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Audit Overview
Period audited: 10/01/10 through 01/31/12

AUDIT FINDINGS
City of Hollywood
a Financial Urgency (1 finding)
a2 Financial Condition (5 findings)
a Other Administrative Matters (3 findings)

Hollywood CRA
Q Budget Preparation (1 finding)
a Use of CRA funds (3 findings)
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Finding 1: Financial Urgency
Declaration

The Financial Urgency Statute:

Section 447.4095, Florida Statutes. Financial urgency.—In the event
of a financial urgency requiring modification of an agreement, the chief
executive officer or his or her representative and the bargaining agent
or its representative shall meet as soon as possible to negotiate the
impact of the financial urgency. If after a reasonable period of
negotiation which shall not exceed 14 days, a dispute exists between
the public employer and the bargaining agent, an impasse shall be
deemed to have occurred, and one of the parties shall so declare in
writing to the other party and to the commission. The parties shall then
proceed pursuant to the provisions of s. 447.403. An unfair labor
practice charge shall not be filed during the 14 days during which
negotiations are occurring pursuant to this section.

History.—s. 2, ch. 95-218; s. 159, ch. 97-103.
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Finding 1: Financial Urgency
Declaration

“Financial Urgency” is not defined in law

Public Employees Relations Commission has defined
financial urgency as:

A financial condition requiring immediate attention
and demanding prompt and decisive action which
requires the modification of an agreement; however,

It IS not necessarily a financial emergency or
bankruptcy.
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Finding 1: Financial Urgency
Declaration
City’s Declarations of Financial Urgency:

a September 1, 2010, for the 2010-11 fiscal year.
Increase in millage and successful negotiation with the
employee unions. Financial urgency not pursued
through impasse.

a May 18, 2011, for the 2010-11 and 2011-12 fiscal years.
Negotiations were unsuccessful resulting in unilateral
changes.

Unfair labor practice charges filed with Public Employees
Relations Commission (PERC)

City generally prevailed in PERC proceedings

Appeals were filed with the appropriate District Courts of Appeal
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Finding 1: Financial Urgency
Declaration
PERC findings indicated that the City had demonstrated:

Q Budget shortfalls in General Fund.

0 Raising taxes to close budget gap was not a legally
available option for 2010-11 fiscal year and would have
an adverse effect if raised enough to close the gap for
2011-12 fiscal year.

Q Laying off sufficient employees not feasible due to
reduction in service levels.

0 Funds could not be transferred from the City’s enterprise
funds or the Hollywood CRA.
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Finding 1: Financial Urgency
Declaration

a Funds were avalilable in the City’s Water and Sewer
Utility Fund.

Q Excess working capital in Water and Sewer Utility Fund,
based on 90-day reserve, was $10.6 million at 9/30/10
and $20.5 million at 9/30/11.

0 Because of the City’s poor financial condition, availability
of excess working capital in the Water and Sewer Utility
Fund to offset a portion of the budget shortfalls may
have had limited impact on the City’s determination of
financial urgency.
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Financial Condition Findings

Factors Contributing to Financial Difficulties:

Q Declining General Fund fund balance and no formal
plan to build up reserves (finding 2)

General Fund Unrestricted Balance
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Financial Condition Findings

Factors Contributing to Financial Difficulties:

Q Declining General Fund fund balance and no formal
plan to build up reserves (finding 2)

City established fund balance policy targeting 17% of
expenditures to be maintained in reserves.

At 9/30/11, target was $26.4 million; reserve was $4.3
million.

No formal plan was prepared to build up reserves; however
City’s reserves were projected to be $10.8 million at
9/30/12.

0 No policy establishing working capital reserves in
Water and Sewer Utility Fund (finding 3)
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Financial Condition Findings
Factors Contributing to Financial Difficulties:

QO Unsustainable pension benefits (finding 4)

Pension Plan As of As of Increase Percent
October 1, 2004 October 1, 2009 Increase
Unfunded Pension Liability:
General Employees $ 77,440,712 $ 149,370,467 $ 71,929,755 92.88
Fire Fighters 69,270,000 126,209,903 56,939,903 82.20
Police Officers 76,415,232 140,766,537 64,351,305 84.21
Total $ 223125944 $ 416,346,907 $ 193,220,963 86.60
Funded Ratio (1) 65.3 percent 23.2 percent
2004-05 2009-10 Increase Percent
Fiscal Year Fiscal Year Increase
Annual Pension Cost:
General Employees $ 8,825,956 $ 16,411,715 $ 7,585,759 85.95
Fire Fighters 3,724,852 8,914,396 5,189,544 139.32
Police Officers 6,337,359 11,380,073 5,042,714 79.57
Total $ 18,888,167 $ 36,706,184 $ 17,818,017 94.33
Note (1): The actuarial value of assets expressed as a percentage of the actuarial accrued liability.

Source: City CAFRs
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Financial Condition Findings

Factors Contributing to Financial Difficulties:
Q Unsustainable pension benefits (finding 4)

Revisions to pension benefits for employees hired

July 2009 and later, along with changes approved
via referendum in September 2011 resulted in $60

million reduction of unfunded pension liability.
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Financial Condition Findings

Factors Contributing to Financial Difficulties:

Q Ineffective budgeting practices & insufficient financial
Information provided to decision-makers (findings 5 & 6)

Revenue estimates too high & budget overexpenditures
Budgets not prepared for all funds
Prior year balances brought forward not included in budget

Budget-to-actual comparisons or financial information not
provided to governing body frequently enough or timely

- City Commission was not provided actual financial
Information (as of 3/31) until May and this information was
only for the General Fund

- Financial information (as of 6/30) for all other funds was
provided to City Commission in late September
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Other Administrative Matters &

Public Records

Q Bank account reconciliations were not timely prepared
(finding 7)

42 to 100 days after the City’s 6-week guidelines

a City’s vehicle maintenance and fuel management
system was ineffective for monitoring miles per gallon
and, therefore, reasonableness of fuel usage by
vehicle (finding 8)

QO Minutes of City Commission meetings were not timely
prepared and some meeting minutes had not been
approved by the Commission (finding 9)

Minutes for meetings held from March 2011 to January 2012
were approved on average 200 days after the meeting dates
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CRA Findings

0 Budgets adopted did not include balances brought
forward from the prior fiscal years (finding 10)

Amounts not brought forward include:

Beach District - $36.5 million and $34.2 million for
the 2010-11 and 2011-12 fiscal years, respectively

Downtown District - $2.3 million for 2010-11 fiscal
year
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CRA Findings

a CRA expenditures were not always in accordance
with law or the approved CRA Plans and CRA Plans
had not been updated since 1995 and 1997 (finding
11)

0 Questioned expenditures included:

$1.5 million for community policing

$2 million for design and construction management
services

$188,000 for enhanced maintenance program

Q Salary and other expenditures were not allocated
using a rational methodology (finding 12)

Allocation based on revenues

Time records or other systematic and rational approach
should be used
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CRA Findings

a Ending balances in the CRA trust funds, while
appropriated for subsequent years, were not always
expended as planned (finding 13)

Section 163.387(7), Florida Statutes, requires ending
balances to be:

. Used to reduce indebtedness

. Deposited into an escrow account for the purpose of later
reducing indebtedness

. Appropriated to a specific redevelopment project(s) pursuant
to the CRA plan, which project will be completed within 3

years

- Returned to the taxing authorities that contributed the tax
increment revenues that year



"
CRA Findings

a Ending balances in the CRA trust funds, while
appropriated for subsequent years, were not always
expended as planned (finding 13)

Beach District had $20.3 million and $14.7 million in ending
balances at September 30, 2010 and 2011, respectively.

Although the CRA'’s five-year capital improvement plans
Indicated scheduled projects and the CRA Board
appropriated amounts that would have required the use of
accumulated prior year resources, the CRA spent very little
from those resources over the 2008-09, 2009-10, and
2010-11 fiscal years.

The CRA did not have procedures to monitor accumulated
prior year resources to ensure compliance with Section
163.387(7), Florida Statutes.
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MAYOR, VICE MAYOR, COMMISSION MEMBERS, AND CITY MANAGER

City of Hollywood Mayor, Vice Mayor, Commission Members, and City Manager who served during the period
October 2010 through January 2012 are listed below:

Mayor
Peter Bober

Vice Mayor
Patty Asseff (District 1) from 2-16-2011
Heidi O’Sheehan (District 3) to 2-15-2011

Commissioners

Patty Asseff (District 1)

Quentin “Beam” Furr (District 2)
Heidi O’Sheehan (District 3)
Dick Blattner (District 4)

Fran Russo (District 5)

Linda Sherwood (District 6)

City Manager
Cathy Swanson-Rivenbark, Interim City

Manager, from June 16, 2011
Cameron D. Benson to June 15, 2011

COMMUNITY REDEVELOPMENT AGENCY CHAIRPERSON,
VICE CHAIRPERSON, AND BOARD MEMBERS

The Hollywood Community Redevelopment Agency (CRA) Board consists of seven members who also serve as
the Mayor, Vice Mayor, and City Commission. The Mayor and Vice Mayor also serve as the CRA Board
Chairperson and Vice Chairperson, respectively. The CRA Executive Director and Deputy Director who served
during the period October 2010 through January 2012 are listed below:

Executive Director
Jorge Camejo from 1-3-2011
Vacant to 1-3-2011

Deputy Director
Bryan Cahen

The audit team leader was Enrique A. Alonso, CPA, and the audit was supervised by Randy R. Arend, CPA. Please address
inquities regarding this report to Marilyn D. Rosetti, CPA, Audit Manager, by e-mail at marilynrosetti@aud.state.fl.us ot by
telephone at (850) 487-9031.

This report and other reports prepared by the Auditor General can be obtained on our Web site www.myflorida.com/audgen;
by telephone (850) 487-9175; or by mail G74 Claude Pepper Building, 111 West Madison Street, Tallahassee, Florida 32399-
1450.
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CITY OF HOLLYWOOD AND
HOLLYWOOD COMMUNITY REDEVELOPMENT AGENCY

SUMMARY

Our operational audit of the City of Hollywood and Hollywood Community Redevelopment Agency
disclosed the following:

CITY OF HOLLYWOOD

FINANCIAL URGENCY DECLARATION

Finding No. 1: The City did not consider all available funds in its determination to declare a financial
urgency.

FINANCIAL CONDITION

Finding No. 2: The City needed to develop a formal plan to replenish General Fund fund balance reserves,
as required by its fund balance policy.

Finding No. 3: The City needed to establish minimum target levels of working capital that should be
maintained for its Water and Sewer Utility Fund.

Finding No. 4: The City had not adopted a funding policy for its defined benefit pension plans to ensure
that sufficient resources would be available to fund benefits promised to employees. Additionally,
scheduled wage increases and rising costs of pension benefits pursuant to collective bargaining agreements,
most of which were funded by the General Fund, may have been unsustainable in the long run.

Finding No. 5: The City’s financial management and monitoring could be improved to avoid budget
shortfalls due to ineffective revenue projections and overexpenditures.

Finding No. 6: The City’s adopted budgets did not include prior year balances brought forward and
budgets were not adopted for its special revenue or capital projects funds, contrary to law.

OTHER ADMINISTRATIVE MATTERS

Finding No. 7: The City did not provide for timely bank account reconciliations.

Finding No. 8: The City’s fuel and fleet management systems used for numerous City-owned vehicles were
ineffective for monitoring and investigating significant fluctuations in miles per gallon by vehicle.

PUBLIC RECORDS

Finding No. 9: Minutes of City Commission meetings and workshops were not timely prepared and
approved.

HOLLYWOOD COMMUNITY REDEVELOPMENT AGENCY (CRA)

BUDGET PREPARATION

Finding No. 10: The CRA’s adopted budget did not include prior year balances brought forward, contrary to
law.

USE OF CRA FUNDS

Finding No. 11: Several CRA expenditures were not in accordance with law or the approved CRA plans, and
the Downtown District and Beach District CRA plans had not been updated since 1995 and 1997,
respectively.

Finding No. 12: Some salaries and benefits costs and other expenditures were not allocated using time
records documenting actual effort or another systematic and rational approach.
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Finding No. 13: CRA records did not demonstrate compliance with Section 163.387(7), Florida Statutes,
regarding the disposition of unexpended CRA trust fund moneys.

BACKGROUND

The City of Hollywood, incorporated in 1925, is located in Broward County on the southeastern coast of the State of
Florida. The City comprises 30 square miles of land, including 6 linear miles of Atlantic Ocean beaches. The City’s
permanent population is approximately 141,000, with the seasonal peak approaching 200,000. The City operates
under a Commission-manager form of government. The City Commission is composed of a Mayor elected at large
and six Commissioners elected by district. The seven members of the City Commission serve four-year terms. The
City Commission determines policy, adopts local legislation, approves the City’s budget, sets taxes and fees, and
appoints the City Manager and City Attorney. The day-to-day operations of the City are under the leadership of the
City Manager. The City Commission also serves as the governing board of the Hollywood Community
Redevelopment Agency, with the Mayor and Vice Mayor serving as the CRA Board Chairperson and Vice

Chairperson, respectively.

In addition to general government services, the City also provides community planning and development, public

safety, public works, culture, and recreation services to its residents.

FINDINGS AND RECOMMENDATIONS

CITY OF HOLLYWOOD

Financial Urgency Declaration

Chapter 447, Part 11, Florida Statutes, governs public employee labor organizations. Sections 447.205 and 447.207,
Florida Statutes, provide for creation of the Public Employees Relations Commission (PERC) for the purpose of
handling public employee labor and employment disputes. Section 447.403, Florida Statutes, provides the required
procedures for resolving impasses when a dispute exists between a public employer and a bargaining agent. Section
447.4095, Florida Statutes, provides that in the event of a financial urgency requiring modification of an agreement,
the chief executive officer or his or her representative and the bargaining agent or its representative shall meet as soon
as possible to negotiate the impact of the financial urgency. This Section further provides that, if after a reasonable
period of negotiation not to exceed 14 days, a dispute exists between the public employer and the bargaining agent, an
impasse shall be deemed to have occurred, and one of the parties shall so declare in writing to the other party and to
the PERC, and the parties shall then proceed to impasse resolution pursuant to the provisions of Section 447.403,
Florida Statutes. Chapter 447, Part II, Florida Statutes, does not define the term “financial urgency” nor does it

establish criteria for determining whether a financial urgency exists.

The City’s 2010-11 fiscal year budget provided funding for 1,340 positions, including 483 in the Police Department;
268 in the Fire Department; 54 in the Parks, Recreation, and Arts Department; 294 in Public Works and Public
Utilities Departments; and 241 in various other administrative and support departments. The majority of City
employees are represented by three unions, comprised of five bargaining units, as follows: Hollywood Fire Fighters
Local No. 1375, International Association of Fire Fighters, Inc. (Local No. 1375), representing the City’s fire fighters;
Broward County Police Benevolent Association, Inc., representing the City’s police officers; and Hollywood, Florida,
City Employees, Local 2432, American Federation of State, County, and Municipal Employees, American Federation

of Labor and Congress Industrial Organizations, representing the general employees, professional employees, and

2
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supervisory employees bargaining units. The City also maintains separate defined benefit pension plans covering

general employees, fire fighters, and police officers.

According to the July 7, 2010, City Commission minutes, the City projected a General Fund budget shortfall! of $13
million for the 2010-11 fiscal year as determined by City personnel. Because of the projected budget shortfall, on
September 1, 2010, the City Commission passed Resolution No. R-2010-260, declaring a financial urgency pursuant to
Section 447.4095, Florida Statutes, and indicating the need to modify the negotiated agreements with its bargaining
units (unions). The City subsequently increased the millage rate by 11 percent from 6.0456 to 6.71 mills and the City’s
unions voluntarily entered into negotiations and agreed to concessions in wages and benefits, resulting in the approval
of a balanced budget effective for the 2010-11 fiscal year. Thus, the financial urgency was not pursued through

impasse.

In April 2011, City personnel performed a mid-year budget review for the 2010-11 fiscal year and determined that
there was a projected General Fund budget shortfall of $8.6 million due to an increase in expenditures of $1.2 million
and a revenue shortfall of $7.4 million (see additional discussion in finding No. 5). In addition, the mid-year budget
review projected a General Fund budget shortfall of $25 million for the 2011-12 fiscal year. On May 18, 2011, the
City Commission passed Resolution No. R-2011-117 declaring a financial urgency for the remainder of the 2010-11
fiscal year, and Resolution No. R-2011-118 declaring a financial urgency for the 2011-12 fiscal year. Further, through
two budget resolutions, R-2011-062 and R-2011-111, the City cut operational expenditures by several million dollars,
including nonpersonnel expenditures and the following personnel expenditures: nonrepresented employees received
pay cuts of 7.5 percent, as well as reductions in paid holidays; and the Mayor, Commissioners, City Manager, and City

Attorney voluntarily took 10 percent pay cuts.

The City’s proposal for the fire fighters included a 12.5 percent wage reduction, elimination of merit increases, and
other changes in workweek hours and overtime provisions for the remainder of the 2010-11 fiscal year, as well as
changes to health insurance, pension, and other benefits for the 2011-12 fiscal year. Changes for the police initially
included a 10 percent wage reduction, later amended to a 12.5 percent reduction, and included elimination of merit
increases. Changes for general employees included a 7.5 percent wage reduction and elimination of pay for the July
4t and Labor Day holidays. According to City records, the City Commission imposed the 2010-11 fiscal year changes
in wage reductions, workweek hours, and overtime, to be effective for the pay period ending June 25, 2011.
Employees paid from funds in the Water and Sewer Utility, Stormwater Utility, Parking, and Sanitation Funds
(Enterprise Funds) were exempted from the changes. Pursuant to the City of Hollywood Code of Ordinances,
benefit changes to the City’s defined-benefit pension plans required either (1) approval of the electorate via
referendum or (2) a majority plus one vote of the City Commission and 50 percent plus one vote of the voting

members of the retirement plan.

In June 2011, the projected 2011-12 fiscal year General Fund budget shortfall was increased to $38 million due to a
further decline in projected revenues and increasing pension costs. To address the shortfall, on July 18, 2011, the City
Commission approved holding a referendum on September 13, 2011, to amend the three pension plans and, on
September 7, 2011, approved amending City pension ordinances to freeze the pension plans effective September 30,
2011, and creating new pension plans effective October 1, 2011, with reduced benefits. In the referendum held on
September 13, 2011, the electorate approved the new pension plans with reduced benefits. On September 21, 2011,

the City Commission approved modifying and extending the June 25, 2011, changes to employee wages, workweek

! Expenditures and transfers out to other funds in excess of revenues and transfers in from other funds.

3
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hours, and overtime to the 2011-12 fiscal year based on the financial urgency declaration for the 2011-12 fiscal year
(Resolution No. R-2011-118).

As a result of the declarations of financial urgency, actions brought by the unions representing the City’s bargaining
units have resulted in numerous proceedings with PERC and the courts. The City generally prevailed in its PERC
cases regarding the existence and appropriateness of declaring the financial urgencies; however, several cases were

ongoing in the judicial system.

Finding No. 1: Financial Urgency Determination

PERC Hearings

On August 1, 2011, the fire fighters union (Local No. 1375) filed an unfair labor practice charge? with PERC alleging,
among other things, that the City violated Section 447.501(1)(a) and (c), Florida Statutes, by declaring financial
urgencies for the 2010-11 and 2011-12 fiscal years without there being bona fide financial urgencies3. Local No. 1375
did not dispute the City’s budgetary projections but asserted that the City had other available options for balancing its

budget than to reopen the collective bargaining agreements, including an ad valorem tax increase and layoffs.

The PERC hearing officer (hearing officer) noted that the financial urgency provision of Section 447.4095, Florida
Statutes, is an evolving area of law and that no case or PERC final order had clearly determined what constituted a
financial urgency. Therefore, the hearing officer looked for guidance to three recommended orders addressing the
application of the financial urgency statute then pending before PERC, including one she had authored. The hearing
officer then adopted her earlier language from one of the pending opinions that noted the statute was lacking in any
definition of, or criteria for, a financial urgency. Based on the plain meaning of the statutory language, the hearing
officer determined that a financial urgency was a financial condition calling for immediate attention, not necessarily
the condition of financial emergency or bankruptcy. Consequently, in the hearing officer’s recommended order, dated
March 27, 2012, she rejected the union contention that modification of the contract can only occur when all other
possible means to resolve a financial urgency have been exhausted and concluded that the City had demonstrated it
had a financial urgency for the 2010-11 and 2011-12 fiscal years. In Final Order 12U-176 (Delgado, Concurring in
part, Dissenting in part), issued July 12, 2012, PERC adopted the hearing officer’s recommended order. The Final
Otder has been appealed to the Fourth District Court of Appeals in Case Number 4DD12-2861 and was pending as of
February 5, 2013.

In making the determination that the City’s declaration of financial urgency was valid, the hearing officer stated the
City had demonstrated that it faced a projected General Fund budget shortfall; established that raising the ad valorem
tax rate for the 2010-11 fiscal year to meet its budget shortfall was not a legally available option after the start of the
fiscal year, and that raising it enough to close the budget gap for the 2011-12 fiscal year would reasonably be expected
to have an adverse effect on its businesses and residents; that laying off a sufficient number of fire fighters to close the
budget gap was not feasible in view of the reduction in services that would result; and that funds could not be drawn

from the City’s enterprise funds or from the Hollywood Community Redevelopment Agency.

2 The Broward County Police Benevolent Association, Inc., Chartered by the Florida Police Benevolent Association and the
Hollywood City Employees Local 2432, AFSCME, each filed similar charges with PERC.

3 Section 447.501(1)(a) and (c), Florida Statutes, provides that public employers, and their agents and representatives are
prohibited from interfering with, restraining, or coercing public employees in the exercise of any rights guaranteed under Part IT
of Chapter 447, Florida Statutes, and from refusing to bargain collectively, failing to bargain collectively in good faith, or refusing
to sign a final agreement agreed upon with the certified bargaining agent for the public employees in the bargaining unit.

4
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The City provided the hearing officer with excerpts from City Ordinance No. O-91-44 (Ordinance), enacted to
authorize the issuance and refunding of bonds to pay for improvements to the water and sewer utility, to evidence
that funds could not be drawn from its enterprise funds to offset shortfalls in the General Fund. However,
Otdinance provisions not provided to the hearing officer indicated that moneys available after funding water and
sewer utility expenses and required reserves could be used for any lawful City purpose. As further discussed below,
the City had significant available funds in the Water and Sewer Utility Fund that potentially could have been used to
help offset General Fund shortfalls.

Water and Sewer Utility Fund Net Assets Available for General Fund

The City’s Water and Sewer Improvement Revenue Bonds are subject to the terms and conditions of City Ordinance
No. O-91-44, which establishes various funds and accounts for the receipt and disbursement of revenues collected
from the water and sewer utility operations. In addition to a Construction Fund, the Ordinance establishes an
Enterprise Fund consisting of a Revenue Account; Renewal, Replacement and Improvement Account; General
Reserve Account; Sinking Fund Account; Reserve Account; Subordinated Indebtedness Account; Rate Stabilization
Account; and Impact Fee Account. The Ordinance requires that all revenues collected from the water and sewer
utility operations be initially deposited to the Revenue Account and then withdrawn in such amounts as required by
the Ordinance to fund current expenses of the water and sewer utility and the various other accounts. Any balance

remaining after making these deposits shall be deposited to the General Reserve Account.

In general, the City deposited the amounts necessary to the Sinking Fund Account to make the periodic principal and
interest payments; purchased a reserve account insurance policy to satisfy the Reserve Account requirement; had no
debt requiring deposits to the Subordinated Indebtedness Account; maintained a $10,000,000 deposit to the Rate
Stabilization Account as determined by the City Commission in connection with the issuance of Water and Sewer
Revenue Bonds, Series 1991; budgeted annually the amount to be deposited to the Renewal, Replacement, and
Improvement Account based, in part, on a Water and Sewer Ultility Fund capital improvement plan developed in
conjunction with recommendations of a consulting engineer; and deposited certain specified fees collected to the
Impact Fee Account. As provided in the Ordinance, any balance remaining after making these deposits was deposited

to the General Reserve Account within the Water and Sewer Utility Fund.

In response to our inquities regarding the City’s understanding of the limitations on its authority to transfer moneys
from the Water and Sewer Utility Fund, the Deputy City Attorney advised that Section 707 of the Ordinance requires
the City to keep the funds and accounts of the Water and Sewer Utility Fund separate from all other funds and
accounts of the City or any of its departments; that allowing transfers from the Water and Sewer Utility Fund to the
General Fund with no repayment obligation would destroy the integrity of the Water and Sewer Utility Fund; and that
unconditional transfers to the General Fund would violate Section 707 of the Ordinance and would therefore be
unlawful. However, while Section 707 of the Ordinance requires that water and sewer utility funds be separately
accounted for and not commingled with other City funds, Section 513 of the Ordinance provides that moneys
deposited into the General Reserve Account may be used "for any other lawful purpose of the City, including loans to
the general fund of the City." Accordingly, transfers may be made to the General Fund from the General Reserve

Account with or without a repayment obligation.

According to the net assets balances in the Water and Sewer Utility Fund reported by the City in its Comprehensive
Annual Financial Report (CAFR), the City had significant amounts of unrestricted net assets available in the Water
and Sewer Ultility Fund as of September 30, 2010, and 2011. As further discussed in finding No. 3, a certain level of
working capital should be retained in the Water and Sewer Utility Fund. Using a conservative 90-day working capital

requirement, the City had $10.6 million and $20.5 million in excess working capital potentially available as of
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September 30, 2010, and 2011, respectively, as shown in Table 1, that could have been used to help offset the General
Fund budget shortfalls.

Table 1
Fiscal Year Ended
9/30/2010 9/30/2011

Current Assets $ 36,664,586 $ 50,111,733
Rate Stabilization (noncurrent Asset) (1) 10,000,000 10,000,000
Current Liabilities (19,560,788) (23,223,289)
Total Working Capital 27,103,798 36,888,444 (A)
Annual Operating Expenses 57,853,871 57,615,827
Interest Expenses 9,044,394 8,835,352
Total Expenses 66,898,265 66,451,179
90 Days' of Expenses (Expenses/365 x 90) 16,495,463 16,385,222 (B)
Excess Working Capital $ 10,608,335 $ 20,503,222 (A - B)
Note (1): Pursuant to Section 510 of Ordinance O-91-44, the rate stabilization

fund may be used to pay current expenses. Further, the rate

stabilization fund was used by the City's rate consultant in its

calculations of working capital available.

As a result of its interpretation of Ordinance provisions, the City had not considered the accumulating net assets
balance in the Water and Sewer Utility Fund in addressing its General Fund budget shortfalls. Insofar as a portion of
the financial resources in the Water and Sewer Utility Fund are not legally restricted, these moneys were available for
consideration by the City Commission for other lawful City purposes. However, the availability of funds in the Water
and Sewer Ultility Fund to offset a portion of the General Fund shortfalls may have had limited impact on the City’s
determination that a financial urgency existed due to the underlying problems contributing to its deteriorating

financial condition, as further discussed under the Financial Condition heading.

Recommendation: Prior to declaring a financial urgency or taking actions to address General Fund
budget shortfalls, the City should consider available funds on a City-wide basis, including those available in
the Water and Sewer Utility Fund.

Follow-up to Management’s Response

In its response, the City refers to certain rules of statutory construction to argue that the phrase “any other
lawful purpose of the City” should be interpreted to mean something other than what it clearly and plainly
states. However, where the language of an ordinance conveys a clear and definite meaning, such statutory
construction techniques are not necessary and the ordinance instead must be given its plain and obvious

meaning.

The City also indicated that our calculation of excess working capital in Table 1 should be adjusted to
Include other postemployment benefits (OPEB). However, as reported in the City’s CAFR, OPEB is a
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noncurrent liability and the GFOA’s recommended calculation of working capital includes only current

assets and liabilities; therefore, including OPEB would not be appropriate.

The City further indicated that the Bond Feasibility Study (dated January 2010) included in its 2010 bond
offering represented that, using the 90-day operating reserve, the City would not have had any resources
available to transfer to the General Fund. However, the Bond Feasibility Study referenced by the City used
amounts reported in the City’s 2007-08 fiscal year CAFR and includes unexplained adjustments whereas our
determinations of available working capital were based on the City’s 2009-10 and 2010-11 fiscal year CAFRs,
more recent information. Further, the City fails to take into consideration the fact that reported revenues in
its Water and Sewer Utility Fund have increased by 38 percent (from $60.6 million to $83.8 million) while
operating expenditures, including interest expenses, have increased by only 4 percent (from $64 million to
$66.5 million) from the 2007-08 to the 2010-11 fiscal years, resulting in considerably more available funds.

Finally, the City’s response indicated that in November 2011, Fitch upgraded its rating of the City’s Water
and Sewer Revenue Bonds and that transferring amounts from its Water and Sewer Utility Fund to its
General Fund would have resulted in no upgrade to this rating. However, such an assertion is speculative as
It is not possible to determine whether the City would not have received a rating upgrade had it used excess
working capital in the Water and Sewer Utility Fund to address the General Fund projected shortfalls. We
believe the City should have considered the availability of excess working capital in determining what
actions to take to address the projected shortfalls, even if the City would have had to take some additional

actions to strengthen its financial condition.

Financial Condition

A municipality’s financial condition affects its ability to provide services, on a continuing basis, at the level and quality
required for the health, safety, and welfare of its citizens. In connection with local government financial audits
conducted pursuant to Section 218.39, Florida Statutes, external auditors are required to conduct financial condition
assessments. In evaluating a local government’s financial condition, the assessment should be made on an entity-wide
basis. If deteriorating financial conditions are noted, auditors are required to include a finding in the audit report and

to discuss the existence of deteriorating financial conditions with each member of the governing body.

In the management letter for the City’s 2009-10 fiscal year audit, the external auditors included a finding relating to
the City’s significant unfunded pension liability and recommended that the City perform a comprehensive assessment
of its pension plans to determine their future viability, and what the City’s future funding obligations will be and how
they will impact the City’s future operating budgets. In the management letter for the City’s 2010-11 fiscal year audit,
the external auditors noted deteriorating financial conditions and indicated such conditions were caused by significant
declines in the City’s key revenue streams and continued increases in operating expenditures, including but not limited

to, increasing levels of required contributions to its pension funds.

We reviewed the City’s policies and procedures, and selected actions taken before and after the declarations of
financial urgency, that affect the City’s financial condition. As discussed below, our audit disclosed actions the City
could take to better monitor its financial condition and to help prevent the occurrence of deteriorating financial

conditions.
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Finding No. 2: General Fund Fund Balance

The General Fund serves as the City’s chief operating fund and accounts for all financial resources of the general
government, except those required to be accounted for in another fund. City administration, such as the City
Attorney’s office, budget and procurement services, financial services, human resources, and growth management, as
well as public safety (police and fire), community development, and public works, are all funded from the General
Fund. Revenues supporting general government operations include property, utilities service, and franchise taxes;

licenses and permits; and various service charges.

Fund balance in a governmental fund represents the net financial resources available in the fund. The Governmental
Accounting Standards Board (GASB), through issuance of GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, established classifications of fund balance based on the extent to which the funds
are bound by external and internal constraints. Fund balance classified as nonspendable and restricted represent
funds that cannot be spent or must be spent for specific purposes based on external or legal constraints. Fund
balance classified as committed is restricted for specified purposes based on formal action of the City Commission
using its highest level of decision-making authority (i.e., by ordinance for municipalities), and fund balance classified
as assigned or unassigned is essentially available to the City for any lawful City purpose. GASB Statement No. 54 was
effective for the City’s 2010-11 fiscal year. Prior to the 2010-11 fiscal year, the resources available to the City to fund

its operations were classified as unreserved fund balance.

The Government Finance Officers Association (GFOA) recommends that governments establish a formal policy on
the level of unrestricted* fund balance that should be maintained for the General Fund, although financial resources
available in other funds should also be considered in assessing the adequacy of unrestricted fund balance in the
General Fund. GFOA recommends that, at a minimum, general-purpose governments maintain no less than two

months (17 percent) of regular General Fund operating revenues or regular General Fund operating expenditures.

From the 2006-07 through 2010-11 fiscal years, the City’s General Fund unreserved or unrestricted (i.e., sum of

committed, assigned, and unassigned) fund balance declined significantly as noted in Table 2.

Table 2

General Fund Unrestricted Balance

$16,000,000 N
S15/000,000 ~
900000 ~

000500 ~
$2,OOO,O(5JBC3

2007 2008 2009 2010 2011

Fiscal Year

Source: City records

*In its best practice, Appropriate Level of Unrestricted Fund Balance in the General Fund, the term “unrestricted” refers to those amounts
classified as committed, assigned, and unassigned.
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The significant decrease was due primarily to declining revenues, ineffective financial management and budget
practices, and increasing pension funding costs, as further discussed in finding Nos. 4 and 6. As discussed previously,
the City declared financial urgencies for the 2010-11 and 2011-12 fiscal years due to projected General Fund budget
shortfalls.

In response to the significant fund balance decline, the City took various actions including the City Commission’s
adoption of a fund balance policy in September 2011 for its General Fund to secure and maintain investment-grade
credit ratings, meet seasonal shortfalls in cash flow, and reduce susceptibility to emergency or unanticipated
expenditures. The fund balance policy sets a target unrestricted®> balance of 17 percent of General Fund operating
expenditures based on GFOA recommendations and was intended to assist the City in stabilizing its long-term
financial position. Based on General Fund operating expenditures for the 2010-11 fiscal year, the target unrestricted
fund balance would be $26.4 million. The policy also provides for a restricted fund balance pursuant to debt
covenants of five percent of General Fund expenditures (§7.8 million based on 2010-11 fiscal year expenditures) and a
committed fund balance of five percent of General Fund expenditures for an economic stabilization reserve to

“protect the City from adverse financial impacts in the event of unexpected economic events.”

The General Fund fund balance policy states “if unrestricted fund balance reserves are drawn down below the
established targets, the City Manager will develop and submit to the City Commission a plan for restoring the level of
unrestricted fund balance.” The City’s reported committed fund balance of $4.3 million as of September 30, 2011, is
considered unrestricted fund balance as contemplated by the City’s fund balance policy. Although this amount was
well below the target level established in the fund balance policy, as of November 5, 2012, the City Manager had not,
of record, submitted to the City Commission a plan for restoring unrestricted fund balance to the targeted level. In
response to our inquiry, the Director of Financial Services stated that “there is no plan for restoring the fund balance
to the targeted level as the targeted level (17 percent) of reserves has not been reached and then drawn upon. The
City’s Fund Balance policy requires a restoration plan only in the event that reserves are drawn upon.” However, the
fund balance policy does not support the Director of Financial Services” assertion. Nor is it apparent why the City’s
policy would not require a plan for reaching targeted levels regardless of the reason(s) why fund balance is below the

targeted level.

Although the City did not have a formal plan for replenishing its fund balance reserves, the City raised its millage rate
for the 2010-11 and 2011-12 fiscal years in part to replenish the General Fund unrestricted fund balance reserves.
Based on its 2012-13 fiscal year budget, estimated fund balance brought forward from the 2011-12 fiscal year was
$10.8 million.

Recommendation: The City should develop a formal plan for replenishing General Fund fund balance
reserves and continue its efforts to build General Fund fund balance reserves to the established target level.

Follow-up to Management’s Response

In its response, the City reiterated its belief that its fund balance policy only requires that a formal plan be
developed when the target has been reached and then drawn down, and that its fund balance policy is
reflective of GFOA’s recommended best practices. However, if its fund balance policy were to be applied in
the manner interpreted by the City, it would not be effective until the City has fully recovered and reached its

target levels and, therefore, would not be an effective tool for financial management of the City’s reserves,

5 Pursuant to the City’s fund balance policy, the term “unrestricted” refers to those amounts classified as committed, assigned,
and unassigned.
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and would not be consistent with the GFOA’s recommended best practices, which indicate that a fund
balance policy should provide for specific plans for increasing or decreasing the level of unrestricted fund
balance if the unrestricted fund balance is not consistent with the policy’s target level. While we agree that
establishing target levels of reserves is a prudent financial practice, given the City’s weak financial condition
at September 30, 2011, when the City was $22.1 million below the target level, the failure to establish a formal
plan to replenish its reserves was not prudent. Given the fund balance policy’s apparent lack of clarity as to
whether or not a formal plan is required whenever the unrestricted fund balance falls below the target level,
the City should consider amending its fund balance policy so as to clearly require that a formal plan be
developed to replenish fund balance reserves whenever they are less than the target level regardless of the

reasons therefor.

Finding No. 3: Water and Sewer Utility Fund Working Capital

GFOA, in its best practice titled Appropriate Levels of Working Capital in Enterprise Funds, recommends that local
governments adopt a target amount of working capital to maintain in each enterprise fund and include such targets in
a formal financial policy or plan. GFOA further recommends that to arrive at the target amount, local governments
should start with a baseline of 90 days of working capital and adjust the target based on the particular characteristics
of the enterprise fund (using 45 days as the minimum acceptable level). In its best practice advisory, GFOA presents

various characteristics that should be considered.

Although on September 21, 2011, the City established a fund balance policy with minimum fund balance requirements
through formal resolution for its General Fund, it had not established similar requirements for its Water and Sewer
Utility Fund. Establishing such minimum requirements will help ensure that the City has sufficient funds to operate
the water and sewer utility, and provide a basis for determining available funds that may be used for other lawful City

purposes.

Recommendation: The City Commission should, by formal resolution, establish a policy indicating
minimum target levels of working capital funds that should be maintained for its Water and Sewer Utility
Fund.

Follow-up to Management’s Response

In its response, the City indicated that our finding Nos. 1 and 3 are conflicting but does not indicate why or

otherwise support this assertion.

Finding No. 4: Unsustainable Wage and Pension Benefit Increases

GFOA, in its best practice titled Sustainable Funding Practices of Defined Benefit Pension Plans, indicates that a fundamental
financial objective of a municipality’s defined benefit pension plan is to fund the long-term cost of benefits promised
to plan participants, and the appropriate way to attain reasonable assurance that pension benefits will remain
sustainable is for the municipality to accumulate sufficient resources for benefit payments in a systematic and
disciplined manner. Long-term funding is accomplished through contributions from the employer and employee, and
from investment earnings, which typically provide the largest component of funding. GFOA believes that
sustainability requires that governments that sponsor or participate in defined benefit plans contribute the full amount
of their actuarially determined annual required contribution (ARC) each year and adopt a funding policy targeting a
100 percent or more funded ratio (i.e., full funding). According to GFOA, failure to fund the ARC during
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recessionary periods impairs investment returns by depriving the fund of its opportunity to invest when stock prices

are low and long-term investment performance will suffer and will ultimately require higher contributions.

Pursuant to its agreements with the employee unions, the City provided its unions and employees with scheduled

wage increases and pension benefits, most of which were funded from the City’s General Fund, that may have been

unsustainable in the long run considering the economic climate (e.g., declining property values). For example, in

2009:

>

The City’s agreement with the Police Benevolent Association provided for 2 percent cost of living salary
increases every six months beginning October 1, 2009, through April 1, 2012, and longevity increases for
continuous service of 5 percent after 10 and 15 years and 2.5 percent after 20 years of employment. Similatly,
the City’s agreement with Local No. 1375 provided for 2.5 percent annual cost of living salary increases
effective October 1, 2009, 2010, and 2011; longevity increases for continuous service of 5 percent after 10, 15,
and 20 years employment for most employees; and potential merit increases of 5 percent annually. The City’s
agreements with most other union employees anticipated 2 or 2.5 percent annual cost of living salary increases
in 2009 and 2010; longevity increases for continuous service ranging from 2 to 5 percent after 10, 15, and 20
years employment; and potential merit increases ranging from 1.5 to 5 percent annually.

