WORK SESSION MINUTES

A work session of the Kirkwood City Council was held on June 11, 2026, at 4:30
p.m. at Kirkwood City Hall, 139 S. Kirkwood Road, Kirkwood, Missouri. Present were:
Mayor Gibbons, Council Members Arnold, Burkett (attended via Zoom), Jaksetic,
Lavender (attended via Zoom), McLean, and Schaefer. Also in attendance were Chief
Administrative Officer Darren Lamb, Assistant Chief Administrative Officer David Weidler,
City Clerk Laurie Asche, Director of Procurement Sara Foan-Noory, Interim Director of
Electric Rick McKinley, Communications Manager Jessica Winter, and City Attorney
Jackie Graves.

APPROVAL OF THE JUNE 4, 2026 WORK SESSION MINUTES
Motion was made by Council Member Schaefer and seconded by Council
Member Arnold to approve the minutes of the May 21, 2026 work session meeting. The
minutes were unanimously approved.

FIRE MARSHAL SERVICES
Assistant Chief Administrative Officer David Weidler led discussion on the City’s
search for a Fire Marshal. Discussion took place as follows:

e The process of hiring and beginning to train a Fire Marshal is anticipated to take 4
— 6 weeks.

e This timeline could cause delays in construction contracts requiring Fire Marshal
review.

e During the week of June 5", ACAO David Weidler, Fire Chief Silvernail, and
Assistant Fire Chief Zaitz met with the Fenton Fire Protection District to discuss
temporary services until a new Fire Marshal is hired. The Fenton Fire Department
District has 3 employees on staff who currently conduct such above-mentioned
reviews and may be available to provide temporary assistance. The District
provided a cost for the service of $51 per hour and 72.5 cents per mile.

e Staff recommends pursuing a contract with the District for these services. This
would not require formal Council approval, as 6 weeks will cost approximately
$6,000. If sudden demand occurs for District staff time, and the cost approaches
$15,000, staff will return to Council for formal approval.

¢ Question was raised regarding how costs would be recouped for services provided
to the City of Glendale. Costs would be recouped through fees.

e The City of Glendale has been contacted regarding this change. Staff will ensure
Glendale’s contract and financials are managed.

e Question was raised regarding if there are any current Kirkwood Fire personnel
whom have the required certification for Fire Marshal services? Not currently.
However, the City is looking at incentivizing Fire personnel to get the certification.

e |t was requested that due to 168 hours of management and independent fire
marshal positions have been added to the Fire Department, alignment of positions
and backups for these positions should be explored.

e A near-fire was caught at the train station renovation site by the previous fire
marshal, emphasizing the criticality of the position, especially with the current
amount of ongoing construction.

e There is a current backlog of 44 cases in need of review/inspection. Question was
raised regarding why the backlog.



Question was raised regarding the process for filling a position upon a retirement
notice being received. Review for a position begins once a resignation notice with
a date is received. 2 weeks’ notice was given for this position.

ELECTRIC AFTER ACTION REPORT AND COMMUNICATIONS
Assistant Chief Administrative Officer David Weidler presented the After Action

Report to Council:

It was noted that this Report is not a full comprehensive review or an audit. This
is a staff-driven report of the timeline of events and what could be ascertained of
the situation.

The timeline of events spans from April 2024 to August 2025.

Discussion took place as follows:

1.

Incomplete Purchase Order Encumbrance Practices

One major contributing factor to the situation was insufficient tracking of
purchase order (PO) encumbrance practices in the financial system. Purchase
orders/amounts were being entered in portions rather than fully, and some
without potential contingencies, during ongoing projects, which displayed false
budget availability.

A solution put in place to this is the new utilization of blanket contracts, which set
defined rates for projects. These contracts can be acted upon independently.
Vendors are informed that, if work begins before an official PO has been
received from the Procurement Department, they will be held financially
responsible for that work. This ensures proper authorization through City
Procurement rather than any other department heads.

Financial software no longer permits entry of partial purchase orders. This
includes any contingencies, so potential financial obligations are seen along with
actual. Partial POs were initially allowed due to some projects spanning multiple
fiscal years.

Contingencies were sometimes not entered by department heads/management
in Electric. This issue has been rectified. Changes have been made in how all
department heads operate within their budgets, including always entering
contingencies, for the sake of clarity and transparency.

