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Mr. David Holtmann, Director of Finance
City of Springfield
218 E. Central
Springfield, MO 65802
We have performed the procedures enumerated in the Scope of Services section of this report, which were agreed to by you
pursuant to our contract dated April 28, 2022, solely to assist you with respect to the Construction and Level Property Tax Plan
Bond Internal Audit. Management of the City of Springfield (the City) is responsible for the Construction and Level Property Tax
Plan Bond Internal Audit.
The engagement was performed in accordance with consulting standards established by the American Institute of Certified
Public Accountants (AICPA). We were not engaged to, and did not, conduct a financial statement audit or an examination, the
objective of which would be the expression of an opinion on the financial statements or any elements, accounts, or items thereof
as part of this engagement. Accordingly, we do not express such an opinion.
Our engagement did not include a detailed examination of all transactions and was not designed, and cannot be relied upon, to
discover all errors, irregularities, or illegal acts, including fraud or defalcations, that may exist. Had we performed additional
procedures, other findings of significance may have been reported to you. The sufficiency of the procedures is solely the
responsibility of the parties specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedures described in the Scope of Services section of this report for the purpose for which this report has been requested or
for any other purpose.
This report summarizes the scope of the engagement, the procedures performed, the results of our procedures.
Our report is intended for use only by the City of Springfield, Missouri, solely for reporting findings with respect to the procedures
performed by us. This report is not intended to be, and should not be, used by anyone other than these specified parties unless
express written consent is obtained from FORVIS.
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Executive Summary

We are pleased to provide our report on the Construction and Level Property Tax Plan Bond Internal Audit performed by
FORVIS, LLP (FORVIS) for City of Springfield (the City) commencing April 28, 2022 and ending August 12, 2022. The overall
objective of this engagement is to assist management with completing a portion of the City’s internal audit plan for the year.
The procedures we developed, management approved, and we performed are included in the Scope of Services section. The
results of our procedures were discussed with management at the conclusion of our engagement and are included in the
Observations & Recommendations section.

Background
Currently, the Level Property Tax Program (LPTP) generates approximately $8.5 million a year and is used to primarily fund
projects via issuance of debt, with bonds issued and paid off over multiple years. Voters renewed referendums to maintain LPTP
in 1995, 1999, 2001, 2004, and 2017. There are two more planned bond issues, with the next one being scheduled for early
spring of 2023. The tax continues to be 27 cents for $100 of assessed value. Projects being funded by the 2017 Level Property
Tax renewal include: New and upgraded fire stations (and staffing), repairs and upgrades to existing police facilities, stormwater
and other infrastructure improvements, and other projects. On November 7, 2017, citizens voted to allow LPTP to be used for
general purposes as follows: "WHEREAS, this continuation of the twenty-seven cent property tax will allow the City to use the
funds generated for any municipal purpose, including, without limitation, the construction, acquisition, maintenance,
improvement, and upgrade of municipal facilities or municipal property, and the staffing of provision of equipment for such
municipal facilities."
The Citizens' Tax Oversight Committee (CTOC) was formed in January 2010 with the original purpose to provide oversight of
the Pension Sales Tax but was later expanded to include oversight of the Level Property Tax and other taxes. For Public
Works, quarterly meetings are held between the Director of Finance and the CTOC. In these meetings, the Director of Finance
summarizes the reports of LPTP activity and provides it to the committee. While other taxes outside of the LPTP are presented
to this committee in much more detail, the detail of LPTP is shared with the committee members upon request. The Director of
Finance reported the March 2022 LPTP project summaries to the CTOC at the May 2022 meeting which included proceeds from
the LPTP as well as other funding sources.
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Scope of Services
The objective of our procedures was to assist The City with their assessment of the Construction and Level Property Tax Plan
Bond Internal Audit in order to ascertain whether the design and effectiveness of controls were in place and operating in a
manner necessary to meet organizational policies and other required guidelines.
The scope of our procedures considered all construction projects that were funded by the most recent bond issued under the
LPTP program, which was in 2017.
The purpose of this engagement is to assess the use of bond proceeds approved by voters for capital improvement projects and
assess construction projects for contract compliance.

Activities and Testing Procedures
We completed the following procedures to identify the observations discussed in the section below:


Met with City representatives to gain an understanding of the LPTP bond process and the contractor change order
process.



Obtained a summary of LPTP bond proceeds that includes the amount per bond issue, projects covered under each
issue, and amount per project approved by the voters.



Obtained a summary of total bond spend to date, by project.



