 SEQ CHAPTER \h \r 1APPROVED
 DUCHESNE COUNTY WATER CONSERVANCY DISTRICT
 August 31, 2010


Minutes of a special meeting of the Duchesne County Water Conservancy District (DCWCD) Board held at the Duchesne County Water Conservancy District Building, 275 West 800 South, Roosevelt, Utah, for the purpose of conducting business as posted on the agenda.






PRESENT:  Board Members: Lynn Burton, Chairman;  Bruce Dart, Moreen Henderson, Larry Ross, Kevin Rowley, Art Taylor, Max Warren.   General Manager:  Randy Crozier.  DCWCD Asst. Manager:  Dex Winterton.  DCWCD Admin. Asst.:  Adrienne Marett.  Aycock, Miles & Assoc., CPAs: Mike Miles, Cameron Olson.  General Public:  None present.

CALL TO ORDER:

Chairman Lynn Burton called the meeting to order at 10:00 a.m. and thanked everyone for their attendance.  Chairman Burton stated that four board members had asked to hold a special meeting so a special meeting had been called and publicly advertised on the Utah Public Notices website as required by law.

PUBLIC COMMENTS:  As no general public was in attendance, no public comments were recorded.  Chairman Burton turned the time over to Mr. Mike Miles and Mr. Cameron Olson, Aycock, Miles & Associates, CPAs, to report on preliminary findings in regard to the annual DCWCD audit.

REPORT BY AUDITORS - AYCOCK, MILES & ASSOCIATES:

Mr. Miles stated that the annual audit had six preliminary findings that needed to be discussed.  Refer to the attached copy of preliminary findings handed out to the DCWCD Board of Directors at this time.  Mr. Miles stated that he and Mr. Olson been able to discuss the preliminary findings with some of the Board members and with the General Manager, Randy Crozier, but needed to discuss them with the full Board.

Mr. Miles stated that the first finding had to do with Mr. Crozier providing food and receiving compensation from the temporary High Mountain Lake employees on the HML project.  Mr. Miles stated that the temporary employees received a per diem of $45.00 per day from DCWCD, then the temporary employees paid Mr. Crozier for the food.  Mr. Miles stated under Utah Code 67-16-8 this was considered a conflict of interest, also it was not publicly disclosed and the transaction information made available for public examination.  Chairman Burton asked what type of disclosure would have been needed.  Mr. Miles replied that a public meeting where the specifics of the disclosure were recorded in the minutes and then all the transactions made available for public examination was needed.  Chairman Burton stated that he was aware of it but didn’t remember in what context, it may have just been discussed in executive meeting and then not discussed in regular board meeting last year.  Ms. Henderson stated that she hadn’t been able to find anything in last year’s minutes.  Mr. Rowley commented that he could recall some discussion on the HML food after he came on the board this spring.  Mr. Crozier commented that it might have been discussed in work session this spring.  Mr. Taylor commented that he had learned of it through the parents of the temporary workers.

Mr. Dart stated that he would like to inquire if there was financial gain from providing the food.  Mr. Crozier stated that he and Mr. Winterton had met with the temporary workers after they were hired and asked them if they wanted to provide their own food on the project or have Mr. Crozier provide the food.  Mr. Crozier stated that the workers wanted him to provide the food so his wife purchased the food, froze it, and packed it into coolers for the Forest Service to take into the work-site and the workers wanted her to receive something for her time too.  Mr. Dart commented that he felt like a service like this should have been put out on bid.  Mr. Taylor commented that the workers may have been aware of the payment arrangement at the end of the project, but the parents weren’t originally, that it wasn’t until the end of the project when the approximately $800.00 per individual for food was due that they became aware of it.  He also stated that it was his understanding that before the workers could receive their final paychecks it was required that they take care of their obligation on the food.  Mr. Crozier stated that the $16.00 per day charged for the food in FY 09-10 also covered his wife’s time, also that this year he had told Ms. Marett to go ahead and pay out the final checks even though Mr. Crozier had not  received any of the food payments yet.