The City provided pension benefits for most employees that were generally based on the average final
compensation calculated based on the highest 3 or 4 years of earnings, including overtime and leave payouts
for certain employee groups, multiplied by 3 to 3.3 percent per year of City employment.

The City’s annual pension costs and its unfunded actuarial accrued liability increased substantially in recent years, as
shown in Table 3:

Table 3
Pension Plan As of As of Increase Percent
October 1, 2004 October 1, 2009 Increase
Unfunded Pension Liability:
General Employees $ 77,440,712 $ 149,370,467 $ 71,929,755 92.88
Fire Fighters 69,270,000 126,209,903 56,939,903 82.20
Police Officers 76,415,232 140,766,537 64,351,305 84.21
Total $ 223,125,944 $ 416,346,907 $ 193,220,963 86.60
Funded Ratio (1) 65.3 percent 53.2 percent
2004-05 2009-10 Increase Percent
Fiscal Year Fiscal Year Increase
Annual Pension Cost:
General Employees $ 8,825,956 $ 16,411,715 $ 7,585,759 85.95
Fire Fighters 3,724,852 8,914,396 5,189,544 139.32
Police Officers 6,337,359 11,380,073 5,042,714 79.57
Total $ 18,888,167 $ 36,706,184 $ 17,818,017 94.33
Note (1): The actuarial value of assets expressed as a percentage of the actuarial accrued liability.

Source: City CAFRs
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As noted above, the overall unfunded pension liability and annual pension cost increased 86.60 and 94.33 percent,
respectively, from October 1, 2004, to October 1, 2009, whereas General Fund revenues only increased 14.5 percent,
from $129,112,916 for the 2004-05 fiscal year to $147,864,760 for the 2009-10 fiscal year. The increases in pension

costs were caused by lower than anticipated investment returns and the increased cost of pension benefits.

The City had not adopted a pension funding policy to ensure that sufficient resources will be accumulated to fund
benefits promised to its employees. Although since at least 2005, the City had generally fully funded its pension plans
with the actuarially determined ARC amounts, as noted in Table 3, the funded ratio decreased from October 1, 2004,
to October 1, 2009, and it will take considerably more resources to approach full funding of the pension plans.
GFOA recommends that governments take measures to reduce the volatility in the ARC to create a more predictable
operating budget and enhance the ability to meet funding obligations. One of the measures discussed in GFOA’s best
practice is to carefully consider all benefit increases for members and beneficiaries, and present the actuarially
determined value of such benefit enhancements to the board of trustees of the pension plan, plan sponsor, and
appropriate legislative body before they are adopted so the effects on the pension fund’s actuarial accrued liability,

funded ratio, and contribution rates are fully understood.

Certain pension benefits were revised for certain employees hired on or after July 15 or 16, 2009. In addition, the
pension changes approved in the September 13, 2011, referendum reduced the annual pension contribution by more
than $8.5 million. The approved changes and improved investment performance contributed toward an overall
reduction in the unfunded pension liability of over $60 million from the October 1, 2009, actuarial valuation to the
October 1, 2010, actuarial valuation, and an increase in the funded ratio from 53.2 percent to 58.3 percent. These
changes, and the previously noted salary and benefit reductions implemented pursuant to the financial urgencies,
allowed the City to balance its General Fund budget for the 2010-11 and 2011-12 fiscal years. However, regardless of
whether the City declared a financial urgency or not, it would have been necessary to address the increasing salary and
pension benefit costs to ensure the future financial stability of the City’s General Fund and sustainability of the City’s

pension plans.

Recommendation: The City should adopt a funding policy for its defined benefit plans. In doing so, the
City should consider GFOA’s best practice recommendations to ensure sustainable funding. For collective
bargaining purposes, the City should carefully evaluate the impact of projected salary and benefit package
costs provided to employees over time to ensure sufficient resources will be available to fund future
expenses.

Follow-up to Management’s Response

In its response, the City indicated that our finding, by mentioning GFOA’s recommended practice that
governments should fund the full amount of their actuarially determined ARC, creates the impression that
the City has not made its ARC. While we indicated in the finding that the City has generally fully funded its
ARC since 2005, the point of our finding is the City should adopt a funding policy for its defined benefit

Plans to ensure sustainable funding of those plans.

Finding No. 5: Financial Management and Monitoring

Section 166.241(2), Florida Statutes, requires governing bodies of municipalities to adopt a budget each fiscal year,
provides that the budget must regulate expenditures of the municipality, and provides that it is unlawful for any
officer of a municipal government to expend or contract for expenditures in any fiscal year except in pursuance of

budgeted appropriations. According to the GFOA’s Recommended Budget Practices of the National Advisory Council on State

12



FEBRUARY 2013 REPORT NoO. 2013-093

and Local Budgeting (1998), regular monitoring of budgetary performance provides an early warning of potential
problems, gives decision makers time to consider actions that may be needed if major deviations in budget-to-actual

results become evident, and is essential to demonstrating accountability.

On May 17, 2011, a budget-to-actual projection for the General Fund was furnished to the City Commission as of
March 31, 2011, for the 2010-11 fiscal year, showing a projected net budget shortfall of $8.6 million. Additional
General Fund projections as of April 30 and May 31, 2011, indicating net budget shortfalls of $10.2 million and $5.4
million were furnished to the City Commission on June 9 and July 6, 2011, respectively. On September 21, 2011, the
City Commission was provided interim financial statements with no budgetary data for all funds as of June 30, 2011.
No budget-to-actual information was provided for the General Fund prior to May 17, 2011, and was not provided for
the months of July 2011 through September 2011, and interim financial statements were not provided for other funds
for any months prior to September 21, 2011. As a result, the City Commission may not have been timely apprised of

General Fund revenue shortfalls and budget overexpenditures, or of the financial status of the City’s other funds.

In response to the budget shortfalls, the City contracted with a consultant to perform a budget review, which included
a review of the budgetary performance of the City’s various funds and identification of areas with deficiencies. The
City implemented some of the consultant’s recommendations. The consultant’s report, dated June 23, 2011, indicated
that the City’s General Fund revenue forecast was not consetvative enough in light of the City’s deteriorating financial
condition and limited reserves. For example, the consultant found that the City had historically budgeted more than
the minimum required 95 percent of property taxes and fire assessments fees (which are levied on property tax bills),
and routinely collected less than the amount budgeted. The City’s mid-year budget review also disclosed projected
shortfalls of approximately $1.3 million in franchise fees, $1.5 million in occupational licenses and building permit
fees, and $1.3 million for a new red light camera program. At fiscal year-end, the City’s actual revenue shortfall was
$6,943,692, or five percent of total actual revenues. In addition, the City initially budgeted employee benefits
expenditures of negative $2,201,624, increased that amount during the fiscal year by $6,064,233 to $3,862,609, and
overspent the final budget by $12,998. In response to our inquiry regarding the negative expenditures budget, we
were advised that a negative appropriation was included in the General Fund for the gross amount of the expected
wages and benefit reductions to be agreed to and, once the specific line item savings were determined based on the
concessions made by the unions, the individual appropriation line items in the departmental operating budgets were

reduced with the corresponding offsetting budget adjustment against the negative appropriation budget amount.

In an email dated May 25, 2012, to City Commission members, the Director of Financial Services provided a General
Fund mid-year projection (budget-to-actual comparison) based on data as of March 31, 2012, and indicated that
during the development of the 2011-12 fiscal year budget, staff identified a goal of providing monthly financial
updates to the City Commission; that numerous obligations had prevented providing monthly updates and the goal
may have been overly ambitious; and that additional interim projections would be distributed as more actual data
became available over the course of the fiscal year. An additional projection based on data as of May 31, 2012, was
provided to City Commission members by email on July 19, 2012; however, our review and inquiries disclosed that no
other projections for the General Fund or any other City funds were provided as of September 11, 2012, and the two
projections provided were not included in City Commission agendas or minutes. Subsequent to our inquiries, on
September 28, 2012, the Director of Financial Setvices emailed to the City Commission members interim financial
statements without budgetary data as of March 31 and June 30, 2012, for the General Fund, all enterprise funds,
Central Services Fund, and Self-insurance Fund. Additionally, in an email dated October 2, 2012, to City Commission

members, the Director of Financial Services provided a projection for the General Fund as of July 31, 2012.
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The lack of timely, comprehensive interim financial statements, including budgetary data, clearly presenting the City’s
financial condition leaves the City Commission members without information necessary to gain an understanding of
the City’s financial status, and could lead to instances of financial mismanagement, including denying expenditures
when funds are available, authorizing purchases when funds are not available, and not identifying or remedying critical
budget shortfalls in a timely manner. Interim financial statements that provide practical and understandable
statements of summary financial information, such as total revenues and expenditures by fund, comparisons with
approved budgets, and current anticipated ending fund equity amounts, would allow the City Commission to more

closely monitor the City’s financial condition and provide information for financial decision-making.

Recommendation: The City should continue its efforts to improve revenue projections and ensure that
future expenditures do not exceed budgetary authority. In addition, budget-to-actual comparisons for all
budgeted funds should be prepared and submitted to the City Commission on a more frequent basis, such
as monthly, and included in City Commission agendas and minutes.

Follow-up to Management’s Response

In its response, the City indicated that there were several presentations made to City decision makers as part
of the budget process and Executive Sessions held prior to the start of the 2009-10 through 2012-13 fiscal
years and that our finding creates the inaccurate impression that insufficient financial information has been
provided to the City Commission. As noted in our finding, the City’s consultant identified deficiencies in
the City’s revenue forecasting. Additionally, providing no financial information to the City Commission
until May, or eight months into the fiscal year, allows the Commission limited time to take action affecting
the expenditures of that fiscal year. Further, providing financial information as of June 30 to the City
Commission on September 21 or later does not allow sufficient time for the City Commission to take any

action affecting the expenditures of that fiscal year.

The City’s response further indicates that our finding fails to acknowledge that financial monitoring by the
Financial Services Department led to the City uncovering budget shortfalls in the 2010-11 fiscal year and
subsequently to the declaration of financial urgency. In the Financial Urgency Declaration section of our
report, we have acknowledged City personnel’s role in identifying the budget shortfalls that lead to the
financial urgency declaration. However, providing the City Commission budget-to-actual comparisons for
all budgeted funds on a more frequent basis may allow the City Commission more time to take actions

needed to avoid a financial urgency declaration.

Finding No. 6: Budget Preparation and Adoption

Section 166.241(2), Florida Statutes, regarding a municipality’s adopted budget, states that the amount available from
taxation and other sources, including balances brought forward from prior fiscal years, must equal the total
appropriations for expenditures and reserves. Our review of the City’s approved budget resolutions disclosed that,
contrary to law, in preparing the City’s 2010-11 and 2011-12 fiscal year budgets, balances brought forward from prior

fiscal years were not included in determining the amounts available for appropriations for the funds shown in Table 4:
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Table 4
Fund Balances Available to be Brought
Forward From Prior Fiscal Years
2010-11 2011-12
Governmental: (1)
General Fund $ 9,234246  $ 4,263,765
Debt Service Fund 58,438 194,617
General Obligation Bonds Series 2005 (2) 131,885 894,569
Gas Tax Capital Projects (2) 458,305 326,567
Proprietary:
Water and Sewer Utility 51,886,783 69,739,053
Stormwater Utility 7,020,963 7,337,158
Golf Enterprise (346,634 (364,639)
Sanitation Enterprise 170,672 2,054,839
Parking Enterprise (1,222,794) 863,515
Records Preservation 124,042 118,520
Central Services 494,718 90,716
Insurance 8,758,358 5,540,036
Note (1): Budgets were not adopted for the City's capital projects funds or special
revenue funds (see discussion below).
Note (2): Debt service fund

Source: City Records

On June 6, 2012, the City Commission approved a budget amendment for the 2011-12 fiscal year General Fund
budget to include the balance brought forward from the 2010-11 fiscal year.

Failure to consider balances brought forward in the budget diminishes the usefulness of the budget as a financial
management tool and limits the City’s ability to determine appropriate increases and decreases in revenues or
expenditures that may be needed for the fiscal year for which the budget is being adopted. In addition, failure to
consider balances brought forward could result in the amount of taxes or other revenue sources contemplated in the
proposed budgets being increased beyond the amounts necessary to carry out planned expenditures or to establish

reserves.

Section 166.241(2), Florida Statutes, also requires that the adopted budget show the budgeted revenues and
expenditures for each fund and that the budget regulate expenditures of the municipality, and provides that it is
unlawful for any officer of a municipal government to expend or contract for expenditures in any fiscal year except in
pursuance of budgeted appropriations. Accordingly, it is unlawful for the City to expend moneys for purposes not
contemplated by the budget. The City received various Federal, State, and local grants, which were accounted for in
the special revenue funds. Although the City Commission approves grant agreements that are the basis for grant
related expenditures, the budgets adopted by the City Commission for the City’s 2010-11 and 2011-12 fiscal years did
not include budgets for the special revenue funds. The City also accounts for capital projects revenues and
expenditures in its capital projects funds. Although the City approves a capital improvement plan that is the basis for
capital projects appropriations, the budgets adopted by the City Commission for the 2010-11 and 2011-12 fiscal years
did not include budgets for the capital projects funds and the capital improvement plan did not include all elements

required to be included pursuant to Section 166.241(2), Florida Statutes. As provided in Table 5, the City reported
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balances brought forward, revenues and transfers in, and expenditures and transfers out in the special revenue and

capital projects funds for the 2010-11 fiscal year.

Table 5
Fund 2010-11 Fiscal Year
Balances Revenues and  Expenditures
Brought Transfers In and Transfers
Forward Out
Special Revenue:
Special Programs $ 2,166,623 $ 22223857 $ 4,821,079
Law Enforcement Forfeiture 2,628,659 569,418 998,930
Police Grants (286,1306) 1,940,981 1,812,606
Emergency and Disaster 183,291 758 21
Housing Loan 13,983,548 13,983,548
Local Housing Assistance (S.H.L.P.) 10,170,774 545,629 230,191
Hurricane Housing Relief 128,386 128,386
Capital Projects:
General Obligation Bond Projects 7,325,621 6,376 3,502,921
General Capital Projects 9,720,651 2,326,419 7,344,133

Source: City CAFRs

We are unaware of any exemption from the budgeting requirements of Section 166.241(2), Florida Statutes, for

revenues and expenditures accounted for in special revenue and capital projects funds.

Recommendation: The City should ensure that future annual budgets include all balances brought
forward from prior fiscal years and that budgets are adopted for all funds as required by law.

Follow-up to Management’s Response

In its response, the City indicated that the 2010-11 fiscal year amount included for the General Fund in Table
4 is incorrect and indicated the amount should be $9,162,755. However, the amount we used in Table 4
Includes encumbrances and, since all balances are required to be brought forward, the amount in Table 4 is
correct. The City also indicated that because many of the amounts included in Table 4 do not represent new
revenue sources to the City, are restricted for future capital projects or insurance claims, or are not available
as a funding source, and that our finding characterizing the budget as a diminished financial management
tool is inaccurate. However, the point of our finding is that Florida law requires the City to include balances
brought forward from prior fiscal years, and Including all such amounts provides full disclosure and

transparency to the taxpayers concerning all City resources.

Other Administrative Matters

Finding No. 7: Bank Account Reconciliations

An essential element of control over assets entrusted to a governmental organization is the periodic compatison of

such assets actually determined to be on hand with the recorded accountability for the assets. Because of the
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susceptibility of cash to loss, this is particularly important for cash on deposit with banking institutions.
Accountability for such deposits is accomplished by the preparation, review, and approval of bank account
reconciliations as soon as possible after the receipt of monthly bank statements. In the event of a loss of cash, failure

to reconcile bank accounts to the accounting records could result in a failure to detect and recover the loss.

The City has two master bank accounts that control cash disbursements for checks clearing in the City’s nine
operating accounts. Our tests of five monthly bank account reconciliations from one master account and three from
the other for the period October 2010 through January 2012 disclosed that the reconciliations were prepared from 84
to 142 days after the bank statement date, and 42 to 100 days after the six-week guideline provided in the City’s
policies and procedures. Effective internal control policies and procedures require that bank account reconciliations
be promptly prepared on a routine basis and reviewed by supervisory personnel. Such procedures provide reasonable
assurance that cash assets agree with recorded accountability and facilitate the prompt detection and correction of
unrecorded or improperly recorded transactions. A similar finding was reported as a significant deficiency in the
independent auditor’s reports on internal control and compliance for the fiscal years ended September 30, 2009, 2010,
and 2011.

The lack of timely bank account reconciliations increases the risk that errors or fraud could occur without being

promptly detected.

Recommendation: The City should ensure that its established policies and procedures are followed
regarding the timely preparation of bank account reconciliations.

Finding No. 8: Vehicle Maintenance and Fuel Usage

As of September 30, 2011, the City owned numerous police cars, passenger cars, light, medium, and heavy duty
trucks, emergency trucks, fire trucks, dump trucks, and garbage trucks. Most City vehicles, except for fire and
sanitation vehicles, are accounted for in the City’s Central Services Fund. For the 2010-11 fiscal year, the City
reported expenditures in its Central Services Fund for fuel and automotive supplies of $1,721,947 and $449,963,
respectively. Implementing a vehicle maintenance program, which includes preparing vehicle maintenance logs that
identify vehicle miles, fuel usage, preventative maintenance services and repairs, and dates of such services, provides
vehicle cost information regarding the operating efficiency of the vehicle. Preventative maintenance is necessary to

help minimize vehicle repair or replacement costs.

The City maintained a fuel management system for monitoring fuel usage and a fleet management system for
monitoring preventative maintenance services and repairs for the police and general fleet vehicles. A separate system
was utilized by the City for fire and sanitation vehicles and was not included in our review. Employees were required
to record the odometer mileage in the fuel management system when refueling, and the fuel management system was
designed to update the odometer mileage in the fleet management system on a daily basis. Our review of the City’s

procedures and records over fuel and fleet management disclosed the following:

» The City did not utilize the fuel management system for monitoring miles per gallon by vehicle. According to
City personnel, the correct mileage was not always recorded in the fuel management system when City-owned
vehicles were refueled.

> Because the fuel management system updated the mileage in the fleet management system each day, and the
mileage in the fuel management system was not considered reliable, the fleet management system was limited
for mileage-based preventative maintenance monitoring purposes. The fleet management system was designed
to generate numerous reports to reflect the labor hours and cost, cost of parts, and history of repair work, etc.;
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however, some of the reports were of limited use for monitoring purposes because of the inaccurate odometer

readings and because the system only maintained five years of detailed historical repair information.
Because the fuel management and fleet management system reports were not reliable regarding mileage, City
personnel utilized a manual scheduling system for routine vehicle maintenance for all City owned vehicles, with police
pursuit vehicles scheduled for routine maintenance every three months and all other vehicles every six months.
However, absent routine monitoring and investigation of significant fluctuations in miles per gallon by vehicle, there is
an increased risk that unauthorized use of fuel would not be timely detected. In response to our inquiry, City
personnel indicated the City is in the process of obtaining a new automated fuel and fleet management software

system that will more accurately collect and report odometer readings and improve monitoring capabilities.

Recommendation: The City should continue its efforts to obtain a new automated fuel and fleet
management software system and ensure that the new system accurately collects vehicle odometer readings.
Once implemented, the City should develop procedures for monitoring vehicle maintenance, repair, and fuel
usage records to ensure the economic and efficient use of City resources.

Public Records

Finding No. 9: City Commission Minutes

Section 286.011(2), Florida Statutes, requires that the minutes of City Commission (Commission) meetings be
promptly recorded and open to public inspection. As a good business practice, to ensure that minutes accurately
reflect all action and proceedings of the Commission, the minutes of each meeting should be reviewed, corrected if

necessary, and approved at a subsequent Commission meeting.

The Government-in-the-Sunshine Manual (2011) prepared by the Office of the Attorney General indicates, in Part I,
Section C.1., that the Sunshine Law extends to any gathering, whether formal or casual, of two or more members of
the same board or commission to discuss some matter on which foreseeable action may be taken by the public board
or commission. In addition, the Government-in-the-Sunshine Mannal (2011), in Part I, Section D, indicates that the
Sunshine Law specifically applies to informal discussions and workshops and refers to the Florida Supreme Court’s

statement that “collective inquiry and discussion stages” are embraced within the terms of the statute.

Meeting agendas and results indicating whether agenda items passed were recorded and posted to the City’s Web site
by the City Clerk; however, the City did not have a policy or procedure providing guidelines for timely recording,
reviewing, and approving meeting minutes by the Commission. During the period October 2010 through January
2012, the Commission held 48 meetings, generally comprised of two regular meetings per month and occasional
special meetings and workshops. Our review disclosed that, for meetings held from October 2010 through February
2011, minutes were approved, on average, about 90 days after the meetings were held; however, for meetings held
from March 2011 through January 2012, minutes were approved, on average, more than 200 days after the meetings
were held. In addition, as of September 20, 2012, minutes had not been presented to the Commission for review and
approval for meetings held after January 18, 2012, or for 4 workshop meetings and a financial retreat held during the

2011 calendar year.

In response to our inquiry, the City Clerk indicated that the City was unaware workshop meetings and retreats
required approved minutes, and that the delays were due to inadequate staffing in the City Clerk’s office. While the
law does not require that minutes for workshop meetings and retreats be reviewed and approved, such review and

approval helps ensure the accuracy of the minutes in the City’s public records.
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Recommendation: The City should develop guidelines for the timely recording, review, and approval of
City Commission minutes, and enhance its procedures to ensure that minutes are timely recorded,
approved, and available for public inspection.

HoLLYWOOD COMMUNITY REDEVELOPMENT AGENCY

Chapter 163, Part II1, Florida Statutes, also known as the “Community Redevelopment Act of 1969 (Act), authorizes

the creation of a redevelopment agency for the purpose of redeveloping slums and blighted areas that are injurious to
the public health, safety, morals, or welfare of the residents of the State. The Act further provides for additional
requirements, including, but not limited to, the manner in which such an agency may be established, the powers of the
agency, and the funding of the agency. It requires the establishment of a redevelopment trust fund and restricts the

use of those funds to redevelopment activities.

Pursuant to the Act, the City requested that the Broward County Board of County Commissioners (County) delegate
to the City the right and authority to exercise the power to cteate a community redevelopment agency. Upon County
approval, the City Commission adopted Resolution R-79-406, creating the Hollywood Community Redevelopment
Agency (CRA), and provided for the City Commission to be the CRA’s governing body.

The Act requires the establishment of a CRA plan and requires approval of the plan by the CRA’s governing body.
Funding for the CRA is accomplished through tax increment revenues provided by each taxing authority, and

expenditures of the CRA must be made in accordance with the approved CRA plan.

The CRA has designated two areas within its boundaries, the Downtown District and the Beach District. Two
separate CRA plans were prepared as follows: (1) the Downtown District’s Community Redevelopment Plan for the
Central City Area (last amended June 7, 1995) and (2) the Beach District’s Hollywood Beach Community
Redevelopment Plan (approved June 25, 1997; no amendments). In addition, subsequent to the approval of the CRA
plans, separate trust funds were established to account for the revenues and expenditures of the respective CRA
districts. City ordinances and bond covenants require that the tax increment funding generated in each district be
deposited to the respective trust fund and used to pay expenditures for the projects and activities identified in that
district’s CRA Plan.

Section 163.356(3)(c), Florida Statutes, authorizes a CRA to employ an executive director, technical experts, and other
such agents and employees, permanent and temporary, as it requires. The CRA directly employs an executive
director, deputy director, code enforcement officers, maintenance supervisors and technicians, and about 13 other

employees.

Budget Preparation

Finding No. 10: Budget Preparation

The CRA is a special district as defined in Section 189.403, Florida Statutes. Section 189.418(3), Florida Statutes,
requires that the governing body of each special district adopt a budget by resolution each fiscal year and states that
the total amount available from taxation and other sources, including balances brought forward from prior fiscal
years, must equal the total of appropriations for expenditures and reserves. Our review of the CRA’s approved
budget resolutions disclosed that, contrary to law, in preparing its 2010-11 and 2011-12 fiscal year budgets, the
balances brought forward from prior fiscal years were not included in determining the amounts available for
appropriations. For the 2010-11 fiscal year, the CRA did not include $36,478,475 and $2,341,197 available from the

19



FEBRUARY 2013 REPORT NoO. 2013-093

2009-10 fiscal year for the Beach Community Redevelopment Fund (Beach District Trust Fund) and Downtown
Community Redevelopment Fund (Downtown District Trust Fund), respectively. For the 2011-12 fiscal year, the
CRA did not include the $34,242,905 available from the 2010-11 fiscal year for the Beach District Trust Fund.

Failure to include balances available from prior fiscal years in the CRA trust funds budgets limits the transparency in
total resources available to the CRA trust funds, as well as the planned uses of those funds. Additionally, as further
discussed in finding No. 13, the failure to appropriate balances remaining in the CRA trust funds at the end of a fiscal

year may be contrary to law, if those funds are not otherwise used as indicated in Section 163.387(7), Florida Statutes.

Recommendation: The CRA should ensure that balances brought forward from prior fiscal years are
included in the adopted budgets for the CRA trust funds.

Follow-up to Management’s Response

In its response the CRA indicated that our finding “misconstrues the total fund balance number which
makes it seems as though the CRA has more money ‘available’ than is actually represented as audited by
Independent auditors.” The CRA also noted that it “has intetpreted balances brought forward to mean
those funds that are unreserved. Notwithstanding the fact that the separate audits of the CRA districts
Indicated that significant amounts were reported as unrestricted or unreserved, the point of our finding is
that, pursuant to Section 189.418, Florida Statutes, all balances are required to be brought forward from prior

fiscal years, including amounts that are reserved or restricted.

The CRA further noted that the budget must be adopted prior to the end of the fiscal year and finalization of
ending fund balances. While we agree that balances brought forward from prior fiscal years must be
estimated for budget adoption, these amounts should be revised through a budget amendment once final

amounts are known.

Use of CRA Funds

Finding No. 11: CRA Plans and CRA Expenditures

Section 163.387(1)(a), Florida Statutes, requires that funds allocated to, and deposited in, the CRA trust fund be used
to finance or refinance community redevelopment pursuant to an approved CRA plan. “Redevelopment” is defined
in Section 163.340(9), Florida Statutes, as undertakings, activities, or projects in a community redevelopment area for
the elimination and prevention of the development or spread of slums and blight; the reduction or prevention of
crime; for the provision of affordable housing; or the rehabilitation and revitalization of coastal resort and tourist
areas that are deteriorating and economically distressed. Section 163.387(6), Florida Statutes, provides that moneys in
the CRA trust fund may be expended for undertakings of the CRA as described in the CRA plan, including, but not
limited to:

» Administrative and overhead expenses necessary or incidental to the implementation of the CRA Plan.
» Expenses of redevelopment planning, sutveys, and financial analysis.

» Acquisition costs of real property in the redevelopment area.
>

Clearance and preparation costs of the redevelopment area for redevelopment and relocation of site
occupants.

Y

Repayment of principal and interest or any redemption premium for any form of indebtedness.
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>

>
>

Expenses incidental to, or connected with, the issuance, sale, redemption, retirement, or purchase of any form
of indebtedness, including funding accounts provided for in related ordinances or resolutions authorizing the
indebtedness.

Costs for the development of affordable housing within the community redevelopment area.

Costs for the development of community policing innovations.

Section 163.370(3)(a) through (c), Florida Statutes, set forth the prohibited uses of CRA funds, which include general

government operating expenses unrelated to the planning and carrying out of a CRA plan.

Our review of selected CRA expenditures for the 2010-11 fiscal year, totaling $5,123,346, disclosed the following:

>

Community Policing. As noted above, certain expenditures, including community policing innovations, are
authorized if they are described in the CRA plan. Section 163.340(23), Florida Statutes, defines “community
policing innovation” as a policing technique or strategy designed to reduce crime by reducing opportunities
for, and increasing the perceived risks of engaging in, criminal activity through visible presence of police in the
community, including, but not limited to, community mobilization, neighborhood block watch, citizen patrol,
citizen contact patrol, foot patrol, neighborhood storefront police stations, field interrogation, or intensified
motorized patrol. Although neither of the CRA district plans contained community policing innovations, we
noted that the CRA paid $1.5 million to the City’s General Fund for a community policing program. The
Beach District Trust Fund paid $1,289,000 for one police sergeant and eight police officers and the
Downtown District Trust Fund paid $211,000 for one police sergeant and three police officers. In response to
our inquiry regarding the justification for these expenditures in the CRA plans, the CRA Deputy Director
indicated the costs were for an enhanced level of police services over the normal baseline and generally
referred to the slum and blight findings necessary for creating a CRA, and identified several areas in the CRA
plan’s objectives and functions that mentioned public safety, security, policing, or safe and sanitary conditions.
However, no specific community policing innovation techniques or strategies were included in the CRA plans
and, therefore, community policing expenditures would not be authorized pursuant to Section 163.387(06),
Florida Statutes.

Hollywood Station Incentive. The Downtown District Trust Fund paid $300,000 to a developer, which was
the second of eight such payments totaling $2.8 million, as an incentive for constructing 600 residential
housing units and commercial space in the Downtown District. Although there was an agreement between
the CRA, City, and developer for the project and incentives, the project was not specifically identified in the
Downtown District CRA Plan. In response to our inquiry, the CRA Deputy Director indicated that new
development and redevelopment of blighted sites is at the core of what CRAs are encouraged to do. The
Downtown District CRA Plan provided specific projects in a central target area, which consisted of six
designated areas in the central portion of the Downtown District boundaries. However, since this project was
located outside the target area and was not included in the Downtown District CRA Plan, these expenditures
were not authorized pursuant to Section 163.387(6), Florida Statutes.

Capital Improvement Plan Operating Support. The Beach District Trust Fund paid $2 million to the
City’s Central Services Fund which, according to the City’s budget narrative, was to pay the costs of City
Design and Construction Management Department personnel in support of both the Beach and Downtown
CRA districts. Although redevelopment planning, surveys, and financial analysis would be authorized CRA
expenditures for projects included in the Beach District’s CRA Plan, it would not be appropriate for the Beach
District Trust Fund to pay for expenditures related to CRA projects of the Downtown District.

Enhanced Maintenance Program. The Downtown District Trust Fund paid $187,885 to the City’s General
Fund to reimburse the City for costs of an enhanced maintenance program. The CRA’s 2011 Annual Report
indicates that the CRA funded a portion of the salaries and benefits of a three-member City public works crew
that was focused city-wide. As a result, these expenditures appear to be general operating expenditures and
prohibited pursuant to Section 163.370(3)(c), Florida Statutes.

Hollywood Office of Tourism. The Beach District Trust Fund utilized funds, totaling $759,362, for
activities and programs of the Hollywood Office of Tourism (HOT). HOT is the official tourism marketing
office for the City of Hollywood and the Beach District funds the office. Expenditures for HOT programs
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and activities included: $495,383 for advertising; $126,757 for a cruise line marketing program; $53,876 for
travel related to training and promotional activities; and $83,346 for other miscellaneous HOT supply,
printing, and postage charges. In response to our inquiry regarding the justification for the advertising and
cruise line marketing program expenditures, the CRA Deputy Director indicated the CRA works to protect
and grow Hollywood’s share of destination travel through integrated sales, marketing and advertising programs
that drive visitation to and within Hollywood, and the Beach District CRA Plan outlines redevelopment
objectives that speak directly to tourism, including enhancing Hollywood Beach as a tropical destination and
re-establishing tourism as a vital industry. However, the Beach District CRA Plan did not specifically provide
funding for an office of tourism, advertising, or a cruise line marketing program. Further, while expending
moneys to fund events to promote completed CRA projects would appear to be authorized in the Act,
expenditures for general promotion of City tourism, not just the CRA area, would not be authorized.

» Chamber of Commerce Agreement. The Beach District Trust Fund paid $42,800 to the Greater
Hollywood Chamber of Commerce (Chamber) pursuant to an agreement for the Chamber to promote
tourism, business, and economic development in the City of Hollywood and its CRA districts. The scope of
services provided with the agreement generally indicated the Chamber would continue to do its normal
activities to promote business, tourism, and economic development in the City by informing and educating the
business community, continuing to coordinate quarterly and other periodic seminars, creating a business guide
for navigating City departments, and preparing its annual printed and online directories. The Attorney
General, in Attorney General Opinion No. 2010-40, indicated that “Promoting the use of a redeveloped area
would appear to fall within the purposes of the community redevelopment act. Use of community
redevelopment funds to pay entities promoting tourism or providing socially beneficial programs, however,
does not have an apparent nexus to catrying out the purposes of the community redevelopment act.” Because
these expenditures were to promote general tourism, business, and economic development in the City of
Hollywood, these expenditures would not be authorized.

Section 163.362, Florida Statutes, provides requirements for the contents of CRA plans. As previously noted, the
Downtown District’s CRA Plan was last amended June 7, 1995, and the Beach District’s CRA Plan was approved
June 25, 1997, and has not been amended. The capital improvement projects listed in the Downtown and Beach
Districts” CRA Plans were to be started from 1986 through 1997, and 1997 through 2003, respectively, and included
dollar estimates that have likely become outdated. Further, several of the projects listed in the CRA Plans have been
completed and, as noted above, the CRA expended trust fund moneys on projects that were not specifically included
in its CRA plans. The Florida Redevelopment Association, a not-for-profit organization dedicated to assisting in
community revitalization efforts, recommends that CRA plans be updated about every five years. More frequent
updating of CRA plans allows for resetting goals and objectives and establishing the specific projects and activities to
be undertaken toward meeting such goals and activities, thus providing more current guidelines establishing the

authorized expenditures under the CRA plans.

Recommendation: The CRA should adopt procedures to ensure that CRA trust fund expenditures are
authorized pursuant to Chapter 163, Part III, Florida Statutes, and only made pursuant to its CRA plans. In
addition, the CRA should revise its CRA plans to include current projects in sufficient detail to demonstrate
that expenditures of CRA funds are in accordance with Section 163.387(6), Florida Statutes. The CRA plans
should include information in sufficient detail so that taxing authorities required to contribute to the CRA,
and the general public, will be properly informed as to the CRA’s intentions and how the CRA will
accomplish its redevelopment objectives. The CRA should also request reimbursement from the City for the
$1,500,000 in CRA funds expended on community policing activities and the $187,885 in CRA funds
expended on the enhanced maintenance program. Additionally, the CRA should determine the portion of
the capital improvement plan operating support paid by the Beach District Trust Fund that was applicable
to the Downtown District and transfer the appropriate amount from the Downtown District Trust Fund to
the Beach District Trust Fund.
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Follow-up to Management’s Response

In its response, the CRA stated that it refutes our finding that CRA expenditures were not in accordance
with law or the approved CRA plans and does not believe the law requires all expenditures to be specifically
referenced verbatim in the plan. However, Section 163.387(6), Florida Statutes, provides that CRA
expenditures are only allowable if included in the CRA plan. Accordingly, one should be able to make a
reasonable connection between expenditures and the plan. For example, the CRA plan included an
objective to “enhance Hollywood Beach as a tropical destination and reestablish tourism as a vital industry
in Hollywood Beach;” however, funding the City’s office of tourism, particularly when the promotion
Includes events outside the CRA district, would not appear allowable or consistent with the CRA plan.

Finding No. 12: CRA Salary and Other Expenditure Allocations

Salaries and benefit costs totaling $1.8 million for the 2010-11 fiscal year for 18 full-time and 21 part-time CRA
employees, including the CRA Executive Director, Deputy Director, code enforcement officers, maintenance
supervisors, and technicians, were paid by both CRA trust funds. Ideally, time records should be maintained to
document the actual time and effort spent by employees on each CRA district’s activities. Absent records to
document the actual time and effort spent, a systematic and rational approach should be employed to allocate salary
and benefit costs of employees that work with both districts. Salary and benefit costs for employees that worked
entirely in one CRA district were charged to that district and salary and benefit costs for employees that worked for
both districts were charged 80 percent to the Beach District and 20 percent to the Downtown District. These
percentages were based upon the relative amount of revenues each District generates. However, because the relative
percentages of total revenues may bear no relation to the actual time and effort spent for each district, this allocation
method is not a systematic and rational approach. Thus, the CRA did not document that salaries and benefit costs

were reasonably allocated between the separate CRA trust funds.

For the 2010-11 fiscal year, the Beach and Downtown Districts also paid amounts, totaling $4,030,092 and $478,663,
respectively, to the City to reimburse it for the costs of various administrative services provided to the CRA, such as
City Manager, City Clerk, legal, budget, finance, treasury, etc., and for services provided by the police and design and
construction management departments. The amounts paid were agreed-upon by the City and CRA and were not
supported by time records documenting actual time and effort spent by City employees on CRA activities, or allocated

to the CRA using a systematic and rational approach.

Recommendation: Procedures should be implemented to ensure that expenditures for CRA activities are
supported by documentation evidencing proper cost allocations for City or CRA employees providing direct
time to CRA projects or activities, such as time records or activity logs, or a systematic and reasonable
approach used to allocate time spent on CRA projects or activities.

Follow-up to Management’s Response

In its response, the CRA indicated that the method of allocating costs between the Beach and Downtown
Districts based on relative revenues Is just as efficient and balanced as using time records. Based on the
revenues reported by each district for the 2010-11 fiscal year, 99 percent of the revenues for each district were
comprised of tax increment funding. Although it is logical that the Beach District would generate more tax
revenues than the Downtown District, it is not apparent how this relates in any way to the time and effort
spent by City or CRA employees on each CRA district’s activities. The CRA also indicated that it disagrees

that a time record method should be utilized and that many of the administrative services provided by the
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City would be difficult to track using time records. While the CRA’s method of allocating costs to each
district may be an easy method, we do not believe it to be a rational allocation method. While we believe
that a method using time records is the best approach, we recognize that there are other systematic and
rational approaches that could be used to allocate these costs. For example, the cost of the City’s
purchasing function could be allocated among City departments and each CRA district based on the

purchase orders issued.

Finding No. 13: Ending Balances in CRA Trust Funds

Section 163.387(7), Florida Statutes, provides that on the last day of a CRA’s fiscal year, any money remaining in the
CRA trust fund after the payment of expenses described in the CRA plan for such year must be either returned to
each taxing authority that paid the increment in the proportion that the amount of the payment of such taxing
authority bears to the total amount paid into the trust fund by all taxing authorities for that year; used to reduce the
amount of any indebtedness to which increment revenues are pledged; deposited into an escrow account for the
purpose of later reducing any indebtedness to which increment revenues are pledged; or appropriated to a specific
redevelopment project pursuant to an approved community redevelopment plan, which project will be completed

within three years from the date of such appropriation.

In response to our inquiry, dated August 8, 2012, regarding the CRA’s compliance with Section 163.387(7), Florida
Statutes, CRA personnel provided us with the CRA’s five-year capital improvement plans. The June 2011 five-year
capital improvement plan, approved by the CRA Board, included capital improvements costing approximately $50
million over the subsequent three years. Although the CRA maintained two CRA trust funds, the majority of activity
was reported in the Beach District Trust Fund. For the fiscal years ended September 30, 2010, and 2011, the Beach
District Trust Fund had accumulated net assets totaling $20,283,543 and $14,663,449, respectively, which were not
restricted by bond covenants or other obligations and, therefore, available for appropriation by the CRA Board.