System notification for dollar amounts exceeding budget was minimal. If a line
item on a PO was drawing negative on one account, that amount could be rolled
into another account with funds available. There was no tangible way for the
Procurement Department to know whether those uses of funds were accurate; it
was up to the department head entering the PO. Procurement staff would have
been required to review every account line for each department of every received
PO.

Funds dedicated to purchases not fulfilled within the budgeted fiscal year (i.e.
products or equipment ordered, but not received) should be reappropriated into
the next fiscal year by the department head. Procurement has no way of
monitoring accurate reappropriation.

Another issue was department heads rebudgeting funds, rather than
reappropriating, without proper tracking. Newly required reappropriation creates
visibility and addresses this issue. Department heads can only rebudget if they
first bring the request to the Council.



Frequent reports of open purchase orders are processed and distributed by
department.

When entering POs, the number of accounts within one department’s budget that
funds can be pulled from is in the process of being limited so that, when amounts
are exceeded, the system will not allow pulling from “blocked” accounts. A
department head would only be able to spend what amounts are within those
allowed accounts.

Another solution to limiting account usage is line item budgeting, where if any line
item amount is exceeded, staff will be required to manually transfer from one line
item to the other. This would create a large staff load in the Finance Department.
The Report states that 5 to 7 years of future projected capital was spent within
the ~2-year timeframe. Spend included transformers, substation work,
underground service projects, circuit base work finishing, tree trimming, and
other infrastructure/reliability improvements for the Electric Department.

The $33 million figure in the Report is based on the start of contracted work in
2015 and does not capture the total of all Electric upgrades across the board.
Work on the upgrades began in-house in the early 2000s, and progressed to
contracting due to the demand on City staff causing slow project pace.

The old financial system had a “hard stop” feature to prevent spending issues
that was not configured in the implementation of the new system — the new
system is capable of this, so this was not a failure or fault of the system itself, but
an oversight in the implementation process.

Electric Department invoices displayed high amounts in the sponsorship line
item. There were also funds in the training line item which were sponsorships.
This obscured the actual needs of the Department (i.e., the sponsorships in the
training line item miscommunicated the actual cost of training). Line item
budgeting could assist with clarity in a situation like this, but could also cause
potential problems with staff avoiding the administrative process of requesting
transfers.

o For example, if overtime in Police/Fire Departments were to be moved into
another line item, knowing whether those Departments needed additional
staff would be indeterminate. Clear budgeting drives strategic planning
and priorities, especially for critical line items.

During and after COVID, timelines for PO delivery changed drastically, including
order windows more than tripling or manufacturing being cut off before an order
was fulfilled. This has had lasting effects in certain industries, such as order
windows never returning or new premiums being charged. There was also a
failure on the City’s part to keep track of these changes.

Any additional work needed for a project beyond what was already discussed
requires approval from the Chief Administrative Officer and City Council.
Blanket contracts contained a no-cap deficiency which allowed a department
head to sub-contract out from underneath a contractor. This has been corrected
with the requirement of a PO before beginning work. Procurement is now able to
monitor how much service is subcontracted.

It's written in the blanket contract that only the Director of Procurement has
authorization to issue the PO that allows work to begin.

Blanket contracts exist for HVAC, security controls, electrical, IT, and other
services.



. Weaknesses in Blanket Agreement Oversight for Projects Exceeding
$15,000

Department heads were able to authorize work without prior authorization from
Procurement. The Procurement Department was unaware of this until an invoice
was received.

Department heads are no longer able to authorize work; as stated in blanket
contracts, parent authority lies with the Director of Procurement.

Dollar value and subcontracting under blanket contracts have been limited, but
not types of service. This requires strict general oversight.

Any project exceeding $15,000 requires City Council approval.

An electrical services contract approved by a previous Council allowed certain
stipulations that did not require Council approval.

The renewal of the agreement does not come to Council annually unless there is
a material change to the contract.

Council recommended reviewing annual renewal agreements for multi-year
contracts. Staff suggested selecting certain agreements to review and will
consider the potential workload. Costs are currently reviewed on an annual basis.
Bids are solicited after the 5-year mark of a contract, and pricing versus market
conditions is verified annually. Procurement sends a renewal notice with each
annual cycle of a contract to track any price increases.