Mr. Taylor stated that he couldn’t see in the District monthly vouchers where there was any kind of paper trail in regard to any of the transactions.  Mr. Crozier stated that there wasn’t because he had assumed that it wasn’t anything that had to be disclosed, that he wasn’t providing the food as a District manager, but simply as a fellow worker for the convenience of the other workers.  Mr. Taylor inquired if Mr. Crozier had the receipts and how the charges for the food costs were computed.  Mr. Crozier replied that all the expenses were totaled, including the $1,200.00 to Mrs. Crozier for her time, then the costs were pro-rated by how many project days each worker was in the Uintas.  Mr. Crozier stated that the costs were less this current year because his wife was able to buy in bulk at Cost-Co. and daily costs were about $13.80 a day.


Mr. Max Warren entered the meeting at this time.

Mr. Ross stated that, after the fact, it was important to recognize that the District is a public organization and that whatsoever the General Manager, or anyone affiliated with the District, does is under public scrutiny.  Mr. Ross stated that the auditors’ role is to take a look to see that processes and procedures are being implemented within the District’s organization in order that there is compliance with state law.  Mr. Ross stated that Mr. Crozier had stated that he did not handle the food purchasing in his role as the General Manager, but the public would look at it as taking place by the General Manager.  Mr. Ross stated that several of the Board members had stated that they were aware but as the record does not define full board knowledge if would be best to accept the auditor’s recommendations and correct the procedures in the future to be in compliance with the law if a similar situation should arise.  Mr. Ross stated that in regard to financial transactions it is always best to provide a detailed report so that there is full disclosure and the public can read it.

Ms. Henderson stated that she did not deny that the situation took place but inquired if the auditors had a “paper trail” as to how the information was discovered and that it was not just gossip.  Mr. Miles replied let the written record show that the information was provided by members of the community and the auditors researched and confirmed it before listing the finding.  Mr. Taylor stated that one of the purposes of today’s special meeting was because there were items and procedures that the District needed to change and that the auditors were to be commended for bringing this information to the attention of the Board.  Mr. Taylor stated that in going through his records he didn’t find any record of financial transactions for the food.  Mr. Miles replied that the only District transaction on record was of individual per diem paid out to the temporary employees but nothing else.

Chairman Burton asked for recommendations from the auditors how to correct the procedures.  Mr. Miles replied that their recommendation was that each of the board familiarize themselves thoroughly with Utah Code Title 67 Section 16, particularly Section 8, and avoid any transactions that could lead to conflict of interest findings.  Ms. Henderson inquired since this would be a finding for FY 09-10 and if anything could be done to correct things for the current year.  Mr. Miles stated since the HML project was already completed for the present year there would also be a similar finding for the coming year’s audit.  Mr. Miles replied that it was just best to avoid situations that could be deemed a conflict of interest.  Mr. Taylor asked for clarification whether the findings covered just a review of the past fiscal year or records for the past three years such as those being requested by the Utah State Auditor’s office.  Mr. Miles confirmed that their review covered just the records for FY 09-10.