As noted in finding No. 10, the CRA’s 2010-11 and 2011-12 fiscal year budgets did not include balances brought
forward from the prior fiscal year. As shown in Table 6, our analysis of the CRA’s estimated revenues and budgeted
and actual expenditures for the Beach District Trust Fund for the 2008-09, 2009-10, and 2010-11 fiscal years disclosed
that while the CRA Board amended its budgets, significantly increasing budgeted expenditures for each fiscal year,
only $6.1 million, $1.2 million, and $2.2 million, respectively, was effectively expended from bond proceeds or

balances brought forward from the prior fiscal years.
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Table 6
2008-09 Fiscal Year Budget
Original Final Actual
Revenues and Other Financing Sources $ 19,524,042 $ 19,524,042 $ 19,616,825
Expenditures and Other Financing Uses 19,524,042 44,288 972 25,723,020
Amounts used from Prior Fiscal Years
Balances Brought Forward $ 0 § (24,764,930) $ (6,106,195)
2009-10 Fiscal Year Budget
Original Final Actual
Revenues and Other Financing Sources $ 15,414,196 $ 15,267,454 $ 15,540,635
Expenditures and Other Financing Uses 6,149,311 33,046,802 16,755,756
Amounts used from Prior Fiscal Years
Balances Brought Forward $ 9,264,885 $ (17,779,348)  § (1,215,121)
2010-11 Fiscal Year Budget
Original Final Actual
Revenues and Other Financing Sources $ 17,254,545 $ 17,539,595 $ 17,703,191
Expenditures and Other Financing Uses 16,460,061 52,035,992 19,938,761
Amounts used from Prior Fiscal Years
Balances Brought Forward $ 794,484 $ (34,496,397)  § (2,235,570)

Source: City CAFRs

Thus, although the CRA’s five-year capital improvement plans indicated scheduled projects, and the CRA Board
“appropriated” amounts that would have required the use of accumulated prior year resources in the Beach Fund, the
CRA did not have procedures to monitor the accumulated prior year resources on a project-by-project basis in its
budget and expended very little from those resources over the 2008-09, 2009-10, and 2010-11 fiscal years.
Consequently, CRA records did not demonstrate compliance with Section 163.387(7), Florida Statutes, regarding the

disposition of unexpended trust fund moneys.

On September 5, 2012, the CRA Board and City Commission approved using $23 million from the Beach District

Trust Fund for a loan to a developer for a resort hotel, effectively changing the approved capital improvement plan.

Recommendation: The CRA should ensure that capital improvement plans and amounts appropriated
are based on realistic goals and time frames. The CRA should also take steps to ensure that its records
document compliance with Section 163.387(7), Florida Statutes, including returning funds to the taxing
authorities if such funds are not otherwise used in accordance with law.

OBJECTIVES, SCOPE, AND METHODOLOGY

The Auditor General conducts operational audits of governmental entities to provide the Legislature, Florida’s
citizens, public entity management, and other stakeholders unbiased, timely, and relevant information for use in
promoting government accountability and stewardship and improving government operations. The Legislative

Auditing Committee directed us to conduct this audit to address financial-related issues and concerns facing the City,
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including policies and procedures that the City has established in response to the findings included in the report issued
on the City’s revenue forecasting practices or the recommendations of the firm hired to provide consulting services

related to the City’s budget development process and financial management.

We conducted this operational audit from February 2012 to September 2012 in accordance with applicable generally
accepted government auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our findings and conclusions based

on our audit objectives.
The objectives of this operational audit were to:

» Evaluate management’s performance in establishing and maintaining internal controls, including controls
designed to prevent and detect fraud, waste, and abuse, and in administering assigned responsibilities in
accordance with applicable laws, rules, regulations, contracts, grant agreements, and other guidelines.

» Examine internal controls designed and placed in operation to promote and encourage the achievement of
management’s control objectives in the categories of compliance, economic and efficient operations, reliability
of records and reports, and the safeguarding of assets.

This audit was designed to identify, for those programs, activities, or functions included within the scope of the audit,
deficiencies in management’s internal controls, instances of noncompliance with applicable laws, rules, regulations,
contracts, grant agreements, and other guidelines, and instances of inefficient or ineffective operational policies,
procedures, or practices. The focus of this audit was to identify problems so that they may be corrected in such a way
as to improve government accountability and efficiency and the stewardship of management. Professional judgment
has been used in determining significance and audit risk and in selecting the particular transactions, legal compliance

matters, records, and controls considered.

For those programs, activities, and functions included within the scope of our audit, our audit work included, but was
not limited to, communicating to management and those charged with governance the scope, objectives, timing,
overall methodology, and reporting of our audit; obtaining an understanding of the program, activity, or function;
exercising professional judgment in considering significance and audit risk in the design and execution of the research,
interviews, tests, analyses, and other procedures included in the audit methodology; obtaining reasonable assurance of
the overall sufficiency and appropriateness of the evidence gathered in support of our audit’s findings and

conclusions; and reporting on the results of the audit as required by governing laws and auditing standards.

The scope and methodology of this operational audit are described in Exhibit A. Our audit included the selection and
examination of vatious records and transactions occutring from October 2010 through January 2012, and selected
actions taken subsequent thereto. Unless otherwise indicated in this report, these records and transactions were not
selected with the intent of statistically projecting the results, although we have presented for perspective, where
practicable, information concerning relevant population value or size and quantifications relative to the items selected

for examination.

An audit by its nature does not include a review of all records and actions of agency management, staff, and vendors,
and, as a consequence, cannot be relied upon to identify all instances of noncompliance, fraud, waste, abuse, or

inefficiency.
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AUTHORITY

Pursuant to the provisions of Section 11.45, Florida
Statutes, I have directed that this report be prepared to

present the results of our operational audit.

SO ) A

David W. Martin, CPA
Auditor General
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Management’s response is included as Exhibit B. The
response, including attachments provided with the
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EXHIBIT A

AUDIT SCOPE AND

METHODOLOGY

Scope (Topic)

Methodology

Organizational Issues

Reviewed organizational structure of the City and CRA and
assessed the functional responsibilities within  the
organizational structure to determine whether they were
adequately separated to provide effective internal controls.
Examined and reviewed documentation such as organization
charts and minutes of the City’s Commission and CRA Board
meetings.

Written Policies and Procedures

Determined whether the City and CRA had written policies
and procedures in place for major functions. Determined
whether the City maintained public records in accordance
with Chapter 119, Florida Statutes.

Financial Urgency

Reviewed Section 447.4095, Florida Statutes. Obtained and
reviewed the tesolutions passed by the City Commission on
declaring financial urgency and relevant documentation.
Determined whether negotiations between the City and its
labor unions took place as required by Chapter 447, Florida
Statutes. Evaluated the financial position of the City’s major
funds and the availability of fund balances and net assets to
address General Fund revenue shortfalls.

Budgetary Controls

Reviewed a consultant’s report issued in June 2011 regarding
the City’s revenue forecasting practices. Determined what
actions the City had taken to address the recommendations
made in that report and perform tests, as applicable. Assessed
adequacy of the City and CRA’s budgetary procedutes.

Cash Management

Reviewed the City’s procedures related to cash. Reviewed
bank reconciliations  for completeness  and
supervisory approval. Evaluated basis for classifying cash
amounts reported as “Restricted.”

account

Investments

Reviewed City policies governing investments to determine
compliance with applicable laws, ordinances, resolutions, and
other guidelines.

Tangible Personal Property

Compared City subsidiary ledgers with control accounts,
reviewed tangible personal property inventory procedures,
and reviewed procedures for disposing of surplus property.

Long-Term Debt

Reviewed City and CRA policies and procedures for issuing
debt to determine compliance with applicable provisions of
law. Determined whether the City and CRA complied with
applicable debt covenants.

Revenue and Cash Receipts

Reviewed City policies and procedures for assessing and
collecting permit fees, taxes, and other revenue sources to
determine compliance with applicable provisions of law.
Also, tested the accuracy of amounts collected and the
timeliness of cash receipts deposited in the bank.

Payroll and Personnel

Tested City payroll disbursements and performed tests to
determine whether expenditures were made in accordance
with applicable laws, rules, policies and procedures, and other
guidelines.
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EXHIBIT A (CONTINUED)

AUDIT SCOPE AND

METHODOLOGY

Procurement of Goods and Services

Tested City and CRA disbursements and performed tests to
determine whether expenditures were in accordance with
applicable laws, ordinances, resolutions, and other guidelines.
Tested transactions to determine whether City purchasing
cards were administered in accordance with ordinances,
resolutions, and other guidelines. Tested City travel expenses
to determine if employee reimbursements were paid in
accordance with ordinances, resolutions, and Section 112.061,
Florida Statutes.

Contracts Tested City and CRA contractual services payments to
determine whether expenditures were in accordance with
applicable laws, ordinances, contracts, and other guidelines.

Insurance Reviewed the administration of the City’s self-insurance

program and methods used for acquiring excess commercial
coverage to determine compliance with applicable laws,
ordinances, and other guidelines.

Communication Expenditures

Reviewed City policies and procedures related to
communication expenditures and performed tests to
determine compliance with applicable laws, ordinances, and
other guidelines.

Motor Vehicle Assignment and Use

Determined whether the City maintained adequate vehicle
utilization, maintenance, and repair records for all vehicles
except fire and sanitation vehicles, and whether City
ordinances, resolutions, and other guidelines wete followed.

Restricted Resoutrces

Determined whether proceeds from restricted City and CRA
revenue sources were properly accounted for.  Tested
expenditures of City and CRA grant proceeds and evaluated
disposition of unexpended balances.

Community Redevelopment Agency

Determined compliance of CRA plans, expenditures, and
unexpended balances with Part III, Chapter 163, Florida
Statutes.
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EXHIBIT B
MANAGEMENT’S RESPONSE

FINANCIAL URGENCY DECLARATION
Finding No. 1
Financial Urgency Determination

Notes:

e The City Commission approved two midyear budget resolutions (R-2011-062 and R-2011-111,
attached as Exhibits 1-A and 1-B) to reduce various operating expenditures (non-personnel) and
increase reserves in the amounts of $481,851 and $2,105,201 respectively.

e Table 1 revised by City to reduce figures to reflect OPEB liabilities. Amounts “available” revised to
$2.99 million (from $10.61 million) for FY 2010 and to $9.97 million (from $20.50 million) for FY
2011 (revised table attached as Exhibit 1-C).

City Response:

In Finding 1, the Auditor General’s Office asserts that the City Commission was improperly advised
regarding the availability of funds from the Utility Enterprise Fund (“Fund 42”) as a potential source to
close the budget gap that led to the assertion by the City of Financial Urgency under Florida Statutes Sec.
447.4095, first in September of 2010 and again on May 18, 2011 (for the remainder of FY 2011 and
separately for FY 2012). Specifically the Auditor General’s Office determined that funds reflected in the
“Unrestricted (Deficit)” line (plus a portion of the amount allocated to RR&I capital projects) of the
Comprehensive Annual Financial Report (“CAFR”) were potentially available for Fund 42 to “grant” (as
opposed to “loan”) to the City’s General Fund (“GEF”).

BRIEF ANSWER:

I The City continues to assert that the Rule of Statutory Construction known as “Ejusdem generis’
mandates that the phrase in bond covenant Sec 513 allowing that moneys held for the credit of
the General Reserve Account may be applied “(f) for any other lawful purpose of the City,
including loans to the general fund of the City” is limited by the preceding five enumerated
allowed uses to “lawful purposes” of the same general nature as the preceding five and not
grants to the general fund.

11) Even assuming that Fund 42 was free to grant funds to the general fund, it could only have done
so from unrestricted “cash on hand.” For the following reasons, the moneys reflected in the
“Unrestricted (Deficit)” line of the CAFR were not all unrestricted cash on hand and thus not an
accurate measure of what might have been available for transfer to the general fund:

a. The Fund 42 Other Postemployment Benefits Obligation (“OPEB”) must also be funded
out of cash on hand and reduces the amount potentially available for transfer to the general
tund by $7,617,000 on September 30, 2010 and $10,528,000 on September 30, 2011.

b. The “Bond Feasibility Study” included in the 2010 bond offering materials represented that
Fund 42 would maintain no less than a 90 day operating reserve. Had Fund 42 transferred
any money to the general fund (beyond the approximately $7,000,000 already being
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transferred for general administrative expenses and payments in lieu of taxes), it would not
come close to the 90 day minimum.

On November 28, 2011, the Fitch Ratings Service (“Fitch”) upgraded the rating of the City’s
Water and Sewer Revenue Bonds from A+ to AA- citing as a “key rating driver” the financial
performance of Fund 42 and, in particular, the Fund’s total available resources. If the City had
transferred in excess of $10,000,000 to the general fund (as suggested in Finding 1) to stave off
the declaration of financial urgency in April of 2011 (or $20,000,000 in September of 2011),
those “total available resources” would have been reduced by 1/3 to 2/3 and the bonds would
certainly have lost the rating upgrade.

EXPLANATION:

D

The

I am including, as Exhibit 1-D, the full text of Section 513 of the Bond Ordinance, O-91-44.
Subsection (f), relied on by the Auditor General in reaching the conclusion that the funds
reflected in the “Unrestricted (Deficit)” line of the “NET ASSETS” section of the CAFR (both
FY 2010 and FY 2011 CAFR pages for Fund 42 are also attached as Exhibits 1-E and 1-F) were
available for a non-repayable transfer to the general fund, is preceded by subsections (a) — (e),
which describe other allowable uses for funds within this General Reserve Account. There is a
rule of statutory construction known as “¢usdem generis”” 'This rule states that where the
enumeration of specific things is followed by a more general word or phrase, the general phrase
is construed to refer to a thing of the same nature as the preceding specific things (see 48A Fla.
Jur 2d Statutes Sec.126, attached as Exhibit 1-G).

common thread among subsections (a) — () of Section 513 is that each describes a use of funds
that benefits, or is at least intended to benefit, the City’s water and sewer utility directly. Of
course, a non-repayable transfer to the general fund does not benefit the City’s water and sewer
utility in any direct way. One could perhaps argue that the City’s water and sewer utility benefits
when the City as a whole is in a strong financial position, but such benefit cannot under any
circumstances be characterized as a direct benefit to the utility. To the extent that a reader of
subsection (f) may read “for any lawful purpose of the City” to supersede the rule of eusden
generis, the remainder of subsection (f) should serve to remind the reader that the allowable uses
of the General Reserve Account are limited to uses that directly benefit the water and sewer
utility.

In the case of Florida Department of Revenue v. James B. Pirtle Construction Company, Inc., 690

So.2d 709, (Fla. 4" DCA 1997), the court used “4usden generis” to interpret a Florida Statute that
read “[a]ll notes, bonds, and other obligations issued by the State of Florida ... and other taxing
districts....” Pirtle had construction contracts with a taxing district and argued that its accounts
receivable generated by such contracts were other obligations issued by the taxing district. The
court disagreed, reasoning that accounts receivable arising from a government contract are not
of the same nature as notes and bonds. When the government issues notes and bonds, its
commitment is absolute. On the other hand, when the government executes a construction
contract, disputes concerning the contractor’s performance can vitiate the government’s
payment obligation.

In Brown v. Saint City Church of God of the Apostolic Faith, Inc., 717 So.2d 557 (Fla. 3d DCA

1998), a local ordinance prohibited the deposit of waste “or other material of any kind.” Brown
argued that the church violated the ordinance when it deposited loose gravel on public swale
area for parking purposes. However, the court, relying on ¢usdem generis, held that the ordinance
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prohibited the depositing of waste or waste-like materials, not loose gravel deposited for parking
purposes. This case is particularly significant, because the ordinance includes the word “any,”
just as Section 513(f) does, and because it applies ¢usden generis to a local ordinance.

There is an additional rule of statutory construction that holds that a statute shall not be interpreted

in a manner that renders any of its provisions useless. If Section 513(f) were to be interpreted as
the Auditor General suggests (i.e. allowing funds in the General Reserve account to be used for
“any other lawful purpose of the City” without limitation), the previous five enumerated uses
would be completely unnecessary, as they would be subsumed within the general statement.
Finally, if subsection (f) meant that Fund 42 could simply give money in the General Reserve
account to the general fund, why would it be necessary to say that it could also loan such money
to the general fund?

In Heart of Adoptions, Inc. v. J.LA., 963 So.2d 189 (Fla. 2007), the Supreme Court of Florida fully

expressed this rule in the following paragraph:

The word “may” contained in section 63.062(3)(a) cannot be construed in isolation if
to do so would render other sections of the chapter meaningless. We are required to
give effect to “every word, phrase, sentence, and part of the statute, if possible, and
words in a statute should not be construed as mere surplusage.” ... Moreover, “a
basic rule of statutory construction provides that the Legislature does not intend to
enact useless provisions, and courts should avoid readings that would render part of a
statute meaningless.” .... “[R]elated statutory provisions must be read together to
achieve a consistent whole, and .... ‘[w]here possible, courts must give full effect to all
statutory provisions and construe related statutory provisions in harmony with one
another.””

For the foregoing reasons, the interpretation of Section 513(f) of O-91-44 suggested by the

Auditor General is not supported by the accepted rules of statutory construction applied
in Florida law.

In order for the Auditor General’s Finding 1 to be meaningful, Fund 42 would have to actually
be able to transfer money to the general fund. Money that is merely reflected as a “book asset,”
but has no actual cash to back it up, would be of no assistance in balancing the general fund
budget. For the following reasons, the values reflected in the “Unrestricted (Deficit)” line of the
“NET ASSETS” section of the 2010 and 2011 CAFRs is ecither not in the form of funds
available for transfer or is otherwise accounted for despite the “Unrestricted” heading.

a.  While the City has not yet created an OPEB Trust Fund (“OPEB Fund”), the requirement
to provide for that fund is nonetheless a current obligation and Fund 42 must accrue funds
in an available cash account to pay its liability and hold those funds until the OPEB Fund is
created. Since no restricted funds are booked against the OPEB liability, it must be covered
out of the unrestricted net assets. For the 2010 CAFR that reduces the amount available for
transfer by $7,617,000 and for 2011 by $10,528,000.

b. Since any transfer to the general fund from Fund 42 must be covered by a current cash asset,
in order to determine what might reasonably be available for transfer we must also consider
other current demands against such funds. Currently payable obligations of Fund 42 include
“Vouchers Payable” and “Accrued Wages and Leave”. As reflected in the 2010 CAFR these
total $2,817,000 and in the 2011 CAFR $3,721,000. In addition, in accordance with the
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November 2009 Rate Study, the water and sewer rates that were implemented (via
Ordinances O-2009-36 & 37 for FY 2010 — 2014), were to fund, in addition to current
operating expenses, $203 million of a 5-year priority listed capital improvement program in
keeping with the water and wastewater master plans. The excess RRI funding mentioned in
the Auditor’s report was not truly excess funding, but rather a shift in how the $203 million
CIP was funded (See Table “3” below). The second planned bond issue (planned for
September 2011) in the Rate Study was replaced with lower cost State Revolving Fund (SRF)
loans and Renewal, Replacement and Improvement (RRI) and Sewer Reserve Capacity
(SRC) cash funding. Table “4” below shows the projects originally scheduled with the
second bond issue and how the funding was shifted to RRI, SRF and SRC. If this change
had not been made, and we had gone forward with the $37,300,334 FY 2012 Bond Issue, it

would have added approximately $35 million in additional interest costs to the program.

City of Hollywood, FL Table 3
Project Funding Sources Comparison
FY 2009 to FY 2013

Funding Sources Original Budget Revised Change
SRF 33,953,444 | 49,661,198 | 15,707,754
RRI 57,217,074 | 80,555,903 | 23,338,829
SRC 9,566,900 9,060,999 (505,901)
WRC 4,619,289 3,966,169 (653,120)
Grant 561,229 414,500 (146,729)
Sewer Replacement 1,622,341 1,677,588 55,247
ARRA Stimulus 2,550,000 1,524,039 | (1,025,961)
Existing Bond 7,520,760 7,731,341 210,581
2010 Bond 48,645,937 | 48,645,937 -
2012 Bond 37,300,332 - 1(37,300,332)
Total 203,557,306 | 203,237,674 (319,632)
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City of Hollywood, FL Table 4
2nd Bond Funding Reallocation
2nd Bond Reallocated To

Project Name Proj # Budget RRI SRF SRC Difference
Energy Master Plan 1306 - 300,000.00 300,000.00
Develop collection/transmission system hydraulic model 1600 493,500.00 93,500.00 (400,000.00)
Water Conservation Phase 2 3061 138,915.00 138,915.00 -
Water Conservation Phase 3 3063 57,881.00 57,881.00 -
DIW for MS/RO concentrate disposal 4031| 15,406,657.00 14,636,364.00 (770,293.00)
Retrofit Train A 4230 1,680,000.00 1,760,700.00 80,700.00
HSP upgrades related to VFDs 4233 1,157,625.00 1,157,625.00 -
Distribution piping upgrades for short-term scenario 5104 718,819.00 718,819.00 -
Large Meter Replacement 5105 405,169.00 405,169.00 -
Water Distribution Upgrades at the North End of A1A 5106 578,813.00 1,130,063.00 551,250.00
Install US 441/State Road 7 Corridor sewer 7042 882,233.00 882,233.00 -
Install Dixie Highway Corridor Sewer 7047 327,910.00 - 327,910.00 -
Construct McKinley Street parallel interceptor 7059 394,369.00 394,369.00 -
De-grit Oxygenation Trains 7414 911,630.00 911,630.00 -
Replace PS E-02 pumps 8052 629,207.00 629,207.00 -
Replace PS E-02 and E-03 force main and ICW crossing 8524 1,792,875.00 1,792,875.00 -
Continue gravity system condition assessment and
renewal/replacement (Level 2) 8528 1,215,506.00 1,215,506.00 -
I.W. System Upgrades 9078 752,456.00 752,456.00 -
Bar screens rehabilitation and repairs 9214 855,500.00 855,500.00 -
Influent pump station repairs 9302 17,364.00 17,364.00 -
Rehabilitation of Clarifier Nos.5-8 flow distribution box 9519 2,291,230.00 2,291,230.00 -
Sludge cake pumps replacement and miscellaneous
repairs 9615|  4,329,518.00 4,329,518.00 -
Effluent pump station - Gravity disposal system
replacement and other repairs 9731 1,736,438.00 1,736,438.00 -
Switchgear, Cleaning and Recalibrating 9924 144,703.00 144,703.00 -
Mech Integrity Test 9931 382,016.00 249,271.00 (132,745.00)
Computer Control Sys (PLC) Upgr 9933 - 165,256.00 165,256.00
Maint-for WWTP and WTP - 205,832.00 205,832.00
Total 37,300,334.00 20,575,360.00 16,397,064.00 | 327,910.00 -
| Funding Alternatives | Revenue Bond | RRI-Cash | SRF - Loan SRC - Cash | Total |
30year bond with level semi-annual P& PMTS 5.5% $76,585,114.00 $ 76,585,114.00
20 year SRF Loan with level semi-annual P&l PMTS 2.25% $20,452,707.00
Total Cost of SRF Loan and Cash Funding $20,575,360.00 'S 20,452,707.00 $327,910.00 S 41,355,977.00
Savings in interest $ 35,229,137.00

111)

C.

A schedule is attached (Exhibit 1-I) that shows all the projects budgeted with RRI funds
and the amount expended and contracted as of September 30, 2011. The projects not
encumbered with contracts were awaiting design to be completed, bidding processes to be
completed or they were awaiting sufficient RRI funds to be accumulated. We have attached
a schedule (Exhibit 1-]) that shows the RRI projects with notations concerning their critical
nature in meeting our Bond Ordinance requirement to properly maintain our water and
sewer systems.

Finally, as pointed out in Auditor General Finding 3, the Government Finance Officers
Association (“GFOA”) recommends that entities such as the City’s Ultilities Enterprise
maintain a minimum reserve of 90 days of working capital. In fact, the same Bond
Feasibility Report mentioned above, under tab 3 of the 2010 Bond Book, incorporates the
90 reserve as a management goal (see page C-20 of the Official Statement relating to the
Series 2010 Bonds dated January 20, 2010, attached as Exhibit 1-K). According to the Rate
Consultant, using the numbers reflected in the 2010 CAFR Fund 42, without any transfer
out whatsoever, is only maintaining a 76 day reserve (and that includes the use of the Rate
Stabilization Fund)!

Rating Downgrades — Based on the City’s prior experience, rating agencies are likely to

downgrade the outstanding water and sewer revenue bonds of Fund 42 if transfers are made to
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the GF that do not have a repayment obligation. In much the same manner in which
bondholders are likely to litigate over such transfers, rating agencies are likely to take an
unfavorable view of transfers which reduce the revenues available for operating, capital and debt
service costs in the water and sewer utility system. The transfer of revenues out of Fund 42 has
two negative effects on the creditworthiness of the City’s outstanding water and sewer revenue
bonds: a) less revenue available to cover debt service costs and b) fewer financial resources
available to ensure the continuity of water and sewer operations. In their most recent rating
report on the City’s outstanding water and sewer revenue bonds (dated November 28, 2011),
Fitch Ratings upgraded the bonds to “AA-“ from “A+” (Exhibit 1-L). Under the heading of
“Financial Performance Drives Upgrade”, Fitch Ratings cited as a credit strength the availability
of financial resources equal to 295 days of operations. The availability of such financial
resources ensures that the City’s water and sewer utility system can continue to meet its
obligations even if the ability to bill rate payers is somehow impaired. A rating downgrade will
increase the interest cost of future water and sewer revenue bond issues — resulting in the need
for water and sewer rate increases to absorb the higher interest costs.

CONCLUSION:

If we look at the funds reflected in the 2010 CAFR (i.e. those that might have been available for transfer
from Fund 42 to the general fund on September 30, 2010, which may have assisted in balancing the general
fund budget for FY 2011 [the first time Financial Urgency was declared]), that the Auditor General suggests
were available, we find a total of $24,243,000. Deducting the amounts argued for above leaves $3,819,000.
Certainly not an insubstantial amount, but clearly nowhere near the amount of the budget gap that had to be
closed in order for the City to avoid declaring Financial Urgency. For 2011, the CAFR numbers are as
follows; $34,900,000 asserted by the Auditor General to be available, less reductions of $22,984,000, leaving
$11,916,000. Again, certainly a substantial number, but again less than one third of the amount needed to
close the City’s budget gap that year.

These calculations assume that any amount of money could have been transferred from Fund 42 to the
y y
general fund without a repayment obligation. As noted in point (I) above, the City remains convinced that

no such transfer is, or could have been, permitted.

FINANCIAL CONDITION

Finding No. 2
General Fund Fund Balance

The Auditor General’s report cites ineffective financial management and budget practices, but does not
reference the change in leadership undertaken by the Commission which replaced the former City Manager
and Budget Director and resulted in a restructured Department of Financial Services with direct oversight of
budgeting processes.

The City’s Fund Balance Policy, adopted in September 2011 as part of the reforms put in place following
the City’s declaration of financial urgency, does not require a formal plan to replenish fund balance reserves
until such time when the fund balance would be drawn down. The policy specifically states, “If unrestricted
fund balance reserves are drawn down below established targets, the City Manager will develop and submit to
the City Commission a plan for restoring the level of unrestricted fund balance.” The Auditor General’s
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report includes the City’s response to this issue in which the City’s Director of Financial Services states that
“there is no plan for restoring the fund balance to the targeted level as the targeted level (17 percent) of
reserves has not been reached and then drawn upon. The City’s Fund Balance Policy requires a restoration
plan only in the event that reserves are drawn upon.” The City refutes the audit review committee’s
interpretation that “the fund balance policy does not support the Director of Financial Services’ assertion.”
The plain language of the City’s Fund Balance Policy simply does not require a plan for replenishment in the
absence of a draw down on reserves.

The observations regarding the City’s fund balance under Finding No. 2 are not new to the City.
Information regarding fund balance within the City’s General Fund has been included in budget
presentations as far back as March 9, 2010. The City Commission was made aware that reserves were not
available as a source of funding as part of the FY 2011 budget cycle. The City has expressed no intention of
drawing upon reserves and over the past several fiscal years, the City Commission has taken the initiative in
restoring the fund balance in the City’s General Fund:

e During FY 2011, the City Commission approved two mid-year budget resolutions (Exhibits 1-A and
1-B respectively, R-2011-062 and R-2011-111) to reduce various operating expenditures (non-
personnel expenditures) and increase reserves in the amounts of $481,851 and $2,105,201
respectively.

e The City raised the millage rate for FY 2012 to generate $4.2 million in additional property taxes to
assist in restoring the fund balance in the City’s General Fund.

e Measures approved by the City Commission under financial urgency and more conservative
budgeting practices turned a $38.3 million budget gap for FY 2012 into a $6.7 million budget surplus
— resulting in the projected fund balance equal to 10.1 percent of expenditures (as compared to the
prior year fund balance of 2.7 percent).

During the first public hearing September 12, 2012 for the approval of the FY 2013 budget, the Financial
Services Director stated to the City Commission that the fund balance for the General Fund would be built
up over the next several fiscal years through revenue surpluses and expenditure savings (statements made
10:00 minutes into the 42:00 minute public hearing).

The City’s adopted Fund Balance Policy is reflective of the Government Finance Officer Association’s
recommended best practices. The recommendation under Finding No. 2 disregards the financial realities
the City faces. As previously stated, the City intends to build up its reserves through revenue surpluses and
expenditure savings over the next several years. The reduction in financial flexibility which would result
from putting in place a plan that specifically earmarks money for fund balance is likely to exacerbate the
budgetary challenges the City needs to manage over the next several fiscal years.

Finding No. 3

Water and Sewer Utility Fund Working Capital

The City’s Water and Sewer Enterprise Fund is operating at a healthy, sustainable level with sufficient
reserves to meet the commitments contained in bond documents for two months of expenditures (Exhibit
3-A). The Auditor General’s findings No. 1 and No. 3 are conflicting. The City has demonstrated in its
response to finding No. 1 that excess funds are not available in the Water and Sewer Fund to both maintain
sufficient reserves as required by bond documents and to allow transfers to the General Fund. Additionally,
any transfer of water and sewer resources to the City General Fund would diminish a credit strength noted
in the most recent review of the City’s water and sewer revenue bonds (Exhibit 1-L).
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The City concurs with the Auditor General recommendation and has adopted a Working Capital Reserve
Policy (Exhibit 3-C) consistent with the best practices of the Governmental Financial Officers Association
for Enterprise Funds. The Department of Public Utilities has adopted this Working Capital Reserve Policy
to secure and maintain investment-grade credit ratings, meet seasonal shortfalls in cash flow, to fund capital
projects not included in the Water and Sewer Master Plans, to cover emergency repairs or maintenance
repairs exceeding $100,000 not covered by the City’s insurance fund or operating budget and to reduce
susceptibility to emergency or general unanticipated expenditures and/or revenue shortfalls not covered by
the Utilities Rate Stabilization Account.

After the prior years’ audited financial statements are issued, the policy requires the Department of Public
Utilities to analyze the ending unrestricted net assets and designate a portion of the unrestricted net assets as
a working capital reserve with the goal of maintaining a working capital reserve that will include, but not be
limited to, 90 days of operating expenditures (based on the prior fiscal years’ actual audited expenses). The
working capital reserve can be used for current expenditures or any lawful purpose of Public Utilities.
However, it is not to be used for transfers to the General Fund or any other non-Public Utilities Fund.

Finding No. 4
Unsustainable Wage and Pension Benefit Increases

In the initial paragraph of Finding No. 4, the Auditor General provides background on the GFOA best
practices on Sustainable Funding Practices of the Defined Benefit Pension Plans with specific attention given to the
GFOA’s belief that governments should fund the full amount of their actuarially determined annual
required contribution (ARC) and creates the impression that the City has not made its ARC. The City is
required by Florida Statutes to fully fund the actuarially determined pension contributions as calculated in
actuarial valuation reports for each of the three pension plans. The City has always met this requirement.
In addition, Florida Statutes require that an actuarial valuation report be completed at least every two years
for a pension plan. The City exceeds this requirement having undertaken yearly actuarial valuation reports
for each of its three pension funds over the past ten years with the singular exception of 2004 in which an
annual report for the police pension fund was not completed.

The lack of sustainability cited in the Auditor General’s report has been an identified concern of the City for
some time. Information concerning the City’s pension plan contributions has been included in budget
presentations over the past several fiscal years. The City Commission recognized the lack of pension plan
sustainability and approved placing referenda before Hollywood voters in September 2011 to reform the
City’s three pension plans to increase sustainability.

Finding No. 4 recommends that the City adopt a funding policy for its defined benefit plans. This is done
each year through the actuarial valuation reports completed for each of the City’s pension plans. These
reports provide for an amortization of the unfunded liability. The City’s annual pension contribution to
each of its three pension plans consists of two parts: a normal cost portion (current year portion) and a
portion to amortize the unfunded liability.

The decrease in the funded ratio for the City’s pension plans cited in the Auditor General’s report has more
to do with investment returns (i.e., widely fluctuating investment returns in the equity markets), than any
other aspect (benefits, pension contributions, etc.) of the City’s pension plans. It’s also important to note,
the steps the City has taken to increase employee pension contributions to assist in funding pension
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benefits. These changes have been negotiated through the collective bargaining process with the unions
representing these employees:

General Employees’ Pension Plan

Fiscal Year 2009:

= Employees hired on or after 7-15-09 9.00%

* Employees hired before 7-15-09 7.00%
Fiscal Year 2010:

* Employees hired before 7-15-09 increased from 7.00% to 8.00%
Fiscal Year 2011:

* Employees hired before 7-15-09 increased from 8.00% to 9.00%

Police Pension Plan:
Fiscal Year 2008:

* Employee contributions increased from 8.00% to 8.50%
Fiscal Year 2011:

* Employee contributions increased from 8.50% to 9.25%

Fire Pension Plan:
Fiscal Year 20006:
=  Employee contributions increased from 7.00% to 8.00%

The City will adopt the GFOA best practice titled Sustainable Funding Practices of Defined Benefit Pension Plans.
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Finding No. 5
Financial Management and Monitoring

Midyear projections are not the only method used to keep City decision makers informed. In addition to
midyear projections, decision makers within the City have been kept informed through presentations made
as part of the budget process and through numerous Executive Sessions concerning labor negotiations.
Although Florida Statutes (Sections 119.07(1) and 447.065(1)) prohibit the content of the Executive
Sessions from being included as part of the City’s response, briefings that included information on the City’s
finances, were provided to the City Commission on the following dates:

0 Executive Sessions for FY 2010:
= May 13, 2009
®  June 3, 2009
= July 7, 2009

0 Executive Sessions for FY 2011:
= August 25, 2010
= September 1, 2010
= September 21, 2010

0 Executive Sessions for FY 2012:
= March 28, 2011
= April 6, 2011
= April 27,2011
= June 17, 2011
= June 22, 2011
= July 8§, 2011
= July 13, 2011
*  August 9, 2011

O During budget development for FY 2010, presentations were made on:
®  February 24, 2009 — Financial Retreat
*  June 23, 2009 — Budget Workshop
= July 8, 2009 — Budget Workshop
= September 14, 2009 — First Budget Hearing
= September 21, 2009 — Second Budget Hearing

O During budget development for FY 2011, presentations were made on:
= March 9, 2010 — Financial Retreat
®  July 21, 2010 — Budget Workshop
®  September 15, 2010 — First Budget Hearing
= September 21, 2010 — Second Budget Hearing

O During budget development for FY 2012, presentations were made on:
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* December 17, 2010 — Financial Planning Retreat
* February 24, 2011 — Financial Retreat

= July 7, 2011 — Budget Workshop

*  September 12, 2011 — First Budget Hearing

= September 19, 2011 — Second Budget Hearing

O During budget development for FY 2013, presentations were made on:
= March 23, 2012 — Financial Retreat
®  July 10, 2012 — Budget Workshop
= July 18, 2012 — Budget Workshop
= September 7, 2012 — Budget Workshop
* September 12, 2012 — First Budget Hearing
= September 20, 2012 — Second Budget Hearing

By failing to acknowledge the list of reports and presentations indicated above, the Auditor General’s
Report creates the inaccurate impression that insufficient financial information has been provided to the
City Commission. While the Auditor General’s report cites a lack of financial monitoring, the report fails to
acknowledge that financial monitoring by the Financial Services Department led to the City uncovering
budget shortfalls in FY 2011 and subsequently to the declaration of financial urgency.

Over the past several fiscal years, more financial information was provided to the City Commission
regarding the General Fund and such focus was appropriate given the financial condition of the City’s
General Fund. The financial condition of the City’s General Fund was the primary cause of the City’s
declarations of financial urgency for fiscal years 2011 and 2012. The General Fund has the greatest impact
on City residents and businesses—primarily through property taxes. The City Commission has only one
opportunity per year to set the millage rate for the General Fund at the appropriate level for the upcoming
fiscal year. Other City funds have greater flexibility in adjusting revenues over the course of a given fiscal
year.

The Auditor General’s report references the City initiated review of its budgeting processes by Munilytics, a
municipal finance consulting firm, but only briefly mentions the City’s acceptance of those findings or how
the Munilytics report recommendations have been implemented. Many of the improper budget practices
the Auditor General cites from the Munilytics report occurred in FY 2011. Those practices have been
corrected in fiscal years 2012 and 2013. Further, this finding fails to mention that the City established a
Revenue Estimating Committee in February 2012 to enhance revenue forecasting for the General Fund and
prevent the types of mistakes made during the FY 2011 budget cycle.

The report does include the observation, although not legally required, that City staff identified a goal of
providing monthly financial updates to the City Commission. As the report indicates, staff informed the
City Commission that numerous obligations had prevented providing monthly updates and that the goal
may have been overly ambitious. Current personnel levels limit the ability of the Financial Services
Department to provide monthly updates. To meet the obligations of monthly financial reporting, the City
would need to add two Senior Accountant positions at an estimated cost (including benefits) of $184,400 to
the City’s General Fund.

Although available resources limit the ability to provide monthly financial statements to the City
Commission, the City has taken many steps over the past several fiscal years to increase the transparency of
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the City’s finances by increasing the amount of financial information available on the City’s website. The
financial information available on the City’s website includes:
0 Comprehensive Annual Financial Reports (10 years)

Adopted Operating Budget Books (9 years)

Actuarial Valuation Reports (2 years)

Pension Fund Financial Statements (2 years)

Financial Snapshot (Current Financial Position of General Fund)
Quarterly Investment Report

Quarterly Delinquency Report

O OO0 OO0 0O

Quarterly Report on Liens Waived or Voided

While the City does not concur with the Finding No. 5, the City does agree with the recommendation that
future midyear projections should be presented to the City Commission (in addition to being distributed
electronically).

Finding No. 6
Budget Preparation and Adoption

Several of the figures included on page 15 of the Auditor General’s report are incorrect. The figure for
General Fund in 2010-11 column should be $9,162,755 (not $9,234,240).

While the City does not concur with all portions of Finding No. 6, it does concur with certain portions of
Finding No. 6 and agrees that budgeting practices implemented within the City’s General Fund during fiscal
year 2012 should be extended to other City funds.

Budgets for several of the City’s funds are not tied to a specific fiscal year. These funds include project-
oriented budgets that are more keyed to a grant or project period. Under present budget processes, the
annual capital budget is adopted by the City Commission eatly enough in the fiscal year to be included in the
printing of the adopted operating budget book. Despite this, in future budget development cycles, the City
will attempt to include the annual capital budget as part of the City Manager’s recommended budget in July.
Inclusion of the capital budget in the City Manager’s recommended budget will not eliminate the need for
the rollover of capital projects at the beginning of each fiscal year. As previously stated, these capital
projects are not always tied to an individual fiscal year.

Several of the Special Revenue funds included in Table 5 of the Auditor General’s report were consolidated
as part of the City’s required implementation of GASB Pronouncement No. 54 in fiscal year 2011:
. The Housing Loan fund (fund 65) was consolidated into Special Programs (fund 11)
. The Hurricane Housing Relief fund (fund 67) was consolidated into Local Housing
Assistance/S.H.L.P. (fund 64)

As a result, the Housing Loan fund (fund 65) and the Hurricane Housing Relief fund (fund 67) will no
longer be presented as Special Revenue Funds in the City’s Comprehensive Annual Financial Report
(“CAFR”) and will not need an annual budget adopted in future years.