Some items in a contract utilize a blanket purchase order, while others are
individualized projects with individualized purchase orders.

The CAO has the capacity to approve items over $15,000 in lieu of the Council in
an emergency situation and must inform the Council about that emergency.

. Weaknesses in Blanket Agreement Oversight for Sub-Contractors
This was corrected with parent authority to the Procurement Department.

. COPs Processing and Tracking Limitations

Underneath the previous Finance Director, the COPs were being reconciled at
the end of the year and resultingly did not hit the budget until then. The new
Finance Director has changed this process to reconcile as charges occur.

This had potential to create confusion within departmental budgets where
department heads might expect to have more money than what is actually
available, or that COPs were in a different pool from their main budget.

Now, as soon as the spend is processed and sent to the vendor for the COPs, it
is immediately entered into the budget as an expense.

The current financial system cannot send one invoice through the full process
required. Instead a physical copy is circulated and signed, submitted to
Procurement, and documented in the system on the back end.

When an expense is paid out of COPs, the agency holding the funds issues the
check. The City’s trustee holds those funds and ensures that each cut check
complies with the allocated use of the COPs.

The process issue was caused by invoices being remitted directly to the trustee
and being paid without being immediately entered into the City’s financial system.
Now the process has changed so that the expense is entered into the system at
the same time that it is sent to the trustee for payment.

Interest is earned on COP funds.



COP revenue shows in a budget as an influx of cash in the year it's received.
Expenses then are shown in subsequent years and may show as a deficit
spending because the revenue has been accounted for previously; a deficit will
show until those revenues are spent down. Capturing movement and
reconciliation of this money needs to be more clear.

Grants are budgeted differently. If grant revenues are not received in the
anticipated fiscal year, they are rebudgeted. Staff is confident in the current
tracking and management process for these types of funds. Revenues and
expenses are always matched during budget transitions.

. Lack of Reappropriation Procedures

Department heads would rebudget funds and not reappropriate into the next
fiscal year, removing visibility when moving from budget year to budget year.
A requirement has been created to either reappropriate funds or bring the
purpose for rebudgeting funds to the Council.

Council recommended adding a page to the budget book detailing rebudgeted
items.

. Unique Enterprise Fund Account Structure

The Electric Department has large expenditures for energy, capacity, and
transmission purchases. The financial system displayed these transactions as a
combined amount which obscured underlying obligations and gave the
appearance of available funds.

This has been resolved through line-item budgeting and separating these
transactions into their own accounts.

Interim Director of Electric Rick McKinley implemented strict controls over
spending and told Electric Department staff to clear any purchases with him. The
line crew was suspended, the tree trimmers were suspended, and contracts were
closed.

Tree trimming is now suspended due to lack of staff availability.

A foreman has been hired and is starting the week of June 15. (This person is
expected to source tree trimming services.)

Currently no conversation work is taking place, only maintenance. Some
conversion work needs to be completed, between Ballas Road and Big Bend
Road, in order to connect two substations and streamline circuit redundancy.
This is anticipated to cost about $10,000.

There is also some work with Schaefer Electric to repair a roof and place a new
transformer on an office building between Ballas and Old Big Bend.

A potential substation installation near St. Louis Community College Meramec
campus is in discussion. They will be the only customer in Kirkwood using 5,000
volts, prompting the substation.

The Electric Department drew on other funds due to the deficiency in the City’s
financial software system that allowed overspending, as well as the COPs
reconciliation taking place at the end of the year and showing higher fund
availability.

The Electric Department budget was exceeded by over $9 million.

A $4 million expense above their budget was their reserve balance, which they
expected to have at the end of the year.



As the budget was closed out last year, it showed $2 million behind due to the
spike in electricity costs last summer. The most recent bill for electricity in the
spring showed lower costs.

Due to this $2 million, the total deficit is currently $15.6 million.

Market volatility in light of the summer season is to be considered along with
revenue and expense balancing.

Summer electricity loads are easier to manage due to the gradual change in
usage, whereas winter storms make usage less predictable and create more
dramatic spikes. The two most recent major spikes were last fall and winter.

