
the purpose of providing funds for the support, organization, operation and maintenance of district
ambulance services, known as emergency medical service districts” as noted in Title 19 O.S. § 1710.1(A).

Criteria: An important aspect of internal controls is the safeguarding of assets. Internal controls over
safeguarding of assets constitute a process affected by an entity’s governing body, management, and other
personnel, designed to provide reasonable assurance regarding prevention or timely detection of
unauthorized transactions and/or misappropriation of funds. Key factors in this system are having
supporting documentation maintained for record keeping and audit needs and documentation of receipt of
goods and or services is evidenced.

Title 19 O.S. § 1710.1(A) states, “A. Any proceeds collected pursuant to the provisions of Section
9C of Article X of the Oklahoma Constitution shall only be expended for the purpose of
providing funds for the support, organization, operation and maintenance of district
ambulance services, known as emergency medical service districts.”

Finding 2016-7 - Inadequate Internal Control Over Timesheets, Leave Balances, and the Payroll
Process (Repeat Finding)

Condition: Upon examination of payroll registers, timesheets, check stubs, and a sample of employees of
the District for the selected pay periods, the following was noted:

Part-time Payroll:
¢ Nine (9) employees for September of 2015:
o0 All timesheets were prepared by the Administrator, rather than the employee.
o0 Timesheets were not signed by the employee or by the supervisor.
e Nine (9) employees for March of 2016:
o0 All timesheets were prepared by the Administrator, rather than the employee.
0 Timesheets were not signed by the employee or by the supervisor.

Full-time Payroll:
All full-time employees were selected for two pay periods during the year.
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o Six (6) employees for September of 2015:
o0 All timesheets were prepared by the Administrator, rather than the employee.
o0 Timesheets were not signed by the employee or by the supervisor.

e Seven (7) employees for March of 2016:
o0 All timesheets were prepared by the Administrator, rather than the employee.
0 Timesheets were not signed by the employee or by the supervisor.

Leave Balances:
Leave balances were not maintained by the District.

Cause of Condition: Policies and procedures have not been designed and implemented to ensure that the
employee and supervisor verify the accuracy of timesheets. Additionally, policies and procedures have not
been designed and implemented to ensure leave balances are maintained and updated as necessary.

Effect of Condition: These conditions could result in inaccurate records, incomplete information or
misappropriation of assets.

Recommendation: OSAI recommends the District ensure timesheets or documentation of shifts worked
and on-call hours are prepared and signed by the employee and verified by the supervisor for accuracy and
leave balances are maintained and verified by both the employee and supervisor.

Management Response:

Chairman of the Board: The Board and the new Administrator will work on a time recording policy where
the employees will prepare and sign their timesheet and the Administrator will verify and sign each
timesheet. The Board will review timesheets in monthly Board meetings. The Board will implement a
policy of recording leave balances for employees that is verified by the employee and the Administrator.

Criteria: Accountability and stewardship are overall goals of the Board in the accounting of funds.
Effective internal controls are essential to provide reasonable assurance about the achievement of the
entity’s objectives regarding the reliability of financial reporting. An important aspect of internal controls

is to ensure timekeeping and leave records are accurately prepared to provide reasonable assurance
regarding prevention or timely detection of unauthorized transactions and/or misappropriation of funds.

Finding 2016-8 - Inadequate Internal Controls and Noncompliance Over Pledged Collateral

Condition: Upon inquiry of bank personnel, observation of records, and review of documents regarding
the pledged collateral process, the following was noted:

e The District did not monitor the bank balance to ensure that District funds were adequately secured.
Furthermore, the District funds were not adequately secured at one financial institution:

e At June 30, 2016, District funds were unsecured in the total amount of $90,578.79.

11
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Cause of Condition: Policies and procedures have not been designed and implemented regarding
monitoring of pledged collateral.

Effect of Condition: These conditions resulted in noncompliance and unsecured District funds and could
result in a possible loss of District funds.

Recommendation: OSAI recommends that the Board implement a system of internal controls to provide
reasonable assurance that District funds are adequately secured and in compliance with Title 62 O.S. §
517.4(A).

Further, OSAI recommends the Board maintain evidence of monitoring pledged collateral amounts to all
bank balances to ensure that District funds are adequately secured.

Management Response:

Chairman of the Board: The Board will implement a policy to review all bank balances, financial records
and ensure that all funds are adequately secured. The Board will document evidence of monitoring pledged
collateral amounts to all bank balances at monthly board meetings.

Criteria: Accountability and stewardship are overall goals of the Board in the accounting of funds. An
important aspect of internal controls is the safeguarding of assets. Internal controls over safeguarding of
assets constitute a process, affected by an entity’s governing body, management, and other personnel,
designed to provide reasonable assurance regarding prevention or timely detection of unauthorized
transactions, and safeguarding assets from misappropriation.

Title 62 O.S. 8 517.4(A) states, “A treasurer of a public entity shall require that financial institutions
deposit collateral securities or instruments to secure the deposits of the public entity in each
such institution. The amount of collateral securities or instruments to be pledged for the
security of public deposits shall be established by the treasurer of the public entity
consistent with the provisions of the Security for Local Public Deposits Act; provided, such
amount shall not be less than the amount of the deposit to be secured, less the amount
insured.”

Finding 2016-9 - Inadequate Internal Controls and Noncompliance Over Board Meeting
Documentation

Condition: Upon inquiry of District staff, observation of records, and review of Board minutes, the
following exceptions were noted:

e Board minutes for one (1) regular monthly Board meeting could not be located (April 2016).

e The minutes did not detail the Board’s approval of disbursements by purchase order number.
e The minutes did not detail the Board’s approval of write-offs by run number.

12
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Cause of Condition: Policies and procedures have not been designed and implemented to ensure adequate
internal controls over the documentation of the District Board minutes.

Effect of Condition: These conditions resulted in incomplete documentation of Board approval for
disbursements and write-offs and noncompliance with state statute.

Recommendation: OSAI recommends the District comply with the Open Meeting Act and maintain
written minutes detailing the approval of disbursements by purchase order number and the accounts
considered to be uncollectable and written-off by the Board. Additionally, all minutes should be maintained
in a safe and secure location for all Board meetings.

Management Response:

Chairman of the Board: The Board will document the purchase order number for each disbursement
approved in the Board minutes. The Board will work with the billing service company to obtain detailed
report so the Board can review delinquent accounts in monthly Board meetings.

Criteria: Accountability and stewardship are overall goals of management in the accounting of funds. A
component objective of an effective control system is to provide accurate and reliable information through
proper documentation of the Board meetings.

Further, Title 25 O.S. § 312.A states, “The proceedings of a public body shall be kept by a person
so designated by such public body in the form of written minutes which shall be an official
summary of the proceedings showing clearly those members present and absent, all matters
considered by the public body, and all actions taken by such public body. The minutes of
each meeting shall be open to public inspection and shall reflect the manner and time of
notice required by this act.”
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