The balances identified in Table 4 of the Auditor General’s Report do not represent new revenue sources to
the City. Many of the larger amounts within Table 4 (e.g., for the Water and Sewer Ultility fund and the
Insurance fund) are restricted for future capital projects and future insurance claims. Further, the balances
for the City’s General Fund fall under the minimum thresholds for reserves and as such are not available as
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a funding source for recurring City expenditures. Given the restrictions on these funds, the statements in
the AG Report characterizing the budget as a diminished financial management tool are inaccurate.

The City concurs with the Auditor General that prior budget practices need to be corrected. The City
believes it has already corrected those prior budget practices within the General Fund and that the current
budget practices of the General Fund need to be extended to other City Funds.

To implement this change, the City will reconcile balances within various funds during fiscal year 2013 using
audited fund balance/net asset figures after completion of the fiscal year 2012 CAFR (estimated timeframe
of April 2013). In addition, the City will include estimated fund balance/net asset amounts, as appropriate,
in the fiscal year 2014 budget development cycle. The budgetary changes to be implemented will follow the
model established in the City’s General Fund during fiscal year 2012. As is currently done annually, the City
will still need to adopt a rollover resolution (in the October/November timeframe) for grants and capital
projects which are not aligned to a single fiscal year.

Finding No. 7
Bank Account Reconciliations

The City uses a wide variety of well-established financial safeguards to prevent fraud or misappropriation of
funds, and has received clean yearly financial audits for the past 36 years. The City ensures segregation of
duties among its cash handling staff which is a key accounting control in the handling of cash and in its
bank reconciliation process. Additionally, the City utilizes anti-fraud services available through its banking
institution to safeguard the City’s checking and cash accounts from fraud or misappropriation. These
services include the following: 1) “Positive pay” which systematically compares checks presented to the
bank for payment to the City’s issued-check files to detect serial numbers and dollar amounts that don’t
match which usually is a sign of fraud. The City is notified to review these exceptions and then instructs the
bank to either reject or pay the check. The Positive Pay service has been successful on many occasions in
thwarting criminal attempts to process fraudulent check payments against the City bank accounts; 2) ACH
“fraud filter” which automatically stops any ACH debits presented (except those that are specifically
authorized) against a particular bank account. The City can instruct the bank to automatically reject the
debits, or can opt to review each ACH debit and decide whether any should be paid; and 3) “Payment
Authorization” which prevents any checks from being paid against bank accounts that are used for
concentration or depository purposes only, and not as checking accounts.

While the City concurs that the timeliness of its bank reconciliation process can be improved, it should be
noted that other than timeliness of bank reconciliations, no other issues related to the bank reconciliation
process such as lack of segregation of duties, unreconciled cash accounts, misappropriation of assets,
potential fraud, etc. were identified by the Auditor General’s audit staff in the course of their audit work.

Because of the time lag in receiving all reconciliation back up and reports from the bank, reconciliations are
considered timely when prepared within two months after month end, except during year-end close out
activity periods where this period for completion may be longer as noted by the auditors. During fiscal year
2011, the City was not able to make much improvement in this area due to staffing reductions brought on
by budgetary cutbacks and increased demands on staff associated with the City’s implementation of
Financial Urgency under Florida Statutes Section 447.4095. The City is moving forward with the Auditor
General’s recommendation and is reviewing its processes and practices in this area to see how they can be
stteamlined and/or improved for greater efficiency and timeliness. The City will continue to focus on
making improvements in this area within the staffing constraints currently imposed.

42



FEBRUARY 2013 REPORT NoO. 2013-093

OTHER ADMINISTRATIVE MATTERS

Finding No. 8
Vehicle Maintenance and Fuel Usage

Departmental personnel have the ability to investigate and track fuel consumption and fluctuations by
vehicle and by Department (see attached sample — Exhibit A). Additionally, Public Works on a daily basis
tracks fuel usage in the tanks and documents readings off the pump dispensers (see Exhibit 8-A1).Also, on a
daily basis the fuel management program sends polling results (documented information of all transactions)
such as PINS successfully entered, usage of fuel, employee number, time and date, vehicle number, etc.,
from the “Fueling Trak” program via computer into the fuel management data system (see attached report
Exhibit 8-A2). This is a check and balance system for all the information.

During the period covered by the Auditor General’s review and currently, the Department of Public Works
uses the fleet management software called MCMS from Assetworks for programming, managing, tracking
and monitoring vehicle maintenance for the fleet. This software enables Public Works Fleet personnel to
schedule vehicles for regular and preventive maintenance. We track and document parts, costs, labor and
various repairs through this program. We also track repairs and inventory via the work order system,
invoices, purchase orders, and requisitions (see attached examples — Exhibit 8-B). We also rely on the
current fleet management system to see when the last preventive maintenance occurred, and when the three
month to six month preventive maintenance needs to occur per vehicle. Vehicles and equipment are placed
on a preventive maintenance schedule based on historical information obtained through the MCMS
software and based on historical data including frequency of use, type of use, and year, type and condition
of the vehicle (see Exhibits 8-C — Recent Repair History, Exhibit 8-D — Calendars for both Police and
General Fleet indicating dates/schedule for preventative maintenance).

The clerical specialist enters into the computer program the date schedule and calendar for the preventive
maintenance per vehicle. (See Exhibit 8-D). After this calendaring is scheduled, the clerical specialist sends
out notices via email to each Department and Division notifying them of the required scheduled date for the
preventive maintenance on their particular vehicle or vehicles. (See Exhibit 8-D-1).

An issue that we have had is a problem in the documentation of mileage when certain City employees fuel
up at the City yard fuel station. City staff may inadvertently enter the wrong mileage into the fuel system
when fueling. Although the incorrect data is entered, the individual can still fuel their vehicle. To address
this occutrence, fleet staff conducts checks of vehicles when they are repaired, and/or come in for
preventative maintenance, and staff then manually corrects the mileage information in the system. The
Fleet Management System and the Fuel Management System are two different software programs. There
has been a technical software issue regarding mileage and the two systems entering different numbers for
mileage on the same vehicle. When an employee fuels the vehicle on the next occurrence, the fuel system
software can enter the incorrect mileage again, therefore, the mileage does need to be corrected again
manually in the Fleet Maintenance System by staff. The City has tried to correct this mileage glitch in the
two software systems, but has been unsuccessful. However, we also list the corrected mileage on the work
order, vehicle repair tag and repair ticket. Therefore, we are manually correcting the problem. (See Exhibit
8-E).

The Department of Public Works is in the process of going out for bids on a new fleet management and
fueling system software procurement that once installed, will eliminate this particular issue from occurring.
The incorrect entries with the mileage issue in the fueling software does not, in any way, change the validity
of the other information in the fleet management program and fueling software system or the City’s ability
to depend upon those systems for reports and tracking. Also, we catch and correct the incorrect
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information in the program as mentioned previously. In addition, a sticker is placed on the windshield of
each vehicle when it comes in for preventative maintenance. On this sticker Fleet staff lists the current
mileage and date on the vehicle, (Exhibit 8-E1) so this acts as another check and balance.

There is some manual scheduling for preventive maintenance that occurs, however it is also based on
reports derived from the fleet management software, and the type, condition, year of vehicle, and use of
vehicle are also considered and are in the system as well (see attached exhibits).

As previously mentioned, the City is in the process of obtaining a new automated fuel and fleet management
software system. This program will enhance the efficiency of our tracking by eliminating the need to
manually correct mileage or odometer reading issues. It will also prevent communication issues between the
software systems since there will only be one system purchased for both programs under one company
provider. This new fleet management and fueling software system does not rely on entry at the fuel pumps
being accurate and can prevent such inaccuracies and prevent fueling of a vehicle as well. In addition, the
new software programs will have a financial management component as well.

The City began looking into the purchase of a new fleet management and fueling software program in July
2012, because the City wanted a more comprehensive and automated system that would also incorporate a
vehicle replacement fund, depreciation and financial component. The City also wanted a program that
would retain fleet data over the life of vehicles, and not just the five year historical data, and would eliminate
any mileage operator entry errors. We started this process prior to the Auditor’s office beginning field work
in the Public Works Department and we have met with various manufacturers, have evaluated various
software programs, have worked on draft specifications, and are currently preparing the Request for Bids
with Procurement and Financial Services. Additionally on July 18, 2012, the Financial Services Department,
through a Budget Resolution, brought the software purchase before the City Commission for approval. We
plan to have the program purchased, installed, data entered and staff trained making the system fully
operational in the next three or four months.

Finding No.9
Public Records

Florida Statutes do not dictate a policy or procedure for the recording or approval of minutes. They simply
require that minutes be recorded. The City’s current procedures are in full compliance with State Statutes
and the recommendations of the Government in the Sunshine Manual.

The City concurs with the Auditor’s finding that Regular Commission Meeting minutes from March 2011
through January 2012 were approved not as promptly as they had been historically. However, it should be
noted State Statutes do not require minutes be formally approved, nor do they establish any time frame for
the approval of minutes. Although not required law, within 24 hours of a City Commission meeting or
workshop, staff makes available to the public via the City’s website, “agenda results” along with the video
and audio recordings of the meeting. Staff does this as the public has indicated the actual recording of the
meeting is the most useful to them. This probably also explains the fact that the City Clerk’s office does not
receive regular public records requests for meeting minutes. In addition, the City updated its video
streaming and capturing software in August 2012 allowing for better clarity of viewing, as well as the ability
to download MP4 video files to various devices available on the market.

The audit findings refer to the Government-in-the-Sunshine Manual (2011) Part I, Section C.1 and Part I,
Section D. Part I, Section C.1, addresses the number of board members required to be present at a meeting
for the Sunshine Law to be applicable (Exhibit 9-A). City Clerk staff concurs that any gathering, whether

formal or casual, of two or more members of the same board or commission to discuss some matter on
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which foreseeable action will be taken by the public board or commission is subject to the Sunshine Law.
This is why all meetings of the City Commission, including workshops and retreats, are posted on the
Sunshine Board and the City Clerk, or designated staff, attends the meetings to record the minutes.

Part I, Section D, actually is addressing what types of discussions are covered by the Sunshine Law, informal
discussions, and workshops (Exhibit 9-B). City Clerk staff concurs the Sunshine Law specifically applies to
informal discussion and workshops, again, this is why all meeting of the City Commission, including
workshops and retreats, are posted on the Sunshine Board and the City Clerk, or designated staff, attends
the meetings to record the minutes.

The City’s current processes related to meeting minutes exceed the requirements of state law in that all
minutes of meetings in which formal action of the Commission is taken are presented to the Commission
for formal approval. The City Clerk concurs that this approval process could be completed more
expeditiously. A part of the delay in the recent past can be attributed to the City’s financial condition which
necessitated the reduction in personnel; as a result the City Clerk’s Office workforce was reduced 27%.

To address the Auditor General’s recommendation, the City is researching whether resources are available
to hire additional staff and what guidelines or procedure enhancements may be necessary for finalizing
meeting minutes. The City Clerk’s office is also continuing to work diligently to expedite and complete in
final format those minutes which will be presented to the City Commission for approval.
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Hollywood Community Redevelopment Agency

BUDGET PREPARATION

Finding No. 10
Budget Preparation

This finding, as outlined in the Audit General’s report, misconstrues the total fund balance number which
makes it seems as though the CRA has more money “available” than is actually represented as audited by
independent auditors. The report states, “For the 2010-11 fiscal year, the CRA did not include $36,478,475
and $2,341,197 available from the 2009-10 fiscal year for the Beach Community Redevelopment Fund
(Beach District Trust Fund) and Downtown Community Redevelopment Fund (Downtown District Trust
Fund), respectively. For the 2011-12 fiscal year, the CRA did not include the $34,242,905 available from the
2010-11 fiscal year for the Beach District Trust Fund.” This is not an accurate finding. These totals are
represented in our Comprehensive Annual Financial Report (CAFR) balance sheet listed as the “Total Fund
Balance”. What the Report fails to acknowledge is that those funds are all listed in the CAFR as reserved for
debt service, grants and special programs, capital improvement program (CIP) and real estate held for resale
(Exhibit 10-A).

The CRA Board approves the adopted budgets by Resolution each year pursuant to State Statute. A capital
improvement plan is brought forward in an open public meeting annually which outlines the amount of
funding available and where those funds will be expended (Exhibit 10-B). It is inaccurate to surmise that by
not including available balances brought forward during the initial budget approval, there is a lack of
transparency.

The CRA refutes the use of the phrase “contrary to law” in the Auditor General’s findings. Any violation of
law would have been flagged by our own independent auditors. We acknowledge that the State Statute
states “the total amount available from taxation and other sources, including balances brought forward from
prior fiscal years, must equal the total of appropriations for expenditures and reserves.” However, it’s
important to note the State Statute does not expressly define balances brought forward. In fact, Section
189.418(3), Florida Statute, was amended effective October 1, 2011 changing the words from “amounts
carried over” to “balances brought forward.” The CRA has interpreted balances brought forward to mean
those funds that are unreserved. Based on the CAFR, the total fund balance as shown is listed as reserved.
Further, significant portions of the funds are contractually obligated and therefore cannot be construed as
available. Although balance sheets simply state the amount of the asset/liability with no explanation and are
finalized six months after approval of the CRA Budget, any balance brought forward would simply be an
estimate of past revenue that is expended as part of the CIP.

Additionally, the CRA financial audits performed by an independent auditor are finalized by March 31 of
each year. The CRA provides an annual report by March 31 of each year to the Governing Body (City
Commission) and in the annual report it is stated that the numbers are preliminary unaudited. In the
September 30, 2011 preliminary unaudited balance sheet located in our annual report it is specifically noted
that “Investments at fair value represent funds on hand, where a significant portion of the funds have been
designated for non-bond related capital improvement projects and/or obligations as outlined in the CRA
Capital Improvement Plan approved by the CRA Board on June 1, 2011 pursuant to R-2011-27” (Exhibit
10-C). This estimate outlined in the annual report is not known at the time of budget approval. These
numbers are finalized by independent outside auditors and included in the CAFR. Six months prior to the
finalization of the audit report, the CRA pursuant to Florida Statute 189.418(3) is required to adopt a budget
by resolution each fiscal year. This occurs prior to the beginning of each fiscal year.
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Any funds remaining in the trust fund at the end of the fiscal year do not get used for operational purposes
unless specifically rolled over for previously approved or committed projects from the previous fiscal year.
Therefore, they are not considered as part of budget preparation or as part of the balance brought forward
as revenue. All remaining funds continue to be an investment at fair value as part of the balance sheet and
get rolled over or designated as outlined in the CIP. The CRA will seek to better define what constitutes
balances brought forward and will take every step to make sure this is outlined and included in some
method as the CRA budget is approved each fiscal year.

USE OF CRA FUNDS

Finding No. 11
CRA Plans and CRA Expenditures

The CRA refutes the finding that CRA expenditures were not in accordance with law or the approved CRA
plans.  The CRA, like all CRA’s statewide, does not believe the law requires all expenditures to be
specifically referenced verbatim in the plan. The CRA has relied on a multi-pronged approach when meeting
the test of appropriate expenditures which is an accepted and common practice within redevelopment
districts:

* Does it meet the definition of “Redevelopment” as defined in Section 163.340(9) as
undertakings, activities, or projects in a community redevelopment area for the elimination
and prevention of the development or spread of slums and blight, the reduction or
prevention of crime; for the provision of affordable housing; or the rehabilitation and
revitalizations of coastal resort and tourist areas that are deteriorating and economically
distressed and is the objective in the plan.

* Does it meet and support the vision and mission of the Redevelopment Agency?
* Does it meet one of the Redevelopment Objectives as laid out in the plan? (Exhibit 11-A)
® Is the concept in the Redevelopment Plan?

The Auditor General’s Report additionally suggests that the Hollywood CRA amend the Redevelopment
Plan for the Beach and Downtown. It should be noted that there is no requirement for the redevelopment
plans to be amended pursuant to Chapter 163 or any other applicable laws. The Florida Redevelopment
Association, which has no governing power, only recommends that plan be updated every five years. The
process for amendment of such plans is outlined in Florida Statute 163.361. The CRA Board, at the urging
of its Executive Director, set forth on a goal setting process in February 2011. The CRA Board selected as
its third (3rd) highest priority, “to revise and amend the Redevelopment Plan” and finalized the goal setting
documents in October of 2011 (Exhibit 11-B). Staff is currently researching and working towards the
amendment of each plan. Since the redevelopment plan was referenced in Auditor General’s findings the
clarification for each expenditure is as follows:

Commmunity Policing Innovations §1.5 Million

Community Policing Innovations are clearly an approved expenditure if provided for in the plan and it is
true that the CRA does not specifically have community policing innovations outlined in the plan. However,
the CRA pays for an enhanced level of police service over and above normal police zone patrols in both
districts. It is not considered community policing based on the Statute, rather these enhanced officers are in
addition to normal patrols and are necessary expenses that are incidental to the implementation of the plan
as allowed pursuant to State Statute.
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The expenditures are for enhanced police services for the Beach (1 sergeant and 8 officers) and Downtown
(1 sergeant and 3 officers). The Hollywood Police Beach Unit provides bicycle, T-3 and ATV patrols of the
beach Broadwalk and sand areas from 7 a.m. through 2 a.m. seven days per week. Downtown officers
provide directed patrol in the Downtown Hollywood District to include the ArtsPark at Young Circle from
7 a.m. through 4 a.m., and adjust their schedules as the need for police services dictates. Downtown officers
place special emphasis on quality of life issues such as vagrancy, public drunkenness, prostitution and street
level drug dealing. Included in this cost are the salaries, benefits, including pensions, vehicles and all
operating costs. The City of Hollywood pays for the normal baseline police services in existing zones, the
CRA provides for an enhanced police presence to augment what is normally provided.

As mentioned before, although the CRA redevelopment plan does not specifically have a community
policing strategy, the premise of ensuring a safe environment to redevelop is at the core of the
redevelopment agency’s mission. Pursuant to the Statute, funds used as part of the Plan for purposes of
redevelopment are not limited to what is listed below.

State Statute also states:

(6)  Moneys in the redevelopment trust fund may be expended from time to time for undertakings of a
community redevelopment agency as described in the community redevelopment plan for the following
purposes, including, but not limited to:

(a) Administrative and overhead expenses necessary or incidental to the implementation of a community
redevelopment plan adopted by the agency.

(b)  Expenses of redevelopment planning, surveys, and financial analysis, including the reimbursement of
the governing body or the community redevelopment agency for such expenses incurred before the
redevelopment plan was approved and adopted.

(c)  The acquisition of real property in the redevelopment area.

(d)  The clearance and preparation of any redevelopment area for redevelopment and relocation of site
occupants within or outside the community redevelopment area as provided in s. 163.370.

()  The repayment of principal and interest or any redemption premium for loans, advances, bonds, bond
anticipation notes, and any other form of indebtedness.

(f) All expenses incidental to or connected with the issuance, sale, redemption, retirement, or purchase of
bonds, bond anticipation notes, or other form of indebtedness, including funding of any reserve,
redemption, or other fund or account provided for in the ordinance or resolution authorizing such bonds,
notes, or other form of indebtedness.

(g0 The development of affordable housing within the community redevelopment area.

(h)  The development of community policing innovations.

Hollywood Station Incentive

The CRA maintains that this expenditure is consistent with the agency’s Downtown District CRA Plan.
Pursuant to the Development Agreement dated June 16, 2004 among the City of Hollywood, the
Hollywood CRA and Hollywood Dixie Associates, the developer would build for sale condominium units
with parking and retail and in exchange the CRA would provide a cash incentive with the development of
the phase I project. On June 17, 2010 the CRA entered into a First Amendment among the City of
Hollywood, the Hollywood CRA, PB Hollywood 1, Hollywood Station LLC and PB Hollywood II Lofts,
LLC. Since PB was the successor in interest in the project the CRA would be required to pay the incentive
to PB in the amount of $300,000 per year for eight consecutive years.

New development and redevelopment of blighted sites is at the core of what a CRA encourages. The
Downtown redevelopment plan has subdistrict policies, and although this development is not located in the
“Redevelopment Target Area” as contemplated in the plan, it is very clearly within the CRA District. Page
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29, subsection 7 of the Downtown plan is entitled “Redevelopment Outside the Target Area,” and
specifically states that substantial redevelopment should not be precluded from occurring in other areas of
the district (Exhibit 11-C). It further states, “in fact, it is hoped that the initiative taken by the City within
the Redevelopment Target Area would generate additional investor interest and development opportunities
in those other subdistricts.” The redevelopment of this site and the associated incentives are proper
pursuant to our Redevelopment Plan.

Capital Improvement Plan Operating Support

The Beach District transferred $2,000,000 to the Central Services Fund (Fund 57) for the operating support
provided by the Design and Construction Management team, including salaries and benefits, to project
manage our Capital Improvement Program. Since 20006, the CRA has benefitted from high quality
professional services at a better rate than industry standards. Contracting with the City is no different than
hiring an outside contractor for these services.

Although the City’s budget narrative states that this was to pay the costs of City personnel in support of
both districts, records show that at year ending September 30, 2011, capital improvement expenditures
made did not necessitate the services of Design and Construction Management. Conversely, the Beach
district has invested millions of dollars in beach projects and utilized the services of Design and
Construction Management.

Enbhanced Maintenance Program

The CRA had been paying a portion of the salaries of the City’s part-time employees working to clean the
downtown area. In 2011, it was determined that they would no longer be providing the service and that the
CRA would hire a private firm to provide supplemental maintenance to what the City was providing. The
City now continues to provide the baseline level of service at no cost to the CRA, while the CRA contracts
and directly funds a supplemental maintenance program.

Hollywood Office of Tourism

The report states that the Beach District Plan did not specifically provide funding for an office of tourism,
advertising or cruise line marketing program. As mentioned previously, state statutes governing community
redevelopment agencies do not require the exact words being in the plan, rather we make sure it meets the
definition of redevelopment, it meets the vision and mission of the Agency and it meets one of the
Redevelopment Objectives of the Plan. In fact, two (2) of the twelve (12) Redevelopment Objectives
outlined in the Plan specifically recognize Tourism.

. To enhance Hollywood Beach as a tropical destination;
. To re-establish tourism as a vital industry in Hollywood Beach.

Further, pages 38-40 of the Redevelopment Plan (Exhibit 11-D) provide the basis for promoting a variety of
tourist activities targeted at a diversified market. The CRA works to protect and grow Hollywood Beach’s
share of destination travel and does so through integrated sales, marketing and advertising programs that
drive visitation to and within Hollywood. Strategic, integrated and targeted campaigns are the cornerstone of
the CRA’s efforts for maximizing market share. This integrated strategy also includes online, web and print
promotions. Media objectives reinforce brand awareness of Hollywood Beach; target niche markets (couples
considering destination weddings, cultural arts enthusiasts, ecotourists); create preference for Hollywood’s
downtown and beaches by targeting various key markets (those arriving by air; the drive market interested in
downtown/beach destination within driving distance; vacationers extending cruise vacation and local
Hollywood / tri-county residents); and drive traffic to Hollywood CRA’s tourism website.
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The report seems to suggest that through the Hollywood Office of Tourism, the CRA is paying for the
benefit of the entire City. As a dependent special district, the CRA resides within the City of Hollywood.
The Beach is the single most significant reason visitors come to Hollywood and Page 17 of the Plan outlines
Redevelopment Objectives that speak directly to Tourism including the enhancement of Hollywood Beach
as a tropical destination and re-establishing tourism as a vital industry. If the City of Hollywood and every
business within the City excel due to the promotion of the Beach, it makes for a stronger tax base for the
Beach District.

Chamber of Commerce Agreement

The CRA had entered into an Agreement with the Chamber of Commerce to provide business
representation, tourism, business and economic development seminars, creating business friendly programs,
creating an educational program and print and post an online directory. These services were provided for
the benefit of promoting CRA objectives within the district to business owners and to those outside who
wanted to relocate or move into the CRA. After the 2011 agreement for services ended, the contract was
not renewed.

Finding No. 12
CRA Salary and Other Expenditure Allocations

It should be noted that the CRA spends less than 10% of its’ total expenditures on Administration. This
tinding does not suggest any violation of State Statutes or redevelopment plans; rather it is a difference of
opinion on how to allocate salaries. The audit review team suggests that the CRA should use time records
to determine amount of time spent between downtown and beach related activities for internal staff. While
this is one way to allocate salaries, it is not the way the agency has chosen to make this allocation. The
method currently utilized by the CRA is just as efficient and balanced.

To maximize efficiency, the Agency’s staff provides services for both districts. Upon the recent merger of
staff, it was determined that the easiest and most effective measurement to delineate services was to use a
measurement that could be tracked on a global scale. As one Agency, the total amount of revenues received
in any given year, has been rounded to approximately 80% beach revenues to 20% downtown revenues.
Salaries for those employees who work specifically for one district are paid from that district (e.g. beach
maintenance personnel are paid 100% from the beach.) All other CRA employees who work for both
districts are paid based on an 80% (beach) and 20% (downtown) ratio. This ratio was determined based on
the approximate revenues generated by each district. Although, there is annual fluctuation, the percentage is
always roughly at the 80/20 split.

This merger of the administration of the districts, was directed by the CRA Board to more effectively and
efficiently manage the CRA organization utilizing the economies of scale. Office space, copy machines,
office supplies, telephone services, computer services, etc. are also charged this way. The measurement is
predictable and can be utilized easily to reflect the appropriate cost. It would be virtually impossible to
determine and predict prior to budget approval, a time record keeping method for staff and services. This
would create uncertainty in the budget process since presumably the impact to salary allocations would not
be known until year end.

The report also suggests that the time record method should be used by those City agencies that provide
administrative staff time for CRA services. As described previously it was determined that this method of
payment was the easiest and most effective measurement to delineate services. Although, the services were
outlined many years ago and the amounts were agreed upon, we concur that an interlocal agreement for the
purpose of providing services and establishing reasonable parameters for these services should be entered
into between the City and CRA; however, we disagree that a time record method should be utilized. Many
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of the administrative services provided by the City of Hollywood would be difficult to track using the
suggested method.

The only difference would be in the design and construction management and police disciplines. The City
has purchased project tracking software that can be utilized when the design and construction management
staff work on specific projects. Through an Interlocal Agreement, staff can agree on a cap and then transfer
funds at year end.

Finding No. 13
Ending Balance in CRA Trust Funds

The report states that all funds have been properly appropriated as approved on the five year Capital
Improvement Program with a majority of the funds currently available being originally committed back in
2006 for the Ocean Village at Hollywood Beach project that did not materialize and have since been re-
obligated to Margaritaville. Had either of these projects moved forward in a timely manner, this finding
would not have been made.

It should be noted that in 2006 the City of Hollywood, CRA and Ocean Village at Hollywood Beach entered
into a binding contract to develop the Johnson Street site. The CRA had agreed to fund the construction of
a 1,500 space parking garage and pay for public improvements on the site. This amount would have easily
exceeded what was in the “fund balance” at the time, and we would have likely needed to borrow additional
funds to cover the costs associated with this project. Since it didn’t move forward, and the Agreement was
terminated in 2009, the City and CRA immediately issued a new REFP for a project on this site. All Ocean
Village development project obligated funds would have then fallen back into the fund balance and been re-
pledged to the CIP program.

$15 million of these funds were set aside upon the contractual obligation in 2011 with Margaritaville
Hollywood Beach LLC, to work with the City and the Developer on the development of a new project. An
additional amendment approved by the CRA Board has now allocated $23 million towards this project over
the next two years. These funds have been rolled over yearly as they are already approved pursuant to CRA
Board action and are reserved for this purpose. These funds will be fully expended upon construction of the
project. If the project does not move forward, these funds will be utilized toward further implementing
other CRA projects as identified in the CIP.

It is our intent and has been our intent to spend these funds for this redevelopment purpose as soon as the
developer is ready to commence construction based upon the approved schedule and contractual
obligations. This entire balance will be expended within the next two years to construct Margaritaville, the
Phase III Underground Utilities and streetscape project, and a parking garage on City-owned land on the
beach. The majority of funds that remain unexpended are contractually obligated to be expended.

The CRA has based its plans on realistic goals and time frames; however when third parties are involved
sometimes projects take additional time. Florida Statutes do not provide for contingencies when moneys in
the trust fund are approved, contractually obligated but not yet spent based on the time frames allowed.
There is no intent by the CRA to continue to build reserves for the sake of building reserves. It is clearly
the CRA’s intent to use the majority of these funds to partner with a Developer to utilize City-owned land
for a major redevelopment site that will be a catalyst for additional redevelopment and will provide for
significant tax revenue for the taxing authorities when the CRA expires.
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Local Government Financial Reporting — Materials Provided

1. Summary: Local Government Financial Reporting Requirements and
Enforcement Authority Related to the Joint Legislative Auditing Committee and
Action Taken

2. Lists of Non-Filers: Local Governments Not in Compliance with Financial
Reporting Requirements

o List 1: Municipalities (staff recommends type of action)

o List 2: Special Districts (Independent & Dependent; staff recommends action)

o List 3: Special Districts (staff recommends a delay of action until a specified date)
o0 List 4: Special Districts (staff recommends an indefinite delay of action)

3. Noatification from the Auditor General and the Department of Financial Services
4. Florida Statutes: related to Local Government Financial Reporting

.11.40(2) (Legislative Auditing Committee)

.189.421 (Failure of District to Disclose Financial Reports)
. 189.4044 (Special Procedures for Inactive Districts)

. 218.32 (Annual Financial Reports)

. 218.39 (Annual Financial Audit Reports)
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Local Government Financial Reporting
Summary of Requirements and Enforcement Authority
Related to the Joint Legislative Auditing Committee and Action Taken

The Joint Legislative Auditing Committee (Committee) has the authority to enforce penalties against local
governmental entities that fail to file certain reports, including an annual financial report and an annual
financial audit report.

Annual Financial Report (AFR)

e All counties, municipalities, and independent special districts' were required to file an AFR with the
Department of Financial Services (DFS) for FY 2010-11 no later than 9 months after the end of the
fiscal year (June 30, 2012, for most entities)” [s. 218.32(1), F.S.]

e Dependent special districts are also required to file an AFR, but they may be required to file the report
with their county or municipality rather than with DFS [s. 218.32(1)(a) & (b), F.S.]

e Either staff of the entity or a certified public accountant may complete the AFR; specified staff of the
entity are required to complete the certification page

o DFS notifies the Committee of the entities that have failed to file the AFR [s. 218.32(2)(f), F.S.]

e Committee staff monitors the submission of late-filed AFRs and contacts all entities that continue to
be non-compliant®

e DFS will assist entity staff in completion of the electronic AFR once the entity has the information
needed

e The Committee may schedule a hearing to determine if action should be taken [s. 11.40(2), F.S.]

Annual Financial Audit* (audit)

¢ The following table shows the audit requirements for counties, municipalities, and special districts [s.
218.39(1), F.S.I:

Type of Entity Audit Requirement
Counties Annual audit required
Municipalities —
Revenues or expenditures over $250,000
Municipalities — Audit required if an audit has not been provided
Revenues or expenditures between $100,000 and $250,000 for during the previous two fiscal years
Municipalities —
Revenues or expenditures below $100,000
Special Districts —
Revenue or expenditures over $100,000
Special Districts — Audit required if an audit has not been provided
Revenue or expenditure between $50,000 and $100,000 for during the previous two fiscal years

Special Districts —
Revenue or expenditures below $50,000

Annual audit required

No audit required

Annual audit required

No audit required

! As of February 7, 2013, the Department of Economic Opportunity’s website lists 1633 active special districts; 993 are independent and
640 are dependent. A dependent special district has at least one of several characteristics including: the governing board is the same as
the one for a single county or single municipality or its governing board members are appointed by the governing board of a single
county or single municipality. An independent special district has no dependent characteristics.

2 All counties, municipalities, and most special districts follow a fiscal year of October 1% to September 30™.

® Committee staff notify each entity that has failed to file an AFR. Correspondence is sent by certified mail, return receipt requested,
informing the mayor, board chair, or registered agent, as appropriate, of the AFR requirement and possible penalty.

* The primary focus of a financial audit is to examine the financial statements in order to provide reasonable assurance about whether
they are fairly presented in all material respects.

Prepared by Staff of the Legislative Auditing Committee February 2013



e Audit reports for FY 2010-11 were required to be filed with the Auditor General no later than 9 months
after the end of the fiscal year (June 30, 2012, for most entities) [s. 218.39(1), F.S.]

e Audits must be conducted by an independent certified public accountant (CPA) retained by the entity
and paid from its public funds [s. 218.39(1), F.S.]°

e If an entity has not filed an AFR, the Auditor General may not have sufficient information to determine
if an audit was required

e After June 30", the Auditor General sent a letter to all entities that either were or may have been
required to provide for an audit and file the audit report with the Auditor General but have failed to do
S0

e The Auditor General notifies the Committee of the entities that have failed to file an audit report [s.
11.45(7)(a), F.S.]

o Committee staff monitors the submission of late-filed audit reports and contacts entities that continue
to be non-compliant®

e The Committee may schedule a hearing to determine if action should be taken [s. 11.40(2), F.S.]

Committee Hearings: Authority and Action Taken
e The Committee is authorized to take action, as follows, against entities that fail to file an AFR or an
audit report [s. 11.40(2), F.S.]:

Type of Entity Penalty
Direct the Department of Revenue (DOR) and DFS to withhold any funds not
Counties and pledged for bond debt service satisfaction which are payable to the entity until

Municipalities the entity complies with the law.” Withholding begins 30 days after the
agencies have received notification.

Notify the Department of Economic Opportunity (DEO) to proceed pursuant to
provisions of ss. 189.4044 or 189.421, F.S. If no registered agent information
is available, the department may declare the special district to be inactive after
Special Districts | public notice is provided in a local newspaper. Otherwise, within 60 days of
notification, or within 60 days after any extension the department has provided
as authorized in law, the department files a petition for writ of certiorari in Leon
County circuit court to compel compliance.

e During the years 2009 through 2011 the Committee directed action against a total of 49 municipalities
and over 160 special districts. Most of these entities filed the required reports either by the date
Committee staff was directed to notify DFS, DOR, or the Department of Community Affairs
(DCA)/DEOQ, as applicable, or within the timeframe the state agencies had to commence with action
once notified by the Committee.? When the required reports are filed prior to the effective date of the
action, revenue is not withheld (counties, municipalities) and legal action does not occur (special
districts).

e As a result of the Committee’s action in the past three years, revenue has been withheld from nine
municipalities, six special districts were declared inactive, and a petition was filed in court against 12
special districts.

® The Auditor General may conduct a financial audit of a local governmental entity, either under his own authority or at the direction of
the Committee. If this occurs and the entity is timely notified, the entity is not required to engage a private CPA to conduct an audit. The
Auditor General conducts very few audits of local governmental entities. Generally, if an audit is conducted it is an operational audit, not
a financial audit.

® Committee staff notify each entity that has failed to file an audit report. Correspondence is sent by certified mail, return receipt
requested, informing the mayor, board chair, or registered agent, as appropriate, of the audit requirement and possible penalty.

" To date, the Committee has not taken action against any county. All counties have filed the required reports by the dates of the
Committee hearings. The Committee has directed DOR and DFS to withhold revenue from a number of municipalities. DOR withholds
Municipal Revenue Sharing and Half-Cent Sales Tax funds from municipalities that would otherwise receive these funds. Municipal
Revenue Sharing funds are restored to the municipality if the municipality files the required report(s) prior to the end of the state’s fiscal
year. Half-Cent Sales Tax funds are redistributed and are not available to be restored to the municipality once a distribution is made. DFS
has withheld grant funds from some municipalities. These funds are released to the municipality once the required report(s) are filed.
8DCA no longer exists; this function is now handled by DEO. DFS and DOR are provided 30 days and DEO is provided 60 days to
commence with action.

Prepared by Staff of the Legislative Auditing Committee February 2013



(Hernando)

Report

correspondence sent.

Municipality Name (County) | Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
1 | Mayo, Town of (Lafayette) 5 7 FY 2010-11 AFR FY 2010-11 audit report was submitted Take action by
to Auditor General’s Office on 2/20/13
6/28/2012.
No response received to 11/15/2012
letter.
2 | Montverde, Town of (Lake) 11 32 FY 2010-11 AFR Per town staff on 2/6/2013, audit has Take action on
and Audit Report been completed, and audit report is 3/30/2013 if not
being bound. Reports expected to be received
submitted as soon as audit report is
received (delayed due to unusual and
extenuating circumstances at Town).
3 | Noma, Town of (Holmes) 1 5 FY 2010-11 AFR Per correspondence received from Town | Take action on
and Audit Report Clerk on 2/7/2013, audit is in progress. 3/30/2013 if not
Checking with auditor regarding received
expected date that audit report will be
issued.
4 | Weeki Wachee, City of 11 44 FY 2008-09 Audit City has not responded to any

Continue action

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee
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Municipality Name (County) | Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
5 | Westville, Town of (Holmes) 1 5 FY 2010-11 AFR Per correspondence received from Town | Take action on
and Audit Report Clerk on 1/25/2013, they are waitingon | 3/30/2013 if not
financial reports from CPA firm and received
will try to get it expedited as soon as
possible.
Per telephone conversation with CPA
firm on 2/11/2013, they have not been
engaged to perform an audit for FY
2010-11. Last contact they had with
Town staff was in August 2012; Town
had hired a bookkeeper to input
transactions in accounting system.
February 2013 Recommendations
Prepared by Staff of the Legislative Auditing Committee Page 2 of 21



(if audit threshold met)

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
1 | Baker Fire District (Okaloosa) 2 3 FY 2009-10 Audit FY 2010-11 audit report was submitted Discontinue
Report to Auditor General’s Office on action relating to
11/14/2012. DEO has an open court FY 2009-10 audit
case against District relating to FY report
2009-10 audit.
District mistakenly thought that audit
required for court case was FY 2010-11
and had CPA firm perform an audit for
that year.
District has requested that the
Committee allow audit requirement for
FY 2009-10 to be waived, since an audit
for FY 2010-11 was performed.
2 | Bermont Drainage District 26, 28, 75 FY 2010-11 AFR No response received to 11/15/2012 Take action by
(Charlotte) 30 and Audit Report* letter. 2/20/13

February 2013 Recommendations
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District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
3 | Children’s Services Council of 7 10, 20, | FY 2010-11 AFR Received letter from County Attorney’s No action
Alachua County (Alachua) 21 office in December 2012 stating that
Council has been inactive since its
creation in 2002. He plans to seek
approval from Alachua County BCC to
implement procedures in s. 189.4044,
F.S., to declare the Council inactive and
rescind the ordinance that created it.
4 | Duval Soil and Water 4 13,14 | FY 2010-11 AFR No response received to 11/15/2012 Take action by
Conservation District (Duval) and Audit Report* letter. 2/20/13
(if audit threshold met)
5 | Hollywood Beach CDD 1 33 100, | FY 2010-11 AFR No response received to 11/15/2012 Take action by
(Broward) 101 | and Audit Report* letter. 2/20/13
(if audit threshold met)
6 | New River CDD (Pasco) 17,18 | 36,37, | FY 2010-11 AFR Correspondence from District’s Take action on
38 and Audit Report; registered agent on 9/7/ 2012 re: status FY 2010-11
[independent special district - FY 2009-10 AFR of financial reports stated that they were | financial reports
created by Pasco County] and Audit Report; expected to be submitted by 12/31/2012. by 2/20/13

(Note: Committee directed DEO to take
state action regarding FY 2009-10
reports on 7/9/2012.)