. Rate Review Practices

Council made the observation that not only should the City ensure that it is in the
black, but that rates should be consistent with the market. Rate studies were not
being conducted on a frequent enough basis.

Council contracted with Utility Financial Services (UFS), who assisted the City in
reviewing rate increases. The review took place in October and the rate increase
went into effect November 13,

Numbers have been trending as expected.

Two topics to be revisited are 1. that the costs are shared appropriately by the
different types of customers (there are 5 separate customer rates) via a cost of
service study, and 2. that the City is keeping pace with rate increase of electricity
via a general rate study.

An independent third party should review the City’s recovery plan to ensure it is
on track, and the Council should maintain good stewardship over this plan as
well.

The new Director of Electric will be working with UFS to conduct studies.
Summer rate history should be received to assist with the studies. Ameren will
also be implementing a rate that will factor into this cost; a fuel surcharge has
already been implemented and there are talks about infrastructure upgrades.
The City does receive a small portion of the rate increase.

A power cost adjustment (PCA) looks back over a fixed period, typically 6
months, to review the cost of energy to determine a fixed rate that will cover the
expense of energy uses and spikes. It is recommended to use larger time blocks
than smaller to keep the rates consistent and ensure long periods of varied
usage are all covered. UFS’s studies will set a baseline to determine this rate.
Of the $15.6 million, $4 million is of the Electric’s reserves and $11 million is of
the reserves of the general fund, Water, and Sanitation.

The reserve target is currently listed as $4 million when it has typically been $8 -
$10 million. With the UFS’s recommendation of having as much in capital as
what depreciates, about $2 million, along with the ~$15 million deficit, that equals
about ~$25 - $30 million to be recouped. It was questioned whether or not this is
attainable in the given 5-year timeline.

The 5-6 year plan should rebuild what was expended from other reserves.
Annual reviews will continue to see whether reserves can be built up more
quickly or if additional capital expenditures are required.

The capital which was reduced to $200,000 this year may increase slightly over
the next couple of years.



The UFS evaluation stated the City should replace $2 million of depreciating
capital equipment; however, 5 years of that capital has already been purchased
and is currently being maintained.

General reserves should be recouped as well as Electric reserves.

. Financial Reporting

A lack of financial reporting was being conducted from December 2023
throughout the 2024 calendar year. During ERP implementation, reporting
stopped in order to be reconfigured.

Financial reporting was previously conducted on a quarterly basis.

It did not resume until the October after the Electric Department event.

Monthly “snapshot” reporting began in September of last year and will continue
on a schedule with a date yet to be set.

Quarterly reports will also be conducted. The first one was in April of this year.
Council has recommended an online dashboard where citizens could view City
financials and reports.

Council expressed that the reports they have been receiving are not accurate
due to staff being behind on posting journal entries in the general ledger. Future
reports should be more up-to-date and refined.

The new Assistant Director of Finance started on June 8 and should assist the
workload in the Finance Department.

. Overtime and Scheduling Practices

While there is no scheduled overtime, the standby lineman’s pay comes out of
the overtime budget. The standby employee offers immediate response to calls.
No projects have been authorized to have work after evening hours. Staff is
focused only on responding to outages.

Previously, project scheduling required work beyond business hours and
included 12-hour days. Adjusting timing to within business hours and eliminating
12-hour days has reduced overtime cost.

The Electric Department’s line crew is fully staffed, but office staff is slim.

The Administrative Assistant position was historically split between the Electric
and Water Departments. It was temporarily solely for Electric and has since gone
back to being a split cost.

The vacant office positions are not eliminated positions. The previous Electric
Director did not fill them when they were vacated by past employees. The
Substation Foreman is handling responsibilities for these positions.

There are three open positions: Operations Superintendent, Planner, and
Director (as Rick McKinley is Interim).

Scheduled overtime was occurring since 2023 and was for the purpose of
expediting completion of projects.

Conversations surrounding overtime have been held with department heads over
the last 6 — 8 months. Current expenses and historical practices were adequately
justified. Operational impacts (such as a time period where outages are frequent)
are to be considered when minimizing overtime. Different types of labor can be
used to assist with this, such as part-time vs. full-time. Productivity of positions
should be monitored as well.