Obtained the May 2022 Level Property Tax summary that was presented to the City Council and considered if the
project spend exceeds the bond proceeds approved by the voters under the LPTP bond issue.



Obtained the meeting minutes for the May 2022 meeting of the CTOC including the required reports, and considered
the meeting minutes required reports were being provided to the committee.



Obtained a sample of three construction/renovation contracts and change orders that were funded in part by the LPTP
Bond.



a.

Using the contracts and change orders provided, randomly selected a change order for each contract and
compared that change order against Payment Applications (“Pay Apps”) submitted by the contractor to consider if
the billings were consistent with the terms of the contracts and the change orders.

b.

Obtained a listing of amounts paid to contractors (including appropriate supporting documents), and assessed if
amounts paid are greater than agreed upon Not-to-Exceed amounts in the contractor agreement.

Shared and discussed the draft observations with management the week of August 12, 2022, to solicit feedback, clarify
understanding, and for the City to confirm next steps.
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Observations & Recommendations
Observation #1 – Structure of Construction Contracts are in Favor of the Contractors
Based on the sample selected, the City’s commitment to the contractors through the construction contracts between the City and
Nesbitt Construction, Inc. and DeWitt & Associates, Inc., are “not-to-exceed” contracts but are being treated as “lump-sum” by
the City and the contractors however, the City does not appear to be getting the benefit of having a lump-sum agreement.
Typically, with a lump-sum agreement, the contractor is adding a contractually agreed-upon profit percentage to the project
costs to account for some level of unforeseen costs and could be making a higher profit margin since they are willing to absorb
the risk of costs overrun. While the contracts are written as a not-to-exceed amount, there are no other clauses in the
agreement that speak to the buildup of costs or allowable profit component by the Design-Builder. In essence, the agreements
are being treated as lump-sum agreements. Under both agreements, Section 5 states the following:
“Payment Shall Not Exceed: The City hereby agrees to pay the Contractor for the work done pursuant to this contract
according to the payment schedule set forth in the contract Documents upon acceptance of said work by the City and in
accordance with the rates and/or amounts stated in the bid of Contractor dated…which by reference made a part
hereof. It is expressly understood that in no event will the total compensation and reimbursement to be paid to the
Contractor under the terms of this contract exceed the sum of…. unless specifically and mutually agreed to in writing by
both the City and the Contractor. No partial payment to the Contractor shall operate as approval of acceptance of work
done or material furnished hereunder.”
This is important for the City to participate in shared savings when efficiencies are gained during the project. In addition, if the
City decides to make changes to the original scope, the profit margin would already be defined so there would not be a need to
renegotiate pricing for every change.

Recommendation:
The City should clearly define what documentation should be provided by the third party to support billings leading up to the notto-exceed cap. As an example, this could include the contractor billing actual amounts paid to third parties plus a defined markup
percentage. This cost-plus arrangement would limit the markups charged during billing, but could still include a not-to-exceed cap
to prevent project overruns. As the project scope changed, if the margin was already defined, there would be no need to renegotiate
pricing.

Management Response:
The City appreciates the recommendation provided and agrees there are benefits to the recommended methodology.
Practically, a cost-plus approach as recommended would appear to add additional complexity and analytical responsibilities to
the City’s contracting process. A factor to consider is that the potential cost of implementing the recommendation might likely
exceed costs savings from implementing the recommendation. In addition, federal regulations note that incentive contracts are
generally only appropriate where a firm-fixed-price contract are not suitable (for federal expenditures).
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Observation #2 – Frequency of Citizens Tax Oversight Committee Communications
Quarterly meetings are held between the Director of Finance and CTOC. At these meetings, the committee is presented with
detail on various tax areas, including a summary of the LPTP activity. The committee has the option of requesting additional
detail if desired.
The Director of Finance mentioned that while the meeting is supposed to happen quarterly, many of the members are no longer
attending the meetings. Since there was not a quorum present for the February 2022 meeting, it did not occur. The current
process does not require a communication be sent to CTOC when meetings are cancelled. Meeting minutes were received for
the May 2022 meeting, which reported amounts from March 2022 and highlighted the fact that the February meeting was
cancelled.

Recommendation:
In order to avoid surprises with the committee, management should consider emailing a summary of the LPTP and other tax
activity to the committee members. This would allow them to keep informed of the current activity and develop any questions
that they might have for the next committee meeting.

Management Response:
The City agrees with the recommendation and will ensure the summary is forwarded each quarter.
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