February 2013 Recommendations
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District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
7 | Pembroke Harbor CDD 36 104 | FY 2010-11 AFR Per District manager on 8/13/2012 to Take action by
(Broward) and Audit Report DEO, audited financial statements 2/20/13
expected by 9/30/2012.
No response received to 11/15/2012
letter.
8 | Polk Soil and Water 21 56 FY 2010-11 AFR No response received to 11/15/2012 Take action by
Conservation District (Polk) and Audit Report* letter. 2/20/13
(if audit threshold met)
9 | River Bend CDD 24 58 FY 2010-11 AFR Received e-mail on 9/7/2012 from Take action by
(Hillsborough) and Audit Report District's registered agent with letter 2/20/13
attached re: status of AFR and audit
report. Expected to be submitted to by
10/31/2012
No response received to 11/15/2012
letter.
10 | RiverPark CDD (Hillsborough) | 17,19, | 57,58, | FY 2010-11 AFR No response received to 11/15/2012 Take action by
22,24, | 59,60, | and Audit Report letter. 2/20/13
26 61, 62,
63, 64,
70
February 2013 Recommendations
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District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
11 | South Fork East CDD 19 57,59, | FY 2010-11 AFR Received e-mail on 9/7/2012 from Take action by
(Hillsborough) 60 and Audit Report District's registered agent with letter 2/20/13
attached re: status of AFR and audit
report. Expected to be submitted to by
10/31/2012
No response received to 11/15/2012
letter.

12 | Wakulla Soil and Water 3 7 FY 2010-11 AFR No response received to 11/15/2012 Take action by
Conservation District and Audit Report* letter. 2/20/13
(Wakulla) (if audit threshold met)

February 2013 Recommendations
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District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
1 | City of Perry Community 3 7 FY 2010-11 Audit CRA reported to DEO as a special No action
Redevelopment Agency Report district in summer of 2012, although it’s
(Taylor) been in existence since 1993; CRA has
been included in City’s financial
statements as part of General Fund and
audited as such, rather than reported in a
separate fund.
2 | Winter Park Housing Authority 13 47 FY 2010-11 AFR No response received to 11/19/2012 Take action by
(Orange) letter. 2/20/13
February 2013 Recommendations
Prepared by Staff of the Legislative Auditing Committee Page 7 of 21



(Polk)

[independent special district -
created by City of Davenport]

and Audit Report

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
1 | Caryville, Town of 1 5 FY 2010-11 AFR CPA firm is currently working to Delay action
(Washington) and Audit Report; complete audit for FY 2009-10 — have relating to AFRs
FY 2009-10 AFR had some issues with poor for FY 2009-10
and Audit Report; recordkeeping. and FY 2010-11
FY 2008-09 AFR; and audit report
FY 2006-07 AFR; Per conversation with CPA firm on for FY 2009-10
FY 2004-05 AFR 2/11/2013, draft audit report was sent until 4/30/13
late last week to Town. Report on
financial statements includes major No action relating
qualifications to opinion, though, due to | to AFRs for FY
lack of accounting records. Report 2004-05 and FY
should be issued in next few weeks. Not | 2006-07 and audit
sure if Town met audit threshold for FY report for FY
2010-11; however, due to state of 2010-11.
accounting records, doubts that an audit
could be performed. Committee staff
2 | Highland Meadows CDD 15 41 FY 2010-11 AFR CDD submitted FY 2008-09 and FY Delay action until

2009-10 audit reports and AFRs in
12/2012 and 1/2013, respectively..

Correspondence from registered agent’s
office on 2/8/ 2013 stated that FY 2010-
11 audit is currently in progress.
Estimate that audit report will be issued
by end of February 2013.

4/30/2013

February 2013 Recommendations
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District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
3 | Springfield, City of (Bay) 1 6 FY 2010-11 AFR Per mayor, due to extenuating Delay action until
and Audit Report circumstances relating to accounting 4/30/2013
software and bookkeeping issues, start
of audit has been delayed. Audit should
begin soon, and they hope to have it
completed by mid to late March 2013.
FY 2011-12 audit is expected to start
soon after the FY 2010-11 audit is
completed.

4 | Springfield Community 1 6 FY 2010-11 AFR See note for City of Springfield Delay action until
Redevelopment Agency (Bay) (component unit of City of Springfield) 4/30/2013
[dependent special district -
created by City of Springfield]

February 2013 Recommendations
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[created by Pasco County]

FY 2009-10 AFR

and Audit Report;
FY 2008-09 AFR

and Audit Report;
FY 2007-08 Audit
Report

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
1 | Bella Verde Golf CDD (Pasco) 17 36, 37, | FY 2010-11 AFR In 2010 and 2011, previous Committees and Delay action on
38 and Audit Report; Committee Chairs approved delays of state FY 2010-11

action due to foreclosure and developer
bankruptcy issues at CDD.

Based on correspondence from CDD
management company in 12/ 2011 , the
previous Committee approved an extension until
6/30/2012, since pledge of funds from
landowners/potential new owners had not yet
been received to complete audit.

In July 2012, since financial reports were not
submitted and no additional communication was
received from registered agent, DEO was
notified to proceed with state action in
accordance with law.

On 9/7/2012, Committee staff received an e-
mail from DEO with letter from District's
registered agent attached re: status of FY 2010-
11 AFR and audit report. Could file AFR on
basis of unaudited financials in 60 days;
however, audited financial statements may take
a year or more depending on legal actions.

financial reports

February 2013 Recommendations
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[created by Manatee County]

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
2 | Buckeye Park CDD (Manatee) 19,26 | 70,71, | FY 2010-11 AFR On 9/7/2012, Committee staff received an e- Delay action
73 and Audit Report mail from DEO with letter from District's

registered agent attached re: status of AFR and
audit report. Could file AFR on basis of
unaudited financials in 60 days; however,
audited financial statements may take a year or
more depending on legal actions.

February 2013 Recommendations
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[created by Manatee County]

FY 2009-10 AFR
and Audit Report;
FY 2008-09 AFR
and Audit Report

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
3 | CrossCreek CDD (Manatee) 19,26 | 70,71, | FY 2010-11 AFR In 2011, previous Committee Chairs approved a |  Delay action on
73 and Audit Report; delay of state action due to lack of funds and FY 2010-11

foreclosure issues at CDD.

Based on correspondence from CDD
management company in 12/ 2011 , the
previous Committee approved an extension until
6/30/2012,, since pledge of funds from
landowners/potential new owners not yet
received to complete audit.

In July 2012, since financial reports were not
submitted and no additional communication was
received from registered agent, DEO was
notified to proceed with state action in
accordance with law.

On 9/7/2012, Committee staff received an e-
mail from DEO with letter from District's
registered agent attached re: status of FY 2010-
11 AFR and audit report. Could file AFR on
basis of unaudited financials in 60 days;
however, audited financial statements may take
a year or more depending on legal actions.

financial reports

February 2013 Recommendations
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District Name (County)

District

District

Financial Report(s)
Not Submitted

Comments

Recommendation

4 | Hardee County Housing
Authority (Hardee)

26

56

FY 2010-11 AFR

Correspondence from Authority’s registered
agent on 12/4/ 2012 re: status of AFR stated
that, until recently, the Authority had been
without a quorum for almost two years, waiting
on governor to appoint new members. New
board working to appoint auditor to complete
audits for FY 2009-10, 2010-11, and 2011-12.

On 2/7/2013, spoke with Authority’s registered
agent regarding status. Auditor has been hired;
Board is meeting on 2/10/2013 with
management company regarding audits.

Delay action

5 | Lakeside Landings CDD (Polk)

[created by City of Winter
Haven]

15

41

FY 2010-11 Audit
Report

On 11/15/2012, Committee staff received an e-
mail from District's registered agent re: status of
FY 2010-11 audit report. AFR was submitted on
basis of unaudited financials; however, there are
not funds for audit since the “developer and
majority landowner has abandoned project. The
lands within District are being marketed for sale
to a new owner. When a new owner is located,
the District will have its audit completed.”

Delay action

February 2013 Recommendations
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District Name (County)

District

District

Financial Report(s)
Not Submitted

Comments

Recommendation

6 | Morningside CDD (Bay)

[created by Town of Cedar
Grove, which was dissolved in
October 2008 — local governing
authority is now Bay County]

1

5,6

FY 2010-11 Audit
Report; FY 2009-10
Audit Report

Per registered agent in 12/2011, no one can
locate developer, and District is unable to pay
for audit due to lack of funds. Bank is trying to
foreclose on land, but has been unsuccessful to
date.

On 10/9/2012, Committee staff received an e-
mail from District's registered agent re: status of
FY 2010-11 audit report. It stated that “the
District is waiting on funding, and if received,
will have the audit completed.” It further stated
that “At this time we are unable to estimate
when the audit will be completed.”

Correspondence from registered agent’s office
on 2/8/ 2013 stated that the District’s situation
has not changed.

Continue to delay
action

7 | Oakmont Grove CDD (Polk)

[created by Polk County]

15

41

FY 2010-11 AFR
and Audit Report

On 10/9/2012, Committee staff received an e-
mail from DEO with letter from District's
registered agent t attached re: status of FY
2010-11 AFR and audit report. It stated that “the
District is waiting on funding, and if received,
will have the audit completed.” It further stated
that "At this time we are unable to estimate
when the audit will be completed or the AFR
filed."

Delay action

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee
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Authority (Santa Rosa)

[created by Chapter 348, Part
IX, F.S., now Part 1V]

and Audit Report;
FY 2009-10 Audit
Report; FY 2008-09
Audit Report

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
8 | Santa Rosa Bay Bridge 2 2,3 | FY 2010-11 AFR At April 4, 2011 meeting, Committee approved | Continue to delay

to delay state action until a later date since
correspondence from registered agent in April
2011 stated that Authority does not have funds
to pay for an audit and expects that soon there
will not be sufficient funds for bond payments.
Same situation as in previous years (Authority
only has restricted funds, which cannot be used
to pay for an audit. DOT's Inspector General's
Office compiles financial statements for
Authority and also staffs day-to-day operations
of Authority.)

On June 30, 2011, the Authority was unable to
make its $5 million bond payment, and the
trustee alerted the bondholders to the default.
Since the bonds were not backed by the full
faith and credit of the state the state is not liable
for the debt. DOT continues to operate and
maintain the bridge.

At December 4, 2011 meeting, Committee
approved to delay state action until a later date.
FY 2009-10 AFR was submitted to DFS on
12/21/2011.

Pending update on current status- left voicemail
message on 2/11/2013.

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee

action

Page 15 of 21



[created by Manatee County]

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
9 | Southbay CDD (Manatee) 18,21, | 67,68, | FY 2007-08 Audit In August 2010, previous Chairs approved delay | Continue to delay
23 69 Report of state action until a later date since District is action

unable to pay for an audit due to lack of
funding. Negotiations are ongoing with all
relevant parties to redress situation.

At April 4, 2011 meeting, Committee approved
to continue to delay state action until a later date
since District's situation has not changed.
Correspondence received from registered agent
on 9/30/2011 indicates that the District’s
situation has not changed.

Correspondence from CDD management
company on 11/15/ 2011 stated that the
District’s situation has not changed.

Pending update on current status- left voicemail
message on 2/11/2013.

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee
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CDD (Hernando)

[created by City of Brooksville]

Report

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
10 | Southern Hills Plantation 11l 18 34,35 | FY 2010-11 Audit FY 2010-11 AFR submitted to DFS on Delay action

8/3/2012.

On 10/9/2012, Committee staff received an e-
mail from DEO with letter from District's
registered agent attached re: status of FY 2010-
11 audit report. It stated that “the District is
waiting on funding, and if received, will have
the audit completed.’ It further stated that "At
this time we are unable to estimate when the
audit will be completed."”

Correspondence from registered agent’s office
on 2/8/ 2013 stated that the District’s situation
has not changed.

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee
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[created by City of Bradenton]

FY 2008-09 Audit
Report

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
11 | Tidewater Preserve CDD 18 55 FY 2009-10 AFR In August 2010, previous Committee Chairs Continue to delay
(Manatee) and Audit Report; approved no state action since District is in action

process of dissolving.

At April 4, 2011 meeting, Committee approved
to delay state action until a later date since
correspondence from registered agent in March
2011 stated that City of Bradenton (City) has
passed an ordinance to allow dissolution of the
District subject to no objection by Manatee
County (County). The County has objected for
reasons addressed in his letter, which has
delayed the dissolution.

Correspondence received from registered agent
on 9/30/2011 indicates that the County still has
objections. The city attorney will be attempting
to mediate a resolution shortly which will allow
the County to withdraw its objections.

Sent letter to County on 10/13/2011, requesting
status of dissolution.

Per correspondence received from registered
agent on 11/17/2011 , no change in District’s
situation; he has not heard from the County
either.

Letter received from County Administrator for
County on 1/30/2013, regarding status relating
to dissolution of District. County is working
with City toward resolution of issues.

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee
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(Broward)

[created by Miami-Dade
County]

and Audit Report;
FY 2009-10 AFR

and Audit Report;
FY 2008-09 AFR

and Audit Report;

FY 2007-08 Audit
Report

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
12 | Vizcaya in Kendall CDD 40 115 | FY 2010-11 AFR In August 2010, previous Committee Chairs Continue to delay

approved delay of state action until a later date
since developer has filed bankruptcy and bank is
looking at property, but no agreement yet. No
funds for audit now, but anticipate having audit
performed once situation is resolved.

At April 4, 2011 meeting, Committee approved
to continue to delay state action until a later date
since District's situation has not changed. Per a
telephone conversation with the District’s
registered agent on 10/13/2011, the District is in
the process of finalizing agreements with the
District’s two new owners. Once everything is
finalized and the District returns to active
development, he expects progress to be made
toward getting all financial requirements of the
District current.

Per telephone conversation with registered agent
on 10/13/2011, District is in process of
finalizing agreements with its new owners, and
he expects progress to be made toward getting
all financial requirements of the District current
once active development is underway.

Per correspondence from registered agent on
12/2/2011, new developer is providing funds to
cover costs of audits for FY 2007-08 through
FY 2010-11. Audits should be starting soon.

Pending update on current status- left voicemail
message on 2/11/2013.

action

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee
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[created by Polk County]

District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
13 | Westridge CDD (Polk) 15 41 FY 2010-11 AFR On 10/9/2012, Committee staff received an e- Delay action
and Audit Report mail from DEO with letter from District's

registered agent attached re: status of FY 2010-
11 AFR and audit report. It stated that “the
District is waiting on funding, and if received,
will have the audit completed.” It further stated
that "At this time we are unable to estimate
when the audit will be completed or the AFR
filed."

Correspondence from registered agent’s office
on 2/8/ 2013 stated that the District’s situation
has not changed.

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee
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District Name (County) Senate | House | Financial Report(s) Comments Staff
District | District Not Submitted Recommendation
14 | Zephyr Ridge CDD (Pasco) 17 38 FY 2010-11 AFR Per registered agent in 12/2011, the District is Delay action
and Audit Report; unable to pay for audit due to lack of funds.
' District is currently trying to foreclose on
[created by Pasco County] FY 2009_'10 AFR developer on behalf of bondholders.
and Audit Report

On 10/9/2012, Committee staff received an e-
mail from DEO with letter from District's
registered agent attached re: status of FY 2010-
11 AFR and audit report. It stated that “the
District is waiting on funding, and if received,
will have the audit completed.” It further stated
that "At this time we are unable to estimate
when the audit will be completed or the AFR
filed."

On 2/8/2013, Committee staff received a status
update from registered agent’s office. An
auditor has been engaged to perform audit.

February 2013 Recommendations

Prepared by Staff of the Legislative Auditing Committee

Page 21 of 21



Dubose, Kathy

From:

Sent:

To:

Cc:

Subject:
Attachments:

DAVID WARD <DAVIDWARD@AUD.STATE.FL.US>
Tuesday, Sepiember 11, 2012 4:56 PM

Mayfield, Debbie

Dubose, Kathy; White, Deborah

2010-11 FY Section 11.45(7)(a}, FS, Notification
Attachment A and B for LAC.xish

Pursuant to Section 11.45(7)(a), Florida Statutes, this letter is to notify you of the results of our determination as to
which local governmental entities were required to provide for an audit for the 2010-11 fiscal year but failed to do
so. A separate notification regarding district school boards, charter schools, and charter technical career centers that
failed to provide for an audit for the 2010-11 fiscal yeat was made to you in an email dated June 25, 2012. A recap
of our determination for local governmental entities as of September 11, 2012, is as follows:

Individual  Entity Reports 66 384 791 1,241

Received

Included in Another Enitity's n/a n/a 444 444
Audit Report (2)

Not Required to File (3) n/a 7 243 250
Unable to Determine Whether n/a 2 23 25
Audit Was

Required (4]

Did Not File Requited Audit 0 17 42 59
Report

T'otal Entities. 66 410 1,543 2,019

(1) The consolidated city/county government of Jacksonville/Duval County is
classified as a municipality for purposes of this letter.

(2) Includes dependent special districts that were included in audit reports of counties
ot municipalities.

(3) Entities did not meet the threshold fot required submission of audit reports.

(4) Unable to obtain sufficient information to determine whether these entities met
the threshold requiring submission of audit reports.

For the 2010-11 fiscal year, pursuant to Section 218.39(1), Florida Statutes, the following local governments wete
requited to provide for an annual financial audit of their accounts and records within 9 months after the end of their
respective fiscal year:

e FEach county _

» FEach municipality with revenues, or the total of expenditures and expenses, in excess of $250,000

¢ FBach municipality with revenues, or the total of expenditures and expenses, between $100,000 and
$250,000 that has not been subject to a financial audit for the two preceding fiscal years

1




e Tach speciai district with revenues, or the total of expenditures and expenses, in excess of $100,000
e Fach special district with tevenues, or the total of expenditures and expenses, between $50,000 and
$100,000 that has not been subject to a financial audit for the two preceding fiscal years

Section 218.39(7), Florida Statutes, requires that any financial audit teport required under Section 218.39(1), Florida
Statutes, be submitted to the Auditor General within 45 days after delivery of the audit report to the local
governmental entity, but no later than 9 months after the end of the fiscal year of the local governmental
entity. The following is 2 summary of those local governmental entities that did not submit audit repotts to us:

e A total of 59 local governmental entities that were required to provide for an audit for the 2010-11 fiscal year
have not submitted an audit report to us. These local governmental entities are listed on Attachment A,

* An additional 25 local governmental entities may have been required to provide for an audit for the 2010-11
fiscal year, but have not submitted an audit report to us. Because sufficient financial information was not readily
available, it was not practical for us to determine whether an audit was required. These local governmental
entities are listed on Attachment B,

Please advise if you or your staff have any questions regarding this information.

Attachments

David T. Ward, CPA

Audit Supervisor

Auditor General, State of Florida
111 West Madison Street, 401A
Tallzhassee, FL 32399-1450
Office (850) 488-0960

FAX  (850) 488-4403

Tn the event your response contains information that may be considered sensitive or confidential pursuant to Federal or State law, please
do not send that information via e-mail. Please contact me to make alternative arrangements to provide the information.




Alphabetical List of Local Governmental Entities Attachment A
For Which 2010-11 Fiscal Year Audit Reports
Have Not Been Received - Audit Was Required
Applicable
Note
MUNICIPALITIES
1|Alford, Town of 1,3
2|Astatula, Town of 1
3(Belle Glade, City of 1,3
4|Belleair, Town of 1,3
5(Boynton Beach, City of 1,3
6[Chattahoochee, City of 1,3
7|Esto, Town of 1,2,3
8|Gretna, Town of 1,3
9|Montverde, Town of 1,3
10{Noma, Town of 1
11|North Miami, City of 1,3
12|Quincy, City of 1,3
13|Springfield, City of 1
14|St. Lucie Village, Town of 1
15|Sweetwater, City of 1,3
16|Vernon, City of 1,3
17(Westville, Town of 1
INDEPENDENT SPECIAL DISTRICTS
1[Baker Fire District 1,2
2|Bella Verde Golf Community Development District 1,2,4
3|Buckeye Park Community Development District 1,3
4|Chapel Creek Community Development District 1,3
5[City Center Community Development District 1
6|City Gate Community Development District 1
7|Cordoba Ranch Community Development District 1,2,4
8|CrossCreek Community Development District 1,2,4
9(Deer Run Community Development District 1,3
10|Dorcas Fire District 1
11|Eastpoint Water And Sewer District 1,3
12|Greater Lakes/Sawgrass Bay Community Development District 1,3
13|Hamilton County Development Authority 1
14|Hendry-LaBelle Recreation Board 1,3
15|Highland Meadows Community Development District 1,2,4
16|Lakeside Landings Community Development District 1,4
17|Morningside Community Development District 2,4
18|New River Community Development District 1,4
19|Northwest Florida Transportation Corridor Authority 1,3
20(Oakmont Grove Community Development District 1,4
21|Palm River Community Development District 1,4
22[Panther Trace Il Community Development District 1,3
23|Parkway Center Community Development District 1,3
24(Pembroke Harbor Community Development District 1

Page 1 of 2



Alphabetical List of Local Governmental Entities
For Which 2010-11 Fiscal Year Audit Reports
Have Not Been Received - Audit Was Required

Attachment A

Applicable

Note
25(Port St. Joe Port Authority 1
26|River Bend Community Development District 1,3
27Rivercrest Community Development District 1,3
28|RiverPark Community Development District 1,2,4
29(Six Mile Creek Community Development District 1,4
30(South Fork East Community Development District 1,3
31|Southern Hills Plantation Ill Community Development District 1,2,4
32|Sunrise Lakes Phase IV Recreation District 1
33|Suwannee Valley Transit Authority 1
34|Sweetwater Creek Community Development District 1,3
35|Villa Vizcaya Community Development District 1,3
36(Vizcaya in Kendall Community Development District 1,2
37|Wentworth Estates Community Development District 1
38| Westridge Community Development District 1,4
39(Yellow River Soil & Water Conservation District 1
40(Zephyr Ridge Community Development District 1,4

DEPENDENT SPECIAL DISTRICTS

41|Escambia-Pensacola Human Relations Commission 1
42([Hillsborough County Industrial Development Authority 1

NOTES

(1)

Based on previous audit reports or other financial reports filed by the entity, the entity was
required to provide for an audit for the 2010-11 fiscal year.

(2)

According to available financial information, the entity did not provide for an audit for either
of the prior two fiscal years and had revenues or expenditures/expenses in an amount that
requires an audit.

(3)

Entity indicated that the audit was in progress; however, as of September 11, 2012, we had
not received the audit report.

(4)

Entity responded that no funds are available to obtain an audit.
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Dubose, Kathy

From:

Sent:

To:

Ce:

Subject:
Attachments;

Hsigh, Tim W <Tim.Hsieh@myfloridacfo.com>

Tuesday, October 02, 2012 4106 PM

Dubose, Kathy; ‘Jack.Gaskins@deo.myilorida.com'

MARILYN ROSETTI; Smith, Christina; Sweet, Rick; Young, Justin; Hsieh, Tim W
Non-Compliant Local Governments with Section 218,32, F.S. for Fiscal Year 2011
2011 Noncompliant AFR pgf

Local governments are required by Section 218.32, Florida Statutes, to submit an annual financial report (AFR) to the
Department of Financial Services no later than 9 months after the end of the fiscal year. Pursuant to Section
218.32(1)(f}, Florida Statutes, attached is a listing of local governments that did not meet the reporting requirement for
fiscal year 2011. The listing includes those local governments that have not submitted an AFR as of October 1, 2012 {no
date indicated in the “AFR Received” column) and those local governments that submitted an AFR after the due

date. Please note the due date varies depending on the [ocal government’s fiscal year end.

Please contact me at 413-5746 or Tim.Hsieh@myfloridacfo.com or Justin Young at 413-5712 or
Justin.Young@mvyfloridacfo.com if you have any questions.

Timothy Hsieh, CPA

Chief, Bureau of Financial Reporting
Florida Department of Financial Services
200 East Gaines Street

Tallahassee, FL 32399-0354

Tel: 850-413-5746; Fax: 850-413-5548

E-mail: tim.hsieh@myfloridacfo.com




Non-Compliant Local Governments with S.218.32, F.S. for Fiscal Year 2011

Government ID Local Government Name AFR Received
Counties
100034 Lafayette 8/8/2012
100039 Liberty 712/2012
100044 Monroe
Cities
200002 Alford
200010 Astatula
200017 Baldwin 7/16/2012
200018 Bartow 7117/2012
200025 Belleair 8/31/2012
200028 Belleair Shore
200031 Biscayne Park 7126/2012
200036 Boynton Beach
200046 Bushnell 9/28/2012
200049 Campbellton
200053 Caryville
200058 Century 7/5/2012
200059 Chattahoochee 9/24/2012
200076 Crestview 8/7/2012
200087 Deerfield Beach 7/5/2012
200096 Eatonville 8/3/2012
200101 Esto
200112 Fort Myers Beach 9/17/2012
200122 Golden Beach 9/12/2012
200132 Gretna 9/20/2012
200139 Hampton
200143 Hawthorne 8/1/2012
200169 Islandia
200172 Jacob City 7/10/2012
200191 Lake Butler 8/14/2012
200194 Lake Hamilton 9/24/2012
200225 Mangonia Park 8/8/2012
200232 Mayo
200246 Minneola 9/18/2012
200249 Montverde
200259 Noma
200262 North Miami 9/14/2012
200268 Oakland 8/30/2012
200271 Ocean Breeze Park 9/19/2012
200276 Opa-locka
200284 Pahokee 8/2/2012
200297 Paxton
200303 Pierson 8/24/2012
200317 Quincy
200339 Sea Ranch Lakes
200342 Seminole 8/15/2012
200352 Springfield
200358 Sweetwater
200372 Vernon
200375 Virginia Gardens 9/4/2012
200387 Westville
200391 Williston 7/21/2012
200393 Windermere
Notes:

1: FY ended 3/31/11 AFR was due 12/31/11

2: FY ended 6/30/11 AFR was due 3/31/12

Unless noted, the remaining governments' FY ended 9/30/11 AFR was due 6/30/12 As of October 1, 2012
* Indicates Dependent Special District Page 1 of 6



Special Districts
300058
300060
300835
301549
300342
301640
301794
300164
301552
300343
300952
300954
300067
300068
301445
301143
300119
301214
300915
300508
300858
301652
300249
300762
301460
300533
300078
300357
300118
300999
300322
301300
301927
301929
301157
300150
301238
301566
300900
301568
300094
301666
300773
301669
301239
300777
300998
300993
300919
300239
300161
300237

Notes:

Non-Compliant Local Governments with S.218.32, F.S. for Fiscal Year 2011

Government ID Local Government Name

Alachua County Housing Authority *

Alachua Soil and Water Conservation District
Ali-Baba Neighborhood Improvement District *
Allen Plantation Community Development District
Almarante Fire District

Amelia Concourse Community Development District
Aqua Isles Community Development District

Area Housing Commission N

Avelar Creek Community Development District
Baker Fire District

Bartow Community Redevelopment Agency *
Bartow Municipal Airport Development Authority *
Bay Soil & Water Conservation District

Beach Mosquito Control District

Bella Verde Golf Community Development District
Belmont Lakes Community Development District
Bermont Drainage District

Blackman Fire District

Boca Raton Housing Authority *

Brevard County Educational Facilities Authority *
Brooksville Housing Authority *

Buckeye Park Community Development District
Campbellton-Graceville Hospital

Cape Canaveral Beautification Board *

Chapel Creek Community Development District
Charlotte Soil and Water Conservation Dist
Children’s Services Council of Brevard County
Children’s Services Council of Okeechobee County
Chipola River Soil and Water Conservation District
Chipley Housing Authority 2

Circle Square Woods Community Development District
City Center Community Development District

City of Live Oak Community Redevelopment Agency *
City of Perry Community Redevelopment Agency *
Civil Service Board of Santa Rosa County

Columbia County Housing Authority

Community Redevelopment Agency of the Town of Fort Myers Beach *

Cordoba Ranch Community Development District
Crestview Community Redevelopment Agency *
CrossCreek Community Development District
Cypress Cove Community Development District
Cypress Shadows Community Development District
Dania Beach Housing Authority *

Deer Run Community Development District
Deerfield Beach Community Redevelopment Agency *
Deerfield Beach Housing Authority *

Defuniak Springs Housing Authority *

Deland Housing Authority *

Delray Beach Housing Authority !

Delta Farms Water Control District

Dixie Soil and Water Conservation District

Doctors Memorial Hospital

1: FY ended 3/31/11 AFR was due 12/31/11

2: FY ended 6/30/11 AFR was due 3/31/12

Unless noted, the remaining governments' FY ended 9/30/11 AFR was due 6/30/12
* Indicates Dependent Special District

AFR Received

8/23/2012

9/9/2012

8/9/2012

6/29/2012
7/2/2012

7/17/2012
7/17/2012
7/16/2012
7/17/2012

8/8/2012

7/17/2012

8/2/2012

8/3/2012

7/16/2012
7/18/2012
7/12/2012
6/14/2012

7/17/2012
7/19/2012
9/17/2012

8/7/2012

712712012

9/17/2012

7/5/2012

7/1/2012

2/21/2012

7/26/2012

7/17/2012
7/26/2012

As of October 1, 2012
Page 2 of 6



300346
300156
300162
300272
300176
300836
300012
300845
301303
300172
300017
300348
301243
300779
300882
301680
300177
300754
300278
300183
301683
301574
300854
300855
300191
300193
301247
301858
300021
301541
301688
301577
300204
300220
300815
301578
301579
301248
300409
301891
300605
300606
300789
301377
300238
300350
300953
300073
300760
300950
300899
300969
300961

Notes:

Non-Compliant Local Governments with S.218.32, F.S. for Fiscal Year 2011

Government ID

Local Government Name
Dorcas Fire District
Downtown Development Authority City of Miami
Duval Soil and Water Conservation District
East Mulloch Drainage District
Eastpoint Water and Sewer District
East-West Neighborhood Improvement District *
Englewood Area Fire Control District
Escambia-Pensacola Human Relations Commission *
Fiddler's Creek Community Development District #2
Flagler Soil and Water Conservation District
Florida Atlantic Research and Development Authority
Florosa Fire Control District
Flow Way Community Development District
Fort Lauderdale Housing Authority *
Fort Myers Housing Authority *
Fox Branch Ranch Community Development District
Franklin Soil and Water Conservation District
Gainesville Housing Authority *
Gateway Services Community Development District
Gilchrist County Housing Authority
Grand Bay at Doral Community Development District
Greater Lakes/Sawgrass Bay Community Development District
Gretna Housing Authority *
Gretna Neighborhood Improvement District *
Hamilton County Development Authority
Hamilton County Soil and Water Conservation District
Harbour Lake Estates Community Development District
Hardee County Housing Authority
Hastings Drainage District
Hawthorne Community Redevelopment Agency *
Hawthorne Mill Community Development District
Heights Community Development District, The
Hendry-La Belle Recreation Board
Heritage Isles Community Development District
Hialeah Housing Authority *
Highland Lakes Community Development District
Highland Meadows Community Development District
Highlands County Housing Authority
Highlands Road and Bridge District
Hillcrest Preserve Community Development District
Hillsborough County Industrial Development Authority *
Hillsborough Educational Facilities Authority *
Hollywood Housing Authority *
Holmes County Housing Authority
Holmes Creek Soil and Water Conservation Dist
Holt Fire District
Housing Authority of Bartow*
Housing Authority of Brevard County
Housing Authority of Springfield *
Housing Authority of Tarpon Springs *
Housing Authority of The City of Fernandina Beach *
Housing Authority of The City of Fort Pierce 2
Housing Authority of The City of Lakeland *

1: FY ended 3/31/11 AFR was due 12/31/11

2: FY ended 6/30/11 AFR was due 3/31/12

Unless noted, the remaining governments' FY ended 9/30/11 AFR was due 6/30/12
* Indicates Dependent Special District

AFR Received
9/24/2012
7/23/2012

7/13/2012

7/21/2012

8/14/2012
7/29/2012
7/10/2012

8/1/2012
9/24/2012

9/10/2012
7/12/2012
3/28/2012
7/13/2012

7/20/2012

9/20/2012
9/20/2012

712712012
7/21/2012

8/2/2012
8/1/2012
9/10/2012
7/13/2012
9/14/2012
7/25/2012

9/10/2012

8/6/2012

9/14/2012

7/19/2012

8/29/2012

5/18/2012
8/7/2012

4/13/2012

As of October 1, 2012
Page 3 of 6



Non-Compliant Local Governments with S.218.32, F.S. for Fiscal Year 2011

Government ID
300962
300908
300797
300978
301378
300241
300251
300250
300252
301813
301853
300988
300957
300179
301699
301290
300281
300638
300640
300301
300987
300302
300756
301702
300311
300870
300657
300330
301706
300973
300659
300334
300661
301587
301862
300340
301588
300837
301590
300834
300028
301709
301394
300893
300499
300997
301884
300967
300686
301715
300758
301209
301349

Notes:

Local Government Name
Housing Authority of The City of Mulberry *
Housing Authority of The City of Orlando *
Housing Authority of The City of Pompano Beach *
Housing Authority of The City of Sarasota *
Huntington Community Development District
Indian River County Housing Authority
Jackson County Hospital District
Jackson County Soil and Water Conservation District
Jefferson Soil and Water Conservation District
Kenmare at Lake Annie Community Development District
Lake Beluthahatchee Community Development District
Lake Butler Community Redevelopment Agency *
Lake Wales Housing Authority *
Lanark Village Water and Sewer District
Lauderhill Housing Authority *
Lee County Educational Facilities Authority *
Lee County Housing Authority
Lee County Industrial Development Authority *
Lee Soil and Water Conservation District
Levy County Housing Authority
Live Oak Housing Authority *
Levy Soil and Water Conservation District
Macclenny Housing Authority 2
Mainstreet Community Development District (Lee County)
Manatee County Housing Authority
Marianna Housing Authority *
Martin County Health Facilities Authority *
Martin Soil and Water Conservation District
Mayfair Community Development District (Polk County)
Milton Housing Authority !
Monroe County Comprehensive Plan Land Authority *
Monroe County Housing Authority
Monroe County Industrial Development Authority *
Moultrie Creek Community Development District
Naples Reserve Community Development District
Nassau Soil and Water Conservation District
New River Community Development District
Niles Garden Neighborhood Improvement District *
North Miami Community Redevelopment Agency *
North Miami Health Facilities Authority *
Northwest Florida Regional Housing Authority
Northwest Florida Transportation Corridor Authority
Oakmont Grove Community Development District
Ocala Housing Authority *
Orange Hill Soil and Water Conservation Distr
Ormond Beach Housing Authority *
Osceola County Expressway Authority
Palatka Housing Authority *
Palm Beach County Health Facilities Auth *
Palm River Community Development District
Panama City Housing Authority *
Panther Trace Community Development District

Panther Trace Il Community Development District

1: FY ended 3/31/11 AFR was due 12/31/11

2: FY ended 6/30/11 AFR was due 3/31/12

Unless noted, the remaining governments' FY ended 9/30/11 AFR was due 6/30/12
* Indicates Dependent Special District

AFR Received

7/27/2012
7/18/2012
7/20/2012

7/3/2012

8/19/2012

8/14/2012

7/3/2012
7/18/2012
8/6/2012
7/5/2012

8/23/2012
1/17/2012
7/19/2012

5/2/2012

7/3/2012

7/16/2012

2/6/2012

8/1/2012
8/8/2012

9/14/2012
9/14/2012

8/29/2012
7/26/2012

6/5/2012
8/7/2012

8/10/2012

As of October 1, 2012
Page 4 of 6



Non-Compliant Local Governments with S.218.32, F.S. for Fiscal Year 2011

Government ID
300228
300415
300417
301827
300465
301716
300865
300704
300436
301829
300189
301211
300806
301149
300368
300208
301508
301184
301725
300925
300290
300985
300153
300461
300470
300471
300109
300157
301404
301409
301732
301734
300947
301415
300045
300110
300478
300476
300047
300887
300299
300480
301834
300294
300112
301337
300190
301442
301920
300482
300979
301616
301283

Notes:

Local Government Name
Parkway Center Community Development District
Pasco County Housing Authority
Pasco Heights Road and Bridge District
Pembroke Harbor Community Development District
Pinecraft Lighting District
Pinellas County License Board
Plant City Housing Authority *
Polk County Industrial Development Authority *
Polk Soil and Water Conservation District
Polk Transit Authority
Port St. Joe Port Authority
Preserve at Wilderness Lake Community Dev Dist
Punta Gorda Housing Authority !
Quincy Community Redevelopment Agency *
Ranger Drainage District
Ridge Water Control District
River Bend Community Development District
Rivercrest Community Development District
RiverPark Community Development District
Riviera Beach Housing Authority *
San Carlos Estates Water Control District
Sanford Housing Authority *
Santa Fe Soil and Water Conservation District
Santa Rosa Bay Bridge Authority
Seminole County Expressway Authority
Seminole County Housing Authority
South Broward Hospital District
South Dade Soil and Water Conservation District
South Fork East Community Development District
Southern Hills Plantation [l Community Development District
Southwest Florida Expressway Authority
Springfield Community Redevelopment Agency *
St. Petersburg Housing Authority *
Suncoast Community Development District
Sunny Isles Reclamation and Water Control Board
Sunrise Lakes Phase IV Recreation District
Suwannee County Conservation District
Suwannee County Housing Authority
Suwannee Valley Transit Authority
Tallahassee Housing Authority *
Tallahassee-Leon County Civic Center Authority
Taylor Soil and Water Conservation District
Terra Bella Community Development District (New)
Tice Fire Protection and Rescue Service District
Tindall Hammock Irrigation and Soil Conservation District
Town of Eatonville Community Redevelopment Agency *
Tupelo Soil and Water Conservation District
Tuscany Community Development District
Twin Creeks Community Development District
Union County Housing Authorityl
Venice Housing Authority *
Villa Vizcaya Community Development District

Vizcaya Community Development District

1: FY ended 3/31/11 AFR was due 12/31/11

2: FY ended 6/30/11 AFR was due 3/31/12

Unless noted, the remaining governments' FY ended 9/30/11 AFR was due 6/30/12
* Indicates Dependent Special District

AFR Received
9/27/2012
7/17/2012

8/14/2012

7/23/2012

8/3/2012

8/9/2012
4/17/2012

7/13/2012
7/17/2012

8/8/2012

7/17/2012

9/8/2011
8/31/2012

8/3/2012

8/8/2012

7/23/2012
8/25/2012

8/28/2012
8/9/2012
9/20/2012
7/12/2012
8/9/2012
8/3/2012
7/12/2012
712712012

1/17/2012
1/17/2012
9/19/2012

As of October 1, 2012
Page 5 of 6



301519
300741
300743
300491
301754
301621
301434
300928
301435
300236
301622
301342
301758
301759
301760
301761
301762
301763
301764
301765
300963
300910
301436
300356
301625
Other Entities
500007
500021
500020
500044
500012

Notes:

Non-Compliant Local Governments with S.218.32, F.S. for Fiscal Year 2011

Government ID

Local Government Name
Vizcaya in Kendall Community Development District
Volusia County Health Facilities Authority *
Volusia County Industrial Development Authority *

Woakulla Soil and Water Conservation District

Waterleaf Community Development District (Hillsborough Co)

Waterstone Community Development District

Wentworth Estates Community Development District
West Palm Beach Housing Authority !