Overtime was also caused by scheduling strategy issues.



e Overtime expenses can also be built into the salary budget line item, rather than
the overtime line item. This re-emphasizes line item budgeting for clarity.

e Actuals should be presented accurately for a base to budget off of for the next
fiscal year.

e Most of the Electric Department’s overtime budget is a contingency and accounts
for natural disasters and similar situations.

e Additional Areas of Concern to Be Monitored

o The City is currently deficient in pad mount transformers.

o There are current projects wherein remanufactured transformers to keep
expenditures under budgeted capital, as well as due to cost escalations
and industry time constraints.

o One of these projects is for the train station.

o Staff stated that the current amount of backup transformers in inventory is
below industry standard.

o Conversion work being put on hold saves the higher expense of
conversion transformers from this year’s budget. 30% - 40% of the
conversion goal is currently met.

o The City currently has 2,000 transformers in the system and over 100 in
inventory, all of varying types and sizes.

o Typically, transformer failures are catastrophic and the unit can’t be
repaired.

o Overspend on transformers has not occurred.

o Council recommended the statement regarding the City’s current 2,000
hanging transformers of different sizes and that the City needs a certain
amount to have on hand be communicated via the City website. Staff will
provide more accurate numbers for this statement.

o Staff was also advised to publish the After Action Report online, with a summary
version and a more in-depth version.

FORENSIC AUDIT REQUEST FOR PROPOSALS (RFP) DISCUSSION
Assistant Chief Administrative Officer David Weidler and Director of Procurement
Sara Foan-Noory discussed the details of the to-be-request for proposals.

Discussion took place as follows:

e Council has discussed top forensic audit firms in the State of Missouri with Chief
Administrative Officer Darren Lamb.

e Council recommended the audit should ultimately answer regarding the Electric
Department are what happened; when did it happen; who knew; when did they
know; what actions did they take; what policies or controls failed; was any
information withheld from the Council; what laws, Ordinances, policies, or
contracts were violated; and what corrective actions are needed.

e Answering these questions regarding Electric may bring up additional concerns
in related departments, such as Procurement and Finance.

e A whistleblower protection policy should also be considered so that staff feel
secure in bringing such issues to Council.

e A request for information (RFI) or request for qualifications (RFQ) would be
conducted in order to structure the request for proposals (RFP).



The Director of Procurement has also conducted research and selected firms to
consider.

Staff recommended reviewing the list of firms given to Council, providing
individual circumstances that were audited, in order to pare down what will be
requested of the firm in order to lower expenses.

Staff would typically conduct an RFI/RFQ first, then the RFP, but Council will
need to discuss whether or not this should be done.

Council provided CAO Darren Lamb and ACAO David Weidler with a document
of research on Missouri’s top forensic audit firms.

The City’s current situation is unique and a firm should be selected which is
highly respected, experienced in relevant or similar situations, and is confident it
is a case they are able to handle.

It was the consensus of the Council to advise staff to move forward with the
RFI/RFQ. Council will study the information provided on potential firms and return
to the discussion with more informed ideas of what is desirable.

Questions, sought experience, and scoring metrics within the RFQ should be
considered. Examples exist that can be referenced.

Council recommended that the audit cover the timeline of the Electric
Department Report from 2015 — 2025 and the $33 million provided figure,
financial statement fraud, falsifying records, misreporting to Council, asset
misappropriations and financial forensics.

The audit should assist the City in formulating continuing ideas of how to
proceed.

It was suggested that a similar audit be conducted regarding the purchase of the
Leffingwell building. Council has heard mistrust of how the building was obtained
to provide insight into the situation for both Council and the public.

Staff was suggested to provide a track of events related to this purchase.
Concern was expressed regarding staff who are being audited leading the review
of the audit itself, such as Procurement and Finance. Council suggested a third
party handling this review.

It was the consensus of the Council to place the audit firm in charge of this
review.

An anticipated firm proposal containing a comprehensive forensic investigation
with interviews, e-discovery, procurement review, and public report could be
around $150,000 - $350,000. Council will determine the scope of the audit, which
will affect the cost.

The residents and public knowledge should be considered during this process.

Since no further matters were to come before the Council, the meeting was adjourned.

Laurie Asche
City Clerk