Mr. Miles then reviewed the second finding where DCWCD board policy stated that “the District Manager shall be exempt from overtime pay.”   Mr. Miles stated that requests for additional compensation had been submitted and paid because the Board believed that they would be illegal by the Department of Labor’s Fair Labor Standards Act if it wasn’t paid.  Mr. Miles stated he had reviewed the Fair Labor Standards Act and it supported current District policy as it now stood in regard to the exemption.  Mr. Miles stated that it was at the discretion of the Board if they wanted to follow or modify the current policy, but that the board actions should be in line with the board policy, also board policy in compliance with the law.  Ms. Henderson handed out information from the Dept. of Labor website, also stated that she had called one of the federal Labor & Wage advisors at the toll-free number. Ms. Henderson stated that the advisor wouldn’t let his conversation be taped but that she had tried to get more clarification in this area.  Ms. Henderson commented that her understanding from talking to the advisor was where Mr. Crozier steps out of his administrative position and does “hands-on” work on the HML project with a trackhoe he might be entitled to overtime pay.  Ms. Henderson stated that this was just her interpretation from talking with the gentleman on the phone but it would be her recommendation that the auditors more fully check into what the correct legal procedure would be and make sure the District policy followed state and federal laws.  Mr. Crozier briefly discussed his understanding as to what was correct came from a presentation he had attended given by Mark Shurtliff, Utah Attorney General, at a Special Districts conference.  Mr. Taylor briefly referred the Board to pages 58 and 59 of the District Administrative Code and also mentioned looking up the State Code on the internet where it stated that a board trustee or district employee it not to receive any economic gain from any project the entity is involved in.  Mr. Taylor stated that it was important that the district policy and administrative code be current and correct and in compliance with law.  Ms. Henderson indicated that she too would like to know if the Board is out of compliance in approving these vouchers and how the Board can correct it.

Mr. Ross commented that it wouldn’t  be such a difficult issue in regard to salary vs. overtime if there was a “paper trail” that Mr. Crozier had made a proposal to the Board in regard to the High Mountain Lakes project as how he was going to work on the project, or if he was not going to be working for the District when on the HML project and therefore would be subject to overtime pay, etc.  Mr. Ross commented that when the District has an official policy and procedures manual prepared to be in compliance with the law, it was better to follow it than a conference presentation.  Mr. Ross stated that he assumed that the Board had not discussed this or the auditors would have found such a discussion reported in the official record and not written up the District on this finding.  Ms. Henderson stated that she had been present at the meetings and had reviewed the minutes where in Nov., 2009 the Board approved entering into a contract with the Utah Reclamation Mitigation & Conservation Commission (URMCC) for the HML project but nothing beyond that was discussed.  She stated she had also found where the use of Mr. Crozier’s horses were discussed in the Jan. 2010 minutes, and work on the Turnbow River diversion in Feb. 2010.  Mr. Crozier handed out a copy of the current HML billing and discussed how it was prepared and that each employee tracked their time spent on individual projects so that the various federal entities could be billed.  Mr. Taylor briefly discussed the Turnbow River diversion and that he had thought the trackhoe there on the project belonged to the contractor.  Mr. Crozier explained that he thought everyone knew it belonged to URMCC.

   
Mr. Ross suggested that the section of the administrative code in regard to manager’s overtime be reviewed and perhaps there might be a paragraph included that stated something such as “projects requiring additional time by the manager be reviewed by the Board prior to the project and a determination made if overtime might be applicable for that particular project” or something else that would be in compliance with law.  Overtime for the other DCWCD staff members was also discussed at this time.

The Board also at this time discussed the best procedure for reviewing vouchers so that they were reviewed and approved, rather than just ratified later in board meeting after the checks were dispersed.  Mr. Ross indicated that he would welcome any suggestions Mr. Miles had to facilitate this process.  Mr. Miles suggested that it might be good to have a component of the Board, such as the finance committee, come to the office and review the vouchers prior to checks being cut on the 1st and 16th of the month.

Mr. Miles and Mr. Olson then discussed the third finding in regard to payment on vacation time.  Mr. Miles commented that the current administrative code specified payout on sick leave (over 200 accrued hours) but did not permit payout of accrued vacation hours.  Mr. Ross commented that he felt that vacation time was intended for the benefit of the health of the employee to give them a break from their usual work schedule.  Mr. Ross stated that he would like to see the District policy in regard to vacation time (“use it or lose it”) continued as it served a purpose.  Ms. Henderson stated that she agreed because it should be a time of rejuvenation for the employee and a break from the work schedule.  Mr. Crozier stated that the only time he had been paid out was during the years of the High Mountain Lake projects when it was paid out as a construction bonus.