West Villages Improvement District

Westchase East Community Development District
Westlake Village Community Development District
Westridge Community Development District

Williams Community Development District Number Five
Williams Community Development District Number Four
Williams Community Development District Number One
Williams Community Development District Number Seven
Williams Community Development District Number Six
Williams Community Development District Number Three
Williams Community Development District Number Two
Williston Community Redevelopment Agency *

Winter Haven Housing Authority *

Winter Park Housing Authority *

Woodlands Community Development District

Yellow River Soil & Water Conservation Dist

Zephyr Ridge Community Development District

Apalachee Regional Planning Council

Florida Intergovernmental Financing Commission
Florida Ports Financing Commission

Florida Rural Utility Financing Commission

South Florida Regional Planning Council

1: FY ended 3/31/11 AFR was due 12/31/11

2: FY ended 6/30/11 AFR was due 3/31/12

Unless noted, the remaining governments' FY ended 9/30/11 AFR was due 6/30/12
* Indicates Dependent Special District

AFR Received

7/17/2012

9/11/2012
8/31/2012

1/18/2012
7/26/2012

8/2/2012
9/10/2012

8/23/2012
8/23/2012
8/23/2012
8/23/2012
8/23/2012
8/23/2012
8/23/2012
7/21/2012

7/3/2012
7/13/2012

8/30/2012
9/28/2012

As of October 1, 2012
Page 6 of 6



11.40 Legislative Auditing Committee.—

(2) Following notification by the Auditor General, the Department of Financial
Services, or the Division of Bond Finance of the State Board of Administration of
the failure of a local governmental entity, district school board, charter school, or
charter technical career center to comply with the applicable provisions within s.
11.45(5)-(7), s. 218.32(1), or s. 218.38, the Legislative Auditing Committee may
schedule a hearing to determine if the entity should be subject to further state
action. If the committee determines that the entity should be subject to further
state action, the committee shall:

(@) Inthe case of a local governmental entity or district school board, direct the
Department of Revenue and the Department of Financial Services to withhold any
funds not pledged for bond debt service satisfaction which are payable to such
entity until the entity complies with the law. The committee shall specify the date
such action shall begin, and the directive must be received by the Department of
Revenue and the Department of Financial Services 30 days before the date of the
distribution mandated by law. The Department of Revenue and the Department of
Financial Services may implement the provisions of this paragraph.

(b) In the case of a special district, notify the Department of Economic
Opportunity that the special district has failed to comply with the law. Upon
receipt of notification, the Department of Economic Opportunity shall proceed
pursuant to s. 189.4044 or s. 189.421.

(c) Inthe case of a charter school or charter technical career center, notify the
appropriate sponsoring entity, which may terminate the charter pursuant to ss.
1002.33 and 1002.34.



189.4044 Special procedures for inactive districts.—

(1) The department shall declare inactive any special district in this state by
documenting that:

(a) The special district meets one of the following criteria:

1. The registered agent of the district, the chair of the governing body of the
district, or the governing body of the appropriate local general-purpose
government notifies the department in writing that the district has taken no action
for 2 or more years;

2. Following an inquiry from the department, the registered agent of the
district, the chair of the governing body of the district, or the governing body of
the appropriate local general-purpose government notifies the department in
writing that the district has not had a governing board or a sufficient number of
governing board members to constitute a quorum for 2 or more years or the
registered agent of the district, the chair of the governing body of the district, or
the governing body of the appropriate local general-purpose government fails to
respond to the department’s inquiry within 21 days;

3. The department determines, pursuant to s. 189.421, that the district has
failed to file any of the reports listed in s. 189.419;

4. The district has not had a registered office and agent on file with the
department for 1 or more years; or

5. The governing body of a special district provides documentation to the
department that it has unanimously adopted a resolution declaring the special
district inactive. The special district shall be responsible for payment of any
expenses associated with its dissolution.

(b) The department, special district, or local general-purpose government
published a notice of proposed declaration of inactive status in a newspaper of
general circulation in the county or municipality in which the territory of the
special district is located and sent a copy of such notice by certified mail to the
registered agent or chair of the board, if any. Such notice must include the name of
the special district, the law under which it was organized and operating, a general
description of the territory included in the special district, and a statement that
any objections must be filed pursuant to chapter 120 within 21 days after the
publication date; and

(c) Twenty-one days have elapsed from the publication date of the notice of
proposed declaration of inactive status and no administrative appeals were filed.

(2) If any special district is declared inactive pursuant to this section, the
property or assets of the special district are subject to legal process for payment of
any debts of the district. After the payment of all the debts of said inactive special
district, the remainder of its property or assets shall escheat to the county or
municipality wherein located. If, however, it shall be necessary, in order to pay any



such debt, to levy any tax or taxes on the property in the territory or limits of the
inactive special district, the same may be assessed and levied by order of the local
general-purpose government wherein the same is situated and shall be assessed
by the county property appraiser and collected by the county tax collector.

(3) In the case of a district created by special act of the Legislature, the
department shall send a notice of declaration of inactive status to the Speaker of
the House of Representatives and the President of the Senate. The notice of
declaration of inactive status shall reference each known special act creating or
amending the charter of any special district declared to be inactive under this
section. The declaration of inactive status shall be sufficient notice as required by
s. 10, Art. Il of the State Constitution to authorize the Legislature to repeal any
special laws so reported. In the case of a district created by one or more local
general-purpose governments, the department shall send a notice of declaration
of inactive status to the chair of the governing body of each local general-purpose
government that created the district. In the case of a district created by interlocal
agreement, the department shall send a notice of declaration of inactive status to
the chair of the governing body of each local general-purpose government which
entered into the interlocal agreement.

(4) The entity that created a special district declared inactive under this section
must dissolve the special district by repealing its enabling laws or by other
appropriate means. Any special district declared inactive pursuant to

subparagraph (1)(a)5. may be dissolved without a referendum.
History.—s. 10, ch. 89-169; s. 10, ch. 97-255; s. 143, ch. 2001-266; s. 17, ch. 2004-305; s. 12, ch. 2011-144; s.
3, ch. 2012-16.



189.421 Failure of district to disclose financial reports.—

(1)(a) If notified pursuant to s. 189.419(1), (4), or (5), the department shall
attempt to assist a special district in complying with its financial reporting
requirements by sending a certified letter to the special district, and, if the special
district is dependent, sending a copy of that letter to the chair of the local
governing authority. The letter must include a description of the required report,
including statutory submission deadlines, a contact telephone number for
technical assistance to help the special district comply, a 60-day deadline for filing
the required report with the appropriate entity, the address where the report
must be filed, and an explanation of the penalties for noncompliance.

(b) A special district that is unable to meet the 60-day reporting deadline must
provide written notice to the department before the expiration of the deadline
stating the reason the special district is unable to comply with the deadline, the
steps the special district is taking to prevent the noncompliance from reoccurring,
and the estimated date that the special district will file the report with the
appropriate agency. The district’'s written response does not constitute an
extension by the department; however, the department shall forward the written
response to:

1. If the written response refers to the reports required under s. 218.32 or s.
218.39, the Legislative Auditing Committee for its consideration in determining
whether the special district should be subject to further state action in accordance
with s. 11.40(2)(b).

2. If the written response refers to the reports or information requirements
listed in s. 189.419(1), the local general-purpose government or governments for
their consideration in determining whether the oversight review process set forth
ins. 189.428 should be undertaken.

3. If the written response refers to the reports or information required under s.
112.63, the Department of Management Services for its consideration in
determining whether the special district should be subject to further state action
in accordance with s. 112.63(4)(d)2.

(2) Failure of a special district to comply with the actuarial and financial
reporting requirements under s. 112.63, s. 218.32, or s. 218.39 after the
procedures of subsection (1) are exhausted shall be deemed final action of the
special district. The actuarial and financial reporting requirements are declared to
be essential requirements of law. Remedy for noncompliance shall be by writ of
certiorari as set forth in subsection (4).

(3) Pursuant to s. 11.40(2)(b), the Legislative Auditing Committee shall notify
the department of those districts that fail to file the required reports. If the
procedures described in subsection (1) have not yet been initiated, the
department shall initiate such procedures upon receiving the notice from the



Legislative Auditing Committee. Otherwise, within 60 days after receiving such
notice, or within 60 days after the expiration of the 60-day deadline provided in
subsection (1), whichever occurs later, the department, notwithstanding the
provisions of chapter 120, shall file a petition for writ of certiorari with the circuit
court. Venue for all actions pursuant to this subsection is in Leon County. The court
shall award the prevailing party attorney’s fees and costs unless affirmatively
waived by all parties. A writ of certiorari shall be issued unless a respondent
establishes that the notification of the Legislative Auditing Committee was issued
as a result of material error. Proceedings under this subsection are otherwise
governed by the Rules of Appellate Procedure.

(4) Pursuant to s. 112.63(4)(d)2., the Department of Management Services
may notify the department of those special districts that have failed to file the
required adjustments, additional information, or report or statement after the
procedures of subsection (1) have been exhausted. Within 60 days after receiving
such notice or within 60 days after the 60-day deadline provided in subsection (1),
whichever occurs later, the department, notwithstanding chapter 120, shall file a
petition for writ of certiorari with the circuit court. Venue for all actions pursuant
to this subsection is in Leon County. The court shall award the prevailing party
attorney’s fees and costs unless affirmatively waived by all parties. A writ of
certiorari shall be issued unless a respondent establishes that the notification of
the Department of Management Services was issued as a result of material error.
Proceedings under this subsection are otherwise governed by the Rules of

Appellate Procedure.

History.—s. 10, ch. 79-183; s. 79, ch. 81-259; s. 27, ch. 89-169; s. 80, ch. 92-279; s. 55, ch. 92-326; s. 961, ch.
95-147; s. 32, ch. 96-410; s. 20, ch. 97-255; s. 21, ch. 2004-305; s. 23, ch. 2011-34; s. 16, ch. 2011-144; s. 19,
ch. 2012-5.

Note.—Formers. 189.008.



218.32 Annual financial reports; local governmental entities.—

(1)(a) Each local governmental entity that is determined to be a reporting
entity, as defined by generally accepted accounting principles, and each
independent special district as defined in s. 189.403, shall submit to the
department a copy of its annual financial report for the previous fiscal year in a
format prescribed by the department. The annual financial report must include a
list of each local governmental entity included in the report and each local
governmental entity that failed to provide financial information as required by
paragraph (b). The chair of the governing body and the chief financial officer of
each local governmental entity shall sign the annual financial report submitted
pursuant to this subsection attesting to the accuracy of the information included in
the report. The county annual financial report must be a single document that
covers each county agency.

(b) Each component unit, as defined by generally accepted accounting
principles, of a local governmental entity shall provide the local governmental
entity, within a reasonable time period as established by the local governmental
entity, with financial information necessary to comply with the reporting
requirements contained in this section.

(c) Each regional planning council created under s. 186.504, each local
government finance commission, board, or council, and each municipal power
corporation created as a separate legal or administrative entity by interlocal
agreement under s. 163.01(7) shall submit to the department a copy of its audit
report and an annual financial report for the previous fiscal year in a format
prescribed by the department.

(d) Each local governmental entity that is required to provide for an audit
under s. 218.39(1) must submit a copy of the audit report and annual financial
report to the department within 45 days after the completion of the audit report
but no later than 9 months after the end of the fiscal year.

(e) Each local governmental entity that is not required to provide for an audit
under s. 218.39 must submit the annual financial report to the department no
later than 9 months after the end of the fiscal year. The department shall consult
with the Auditor General in the development of the format of annual financial
reports submitted pursuant to this paragraph. The format must include balance
sheet information used by the Auditor General pursuant to s. 11.45(7)(f). The
department must forward the financial information contained within the annual
financial reports to the Auditor General in electronic form. This paragraph does not
apply to housing authorities created under chapter 421.

(f) If the department does not receive a completed annual financial report
from a local governmental entity within the required period, it shall notify the
Legislative Auditing Committee and the Special District Information Program of the



Department of *Economic Opportunity of the entity’s failure to comply with the
reporting requirements.

(g) Each local governmental entity’s website must provide a link to the
department’s website to view the entity’s annual financial report submitted to the
department pursuant to this section. If the local governmental entity does not
have an official website, the county government’s website must provide the
required link for the local governmental entity.

(2) The department shall annually by December 1 file a verified report with the
Governor, the Legislature, the Auditor General, and the Special District Information
Program of the Department of Economic Opportunity showing the revenues, both
locally derived and derived from intergovernmental transfers, and the
expenditures of each local governmental entity, regional planning council, local
government finance commission, and municipal power corporation that is
required to submit an annual financial report. The report must include, but is not
limited to:

(a) The total revenues and expenditures of each local governmental entity that
is a component unit included in the annual financial report of the reporting entity.

(b) The amount of outstanding long-term debt by each local governmental
entity. For purposes of this paragraph, the term “long-term debt” means any
agreement or series of agreements to pay money, which, at inception,
contemplate terms of payment exceeding 1 year in duration.

(3) The department shall notify the President of the Senate and the Speaker of
the House of Representatives of any municipality that has not reported any
financial activity for the last 4 fiscal years. Such notice must be sufficient to initiate
dissolution procedures as described in s. 165.051(1)(a). Any special law authorizing
the incorporation or creation of the municipality must be included within the

notification.

History.—s. 2, ch. 73-349; s. 15, ch. 77-165; s. 46, ch. 79-164; s. 5, ch. 79-183; s. 4, ch. 79-589; s. 42, ch. 80-
274; s.18, ch. 81-167; s. 16, ch. 83-55; s. 2, ch. 83-106; s. 43, ch. 89-169; s. 55, ch. 91-45; s. 93, ch. 92-152; s.
90, ch. 92-279; s. 55, ch. 92-326; s. 36, ch. 94-249; s. 18, ch. 96-324; s. 8, ch. 2000-152; s. 5, ch. 2000-264; s.
62, ch. 2001-266; s. 26, ch. 2004-305; s. 25, ch. 2011-34; s. 85, ch. 2011-142; s. 18, ch. 2011-144.
'Note.—The reference to the Department of Economic Opportunity was substituted for a reference to the
Department of Community Affairs by the editors. Section 65, ch. 2011-142, transferred the Special District
Information Program to the Department of Economic Opportunity from the Department of Community
Affairs.



218.39 Annual financial audit reports.—

(1) If, by the first day in any fiscal year, a local governmental entity, district
school board, charter school, or charter technical career center has not been
notified that a financial audit for that fiscal year will be performed by the Auditor
General, each of the following entities shall have an annual financial audit of its
accounts and records completed within 9 months after the end of its fiscal year by
an independent certified public accountant retained by it and paid from its public
funds:

(a) Each county.

(b) Any municipality with revenues or the total of expenditures and expenses
in excess of $250,000, as reported on the fund financial statements.

(c) Any special district with revenues or the total of expenditures and expenses
in excess of $100,000, as reported on the fund financial statements.

(d) Each district school board.

(e) Each charter school established under s. 1002.33.

(f) Each charter technical center established under s. 1002.34.

(g) Each municipality with revenues or the total of expenditures and expenses
between $100,000 and $250,000, as reported on the fund financial statements,
which has not been subject to a financial audit pursuant to this subsection for the
2 preceding fiscal years.

(h) Each special district with revenues or the total of expenditures and
expenses between $50,000 and $100,000, as reported on the fund financial
statement, which has not been subject to a financial audit pursuant to this
subsection for the 2 preceding fiscal years.

(2) The county audit report must be a single document that includes a financial
audit of the county as a whole and, for each county agency other than a board of
county commissioners, an audit of its financial accounts and records, including
reports on compliance and internal control, management letters, and financial
statements as required by rules adopted by the Auditor General. In addition, if a
board of county commissioners elects to have a separate audit of its financial
accounts and records in the manner required by rules adopted by the Auditor
General for other county agencies, the separate audit must be included in the
county audit report.

(3)(a) A dependent special district may provide for an annual financial audit by
being included in the audit of the local governmental entity upon which it is
dependent. An independent special district may not make provision for an annual
financial audit by being included in the audit of another local governmental entity.

(b) A special district that is a component unit, as defined by generally accepted
accounting principles, of a local governmental entity shall provide the local
governmental entity, within a reasonable time period as established by the local



governmental entity, with financial information necessary to comply with this
section. The failure of a component unit to provide this financial information must
be noted in the annual financial audit report of the local governmental entity.

(4) A management letter shall be prepared and included as a part of each
financial audit report.

(5) At the conclusion of the audit, the auditor shall discuss with the chair of the
governing body of the local governmental entity or the chair’s designee, the
elected official of each county agency or the elected official’s designee, the chair of
the district school board or the chair’s designee, the chair of the board of the
charter school or the chair’s designee, or the chair of the board of the charter
technical career center or the chair’s designee, as appropriate, all of the auditor’s
comments that will be included in the audit report. If the officer is not available to
discuss the auditor’s comments, their discussion is presumed when the comments
are delivered in writing to his or her office. The auditor shall notify each member
of the governing body of a local governmental entity, district school board, charter
school, or charter technical career center for which:

(a) Deteriorating financial conditions exist that may cause a condition
described in s. 218.503(1) to occur if actions are not taken to address such
conditions.

(b) A fund balance deficit in total or for that portion of a fund balance not
classified as restricted, committed, or nonspendable, or a total or unrestricted net
assets deficit, as reported on the fund financial statements of entities required to
report under governmental financial reporting standards or on the basic financial
statements of entities required to report under not-for-profit financial reporting
standards, for which sufficient resources of the local governmental entity, charter
school, charter technical career center, or district school board, as reported on the
fund financial statements, are not available to cover the deficit. Resources
available to cover reported deficits include fund balance or net assets that are not
otherwise restricted by federal, state, or local laws, bond covenants, contractual
agreements, or other legal constraints. Property, plant, and equipment, the
disposal of which would impair the ability of a local governmental entity, charter
school, charter technical career center, or district school board to carry out its
functions, are not considered resources available to cover reported deficits.

(6) The officer’s written statement of explanation or rebuttal concerning the
auditor’s findings, including corrective action to be taken, must be filed with the
governing body of the local governmental entity, district school board, charter
school, or charter technical career center within 30 days after the delivery of the
auditor’s findings.

(7) All audits conducted pursuant to this section must be conducted in
accordance with the rules of the Auditor General adopted pursuant to s. 11.45.



Upon completion of the audit, the auditor shall prepare an audit report in
accordance with the rules of the Auditor General. The audit report shall be filed
with the Auditor General within 45 days after delivery of the audit report to the
governing body of the audited entity, but no later than 9 months after the end of
the audited entity’s fiscal year. The audit report must include a written statement
describing corrective actions to be taken in response to each of the auditor’s
recommendations included in the audit report.

(8) The Auditor General shall notify the Legislative Auditing Committee of any
audit report prepared pursuant to this section which indicates that an audited
entity has failed to take full corrective action in response to a recommendation
that was included in the two preceding financial audit reports.

(@) The committee may direct the governing body of the audited entity to
provide a written statement to the committee explaining why full corrective action
has not been taken or, if the governing body intends to take full corrective action,
describing the corrective action to be taken and when it will occur.

(b) If the committee determines that the written statement is not sufficient, it
may require the chair of the governing body of the local governmental entity or
the chair’s designee, the elected official of each county agency or the elected
official’s designee, the chair of the district school board or the chair’s designee, the
chair of the board of the charter school or the chair’s designee, or the chair of the
board of the charter technical career center or the chair’'s designee, as
appropriate, to appear before the committee.

(c) If the committee determines that an audited entity has failed to take full
corrective action for which there is no justifiable reason for not taking such action,
or has failed to comply with committee requests made pursuant to this section,
the committee may proceed in accordance with s. 11.40(2).

(9) The predecessor auditor of a district school board shall provide the Auditor
General access to the prior year’s working papers in accordance with the
Statements on Auditing Standards, including documentation of planning, internal
control, audit results, and other matters of continuing accounting and auditing
significance, such as the working paper analysis of balance sheet accounts and
those relating to contingencies.

(10) Each charter school and charter technical career center must file a copy of
its audit report with the sponsoring entity; the local district school board, if not the
sponsoring entity; the Auditor General; and with the Department of Education.

(11) This section does not apply to housing authorities created under chapter
421.

(12) Notwithstanding the provisions of any local law, the provisions of this

section shall govern.
History.—s. 65, ch. 2001-266; s. 924, ch. 2002-387; s. 28, ch. 2004-305; s. 2, ch. 2006-190; s. 2, ch. 2009-
214; 5. 20, ch. 2011-144; 5. 25, ch. 2012-5; 5. 1, ch. 2012-38.



Audit Findings Not Corrected
Educational Entities and Counties



Audit Findings Not Corrected — Educational Entities and Counties: Materials Provided

1. Summary: Failure to Correct Audit Findings — Educational Entities and Local
Governments

2. Audit Findings Reported to the Committee:

State College and Universities
District School Boards
Charter Schools

County Constitutional Officers

O O O O

3. Notifications from the Auditor General



Failure to Correct Audit Findings
Educational Entities and Local Governments

Recent legislation provides the Joint Legislative Auditing Committee (Committee) with the authority to
take action against educational and local governmental entities that fail to correct audit findings reported
in three successive audits.

Statutory Authority

Colleges and Universities: The Auditor General is required to notify the Committee of any financial
or operational audit report prepared pursuant to s. 11.45, F.S., (reports prepared by the Auditor
General) which indicates that a state university or Florida College System institution has failed to take
full corrective action in response to a recommendation that was included in the two preceding
financial or operational audit reports. Upon notification,

o0 (1) The Committee may direct the governing body of the state university or Florida College
System institution to provide a written statement to the Committee explaining why full
corrective action has not been taken, or, if the governing body intends to take full corrective
action, describing the corrective action to be taken and when it will occur.

o (2) If the Committee determines that the written statement is not sufficient, the Committee
may require the chair of the governing body of the state university of Florida College System
institution, or the chair’s designee to appear before the Committee.

o (3) If the Committee determines that the state university or Florida College System institution
has failed to take full corrective action for which there is no justifiable reason or has failed to
comply with Committee requests made pursuant to this section, the Committee may proceed
in accordance with s. 11.40(2), F.S." [s. 11.45(7)(j), F.S.]

Other Educational Entities and Local Governmental Entities: The Auditor General is required to
notify the Committee of any audit report prepared pursuant to s. 218.39, F.S., (reports prepared by
private CPAs for audits of school districts, charter schools, counties, municipalities, and special
districts) which indicates that an audited entity has failed to take full corrective action in response to a
recommendation that was included in the two preceding audit reports. Upon notification,

o0 (1) The Committee may direct the governing body of the audited entity to provide a written
statement to the Committee explaining why full corrective action has not been taken, or, if
the governing body intends to take full corrective action, describing the corrective action to be
taken and when it will occur.

o (2) If the Committee determines that the written statement is not sufficient, the Committee
may require the chair of the governing body of the local governmental entity or the chair’s
designee, the elected official of each county agency or the elected official's designee, the
chair of the district school board or the chair's designee, the chair of the board of the charter
school or the chair's designee, or the chair of the board of the charter technical career center
or the chair’s designee, as appropriate, to appear before the Committee.

o (3) If the Committee determines that the audited entity has failed to take full corrective action
for which there is no justifiable reason for not taking such action, or has failed to comply with
Committee requests made pursuant to this section, the Committee may proceed in
accordance with s. 11.40(2), F.S. [s. 218.39(8), F.S.]

0 Section 11.40(2), F.S., provides that the Committee may schedule a hearing to determine if
the entity should be subject to further state action. If the Committee determines that the entity
should be subject to further state action, the Committee shall:

= (@) In the case of a local governmental entity or district school board, direct the
Department of Revenue and the Department of Financial Services to withhold any

! Current provisions of s. 11.40(2), F.S., do not include any action applicable to colleges and universities.
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funds not pledged for bond debt service satisfaction which are payable to such entity
until the entity complies with the law. The Committee shall specify the date such
action shall begin, and the directive must be received by the Department of Revenue
and the Department of Financial Services 30 days before the date of the distribution
mandated by law. The Department of Revenue and the Department of Financial
Services may implement the provisions of this paragraph.

= (b) In the case of a special district, notify the Department of Economic Opportunity
that the special district has failed to comply with the law. Upon receipt of naotification,
the Department of Economic Opportunity shall proceed pursuant to s. 189.4044 or s.
189.421.

= (c) In the case of a charter school or charer technical career center, notify the
appropriate sponsoring entity, which may terminate the charter pursuant to ss.
1002.33 and 1002.34.

Notifications Received from the Auditor General

The Committee received the first notifications from the Auditor General during late 2012. The Auditor
General is required by law to conduct audits of state universities, Florida College System institutions, and
district school boards.? Also, the Auditor General routinely reviews financial audits of district school
boards, charter schools, and local governmental entities that are performed by independent, private
CPAs. Based on all of these audits, the Auditor General reported the following breakdown of the
educational entities and counties that have failed to correct audit findings:

- - 3

Type of Entity Nu?ﬁﬁ%‘“‘;;: dl?;;s_eat Total Number of Repeat Findings
Colieges 5 ’ 8
Universities 4 12 rected
District School Boards 33 ‘ 33~ 44 c:é::
Charter Schools 27* 27 b § Meeh’rj
Counties 36° AEG- 179

Note; The Committee has also received notifications for Municipalities and Special Districts; these will
be provided at the next Committee meeting.

Commiittee Action

If the Committee members decide to take action, the first step is to direct the governing body of each
entity (or selected entities) to provide a written statement to the Committee to explain the corrective action
that has occurred or is planned or to provide the reasons no corrective action is planned.

%Al district school boards are required to have an annual financial audit performed. District school boards in countics with a population
less than 150,000 are audited annually by the Auditor General; district school boards in Jarger counties are audited once every three years
by the Auditor General and by a private CPA during the other years.

3 For the purpose of this document, repeat lindings are those which have also been reported in the two prior audits; therefore, the auditor
has reported these findings a minimum of three times in successive audits.

¥ These charter schools are located in 19 countics,

> Separute audils are conducted of most County Constitutional Officers (Board of Countly Commissioners, Tax Collector, Property
Appraiser, Clerk of Circuit Court, Supervisor of Elections, and the Sherift); repeat audit findings were reporied for 90 Constitutional
Officers in these counties.
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State Colleges and Universities

Failed to Take Full Corrective Action in Response to a Recommendation that was Included in the
2010-11 Fiscal Year Operational Audit Report and the Two Preceding Operational Audit Reports®

Institution Name

Audit Finding

Broward College

Needed to strengthen its procedures for assessing user fees.

Chipola College

Had not developed and tested a written disaster recovery plan for its information technology (IT) operations.

Florida Keys Community College

Records did not always include a written analysis or other documentation to evidence the basis used for costs and market
adjustment amounts included in the calculation of continuing workforce education course fees.

Records did not always include a written analysis or other documentation to evidence the basis used for costs and market
adjustment amounts included in the calculation of recreation and leisure course fees.

Procedures for ensuring that full-time faculty’s work schedules are complete and accurate needed improvement.

Florida State College at Jacksonville

Some inappropriate and unnecessary IT access privileges existed.

Hillsborough Community College

Certain IT policies and procedures were in development or existed only in draft form and had not been approved by management.

Had not developed a written, comprehensive IT risk assessment.

Florida Atlantic University

Contrary to Section 1009.285, F.S., some students enrolled in the same undergraduate credit class more than twice received an
exception from paying full instructional costs more than once for the same class.

Controls over decentralized collections needed improvement.

Controls over the issuance of complimentary athletic event tickets needed improvement.

Procedures for monitoring purchasing card usage needed improvement.

Florida International University

Controls over parking citation receivables needed improvement.

Controls over tangible personal property needed improvement.

Vehicle usage logs were not always complete and did not always include evidence of supervisory review.

Procedures for monitoring motor fuel consumption needed improvement.

Controls over its credit card programs needed improvement.

University of Florida

Procedures for documenting and monitoring alternate work location agreements needed improvement.

Needed to establish an adequate alternate IT processing facility.

University of South Florida

Needed to improve controls over its purchasing card program.

! These operational audits have been conducted by the Office of the Auditor General. Pursuant to Section 11.45(2)(f), F.S., the Auditor General is required to
conduct an operational audit of the accounts and records of state universities and state colleges at least once every three years.
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District School Boards

Failed to Take Full Corrective Action in Response to a Recommendation that was Included in the
2010-11 Fiscal Year Audit Report and the Two Preceding Audit Reports®

District School Board

Audit Finding

Bay

Financial reporting procedures could be improved to ensure that information is properly reported on the financial statements.

Procedures for reviewing information technology (IT) access privileges needed enhancement as some inappropriate or unnecessary access
privileges existed within the District.

Bradford The IT disaster recovery plan could be enhanced.
The District lacked written policies and procedures for certain IT functions.
The District had not classified IT data according to sensitivity or level of significance, or maintained documentation of user access authorization.
An IT security awareness training program had not been implemented.
The District did not have a formal program change methodology that documented the IT program change process and did not restrict
programmers from accessing or updating production programs and data.
Certain IT security controls related to logging, user authentication, and data loss prevention needed improvement.

Columbia The District lacked written policies and procedures for certain IT functions.
The District did not independently test and approve IT program changes or restrict programmers from accessing or updating production data.
Procedures had not been implemented to review IT logs of the modifications of sensitive or critical tables, files, and transactions.

Dixie The District lacked written policies and procedures for certain IT functions.

Escambia Required background screenings for certain District employees and a non-instructional contractor were not timely obtained.
Records did not evidence that independent reconciliations of child care fee collections and deposits with projected fee collections based on
attendance records and approved fee rates were performed.

Franklin Financial reporting procedures could be improved to ensure that information is properly reported on the financial statements.

Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida
Department of Education.

! The majority of these 2010-11 Fiscal Year audits were conducted by the Auditor General; the exceptions are the audits of Manatee, Palm Beach, Polk, Santa
Rosa, Sarasota, and Volusia District School Boards, which were conducted by private certified public accountants. Pursuant to Section 11.45(2)(e), F.S., the
Auditor General is required to conduct a financial audit annually of the smaller district school boards (counties with a population of less than 150,000) and
once every three years for the larger district school boards. The larger district school boards are required to obtain their own auditor for each of the two years
that the Auditor General does not conduct the audit. The Auditor General is required to conduct an operational audit of all school districts at least once every

three years.




District School Board

Audit Finding

Gadsden

Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida
Department of Education.

A comprehensive written IT disaster recovery plan had not been established.

IT security controls related to logging, monitoring, and review of system activity needed improvement.

The District needs to enhance procedures to ensure that federal Title | program expenditures are necessary and reasonable for the proper and
efficient performance of the program. Questioned costs in the past three years were $27,680 (FY 2010-11), $138,756.04 (FY 2009-10), and
$29,017.84 (FY 2008-09).

Glades Improvements could be made in controls over IT functions relating to oversight of IT operations, written policies and procedures, security
controls, and the disaster recovery plan.

Gulf Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida
Department of Education.
The District lacked written policies and procedures for certain IT functions.

Hardee Improvements are needed to monitor meal costs per school.
Controls over Federal expenditures for the food service program could be enhanced.

Hendry The District lacked written policies and procedures for certain IT functions.

Indian River The District needed to enhance its procedures for timely obtaining background screening and fingerprints for District personnel who have
direct contact with students.
The District did not maintain complete, well-documented procedures to establish the duties and responsibilities of Maintenance Department
personnel in properly monitoring and completing projects, complying with applicable building and life safety codes, and tracking facility and
equipment warranties.
Management of IT access privileges needed improvement.
Improvements were needed in the IT change management process as the District did not restrict programmers from updating production
programs and data.
IT security controls related to user authentication, logging, and monitoring needed improvement.
Procedures to ensure the timely removal of IT access privileges for former employees needed to be enhanced.

Jackson Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida

Department of Education.

February 2013




District School Board

Audit Finding

Jefferson

Financial reporting procedures could be improved to ensure that information is properly reported on the financial statements.

Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida
Department of Education.

Controls over the issuance of student diplomas could be enhanced.

The District lacked written policies and procedures for certain IT functions.

The IT disaster recovery plan lacked key disaster recovery control elements and had not been tested.

The District needed to improve IT security controls related to network and application access and authorization.

A comprehensive IT security awareness training program had not been implemented.

Lafayette The District lacked written policies and procedures for certain IT functions.
Lake The District needed to enhance its payroll processing controls over time records.
Procedures to ensure compliance with certain facility safety standards could be enhanced.
The District lacked written policies and procedures for certain IT functions.
The IT disaster recovery plan had not been tested.
Lee Enhancements were needed in monitoring the required insurance coverage of the District’s charter schools.
Leon Extended Day Enrichment Program fee collection procedures could be strengthened.
The District did not deactivate the IT access privileges of some former employees in a timely manner.
IT security controls related to user authentication needed improvement.
Manatee Improvements were needed in procedures to ensure the accurate reporting of instructional contact hours for adult general education courses
to the Florida Department of Education.
Martin Existing policies relating to ethics and antifraud could be enhanced.
Monroe Financial reporting procedures could be improved to ensure that information is properly reported on the financial statements.

Improvements were needed in controls over food service collections.

The District needed to enhance controls over after school day care and adult education program fees.

Payroll processing procedures could be enhanced to ensure that employee work time is appropriately documented, approved, and paid in
accordance with Board intent.

A formal plan needs to be established to adequately fund the property self-insurance program for wind damage.

Improvements were needed to enhance the accountability and control of gasoline and diesel fuel usage.

The IT disaster recovery plan had not been tested.

Allocations of salaries and benefits charged to the federal Child Nutrition Cluster programs were not adequately documented.

Controls over charges to Federal programs could be improved to help ensure that grant activities are properly managed and monitored and
that Federal funds are only spent for grant activities. Questioned costs in the past three years were $2,072.90 (FY 2010-11), $29,440.50 (FY
2009-10), and $111,312.94 (FY 2008-09).
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District School Board

Audit Finding

Okeechobee

The District needed to enhance controls over school internal fund collections and related deposits.

Financial reporting procedures could be improved to ensure that information is properly reported on the financial statements.

Palm Beach IT access controls within the PeopleSoft application environment and the operating system needed improvement.

The District should consider using an internal service fund to account for and report all of its self-insurance programs in order to provide for
separate accounting and increased transparency.

The District should consider using one bank or a few specific banks that can provide maximum services with the minimum cost and relocate
accounts for the school locations accordingly.

Pinellas Financial reporting procedures could be improved to ensure that information is properly reported on the financial statements.

The District did not timely obtain required background rescreenings for certain District employees.

Subsidiary capital asset records could be improved.

Improvements were needed in controls over maintenance, warehouse, and transportation inventories.

Enhancements were needed in monitoring required insurance coverage of the District’s charter schools.

The District transferred $6,157,936 of student fees from the workforce development program to an unrestricted account during the 2004-05
through 2007-08 fiscal years, contrary to guidance from the Florida Department of Education, and District records did not evidence resolution
of the unauthorized transfers as of January 2012.

During the 2004-05 fiscal year, the District transferred $3,033,923 more from the workforce development program to the General Fund for
reimbursement of indirect costs than was allowable by law. As of January 2012, the District still had not returned these moneys to the
workforce development program account.

The District did not have written policies and procedures for reviewing IT access privileges and some inappropriate access privileges were
allowed to the finance and human resource applications.

IT security controls related to user authentication needed improvement.

The District had not completed a written, comprehensive IT risk assessment.

Polk Improvements are needed to enhance the controls over and the reporting on investments to comply with Board policy.

Putnam During the 2008-09 fiscal year, the District transferred $2,464,721 from the internal service fund to the General fund without making a
determination of the portion that should be credited to Federal programs. Subsequently, District transferred $998,075 back to the internal
service fund; however, as of January 2012, the District still had not made a determination of the portion of the $1,466,646 that should be
credited to Federal programs.

Santa Rosa Improvements could be made in financial reporting procedures to ensure that account balances, transactions, and required supplementary

information are properly reported.

IT risk assessment practices could be improved.

The disaster recovery plan omitted consideration of certain key IT processes.

Certain IT security controls related to user authentication could be enhanced.

February 2013
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District School Board

Audit Finding

Sarasota

Improvements are needed in procedures over the financial reporting process to ensure that all financial statements are prepared in accordance
with generally accepted accounting principles.

The District had not developed a formal IT security policy.

Taylor Bank account reconciliation procedures were not effective.
Financial reporting procedures needed to be improved.
The District needed to enhance its budgetary process and ensure that monthly financial statements are timely provided to the Board.
Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida
Department of Education.
The District lacked written policies and procedures for certain IT functions.

Volusia Improvements were needed in IT program change controls.

Wakulla Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida
Department of Education.
The IT disaster recovery plan lacked key disaster recovery control elements and had not been tested.
IT security controls related to user authentication and data loss prevention needed improvement.

Walton Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida
Department of Education.

Washington Improvements were needed in controls over the reporting of instructional contact hours for adult general education classes to the Florida
Department of Education.
IT security controls related to data loss prevention and management of access privileges needed improvement.

NOTES:

1. Material Weakness: a deficiency, or combination of deficiencies, in internal control such that there is reasonable possibility that one of the following will
not be prevented, or detected and corrected, on a timely basis:
a. a material misstatement of the entity’s financial statements, or
b. material noncompliance with a type of compliance requirement.

For example, a deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement on a timely basis. The severity of the deficiency would determine whether it should be classified as a material weakness, a
significant deficiency, or an additional matter.

2. Significant Deficiency: less severe than a material weakness, yet important enough to merit attention by those charged with governance.
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Charter Schools

Failed to Take Full Corrective Action in Response to a Recommendation that was included in the
2010-11 Fiscal Year Audit Report and the Two Preceding Audit Reports®

County Charter School Audit Finding
Alachua Caring & Sharing The School over-expended the budget of the General Fund.
Learning School The School did not always maintain adequate supporting documentation for its expenditures.
Consequently, it was not always possible to determine that the School’s expenditures were
necessary and reasonable and for an authorized public purpose.
Healthy Learning Inadequate separation of duties. Whenever possible, duties should be separated so that no one
Academy employee has access to both physical assets and the related accounting records or to all phases of a
transaction.
Hoggetowne Middle | Auditor needed to recommend four adjusting journal entries; the School should have procedures in
School place to identify and make these adjustments.
Micanopy Area Auditor needed to recommend six adjusting journal entries; the School should have procedures in
Cooperative School place to identify and make these adjustments.
Bay Bay Haven Charter Significant adjustments to the financial records were made in order for the financial statements to
Academy Elementary | conform to generally accepted accounting principles.
School Inadequate design of internal control over the preparation of the financial statements.
Bay Haven Charter Significant adjustments to the financial records were made in order for the financial statements to
Academy Middle conform to generally accepted accounting principles.
School Inadequate design of internal control over the preparation of the financial statements.
Brevard Imagine Schools at The School’s deductible for Property Damage Liability Insurance is $25,000 per occurrence, not the
West Melbourne $1,000 maximum as required by the charter school agreement.
The School’s deductible for School Leaders’ Errors and Omissions Insurance is $10,000 per
occurrence, not the $5,000 maximum as required by the charter school agreement.
Broward Touchdowns4Life The School’s cash balance was in an overdrawn position as of June 30, 2011.

There were large variances between amounts budgeted verses actual revenue and expenses
incurred.

! These audits have been conducted by private certified public accountants, as required by section 218.39(1), Florida Statutes.