Mr. Miles briefly discussed the fourth finding in regard to the General Manager’s carryover of overtime hours on his time sheet which had carried forward some errors in the totals, but could be corrected. Mr. Crozier stated that he would get with Mr. Olson who had reviewed the sheets and correct his entries.  It was determined that the hourly totals turned in to URMCC on the High Mountain Lakes project were correct just that the carryover hours needed to be corrected.

Mr. Miles stated that the fifth finding was that inadvertently 2009 Memorial Day hours had been listed twice on the manager’s time sheet.  It was determined that it could be corrected.

Mr. Miles reported, in regard to the sixth finding, that there was a reimbursement voucher on the High Mountain Lake project submitted by Mr. Crozier that delineated a payment for eight 6-inch steel fittings “on hand” that was approved and paid without supporting documentation.  Mr. Miles recommended that the Board review vouchers for documentation before approval and payment.

Mr. Miles briefly discussed the seventh finding in regard to the High Mountain Lakes billings.  Mr. Miles commented that the employer matching taxes for the temporary workers needed to be submitted for reimbursement.  Ms. Marett stated she had discussed what needed to take place with Mr. Miles and would work with Betty Todd, the Aycock & Miles employee in charge of the District payroll, to generate a report for documentation for URMCC.  The documentation would be included as part of the next reimbursement request.  Mr. Crozier commented that the grant funds were still available even though the physical part of the project was completed.  Ms. Marett reported there was still $249,000.00 in HML funds available for the next billing.

Chairman Burton thanked Mr. Miles and Mr. Olson for their preliminary report and asked what the next step should be.  Mr. Miles commented that, when the formal audit was presented, the Board would then attach their written management response to the printed audit report, then the whole document would be submitted to the State Auditor’s office.  Mr. Miles stated that it was his recommendation that the written response include specific corrective plans, especially in the area of conflicts of interest, showing how the Board was amending their procedure and correcting each finding.


Mr. Miles and Mr. Olson left the meeting at this time.

RESPONSE TO STATE AUDITOR’S REQUEST:

Mr. Crozier handed out the draft response letter dated August 31, 2010 prepared by DCWCD attorney, Mr. Gayle McKeachnie, also some pages from the HML Minimum Requirements Decision Guide that discussed the work shifts and schedules on the HML project.  Mr. Crozier stated that the estimated time allotted for the project in the Guide was 90 days but that the DCWCD crew had finished the project in 57 days.  Mr. Crozier also handed out information from the Guide that discussed maintaining horses on-site for safety.  This information had been given to Mr. McKeachnie to include with the CD containing the copies of the minutes and the check registers for the past three years.  Mr. Crozier stated that after the Board reviewed the letter and made any changes Mr. McKeachnie would update the response letter and forward all requested information to the Utah State Auditor’s office.

Mr. Ross inquired as to why the response letter from Mr. McKeachnie dated Oct. 24, 2008 was referenced in the current letter.  He stated he had requested a copy of it from Aycocks and was concerned the way it had been written.  Mr. Ross stated good auditors do what they are required to do by state law and provide a service but the letter appeared somewhat critical of them which he didn’t agree with.  Mr. Crozier replied that the letter had been included as part of the response documents because the request from the State Auditor’s office entailed records from that time period coming forward to the present time.  

The DCWCD Board reviewed the draft response letter dated Aug. 31, 2010.  Chairman Burton suggested some clerical corrections on page four of the letter, also that the sentence in regard to Mrs. Crozier purchasing and packaging the food need to be clarified because it was actually the Forest Service that packed the food in to the jobsite.  Mr. Rowley asked if anyone had heard of any complaints in regard to the food.  Mr. Taylor commented that he hadn’t heard any complaints this year but that there were some complaints by some of the workers last year in regard to having enough food while on the project.  Ms. Henderson inquired if this was from parents or from workers.  Mr. Taylor stated that this was from both.  Mr. Taylor stated in regard to Mr. McKeachnie’s draft, page two, response #1 that he didn’t think there was ever an actual motion where the Board approved the rates of payment for the temporary workers on the HML projects.  Mr. Crozier stated that the rates paid in 2009 were similar to what was paid the previous year.