County Charter School Audit Finding
Citrus Academy of Inadequate separation of duties. Employee who maintains accounting records also handles cash
Environmental collections, cosigns checks, and reconciles bank statements. Auditor acknowledges that personnel
Science may not always be available to permit appropriate separation, the auditor thinks it is important that
the School is made aware of the condition.
Escambia Beulah Academy of Inadequate separation of duties. Small size of staff is a factor; however, management should
Science continue to review its internal control structure and separate duties among its staff to the greatest
extent possible so one individual does not perform both custodial and recording functions with
certain assets.
Modifications of original budget amounts were not made in sufficient amounts to prevent actual
expenditures from exceeding budgeted expenditures.
Escambia Charter Inadequate separation of duties. Small size of staff is a factor; however, management should
School continue to review its internal control structure and separate duties among its staff to the greatest
extent possible so one individual does not perform both custodial and recording functions with
certain assets.
Modifications of original budget amounts were not made in sufficient amounts to prevent actual
expenditures from exceeding budgeted expenditures.
Gadsden Crossroad Academy | Management relies on the audit firm to draft the financial statements and related disclosures.
Charter School
Indian River Sebastian Charter Inadequate segregation of duties between authorization, custody, and recordkeeping processes for
Junior High assets. Auditors recognize that small size of staff limits extent to which duties can be separated and
recommend that Board continue its high degree of involvement in financial process.
St. Peter’'s Academy | The payroll-related liabilities were not paid in a timely manner on one occasion during the most
recent audit period.
Leon The School of Arts The School does not have an individual on staff with the accounting education and experience to
and Sciences prepare financial statements in accordance with generally accepted accounting principles and hires
Foundation outside assistance; auditor understands the cost-benefit of hiring someone with the expertise is not
practical.
Manatee Imagine School at Actual expenditures exceeded final budgeted appropriations of the general fund; during the most
Lakewood Ranch recent audit period, the budget was exceeded by $285,954.
Miami-Dade Archimedean There is an increasing amount of accounts receivable due for 90 days or more; need to review the

Academy

collections policy.
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County Charter School Audit Finding
Monroe Treasure Village Inadequate separation of duties. For example, the Principal of the School approves purchases and is
Montessori also a signer on checks.
The School does not have an in-house detail of fixed assets; the current detail was prepared by the
previous auditors.
Orange Nap Ford Inadequate separation of duties. One person has the primary responsibility for most of the
Community School accounting duties.
Rio Grande Charter It was necessary for the auditor to propose several adjusting journal entries relating to the year-end
School of Excellence | closing procedures. Also, additional procedures to ensure timely bank reconciliations should be
implemented and monitored.
Pinellas Academie DaVinci The School does not prepare year-end adjustments to convert its cash basis general ledger to an
Charter School, Inc. accrual basis general ledger, as required by generally accepted accounting principles.
Pinellas Preparatory | Inadequate separation of duties due to small size of staff. Situation dictates that Board of Directors
Academy remains involved in financial affairs to provide oversight and independent review functions.
Polk Central Florida Inadequate separation of duties. The size of the accounting and administrative staff precludes
Speech and Hearing | certain internal controls that would be preferred if the office staff were large enough to provide
Center, Inc.’s A.C.E. optimum separation of duties. This situation suggests that the Board of Directors continue to
Charter School remain involved in the financial affairs to provide oversight and independent review functions.
Seminole Choices in Learning The School’s staff does not have the knowledge and expertise to perform all of the functions
necessary to prepare the financial statements and note disclosures in accordance with generally
accepted accounting principles. It was necessary for the auditor to propose several material
adjustments to the financial statements.
St. Johns ABLE School The auditor noted errors in the following accounts: Cash-Checking, Accounts Receivable, Accounts
Payable, and Deposits Payable. Also, an adjustment was made to the accrued payroll account.
These conditions indicate a lack of attention to the proper maintenance and adjustment of asset
and liability accounts.
The School does not provide a documentation trail (audit trail) to prove that amounts collected
from the cafeteria are deposited into the bank.
Volusia Boston Avenue Inadequate separation of duties. One person has the primary responsibility for most of the

Charter School

accounting duties surrounding the cash receipts function. Management should revise procedures to
include more appropriate separation of duties over cash receipts; where not possible, the Board of
Directors should be aware that closer supervision and review is the most practical method to
minimize this weakness.
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County Charter School Audit Finding

Walton The Seaside School The School relied on the auditor to propose significant adjustments to prepare its annual financial
statements in accordance with generally accepted accounting principles.

NOTES:

1. Material Weakness: a deficiency, or combination of deficiencies, in internal control such that there is reasonable possibility that one of the
following will not be prevented, or detected and corrected, on a timely basis:
a. amaterial misstatement of the entity’s financial statements, or
b. material noncompliance with a type of compliance requirement.

For example, a deficiency in internal control over compliance exists when the design or operation of a control over compliance does not
allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
noncompliance with a type of compliance requirement on a timely basis. The severity of the deficiency would determine whether it should

be classified as a material weakness, a significant deficiency, or an additional matter.

2. Significant Deficiency: less severe than a material weakness, yet important enough to merit attention by those charged with governance.
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County Constitutional Officers

Failed to Take Full Corrective Action in Response to a Recommendation that was included in the

2010-11 Fiscal Year Audit Report and the Two Preceding Audit Reports®

County Constitutional Audit Finding
Officer
Baker Board of County Inadequate separation of duties. To the extent possible, given the availability of personnel, the

Commissioners

County should implement a system of checks and balances. Steps should be taken to separate
employee duties so that no one individual has access to both physical assets and the related
accounting records, or to all phases of a transaction.

Financial reporting. The County should consider and evaluate the costs and benefits of improving
internal controls relative to the financial reporting process.

Clerk of the Circuit
Court

Inadequate separation of duties. To the extent possible, given the availability of personnel, steps
should be taken to separate employee duties so that no one individual has access to both physical
assets and related accounting records, or to all phases of a transaction.

Property Appraiser

Inadequate separation of duties. To the extent possible, given the availability of personnel, steps
should be taken to separate employee duties so that no one individual has access to both physical
assets and related accounting records, or to all phases of a transaction.

Supervisor of

Inadequate separation of duties. To the extent possible, given the availability of personnel, steps

Election should be taken to separate employee duties so that no one individual has access to both physical
assets and related accounting records, or to all phases of a transaction.
Sheriff Inadequate separation of duties. To the extent possible, given the availability of personnel, steps

should be taken to separate employee duties so that no one individual has access to both physical
assets and related accounting records, or to all phases of a transaction.

Noncompliance with rules related to tangible personal property. The Office was unable to produce
a subsidiary record for its tangible personal property and did not conduct physical inventories
during the year.

Financial reporting. The Office should consider and evaluate the costs and benefits of improving
internal controls relative to the financial reporting process.

! These audits have been conducted by private certified public accountants, as required by section 218.39(1), Florida Statutes.




County Constitutional Audit Finding
Officer
Baker Tax Collector Inadequate separation of duties. To the extent possible, given the availability of personnel, steps
should be taken to separate employee duties so that no one individual has access to both physical
assets and related accounting records, or to all phases of a transaction.
Bradford Board of County The County provided funding to four volunteer fire departments and three municipal fire
Commissioners departments through its annual budget process to provide fire protection services within the
unincorporated areas of the County; however, there were no written agreements in effect that
documented the responsibilities and requirements of the parties.
Clerk of the Circuit Inadequate separation of duties. Where feasible, the Clerk should separate incompatible duties.
Court
Property Appraiser Inadequate separation of duties. Where feasible, the Property Appraiser should separate
incompatible duties.
Sheriff Inadequate separation of duties. Where feasible, the Sheriff should separate incompatible duties.
The final budget amendmen t to the FY 2010-11 budget was not submitted and approved until
December 2011, which was after the statutory deadline.
Employee pay rates were not documented in the employees’ personnel files.
Tax Collector Inadequate separation of duties. Where feasible, the Tax Collector should separate incompatible
duties.
Brevard Board of County The County is not in compliance with statutory requirements for expenditures for court-related
Commissioners functions.
The County is not in compliance with statutory requirements related to unclaimed property.
Clerk of the Circuit The Clerk failed to pursue the collection of unpaid court-related balances within the statutory
Court timeframe in 2 out of 25 sample cases tested.
The Clerk lacks adequate systems for the accumulation and reporting of case load data for Article
V compliance with performance measures.
Jurors were not compensated for juror service in a timely manner.
Broward Board of County Improvements in internal controls over the preparation of the Schedule of Expenditures of Federal

Commissioners

Awards and State Financial Assistance are needed to ensure its accuracy and completeness.
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County Constitutional Audit Finding
Officer
Calhoun Property Appraiser Inadequate separation of duties. The auditor recognizes that the small size of the office makes it
impractical to provide total separation of incompatible duties; however, controls should be
implemented to help compensate for the weakness and to provide checks and balances.

Sheriff Inadequate separation of duties. Due to a limited number of employees; the office recognizes that
the cost of its internal control structure should not exceed the benefits expected to be derived
and the inherent limitations of any internal control structure.

Supervisor of Inadequate separation of duties. The auditor recognizes that the small size of the office makes it

Election impractical to provide total separation of incompatible duties; however, controls should be
implemented to help compensate for the weakness and to provide checks and balances.

Tax Collector Inadequate separation of duties. Due to a limited number of employees; the office recognizes that
the cost of its internal control structure should not exceed the benefits expected to be derived
and the inherent limitations of any internal control structure.

No warrants were issued for delinquent personal property taxes as required by law.
Charlotte Board of County Appropriate firewall testing by a qualified third-party provider has not been performed.
Commissioners
Citrus Board of County The fund balances of certain governmental funds, including the General Fund, continue to decline.

Commissioners Although these decreases were budgeted and anticipated by management, the County could find
itself in a deteriorating financial condition should these decreases continue or if emergencies arise
which require unanticipated expenditures.

Dixie Board of County The County payroll system provides overtime pay when the 40-hour work week includes sick time;

Commissioners

as a result, management cannot ensure whether the County is in compliance with Federal labor
laws.

Auditor proposed material adjustments to the County’s financial statements and assisted with the
preparation of the County’s financial statements.

Documentation was not available to support the tax-exempt monthly travel allowances received
by the Commissioners, as required by IRS rules and regulations.

Inadequate internal controls over the administration of state and federal grants.
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County

Constitutional
Officer

Audit Finding

Dixie

Clerk of the Circuit
Court

Inadequate separation of duties. Where possible, the Office should provide compensating
controls.

The Registry Fund has several individual balances that relate to cases that have been inactive or
have been adjudicated for more than five years. The Office should proceed with final disposition
of such unclaimed funds in accordance with state law.

Year-end fund balances are not detailed as the Office does not keep adequate subsidiary ledgers
for the Registry Fund, Cash Bonds Fund, or the Tax Deed Fund.

Inadequate procedures are in place to monitor the transactions of certain Agency Funds (including
the Registry of the Court Fund, Bond Fund, and Tax Deed Fund) to ensure that all collections are
distributed properly.

Collection Performance measures were not met as of June 30, 2011, for Circuit Criminal, County
Criminal, Criminal Traffic, Civil Traffic, and Juvenile Delinquency.

Supervisor of
Election

Inadequate separation of duties. To the extent possible, steps should be taken to separate
employee duties so that no one individual has access to both physical assets and the related
accounting records, or to all phases of a transaction.

Auditor proposed material adjustments to the Office’s financial statements and assisted with the
preparation of the Office’s financial statements.

Sheriff

Certain employees who record cash transactions in the accounting records also have access to
cash collections and perform bank reconciliations. To the extent possible, steps should be taken to
separate employee duties so that no one individual has access to both physical assets and the
related accounting records, or to all phases of a transaction.

Internal controls were not sufficient to ensure accountability of the resources of the Inmate Trust
Fund.

It was necessary for the auditor to assist in the preparation of the Sheriff’s financial statements.

Escambia

Sheriff

Financial activity of the internal service fund is not timely recorded.

The Internal Service Fund in which the Office’s compensated absences balances are recorded has
a significant accumulated deficit. In order for the fund to maintain its classification as an internal

service fund, sufficient charges for services to participating funds should be charged to reimburse
current expenses and eliminate the deficit.

February 2013

4




County Constitutional Audit Finding
Officer
Franklin Board of County Significant adjustments to the financial statements were required for conformity with generally

Commissioners

accepted accounting principles.

Inadequate design of internal controls over the preparation of the financial statements exists.

Clerk of the Circuit
Court

Inadequate separation of duties. In the absence of the ability to hire additional employees,
mitigating procedures, including additional oversight with regard to certain duties, should be
performed regularly.

Inadequate design of internal controls over the preparation of the financial statements exists.

Property Appraiser

Inadequate separation of duties. In the absence of the ability to hire additional employees,
mitigating procedures, including additional oversight with regard to certain duties, should be
performed regularly.

Significant adjustments to the financial statements were required for conformity with generally
accepted accounting principles.

Inadequate design of internal controls over the preparation of the financial statements exists.

Supervisor of
Election

Inadequate separation of duties. In the absence of the ability to hire additional employees,
mitigating procedures, including additional oversight with regard to certain duties, should be
performed regularly.

Significant adjustments to the financial statements were required for conformity with generally
accepted accounting principles.

Inadequate design of internal controls over the preparation of the financial statements exists.

Sheriff

Inadequate separation of duties. In the absence of the ability to hire additional employees,
mitigating procedures, including additional oversight with regard to certain duties, should be
performed regularly.

Significant adjustments to the financial statements were required for conformity with generally
accepted accounting principles.

Inadequate design of internal controls over the preparation of the financial statements exists.

Office expenditures exceeded the approved budget.
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County Constitutional Audit Finding
Officer
Franklin Tax Collector Inadequate separation of duties. In the absence of the ability to hire additional employees,
mitigating procedures, including additional oversight with regard to certain duties, should be
performed regularly.
Significant adjustments to the financial statements were required for conformity with generally
accepted accounting principles.
Inadequate design of internal controls over the preparation of the financial statements exists.
Gadsden Sheriff Certain fees, commissions, and other funds collected by the Office were not timely remitted to the
Board of County Commissioners as required by State law.
Gilchrist Board of County Inadequate separation of duties. To the extent possible, given the availability of personnel, steps
Commissioners should be taken to separate employee duties so that no one individual has access to both physical
assets and the related accounting records, or to all phases of a transaction.
Supervisor of It was necessary for auditor to assist with the preparation of the Office’s financial statements in
Election order to present them in conformity with generally accepted accounting principles.
Sheriff Material adjustments to the Office’s financial statements were required for conformity with
generally accepted accounting principles.
Inadequate separation of duties. Whenever possible, given the availability of personnel, steps
should be taken to separate employee duties so that no one individual has access to both physical
assets and the related accounting records, or to all phases of a transaction.
Gulf Property Appraiser Lack of separation of duties. In the absence of the ability to hire additional employees, mitigating

procedures, including additional oversight with regard to certain duties, should be performed
regularly.

Supervisor of

Lack of separation of duties. In the absence of the ability to hire additional employees, mitigating

Elections procedures, including additional oversight with regard to certain duties, should be performed
regularly.
Sheriff Lack of separation of duties. In the absence of the ability to hire additional employees, mitigating

procedures, including additional oversight with regard to certain duties, should be performed
regularly.
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County Constitutional Audit Finding
Officer

Gulf Tax Collector Lack of separation of duties. In the absence of the ability to hire additional employees, mitigating
procedures, including additional oversight with regard to certain duties, should be performed
regularly.

Hamilton Board of County Recreation receipts did not agree to the number of participants and rate per participant. Also, a

Commissioners markup on concession goods sold should be established, and the profit should be computed

periodically. A comparison should be made of the established markup and the computed markup,
and any significant variance explained.

Hardee Supervisor of Management requested that the auditor prepare the financial statements, including the related

Elections

notes to the financial statements. Material audit adjustments were necessary in order for the
financial statements to be in conformity with generally accepted accounting principles.

Salary payments to the Supervisor of Elections were more than the statutory amount.

Inadequate separation of duties. Bookkeeper initiates, prepares, disburses, and signs checks, and
also prepares bank deposits and bank reconciliations.

Sheriff

Inadequate separation of duties. The bookkeeper initiates, prepares and disburses checks;
prepares the bank deposits and bank reconciliations; and has signature on bank accounts.

Management requested that the auditor prepare the financial statements, including the related
notes to the financial statements.

Material audit adjustments were necessary in order for the financial statements to be in
conformity with generally accepted accounting principles.

Accounting department has inadequate general ledger software.

Tax Collector

Inadequate separation of duties. Due to limited staffing, the Tax Collector initiates, prepares, and
disburses checks and also prepares bank deposits and bank reconciliations. In addition, the Tax
Collector initiates, prepares, and reviews journal entries.
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County

Constitutional
Officer

Audit Finding

Holmes

Board of County
Commissioners

The County’s accounting system does not provide an electronic means to record and account for
encumbrances, which results in extremely inefficient use of staff resources.

The current module used to account for capital assets and depreciation of such assets does not
provide all needed reports.

The County does not maintain a usage or perpetual inventory system for parts and supplies held
in the County’s shop.

Auditors’ assistance was necessary to prepare the financial statements including note disclosures
in accordance with general accepted accounting principles.

Certain receivables, payables, and grant accruals and deferrals were not properly recorded at year
end.

The County did not implement GASB Statement No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other than Pensions.

Eight of 60 building permits tested were issued with incomplete supporting documentation for
fees collected.

Inadequate separation of duties related to ambulance fees and accounts receivable. Also, there is
no formal bad debt policy for accounts receivable.

Clerk of the Circuit
Court

Staff s lack of institutional experience, background, and knowledge of Governmental Accounting
and Financial Accounting Standards prohibits the Office from preparing the financial statements
internally, including full note disclosures, as required by those standards.

Property Appraiser

Staff’s lack of institutional experience, background, and knowledge of Governmental Accounting
and Financial Accounting Standards prohibits the Office from preparing the financial statements
internally, including full note disclosures, as required by those standards.

Supervisor of
Elections

Staff’s lack of institutional experience, background and knowledge of Governmental Accounting
and Financial Accounting Standards prohibits the Office from preparing the financial statements
internally, including full note disclosures, as required by those standards.
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County Constitutional Audit Finding
Officer

Holmes Sheriff Staff’s lack of institutional experience, background, and knowledge of Governmental Accounting
and Financial Accounting Standards prohibits the Office from preparing the financial statements
internally, including full note disclosures, as required by those standards.
Lack of adequate disbursement controls. The Chief Financial Officer’s (CFO) responsibilities
include accounts payable, check register review and approval, and preparation of bank account
reconciliations. The CFO is not an authorized check signer. The CFO has IT rights to create vendors
and general ledger access and authorization.

Tax Collector Staff’s lack of institutional experience, background, and knowledge of Governmental Accounting
and Financial Accounting Standards prohibits the Office from preparing the financial statements
internally, including full note disclosures, as required by those standards.

Jackson Board of County The County has not properly recorded in its fixed assets detail all of the County-owned land.

Commissioners Inadequate separation of duties. The individual responsible for the receipt of payments in the Fire
and Rescue Department also is responsible for the posting of payments and charges to the
accounts receivable ledger and is responsible for the mailing statements.

The Board had not adopted written policies and procedures governing the accounting or
administration of its grant programs.

The Board does not have a policy covering travel reimbursement when an employee with a
County vehicle elects to use their personal car for trips to allow their spouse to accompany them.
The Board does not have a written cell phone or internet usage policy.

Property Appraiser Inadequate separation of duties between employees who have record keeping responsibility and
custody of assets due to limited staff. Continued effort should be made to separate those duties
as much as possible.

Sheriff Inadequate separation of accounting and administrative duties due to limited staff. At a minimum
the Sheriff should receive and review unopened bank statements each month.

Tax Collector Inadequate separation of duties between employees who have record keeping responsibility and
custody of assets due to limited staff. Continued effort should be made to separate those duties
as much as possible.

Jefferson Board of County Overpayments were made to a landlord receiving payment from the Department of Housing and

Commissioners

Urban Development’s HUD Section 8 Housing Assistance Program. Payment amount was not
adjusted to reflect the annual recertification of one applicant as required by grant terms.
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County Constitutional Audit Finding
Officer
Jefferson Board of County Inadequate separation of certain accounting and administrative duties due to limited staff. At a
Commissioners, minimum the Constitutional Officers should receive and review the unopened bank statements
Clerk of the Circuit each month, indicating on the statement evidence of the review.
Court, Property No individual on staff has the accounting education and experience to prepare financial
Appraiser, statements in accordance with generally accepted accounting principles. County must hire a firm;
Supervisor Elections, | auditor understands the cost-benefit ratio of hiring appropriate staff is not practical.
Sheriff, and Tax
Collector
Tax Collector Cash balance did not reconcile to installments collected for next year’s taxes and other amounts
collected. Also, there was approximately $17,723 of undisbursed taxes and fees in excess of tax
installments in the tax account.
Lafayette Board of County The Board has not developed a policies and procedures manual related to its accounting and data
Commissioners processing systems.
Inadequate security procedures for computer access, data backup, and virus protection.
Lee Property Appraiser Certain account balances were not properly reconciled on a periodic basis. Also, the year-end
excess fee calculation was not properly calculated by the statutory deadline.
Levy Board of County It was necessary for the auditor to assist with the preparation of the Board’s financial statements.

Commissioners

Clerk of the Circuit
Court

It was necessary for the auditor to assist with the preparation of the Clerk’s financial statements.

Supervisor of

Inadequate separation of duties due to limited staff. To the extent possible, given the availability

Elections of personnel, steps should be taken to separate employee duties so that no one individual has
access to both physical assets and the related accounting records, or to all phases of a transaction.
It was necessary for the auditor to assist with the preparation of the Supervisor of Elections’
financial statements.

Sheriff Inadequate separation of duties due to limited staff. To the extent possible, given the availability

of personnel, steps should be taken to separate employee duties so that no one individual has
access to both physical assets and the related accounting records, or to all phases of a transaction.

Tax Collector

It was necessary for the auditor to assist with the preparation of the Tax Collectors’ financial
statements.
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County

Constitutional
Officer

Audit Finding

Liberty

Board of County
Commissioners

The auditor identified and corrected numerous posting errors to the general ledger accounts,
which substantially changed the overall financial results. As a result of these adjustments, several
funds incurred expenditures in excess of appropriations.

Grants are administered by various County departments; therefore, management should
periodically monitor the financial activity of those departments and require them to provide
periodic reports on grant activities to the Board. Also, one department should be assigned
responsibility for compiling all grant information necessary for the preparation of the Schedule of
Federal Awards and State Financial Assistance.

Although required, a physical inventory of fixed assets was not performed during the year; also,
the County does not have a fixed asset system in place that would calculate depreciation expense
on fixed assets.

Sheriff

Written policies and procedures were not in place or were not up-to-date for personnel,
purchasing, payroll, investigative funds, property, or other general operations.

Madison

Tax Collector

Inadequate separation of duties. We understand that the size of the Tax Collector’s staff may
preclude certain internal controls that would be preferred if the office staff were larger. However,
we believe that this office should segregate as many duties as possible.

Martin

Board of County
Commissioners

A penetration and vulnerability test of the IT network has not been performed.

There is no formal disaster recovery plan for recovering from a disaster affecting data processing
services and the loss of financial systems and data.

There is no formal process in place for periodic review of access to the County’s General Ledger
and Financial System access.

Sheriff

Access authorization for IT program applications is not documented on standard forms.

Miami-Dade

Board of County
Commissioners

Required documentation relating to some tenants of low income housing was not available at the
Miami-Dade Public Housing Agency (a department of the County).
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County Constitutional Audit Finding
Officer
Miami-Dade | Board of County Controls were not in place at the Miami-Dade Public Housing Agency to ensure the proper

Commissioners recording of all financial information in a timely and accurate manner. As a result, several

(cont.) significant prior year adjustments had to be made to financial information.
The Miami-Dade Public Housing Agency did not comply with all federal requirements regarding
eligibility and tenant recertifications.
Deficiencies were identified related to access to the PeopleSoft Financials system at the Miami-
Dade County Aviation Department.
A number of important weaknesses were noted in The Public Health Trust of Miami-Dade
County’s IT general control environment relating to access controls and certain policies and
procedures. Given these weaknesses, the auditors were unable to rely on specific IT application
controls throughout the significant transaction cycles.

Nassau Sheriff Inadequate separation of duties. One employee signs checks, initiates bank transfers, reconciles
bank statements, and prepares and post journal entries. The auditor recommends that
incompatible accounting duties be separated among employees where it is feasible to do so.
Unclaimed property was not appropriately handled as required by law; auditors noted a significant
number of stale-dated checks.

Okeechobee | Board of County Certain monies collected were not deposited on a daily basis as required by Board policy.

Commissioners Material adjustments were necessary to correct the Board’s trial balances and financial statement.

Orange Supervisor of The Supervisor of Elections did not remit unclaimed property (outstanding checks dating back to

Election 1998) to the State, as required by law.
Osceola Clerk of the Circuit There is no formally documented IT disaster recovery plan.
Court The Clerk did not meet the performance measure standards established by the Clerk of Court
Operations Corporation.
Pasco Board of County Errors in the preparation of the Schedule of Expenditures of Federal Awards and State Projects.
Commissioners
Putnam Supervisor of Inadequate separation of duties; duties should be separated to the extent possible so that no one

Election

employee has access to both physical assets and the related accounting records or to all phases of
a transaction.

It was necessary for the auditor to assist with the preparation of the financial statements; auditors
proposed material adjustments to the financial statements in order to comply with generally
accepted accounting principles.
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County Constitutional Audit Finding
Officer

Putnam Sheriff It was necessary for the auditor to assist with the preparation of the financial statements.

Santa Rosa Board of County Policies related to security deposits at the landfill have not been finalized.

Commissioners Written procedures and written controls have not been developed related to residential and
commercial leases at Navarre Beach.

Suwannee Board of County The Board has not complied with requirements related to the cost of health benefits for retirees;

Commissioners an actuarial study is required in order to disclose related costs in the financial statements.

Union Property Appraiser Inadequate separation of duties. To the extent possible, given the availability of personnel, steps
should be taken to separate employee duties so that no one individual has access to both physical
assets and the related accounting records, or to all phases of a transaction.

Supervisor of Inadequate separation of duties. To the extent possible, given the availability of personnel, steps
Election should be taken to separate employee duties so that no one individual has access to both physical
assets and the related accounting records, or to all phases of a transaction.

Wakulla Board of County Purchase orders are not always used prior to an expenditure taking place as required by the

Commissioners

County Purchasing Policy.

The following deficiencies were noted in the accounting for the State Housing Initiatives Program
(SHIP) grant:

(1) revenues and expenditures were not separately identified and tracked by grant program year;
and

(2) Funds expended and encumbered per the SHIP annual reports could not be precisely
reconciled with the related financial records maintained by the finance office.
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County Constitutional Audit Finding
Officer
Washington Board of County Property, equipment, and infrastructure were not recorded on the capital asset listing, and

Commissioners

property records do not include a complete listing of buildings, land, and infrastructure owned by
the County. Because of the lack of sufficient detail, the capital asset listing is unauditable.

The County did not compute accumulated depreciation on purchases of capital assets prior to
fiscal year ending September 30, 2003, due to the lack of capital asset records.

Inadequate separation of duties. Controls should be implemented to separate custody of assets,
recordkeeping, and authorization to the greatest extent possible.

No individual on staff has the accounting education and experience to properly record more
complex accounting transactions and prepare financial statements in accordance with generally
accepted accounting principles. County has to hire someone to provide bookkeeping services and
a firm to prepare the financial statements; auditor understands that hiring someone with this
expertise may not be cost effective.

Certain accounting transactions were misclassified.

Accounts receivable for EMS charges were not recorded at year end. Contractual adjustments for
EMS were not recorded for part of 2009.

There are no written accounting policies and procedures.

Documentation of personal and/or business use of automobiles does not appear to be in
compliance with Internal Revenue Service regulations.

The County needs to improve their controls over credit cards issued to employees for the
purchase of fuel and general items.

Clerk of the Circuit
Court

Inadequate separation of duties between employees with recordkeeping responsibility and those
with custody of assets. Size of administrative staff limits the ability to achieve ideal separation of
duties; however, the Clerk should remain very active and involved in the day-to-day operations.
Controls should be implemented to help compensate for these weaknesses and to provide
appropriate checks and balances.

No individual on staff has the accounting education and experience to prepare financial
statements in accordance with generally accepted accounting principles. Clerk has to hire a firm;
auditor understands the cost-benefit of hiring someone with this expertise is not practical.
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County Constitutional Audit Finding
Officer
Washington Property Appraiser Inadequate separation of duties between employees with recordkeeping responsibility and those

with custody of assets. Size of administrative staff limits the ability to achieve ideal separation of
duties; however, the Property Appraiser should remain very active and involved in the day-to-day
operations. Controls should be implemented to help compensate for these weaknesses and to
provide appropriate checks and balances.

No individual on staff has the accounting education and experience to prepare financial
statements in accordance with generally accepted accounting principles. Property Appraiser has
to hire a firm; auditor understands the cost-benefit of hiring someone with this expertise is not
practical.

Supervisor of
Elections

Inadequate separation of duties between employees with recordkeeping responsibility and those
with custody of assets. Size of County finance office staff limits the ability to achieve ideal
separation of duties; however, the Board of County Commissioners and Supervisor of Elections
should remain very active and involved in the day-to-day operations. Controls should be
implemented to help compensate for these weaknesses and to provide appropriate checks and
balances.

No individual on staff has the accounting education and experience to prepare financial
statements in accordance with generally accepted accounting principles. The Supervisor of
Elections has to hire a firm; auditor understands the cost-benefit of hiring someone with this
expertise is not practical.

Sheriff

Inadequate separation of duties between employees with recordkeeping responsibility and those
with custody of assets. Size of administrative staff limits the ability to achieve ideal separation of
duties; however, the Sheriff should remain very active and involved in the day-to-day operations.
Controls should be implemented to help compensate for these weaknesses and to provide
appropriate checks and balances.

No individual on staff has the accounting education and experience to prepare financial
statements in accordance with generally accepted accounting principles. The Sheriff has to hire a
firm; auditor understands the cost-benefit of hiring someone with this expertise is not practical.

February 2013

15




County Constitutional Audit Finding
Officer

Washington Tax Collector Inadequate separation of duties between employees with recordkeeping responsibility and those
with custody of assets. Size of staff limits the ability to achieve ideal separation of duties;
however, the Tax Collector should remain very active and involved in the day-to-day operations.
Controls should be implemented to help compensate for these weaknesses and to provide
appropriate checks and balances.

No individual on staff has the accounting education and experience to prepare financial
statements in accordance with generally accepted accounting principles. The Tax Collector has to
hire a firm; auditor understands the cost-benefit of hiring someone with this expertise is not
practical.

No warrants were issued for delinquent personal property taxes as required by state law.

NOTES:

1. Material Weakness: a deficiency, or combination of deficiencies, in internal control such that there is reasonable possibility that one of the
following will not be prevented, or detected and corrected, on a timely basis:
a. amaterial misstatement of the entity’s financial statements, or
b. material noncompliance with a type of compliance requirement.

For example, a deficiency in internal control over compliance exists when the design or operation of a control over compliance does not
allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
noncompliance with a type of compliance requirement on a timely basis. The severity of the deficiency would determine whether it should

be classified as a material weakness, a significant deficiency, or an additional matter.

2. Significant Deficiency: less severe than a material weakness, yet important enough to merit attention by those charged with governance.
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Dubose, Kathy

From: JIM STULTZ <JIMSTULTZ@AUD.STATE.FL.US>

Sent: Thursday, August 09, 2012 3:26 PM

To: Mayfield, Debbie

Cc: Dubose, Kathy; White, Deborah

Subject: 2010-11 Fiscal Year Notification pursuant to Section 11.45(7)(j), Florida Statutes
Attachments: 2011 State Colleges & Universities Recurring Findings Notification.docx

Section 11.45(7)(j), Florida Statutes, requires the Auditor General to notify the Legislative Auditing Committee of
any financial or operational audit report prepared pursuant to Section 11.45, Florida Statutes, which
indicates that a State college or university has failed to take full corrective action in response to a
recommendation that was included in the two preceding financial or operational audit reports.

This email is to notify you that:

e All State colleges and universities have taken full corrective actions in response to our
recommendations in the two preceding financial audit reports.

e For the State colleges and universities on the attached list, our 2010-11 fiscal year operational
audit disclosed that the college or university had failed to take full corrective action in response to
one or more recommendations included in our two preceding operational audit reports.

James R. Stultz, CPA

Audit Manager

Auditor General, State of Florida
jimstultz@aud.state.fl.us

(850) 922-2263




STATE COLLEGES AND UNIVERSITIES THAT FAILED TO TAKE
FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION THAT

WAS INCLUDED IN THE 2010-11 FISCAL YEAR OPERATIONAL AUDIT REPORT
AND THE TWO PRECEDING OPERATIONAL AUDIT REPORTS

REPORT FINDING
COLLEGE / UNIVERSITY NUMBERS NUMBER(S)
2012-038 3
Broward College 2010-097 2
2008-049 3
2012-018 7
Chipola College 2010-039 4
2008-096 2
2012-076 3,4,8
Florida Keys Community College 2010-156 1,2,7
2008-098 3,4,10
2012-073 11
Florida State College at Jacksonville 2010-168 11
2008-163 6
2012-069 3,5
Hillsborough Community College 2010-047 59
2008-038 7,14
2012-095 56,7,9
Florida Atlantic University 2010-131 1,2,4,6
2008-048 1,2,4,7
2012-092 1,2,3,4,5
Florida International University 2010-096 56,8,9 11
2008-120 1,2,7,9,10
2012-072 3,7
University of Florida 2010-078 57
2008-045 9,19
2012-132 3
University of South Florida 2010-077 4
2008-079 9




Dubose, Kathy

From: GREG CENTERS <GREGCENTERS@AUD.STATE.FL.US>
Sent: Monday, September 10, 2012 8:59 AM

To: Mayfield, Debbie

Cc: Dubose, Kathy; White, Deborah

Subject: 2010-11 Fiscal Year Notification of Recurring DSB Findings
Attachments: 2011 DSB Recurring Findings For LAC Chair.docx

Representative Mayfield,

Section 218.39(8), Florida Statutes, requires the Auditor General to notify the Legislative Auditing Committee of
any audit report prepared pursuant to Section 218.39, Florida Statutes, which indicates that an audited
entity has failed to take full corrective action in response to a recommendation that was included in the
two preceding financial audit reports.

This email is to notify you of those district school boards for which the 2010-11 fiscal year audits disclosed
that the district school board had failed to take full corrective action in response to one or more
recommendations included in the two preceding financial audit reports. Please see the attached document
containing the name of the district school board and a reference to the recurring findings. We have also
included those district school boards with operational audit findings for the 2010-11 fiscal year that were
included in the two preceding operational audit reports (i.e., Auditor General combined financial,
operational, and Federal Single Audit report(s) or Auditor General operational audit report(s)).

Sincerely,
Greg

Gregory L. Centers, CPA
Audit Manager

Auditor General, State of Florida
gregcenters@aud.state.fl.us
(850) 487-9039




DISTRICT SCHOOL BOARDS THAT FAILED TO TAKE

FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION THAT

WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT

AND THE TWO PRECEDING AUDIT REPORTS

REPORT
DISTRICT SCHOOL BOARDS NUMBERS FINDING NUMBER(S)
- ) “!]. . .
2012 ég7 Financial 1,8
Bay 201?138 Financial 1,5
2010-133 Financial 1,2
- ) “!]. . .
2012 227 Financial 2,3,4,5,6,7
Bradford 2011-120 Financial 6,7,8,9,10,11
2010-129 Financial 6,7,8,9,10,11
- . . .
2012-051. pg. 24511 Financial 3,4,5
Columbia 2011-112 Financial 3,45
2010-142 Financial 3,4,5
- ) “!]. . .
2012 éés Financial 3
Dixie 2011-131 Financial 6
2010-111 Financial 4
2012-037, pg. 6 Operational 3,7
Escambia 2009-029 Operational 5,6
2006-181 Operational 8,6
- . - -
2012-134. pg. éj‘l Financial 1,6
Frankiin 2011-137 Financial 1,8
2010-126 Financial 1,7
2012-149, paq. Financial 3,6,8, Federal
56 3
Gadsden 2011-163 Financial 7,12,13,
Federal 2
2010-166 Financial 6,2,12, Federal




DISTRICT SCHOOL BOARDS THAT FAILED TO TAKE

FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION THAT

WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT

AND THE TWO PRECEDING AUDIT REPORTS

- . . -
2012-093, pg. 283 Financial 3
Glades 2011-092 Financial 5,6,7,8
2010-085 Financial 3,4,5,6
- “!]. . .
2012 ggg Financial 3, 4
Gulf 2011-067 Financial 4, 5
2010-050 Financial 5, 3
4’—@-2012'229 ' Financial 4, Federal 1
Hardee 201?115 Financial 3, Federal 1
2010-057 Financial 1, Federal 1
- . . -
2012-158. pa. éi8 Financial 4
Hendry 2011-091 Financial 7
2010-140 Financial 7
2012-036, pg. 6 | Operational 3,4,6,7,8,9
. . Operational
Indian River 2011-055 45891011
2010-075 Financial 4,5,2,10,11,8
- “!]. . .
2012 ggo Financial 5
Jackson 201?160 Financial 6
2010-103 Financial 1
- . . -
2012-168, pg. 228 Financial 1,6,7,8,9,10,11
Jefferson o Financial
2011-154 1,10,9,12,13,14,11
2010-146 Financial 3,6,7,9,10,11,8




DISTRICT SCHOOL BOARDS THAT FAILED TO TAKE
FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION THAT

WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT

AND THE TWO PRECEDING AUDIT REPORTS

2012-109, pa. . .
54 Financial 5
Lafayette 2011-100 Financial 3
2010-098 Financial 2
2012-077,pg. 6 | Operational 3,7,10,14
CPA Firm FY
2009-10 Management Letter 1
Lake CPA Firm FY
T 2008-09 Management Letter 1
Operational
2009-067 451516
2006-205 Operational 10, 2, 3
2006-171 IT 8,12
2012-063, pg. 9 Operational 5
Lee 2009-048 Operational 4
2006-197 Operational 11
- . - -
2012-136. pg. égG Financial 2,8,11
CPA Firm FY
Leon 2009-10 10-06
CPA Firm FY 08-3
2008-09
2009-189 Operational 2,9,8
2006-191 Operational 1
2006-165 IT5,4
CPA Firm FY
2010-11, pq. 11-01
Manatee 197
2011-050 Operational 9
CPA Firm FY
2008-09 09-2




DISTRICT SCHOOL BOARDS THAT FAILED TO TAKE
FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION THAT

WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT
AND THE TWO PRECEDING AUDIT REPORTS

2012-029, pg. 3 Operational 1
Martin 2011-056 Operational 1
2010-072 Financial 2
Financial
4':_Qg;
2012 %0 1,9,10,11,12,14,15
— Federal 1,2
Financial
Monroe 2011-170 1,3,11,2,13,9,16 Federal
3,2
Financial
2010-181 4.6,9,10,7,13,8,20
Federal 2,1
- ) “!]. . .
2012-140 Financial 1,2
Okeechobee 23
2011-143 Financial 1,2
2010-149 Financial 1,2
CPA Firm FY
2010-11, pq. 2009-1,2009-2,2010-2
229
Palm Beach 2011-168 Financial 11
CPA Firm FY
~ 5009-10 2009-1,2009-2,2010-2
CPA Firm FY
~ 5008-09 2009-1,2009-2,2009-6
2012-150, pg. | Financial 2,8,10,13,
74 15,17,18,19,22,20
. 2010-1, 2010-2, ML IT
02%8‘% Access Issue 1, ML IT
E— Risk Assessment
. . 2009-1, 2009-4
Pinell ) ,
Inefias % Observation #3,
—_ Observation #2
Operational
2009-186 14, 4,7,16,11,12,19
Operational
2006-188 13,1,3,12,14,15,9




DISTRICT SCHOOL BOARDS THAT FAILED TO TAKE

FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION THAT

WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT

AND THE TWO PRECEDING AUDIT REPORTS

CPA Firm
2010-11, pa. 2011-01
Polk 200
CPA Firm
5009-10 2010-01
2010-171 9
- .
2012-167. pg. é€157 Federal 3
Putnam 2011-162 Federal 1
2010-152 Federal 1
CPA Firm
Santa Rosa 2010-11. pa. 65 IC2009-1, ML2011-4
2011-133 1,9,10,11
2010-128 1,345
CPA Firm
2010-11, pq. 2010-1,2010-5
Sarasota 187
CPA Firm
2009-10 2010-1,2010-5
2010-069 Financial 1
2010-044 Operational 7
- ’ “!]. . .
2012 égs Financial 1,2,3,8,9
Taylor 2011-161 Financial 2,1.4.6.12
2010-170 Financial 3,4,2,11,12
CPA Firm
2010-11, pg. 4 2011-4
Volusia CPA Firm 3
2009-10
2010-059 3




DISTRICT SCHOOL BOARDS THAT FAILED TO TAKE
FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION THAT

WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT
AND THE TWO PRECEDING AUDIT REPORTS

- . . .
2012-148, pg. Financial 6,7,9
Wakulla 61
2011-146 Financial 2,8,9
2010-080 Financial 1,4,6
= 0 - -
2012-127. pg. Financial 4
Walton 26
2011-066 Financial 4
2010-054 Financial 1
- . . .
2012-154. pg. Financial 3,7
Washington 57
9 2011-144 Financial 4,6
2010-119 Financial 3,6




Dubose, Kathy

From: DAVID WARD <DAVIDWARD@AUD.STATE.FL.US>

Sent: Wednesday, August 01, 2012 1:56 PM

To: Mayfield, Debbie

Cc: Dubose, Kathy; White, Deborah

Subject: 2010-11 FY notification pursuant to Section 218.39(8), Florida Statutes
Attachments: 2011 CS uncorrected findings notification.docx

Section 218.39(8), Florida Statutes, requires the Auditor General to notify the Legislative Auditing Committee of
any audit report prepared pursuant to Section 218.39, Florida Statutes, which indicates that an audited entity has
failed to take full corrective action in response to a recommendation that was included in the two preceding
financial audit reports.