The Board also discussed the reference to the worker evaluation sheet.  Mr. Ross suggested that it was probably best to send a blank evaluation sheet to show that there was an evaluation process but not send one with totals as that might be a privacy issue.

Mr. Rowley stated that he thought that the amount paid for the horses might be a little high.  Mr. Crozier commented that the Utah Division of Water Rights currently pays $35.00 a day for horse rental and that the District currently pays $35.00 a day for a camp day and $75.00 a day for a working day for horses, but most of this year’s project were camp days.  Mr. Crozier stated that Flying J Outfitters rates were higher but they also provided a horse wrangler.

Mr. Ross discussed the question by the State Auditor’s office in regard to the manager’s relatives providing the horses and inquired if the District had gone through a bid process.  Chairman Burton replied that the District hadn’t done so.  Ms. Henderson mentioned that the family horses were discussed in the January minutes but the rate or any advertisement hadn’t been discussed.  Mr. Crozier expressed that the four horses were kept on-site just for safety purposes.  Mr. Rowley inquired if anyone else wanted to keep their own horses there too.  Mr. Crozier stated that Rusty and Heston Farnsworth had brought their own horses in at the end of the project to take their camp gear out but that Mr. Crozier did not want a mixed group of horses kept on-site throughout the project because they might fight.  Mr. Dart asked whose horses were kept at the HML project.  Mr. Crozier stated that there was one horse belonging to his daughter Hailey, one of his daughter Julie’s, one of his son-in-law Russell’s, and two horses that belonged to his son Luke.  Mr. Crozier stated that the horse he traveled in and out from the project site was one of Luke’s.  Ms. Henderson commented that she could understand needing to have horses that were dependable to take someone out of Uintas on if they were hurt.

The Board briefly discussed that the manager’s truck currently didn’t have EX plates but that they could be obtained.  The Board also discussed various ways of displaying the District logo on both office vehicles and the office trailer.  Mr. Crozier stated that he had planned to put EX plates on his truck when he


re-licensed it.

Mr. Larry Ross made a motion to approve the response letter to the Utah State Auditor’s office with the addition of the clarifications.  Ms. Moreen Henderson seconded the motion.  Board members voting in favor of the motion:  Mr. Burton, Mr. Dart, Ms. Henderson, Mr. Ross, Mr. Rowley, Mr. Taylor, Mr. Warren.  Board members voting against the motion:  None.  The motion passed.  (Refer to the attached copy of the final response letter dated Sept. 1, 2010.)      

VOUCHERS:

The board reviewed vouchers for the past month, also all pending vouchers at this time.

CLOSED SESSION:

Mr. Bruce Dart made a motion to go into closed session to discuss a personnel issue.  Mr. Kevin Rowley seconded the motion.  Board members voting in favor of the motion to go into closed session:  Mr. Burton, Mr. Dart, Ms. Henderson, Mr. Ross, Mr. Rowley, Mr. Taylor, Mr. Warren.  Board members voting against the motion:  None.  The motion passed and the DCWCD Board went into closed session at 2:15 p.m.  At 3:00 p.m. all paid staff members were excused from the closed session.

At 5:15 p.m., Mr. Art Taylor made a motion that DCWCD reconvene in regular session and adjourn today’s meeting.  Mr. Max Warren seconded the motion.   Board members voting in favor of the motion:  Mr. Burton, Mr. Dart, Ms. Henderson, Mr. Ross, Mr. Rowley, Mr. Taylor.  Board members voting against the motion:  None.  The motion passed. 

ADJOURNMENT:

The meeting was adjourned at 5:17 p.m.

_________________________               ___________________________

Lynn Burton, Chairman                              Adrienne S. Marett, Admin. Asst.