This email is sent to notify you that the charter schools on the attached listing have failed to take full corrective
action in response to a recommendation that was included in the 2010-11 fiscal year financial audit report and the
two preceding financial audit reports.

David T. Ward, CPA

Audit Supervisor

Auditor General, State of Florida
111 West Madison Street, 401A
Tallahassee, F1. 32399-1450
Office (850) 488-0960

FAX (850) 488-4403

In the event your response contains information that may be considered sensitive or confidential pursuant to Federal or State law, please
do not send that information via e-mail. Please contact me to make alternative arrangements to provide the information.



LIST OF CHARTER SCHOOLS THAT FAILED TO
TAKE FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION

THAT WAS INCLUDED IN THE 2010-11 FISCAL YEAR FINANCIAL AUDIT REPORT
AND THE TWO PRECEDING FINANCIAL AUDIT REPORTS

COUNTY CHARTER SCHOOL FINDING NUMBER(S)
Alachua Caring & Sharing Learning School 11-1, 11-2
Healthy Learning Academy 11-1
Hoggetowne Middle School 11-01
Miczlnopv Area Coopera_tive School 11-01
Bay Bay Haven Charter Academy Elementary School 11-1, 11-2
Bay Haven Charter Academy Middle School 11-1, 11-2
| Brevard _Imagine Schools at West Melbourne | 07-1, 08-1 |
| Broward __Touchdowns4Life | 11-2,11-3 |
| citrus | Academy of Environmental Science | 11-1 |
Escambia Beulah Academy of Science 08-1, 09-2
Escambia Charter School 2009-1, 2009-5
| Gadsden | Crossroad Academy Charter School | 10-01 |
Indian River Sebastian Charter Junior High 2010-01
St. Peter's Acgdemv 10-6
| Leon | The School of Arts and Sciences Foundation | 2011-1 |
| Manatee __Imagine School at Lakewood Ranch | 09-2 |
| Miami-Dade | Archimedean Academy | 2008-1 |
| Monroe __Treasure Village Montessori | 2009-1, 2009-4 |
Orange Nap Ford Community School 2011-1
Rio Greinde Chzirter School of Excellence 2011-01
Pinellas Academie Da Vinci Charter School 2011-1
Pinellas Preparatory Academy 1
I Polk ‘ Central Florida Speech and Hearing Center, Inc.'s A.C.E. Charter School ‘ 1981-1 |
| seminole __Choices in Learning | 2011-01 |
| st. Johns | ABLE School | 11-01, 11-02 |
| volusia __Boston Avenue Charter School | 2011-01 |

| walton | The Seaside School | 2009-1 |




Dubose, Kathy

From: DAVID WARD <DAVIDWARD@AUD.STATE.FL.US>

Sent: Thursday, December 13, 2012 4:44 PM

To: ABRUZZO0.JOSEPH

Cc: Dubose, Kathy; White, Deborah

Subject: 2010-11 FY Notification Pursuant to Section 218.39(8), Florida Statutes
Attachments: 2010-11 FY notification pursuant to Section 218.39(8), Florida Statutes.xIsh

Section 218.39(8), Florida Statutes, requires the Auditor General to notify the Legislative Auditing Committee of
any audit report prepared pursuant to Section 218.39, Florida Statutes, which indicates that an audited entity has
failed to take full corrective action in response to a recommendation that was included in the two preceding
financial audit reports.

This email is sent to notify you of those local governmental entities for which the 2010-11 fiscal year audit report
disclosed that the entity failed to take full corrective action in response to one or more recommendations included
in the two preceding financial audit reports. Please see the attached document containing the name of the local
governmental entity and a reference to the recurring finding(s).

David T. Ward, CPA

Audit Supervisor

Auditor General, State of Florida
111 West Madison Street, 401A
Tallahassee, F1. 32399-1450
Office (850) 488-0960

FAX  (850) 488-4403

In the event your response contains information that may be considered sensitive or confidential pursuant to Federal or State law, please
do not send that information via e-mail. Please contact me to make alternative arrangements to provide the information.



LOCAL GOVERMENTAL ENTITIES THAT FAILED TO TAKE FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION
THAT WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT AND THE TWO PRECEDING AUDIT REPORTS

Revision or
Constitutional Officer (for Counties) Finding Number Page Number (1)  Addendum (2)
COUNTIES
Baker County Board of County Commissioners 11-1 62
Board of County Commissioners 11-2 62
Clerk of the Circuit Court 11-1 88
Property Appraiser 11-1 157
Supervisor of Election 11-1 176 No
Sheriff 11-1 116
Sheriff 11-2 116
Sheriff 11-3 116
Tax Collector 11-1 138
Bradford County Board of County Commissioners ML 2009-1 76
Clerk of the Circuit Court 2009-1 104
Property Appraiser 2009-1 178
Sheriff 2009-1 135 Yes
Sheriff 2010-1 135
Sheriff ML 2009-1 136
Tax Collector 2009-1 157
Brevard County Board of County Commissioners 09-3 168
Board of County Commissioners 09-7 169
Clerk of the Circuit Court 08-02 253 No
Clerk of the Circuit Court 08-03 254
Clerk of the Circuit Court 08-05 255
Broward County Board of County Commissioners SA 2011-4 186 Part 1 Ves
Board of County Commissioners SA 2011-4 186 Part 1
Calhoun County Property Appraiser 04-01 68
Supervisor of Election 04-01 68
Sheriff 04-02 68 Yes
Tax Collector 04-02 68
Tax Collector 06-02 22 Revised Report
Charlotte County Board of County Commissioners 11-01 149 Yes
Citrus County Board of County Commissioners 2010-01 191 Yes
Dixie County Board of County Commissioners 11-1 65
Board of County Commissioners 11-2 65
Board of County Commissioners 11-3 65
Board of County Commissioners 11-7 66
Board of County Commissioners 11-9 66
Clerk of the Circuit Court 11-1 98
Clerk of the Circuit Court 11-2 98
Clerk of the Circuit Court 11-3 98 Yes
Clerk of the Circuit Court 11-4 98
Clerk of the Circuit Court 11-6 99
Supervisor of Election 11-1 184
Supervisor of Election 11-2 184
Sheriff 11-1 128
Sheriff 11-2 128
Sheriff 11-3 128
Escambia County Sheriff 2008-2 74 Part 2 No
Sheriff 2009-1 74 Part 2
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LOCAL GOVERMENTAL ENTITIES THAT FAILED TO TAKE FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION
THAT WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT AND THE TWO PRECEDING AUDIT REPORTS

Revision or

Constitutional Officer (for Counties) Finding Number Page Number (1) =~ Addendum (2)
Franklin County Board of County Commissioners 11-01 84

Board of County Commissioners 11-02 84

Clerk of the Circuit Court 11-01 110

Clerk of the Circuit Court 11-02 111

Property Appraiser 11-01 176

Property Appraiser 11-02 177

Property Appraiser 11-03 177

Supervisor of Election 11-01 194

Supervisor of Election 11-02 195 No

Supervisor of Election 11-03 195

Sheriff 11-01 136

Sheriff 11-02 137

Sheriff 11-03 137

Sheriff 11-04 137

Tax Collector 11-01 158

Tax Collector 11-02 159

Tax Collector 11-03 159
Gadsden County Sheriff 2009-1 152 Yes
Gilchrist County Board of County Commissioners 11-1 60

Supervisor of Election 11-1 175 No

Sheriff 11-1 116

Sheriff 11-2 116
Gulf County Property Appraiser 11-01 199

Supervisor of Election 11-01 218 Ves

Sheriff 11-01 157

Tax Collector 11-01 180
Hamilton County Board of County Commissioners 2008-01 85 No
Hardee County Supervisor of Election 11-01 271

Supervisor of Election 11-03 272

Supervisor of Election 11-04 272

Sheriff 2011-01 210

Sheriff 2011-02 210 ves

Sheriff 2011-03 211

Sheriff 2011-04 211

Tax Collector 2011-01 234
Holmes County Board of County Commissioners 01-2 86

Board of County Commissioners 06-1 87

Board of County Commissioners 07-05 87

Board of County Commissioners 11-01 79

Board of County Commissioners 11-02 80

Board of County Commissioners 11-03 80

Board of County Commissioners 11-08 87

Board of County Commissioners 11-09 88 Ves

Board of County Commissioners 11-09 88

Board of County Commissioners 11-09 88

Clerk of the Circuit Court 11-01 115

Property Appraiser 11-01 133

Supervisor of Election 11-01 174

Sheriff 11-01 199

Sheriff 11-02 200

Tax Collector 11-01 155

20f 16



LOCAL GOVERMENTAL ENTITIES THAT FAILED TO TAKE FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION
THAT WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT AND THE TWO PRECEDING AUDIT REPORTS

Constitutional Officer (for Counties)

Finding Number

Page Number (1)

Revision or
Addendum (2)

Jackson County Board of County Commissioners 08-04 76
Board of County Commissioners ML 06-01 79
Board of County Commissioners ML 06-02 79
Board of County Commissioners ML 06-03 79 Yes
Board of County Commissioners ML 06-04 80
Property Appraiser PA 06-01 194
Sheriff SH 06-01 219
Tax Collector TC 06-01 263
Jefferson County Board of County Commissioners 2009-5 61
Board of County Commissioners 2008-1 61
Board of County Commissioners 2008-2 62
Clerk of the Circuit Court 2008-1 61
Clerk of the Circuit Court 2008-2 62
Property Appraiser 2008-1 61
Property Appraiser 2008-2 62 No
Supervisor of Election 2008-1 61
Supervisor of Election 2008-2 62
Sheriff 2008-1 61
Sheriff 2008-2 62
Tax Collector 2008-1 61
Tax Collector 2008-2 62
Tax Collector 2009-1 62
Lafayette County Board of County Commissioners 03-01 48 Ves
Board of County Commissioners 03-02 49
Lee County Property Appraiser 2011-01 246 No
Levy County Board of County Commissioners 11-1 72
Clerk of the Circuit Court 11-1 99
Supervisor of Election 11-1 181 No
Supervisor of Election 11-2 181
Sheriff 11-1 124
Tax Collector 11-1 146
Liberty County Board of County Commissioners 01-3 77
Board of County Commissioners 01-4 78
Board of County Commissioners 2009-1 82 ves
Sheriff No finding number given. 116
Madison County Tax Collector 2011-1 164 Yes
Martin County Board of County Commissioners 2011-1 397
Board of County Commissioners 2011-2 397 No
Board of County Commissioners 2011-3 398
Sheriff 2011-1 411
Miami-Dade County Board of County Commissioners 09-9 34 Part 2
Board of County Commissioners 11-1 142 Part 2
Board of County Commissioners 11-2 143 Part 2 Yes
Board of County Commissioners 2010-01 45 Part 2
Board of County Commissioners 2011-01 52 Part2
Nassau County Sheriff 2009 IC-1 224 Ves
Sheriff 2009 ML-1 225
Okeechobee County Board of County Commissioners 2009-04 152
Board of County Commissioners 2011-01 147 ves
Orange County Supervisor of Election 2011-1 131 Part2 Yes
Osceola County Clerk of the Circuit Court 10-01 24 Part 2 Ves
Clerk of the Circuit Court 10-02 24 Part 2
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LOCAL GOVERMENTAL ENTITIES THAT FAILED TO TAKE FULL CORRECTIVE ACTION IN RESPONSE TO A RECOMMENDATION
THAT WAS INCLUDED IN THE 2010-11 FISCAL YEAR AUDIT REPORT AND THE TWO PRECEDING AUDIT REPORTS

Revision or
Constitutional Officer (for Counties) Finding Number Page Number (1) =~ Addendum (2)
Pasco County Board of County Commissioners 2009-BCC-ML-1 248 Yes
Putnam County Supervisor of Election 11-1 270
Supervisor of Election 11-2 270 No
Sheriff 11-1 208
Santa Rosa County Board of County Commissioners 2008-4 118 No
Board of County Commissioners 2008-5 118
Suwannee County Board of County Commissioners No finding number given. 87 No
Union County Property Appraiser 11-01 140 No
Supervisor of Election 11-01 175
Wakulla County Board of County Commissioners 06-02 95
Board of County Commissioners 2010-1 96 Yes
Board of County Commissioners 2010-1 96
Washington County Board of County Commissioners 97-01 70
Board of County Commissioners 03-01 70
Board of County Commissioners 05-01 71
Board of County Commissioners 07-01 71
Board of County Commissioners 09-03 72
Board of County Commissioners 09-04 72
Board of County Commissioners ML 05-01 80
Board of County Commissioners ML 05-02 80
Board of County Commissioners ML 05-03 81
Clerk of the Circuit Court 03-03 73 Yes
Clerk of the Circuit Court 07-09 73
Property Appraiser 03-03 74
Property Appraiser 07-11 74
Supervisor of Election 03-03 75
Supervisor of Election 07-12 75
Sheriff 03-01 74
Sheriff 07-10 75
Tax Collector 03-03 76
Tax Collector 07-13 76
Tax Collector ML 05-01 81

40f 16



Okaloosa County - Continuation



Audit of Okaloosa County Oversight of Tourist Development Council —
Materials Provided

1. Auditor General Presentation (original presentation with details)

2. Auditor General Audit

3. Information provided by Okaloosa County:

e  Report of Internal Review by Nabors, Giblin & Nickerson, P.A., dated June 13, 2012

e Joint Letter from the Okaloosa County Sheriff’s Office and State Attorney’s Office, dated May 9, 2012

e  Okaloosa Board of County Commissioners’ Action Items Presentation, dated December 18, 2012

e  Final AGO Report and Okaloosa County BCC Corrective Action Plan, dated January, 2013

e Letters from Okaloosa Sheriff’s Office and State Attorney’s Office, dated February 1, 2013 and
February 6, 2013, respectively

e  Okaloosa County Board of County Commissioners 7-point Strategy

4. Correspondence received by the Joint Legislative Auditing Committee:

e From Jimmy Judkins, Attorney at Law, on behalf of Curtis Zimmerman
¢ From the following citizens:
o Michael J. Barnes (with the following attachments):
= Request for Resignation — Wayne Harris
= Report on Improper Deferred Compensation Payments at Okaloosa
County Tax Collector Office
= S.932.7055, F.S., and Okaloosa County Law Enforcement Trust Fund
Expenditure Reports
o John Dezzuto (two messages)
o Jocelyn Donahoo
o Kirby Locklear
o Steven Menchel
(Mr. Menchel also attached “Report on Corruption in the Okaloosa County Sheriff's Office Accreditation,”

Prepared by Menchel for Sheriff. Due to its size it is not included, but is available upon request.)

o Ed Winkelseth



OKALOOSA COUNTY BOARD OF COUNTY
COMMISSIONERS’ OVERSIGHT OF THE

TOURIST DEVELOPMENT COUNCIL AND L

SE OF

TOURIST DEVELOPMENT TAXES AND FUNDS

RECEIVED FROM BRITISH PETROLEL

REPORT NO. 2013-085

Audit Period May 2010 - May 2012

M



BACKGROUND

The scope of our audit focused primarily on the
Internal controls relevant to the use of tourist
development taxes and funds received directly or
Indirectly from BP.

An audit by its nature does not include a review of all
records and actions of agency management, staff,
and vendors, and, as a consequence, cannot be relied
upon to identify all instances of noncompliance, fraud,
waste, abuse, or inefficiency.

We consulted with law enforcement during the audit to
ensure we did not interfere with their investigations.



TOURIST DEVELOPMENT TAXES

Table 2

Percent Distribution County Ordinance 51-10to 10-1-10to 10-1-11to Total
Use Restrictions 9-30-10 930-11 53112
First Percent Beach Restorztionand Manitaring 127972989 | 5 251853335 (5 76721149 5 466547473
Secondand Fifth Percents  [Tourism Promatian 143329749 2/055,208.23 853,276.86 4,347 782 58
Secondand Fifth Percents  |Tourism Administration 383,918.97 50502.20 230,163.45 1,164,584.62
Secondand Fifth Percents  |Beach Improvement, Facilities, landscaping,
3nd Maintanance 691,054.15 330303.97 414 293.X) 2,096,252.32
tecondznd Fifth Percents |Contingenay and Statutory Improvements 01 189.19 1340029 30,688.45 155 27794
Total Second and Fifth Percents 2,559,459.50 3,670,014.69 1,534, 422.97 1,763,897.46
Third Parcent Tourism Promatian 38391897 785,550.00 230,163.45 139964242
Third Parcant Beach Improvement, Fadlities, Fadlities
Operations, Landzczping, and Maintanance R95,810.93 143297335 C37,045.04 3,265, 832.32
Total Third Percent 1,279,729.90 2,618,533.35 767,211.45 4,665,474.74
Fourth Percent Convention Center Debt Service 1,279,729.90 261853335 767,211.45 4,bE5,474.74
Total 6,398,649.49 | 5 1152561474 |5 3,836057.43 | 5 21,760,320.67

Source; Genersl Ledger




FUNDS RECEIVED FROM BP

Type 5110t 10-1-10to 10-1-11to Totl
9-30-10 930-11 5-31-12

MNegotated Setements

Tourist Development Taxes Lost Revenues|1) 3 5 1567,062.00 5 156706200

Water and Sewer Department Lost Revenues 110,245.57 110,345.57
Total M egotiated Setdements 1677,397.57 1,677.397.57
Reimbursements

BP Claims Reimbursements 1,116,113.35 146,801, 36 1,262,515.71
Performance Based

Emergency Medical ServicesAid Stations o34, 04100 634,041,000
Grants

Tourism Promotion (1) J50,000.00 750,000.00

Tourism Promotion (1) 1,571,939.00 1,3715939.00

Tourism Promotion [1) 6,506,013.00 &, 506,013.00
To@l Grnts 2,121,535.00 6,506, 013,00 8,627,552.00
Totl 5 387209385 | 5 833021243 5 12,200.306.23
Mote{l}: Total Received for Tourism Promotion 2,121,939.00 8,073,065.00 S 10,195,004.00

Source: General Ledser




FINDINGS AND RECOMMENDATIONS

25 findings and recommendations in the
following broad categories:

Organizational oversight

Fraud controls and control risk assessments
Procurement

Special events grants and sponsorships
Allowable uses of restricted resources
Miscellaneous



FINDING 1: BUDGET PREP AND MONITORING

Table 2

Percent Distribution County Crdina moe Total
Usze Restrictions

First Percent Beach Restoration and Monitoring 5d,665,474.73

cond and Fifth Percents |Toursm Promotion 1,347 TEL15E

L
1]

Second and Fitth Percents |Touwrsm Administration 1 154 584 62
Seocond and Fifth Percents |Beach Improwment, Fadlities,

Landscaping, and Maintenan ce 2,056,

Second and Fifth Percents |Contingency and Statutory Improvemen tg 155,

Total 5econd and Fitth Percents 7, 763,857.46
Third Pere nt Tournsm Promotion 1,359 642 .42
Third Pare nt Beach Improvwement, Facilities,

Facilities Operations. Land=scapin
Waintemanoe 12

. amd
832 32

i
(N7

Total Third Percent 4,665,474.74

Fourth Percent Convention Center Debt Servioe 4,665,474.74

Total 421, 760,321.67

SOunCe:
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i

1
m
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—
m
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L]
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FINDING 1: BUDGET PREP AND MONITORING

The BCC did not adopt and use budgets for these
revenues at the level of their restriction (e.g.,
tourism promotion) or by project.

Budgets at these levels are important and need to
be incorporated into the county’s accounting
records to ensure that funds are spent in
accordance with law and BCC intentions.

As of May 31, 2012, County records indicated
cumulative overexpenditures from tourist
development taxes restricted for tourism
promotion of $4.2 million.




FINDING 2: TDC DUTIES AND RESPONSIBILITIES

By law, the TDC is only an advisory council to
the BCC. Final action and approval rests with
the BCC to ensure actions are in accordance
with BCC intentions.

We noted actions taken by the TDC and TDC
subcommittees that did not appear advisory in

nature and provided examples of those actions
In our report.



FINDING 3: TDC MONITORING OF EXPENDITURES
By law, the TDC must continuously review
expenditures of tourist development taxes,
receive quarterly expenditure reports, and
report possible unauthorized expenditures to
the BCC.

We noted that the TDC did not regularly receive
expenditure reports to enable it to carry out its
responsibilities.



FINDING 4; CONFLICTS OF INTEREST

Section 112.313, F.S., prohibits procurement
transactions and contractual relationships that may
result in a conflict of interest.

We noted County procurement transactions involving
BCC, TDC, or TDC subcommittee members.

. $27,067 paid to chamber of commerce; a BCC member,
was the executive director of the chamber.

- $17,500 paid for two companies to promote volleyball
tournaments; a TDC member, was an owner or director of
these companies.

. $2,200 paid for aerial advertising to a company; a TDC
subcommittee member, was the president of the company.

Waivers or disclosures allowed by law were not
documented in County records.



FINDINGS 5 AND 6: FRAUD CONTROLS &
CONTROL RISK ASSESSMENTS

BCC policies and procedures did not include a written
fraud response plan (e.g., investigation protocols and
guidance on reporting known or suspected fraud to
authorities) or periodic control risk assessments.

Periodic risk assessments were not performed for each
department, including the tourist development
department, to identify and address potential fraud or
control risks (e.g., the risk that assets may be
misappropriated).

Had these risks been timely identified and addressed by
the County, the risks and impact of many of the issues
discussed in our report may have been minimized.



FINDING 7; COMPETITIVE PROCUREMENT BY THE
COUNTY

County policies and procedures require the use of
specified competitive procurement for certain goods and
services.

We noted goods and services acquired that were not
competitively procured and that the selection of two
advertising and marketing firms did not follow County
policies and procedures or good business practices.

Failure to follow County policies and procedures could
expose the County to challenges or legal actions and
iIncreases the risk that firms may be selected without
the requisite qualifications and experience.



FINDING 8; CONTRACT DESIGN

Contracts with the two advertising and marketing firms
entered into during 2011 did not include certain
necessary provisions to protect the County’s interests.

Examples: 1) One firm’s contract did not require the firm
to provide cost estimates or obtain BCC approval of
projects and campaigns. 2) Neither contract required
the firms to competitively procure goods or services
purchased on behalf of the county, or to submit
sufficiently detailed and supported invoices to allow for
an effective preaudit by county personnel.

An agreement with a contractor who assisted in
responding to the oil spill allowed the contractor to be
compensated at time plus expenses, but did not specify
the nature and type of expenses to be reimbursed.



FINDING 9;: CONTRACT MONITORING AND
PAYMENTS

The two advertising and marketing firms were paid $12.7
million during the audit period.

One of these firms was paid a monthly retainer in addition to
reimbursements for purchases made on behalf of the County.
We noted some questionable payments to the firm as follows:

$143,000 for services of an integrated marketing associate
and sales/public relations associate, although these
services appear to be the types of services already covered
by the retainer.

$20,500 for social media management and $3,400 for out-
of-pocket expenses under the first contract (May 2010 -
September 2011), although the contract did not provide for
the firm to be paid such expenses.



FINDING 9;: CONTRACT MONITORING AND
PAYMENTS

We noted $12.1 million paid to the two firms that were
inadequately supported to allow for an effective preaudit
by County personnel.

A majority of the payments were supported only by firm
invoices and not by invoices from the vendor providing the
goods and services.

As a result, County records did not demonstrate the
accuracy of the billings or that the purchases were
reasonable, allowable, and served a public purpose.

Several invoices incorrectly or inadequately described
what was actually purchased.


Example firm invoices.pdf

FINDING 9;: CONTRACT MONITORING AND
PAYMENTS

We also noted a total of $1.1 million paid to the two
firms that, according to invoices, related to certain
expenses of an airline company such as: 1) advertising
expenses, 2) unspecified marketing and advertising
Initiatives, and 3) out-of-pocket expenses.

The County had no contract or agreement with the
company. County records did not indicate why the
payments were made, how the payments benefited the
County, or why they were considered to be allowable
uses of tourist development taxes or BP funds.



FINDING 9;: CONTRACT MONITORING AND
PAYMENTS

We recommended that the County continue its
efforts to obtain adequate support for
payments made to the firms, consult with its
legal counsel, determine whether the County is
entitled to recover any questionable billings,
and take action to recover those billings.



FINDING 10; COMPETITIVE PROCUREMENT BY
CONTRACTORS

As noted earlier, significant amounts of
purchases were made through the two
advertising and marketing firms.

County records did not demonstrate that the

firms competitively procured the goods or
services.

Our report includes three examples (a yacht,
three motor vehicles, beach towels) of
purchases that should have been competitively
procured, but were not.



FINDING 11: ADVANCE PAYMENTS

By law, the County is prohibited from making
advance payments unless it saves money, or
the goods or services are essential and can
only be purchased if paid for in advance.

We noted instances where that was not the
case, including three instances where the
County paid in advance for services that were
nhever rendered or were not rendered in full.



FINDING 12: APPROVAL OF PURCHASES

County policies and procedures specify the
employees who must approve purchases.
These approvals vary with the type and amount
of each purchase.

We noted instances where the required
approvals were not obtained, including
instances where the BCC chairman was
allowed to approve purchases in lieu of the
County Administrator.



FINDING 13: PURCHASING CARD CONTROLS

From May 2010 - May 2012, p-card purchases
from tourist development taxes and BP grant
funds totaled $600,000.

P-card controls needed to be improved,
Including the need to maintain receipts and
documentation to clearly document the public
purpose served by the purchases.

Exhibit B in our report provides details of
Inadequately supported p-card purchases.



FINDING 14: TRAVEL EXPENDITURES

By law, the County is required to use travel
vouchers. County policies and procedures also
require preapproval for some travel (TDC
members and employees) but not all travel
(contracted employees, travel writers, etc.)

Preapprove of travel not required for all
authorized persons.

Our tests disclosed travel expenditures that
were not supported by travel vouchers.



FINDING 15; SPECIAL EVENTS GRANTS

From May 2010 - May 2012, $341,000 in
special events grants were awarded to various
organizations to increase tourism and the use
of lodging facilities.

No written policies and procedures were in
effect to govern these awards.

Other deficiencies: 1) no written agreements
with recipients, 2) no documentation of how
awards were used, and 3) no evidence that
awards were effective.



FINDING 16; SPONSORSHIPS

From May 2010 - May 2012, $478,000 in
sponsorships were provided to various
organizations to increase tourism and the use
of the convention center.

No written policies and procedures were in
effect to govern sponsorships.

Other deficiencies: 1) no written agreements
with recipients, 2) no documentation of how
the sponsorships were used, and 3) no

evidence that the sponsorships were effective.



FINDING 17;: TOURIST DEVELOPMENT TAXES -
STATUTORY COMPLIANCE

By law, any use of tourist development taxes
not expressly authorized is prohibited.

From May 2010 - May 2012, the County used
$1.9 million of the taxes to fund a portion of
lifeguarding and beach patrol services and
$564,000 in taxes to fund a portion of the
beach shuttle.

Neither use is expressly authorized by law.



FINDING 17;: TOURIST DEVELOPMENT TAXES -
STATUTORY COMPLIANCE

AGO 90-55 concluded tourist development
taxes could not be used to provide lifeguards or

other general governmental functions owed to
the public at large.

We recommended that the County seek an
opinion from the Attorney General as to the
allowability of the $2.5 million in expenditures.



FINDING 17;: TOURIST DEVELOPMENT TAXES -
STATUTORY COMPLIANCE

The County acknowledged the finding and
recommendation as it relates to lifeguard services,
agreed that clarification is needed, and is
considering what type of clarification should be
obtained.

Although the County indicated beach shuttle
services are not a general governmental function
owed to the public at large, beginning in the 2012-
13 fiscal year, the County stopped funding the
beach shuttle from tourist development taxes.



FINDING 18: BP GRANT COMPLIANCE

The County received a $6.5 million BP grant
through the Florida’s Coastal Northwest
Communications Council (FCNCC).

The grant agreement indicated funds were
iIntended to be used for promotion and awareness
building expenditures not already planned or that
would not normally be made to promote tourism.

Lack of support for firm invoices made it difficult
to identify all exceptions; however, we did note
several exceptions.



FINDING 18: BP GRANT COMPLIANCE

Examples: 1) $61,000 in routine monthly fees,
and 2) $57,000 in special event grants
previously paid with tourist development taxes.

This appears contrary to the terms of the grant
agreement, so we recommended the County
consult with the FCNCC as to the allowability of
the questioned costs totaling $117,994.



FINDING 19; BP GRANT COMPLIANCE - DEBIT
CARD PROGRAM

The County received a $1.4 million BP grant from
FCNCC of which $1 million was used to buy 5,000
debit cards worth $200 each.

The cards were intended to be given away to
lodging guests who met certain criteria in hopes
that the cards would be used at local businesses.

County records indicated that 3,651 cards were
used for this purpose; however our tests disclosed
that some of these cards were not, of record, used
for an authorized purpose.



FINDING 19; BP GRANT COMPLIANCE - DEBIT
CARD PROGRAM

The former TDC Director controlled the distribution
of the remaining 1,349 cards that were not
provided to lodging guests. Of those debit cards:

1,000 cards were given to an airline company with no
written agreement as to how cards were to be used.

46 cards were used by individuals associated with
the TDC (e.g., the TDC Director, certain employees
and contracted personnel).

1 card was used as a prize in a local golf tournament.

302 cards were either not used or County records
didn’t demonstrate how they were used.



FINDING 19; BP GRANT COMPLIANCE - DEBIT
CARD PROGRAM

In total, we noted $207,730.45 of purchases
with these debit cards for which County records
did not evidence the purchases were allowable

USES.

We recommended the County consult with the
FCNCC as to the allowability of $207,000 in
questioned costs.



FINDING 20: BP CLAIMS/REIMBURSEMENTS

Given the scope of the audit, even though
already approved by BP, we reviewed the use of
BP claims and reimbursements.

BP paid the county $634,000 to provide
medical aid stations for beach clean-up crews.

The rate billed for an EMS vehicle at one
station was contrary to the rate in the BP
agreement. The resulting overcharge was
$27,000.



FINDING 20: BP CLAIMS/REIMBURSEMENTS

The County also contracted with a vendor to
help respond to the oil spill and received
$981,000 in reimbursements from BP related
to the vendor’s costs.

We reviewed documentation related to selected
reimbursements, not all reimbursements.

We noted $385,000 of the above that was
iInadequately supported or was for goods or
services not clearly allowed by contract/related
to vendor provided services.
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2) Any meal included in the fare must be deducted from the per diem
reimbursement at the applicable rate. The approved traveler's copy of all
ticket invoices shall be submitted as receipts.

3) Taxi, limousine, rental car {attach receipts).
4} Road tolls and parking fees (attach receipts).

5) Registration fees, however, and any meals and lodging included will be
deducted in accordance with allowances provided in this policy. If
available, an agenda or program schedule, along with a receipt, must be
attached when requesting reimbursement.

6) Mileage as determined by the County (this amount may change due to
Federal Standards dealing with the oil pricing Worldwide), when using
personal vehicle. Mileage should be computed from the post of duty to
the point of destination. Whenever possible, the mileage computation
should be based on current DOT Map Mileage Chart.

7) Vicinity mileage will be paid when an employee, after having reached such
employee's original destination, is required to travel within the County or
other locations on official business.

8) All gifts, certificates, coupons, et cetera, received in conjunction with travel
are to be turned over to the Tourist Development Department for further
handling. In all cases, travel will be by the most economical means taking
into account the employee's time involved and distances. If an employee,
for such employee's own convenience, travels by auto which would result
in more travel reimbursement than had such employee travelled by
commercial means, reimbursement shall be limited to the amount had
such employee traveled via commercial transportation.

C.500 REIMBURSABLE PROMOTIONAL TRAVEL AND EXPENSES
The Tourist Development Department is authorized and empowered to:

1) Provide, arrange, and make expenditures for transportation, lodging,
meals, and other reasonable and necessary items and services for Tourist
Development Department employees and other authorized persons, in
accordance with Section C.430 of this Manual, in connection with
performance of promotional, marketing, and advertising duties.

2) Entertainment expenses shall be authorized only when meeting with travel
writers, tour brokers, or other persons connected with the tourist industry.
All travel and entertainment related expenditures made pursuant to this
paragraph shall be substantiated by paid receipts. Complete and detailed
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justification for all travel and entertainment related expenditures made
pursuant to this paragraph shall be shown on the Travel Expense Voucher
and attached to same.

3) Transportation and other incidental expenses other than those provided in
Section C.400 of this Manual shall only be authorized for the Director and
designated employees of the Tourist Development Department; and other
authorized persons - travel writers, tour brokers, or other persons
connected with the tourist industry - when traveling pursuant to paragraph
5 below. All other transportation and incidental expenses pursuant to this
paragraph shall be as provided in Section C.400 of this Manual.

4) Pay by reimbursement only, except as specifically authorized by the
County, through the Tourist Development Department, the costs of per
diem and incidental expenses of the Director and employees of the Tourist
Development Department , and other authorized persons for foreign travel
at the current rates as specified in the federal publication, "Standardized
Regulations (Government, Civilian, Foreign Areas).” The provisions of this
paragraph shail apply for the Director or other designated employee of the
Tourist Development Department , fraveling in foreign countries for the
purposes of promoting tourism and travel to the County, if such travel
expenses are approved and certified by the Board. As used in this
paragraph, the term, "authorized person,” shall have the same meaning as
provided in Section C.420, entitled, "Authorized Travel" means all travel
outside the United States. Person(s) traveling in foreign countries
pursuant fo this paragraph shall be entitled to reimbursement or
advancement pursuant to Section C.450 (1.) of this manual.

5)Pay by reimbursement only, except as specifically authorized by the
County, through the Tourist Development Department , the actual
reasonable and necessary costs of tfravel, meals, lodging, and incidental
expenses of the Director and designated employees of the Tourist
Development Department , and other authorized persons when meeting
with travel writers, tour brokers, or other persons connected with the
tourist industry, and while attending or traveling in connection with travel
or trade shows. With the exception of provisions concerning rates of
payment, the provisions of Section C.400 of this manual are applicable to
the travel described in this paragraph.

D.000 TOURIST DEVELOPMENT PLAN AND BUDGET
D.100 TOURIST DEVELOPMENT PLAN ADOPTION

1) The Director shall present a recommended Tourist Development Plan to
the Council.
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2) The Council shall recommend to the Board any recommended changes to
the Tourist Development Plan as necessary.

3) Pursuant to Section 125.0104(4)(d), Florida Statutes, the County has
adopted a Tourist Development Plan by ordinance enacted by the Board.
The Tourist Development Plan may not be substantially amended except
by ordinance enacted by an affirmative vote of a majority plus one
additional member of the Board.

D.200 BUDGET ADOPTION
1) Budget Process —

a. Initial Draft Budget - The Director is responsible for compiling the initial
draft of the proposed annual budget for presentation to the Council
prior to the date for submission of the annual budget proposal to the
Board. This draft shall contain, at a minimum, the following items:

i. Estimates of projected tax revenues for the budget period.

ii. Budget information for all capital projects recommended by the
Council for the budget year.

iii. Detailed line items for all proposed expense categories.
iv. Recommendations on staff positions and salary

b. Council Review — The Council is responsible for conducting at least
one public meeting before June of each year on the proposed budget
recommended by the Director before transmitting its proposed budget
to the County Administrator.

¢. Board Review — The Director and/or the Chairman of the Council will
present the Council's budget recommendations to the County
Administrator who will utilize the recommendation in preparing the
budget submission to the Board during its budget review process. The
Director shall inform and update the Council on any modifications to
the recommended budget. If the Council objects to any modification,
the objection(s) will be presented to the Board by the Chairman of the
Council or his designee.

d. Council Review of Final Budget - The Director will present the budget
approved by the Board to the Council within a timely period of the final
approval. The Council shall review the approved budget to ensure
conformity with the County Tourist Development Plan and the
provisions of Section 125.0104, Florida Statutes, relating to the
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authorized uses of tourist development tax revenues. If the Council
has any objections to the approved budget, the objection(s) shall be
presented to theBoard.

e. Budget Modifications and Reserve Expenditures- The Director will be
responsible for presenting any proposed modifications to approved
budget line items or allocation of reserve funds during the course of the
budget year which require Board action to the Council for their review.
The Council will be responsible for providing its recommendation on
the proposed changes to the Board.

f. General Budget compilation and review by the Director and Council
shall be governed by the relevant provisions of this manual, county
budget ordinances and policy and state revenue rules and statutes.
Council members shall have the support of the Director, County
Finance Division staff, County Administrator and the Council Attorney
in their efforts to participate fully in the budgeting process.

2} Marketing Plan

a. In conjunction with the review of the proposed budget, the Director will
be responsible for preparing a detailed Marketing Plan, which shail set
forth the proposed marketing activities and expenditures for those
activities for the upcoming fiscal year.

b. The Marketing Plan shall be presented to the Council for review and
recommendation. The Council's recommendations shail be presented
to the Board for final approval in the form of a Resolution.

c. All advertising/marketing expenditures made during the fiscal year
shall be in conformity with the approved Marketing Plan.

d. Any amendments to the Marketing Plan shall be reviewed and
approved by the Council and the Council’s recommendations shall be
presented to the Board for final approval in the form of a Resolution.

D.300 ACCOUNTS

The Director, after consulting with the Chief Financial Officer of the County,
shall establish such accounts within the County accounting system as shall
be determined to be appropriate. All present tourist development tax
revenues and those carried forward from year-to-year shall be placed in an
interest-bearing trust fund in accordance with Florida Statutes, which shall
then be re-allocated to various areas as regquired by Section 125.0104,
Florida Statutes. In no case shall the Tourist Development Trust Funds be
co-mingled with the general revenue of the County.
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Intra-account transfers may be made upon recommendation in conformity
with County policies and procedures.

Inter-account transfers will require a recommendation from the Council and
approval by the Board by adoption of a Budget Resolution.

D.400 EXPENDITURES

1) All expenditures for operating expenses and capital items are to be made
in conformity with established County policies.

2) Expenditures for acquisitions shall only be allowed utilizing the written
purchase order procedures of the County's Purchasing Policy. A written
purchase order will be required for the following expenditures:

a. A purchase order for expenditures up to $25,000 requires approval
by the Director and Purchasing Director.

b. A purchaée order for expenditures above $25000 and up tfo
$50,000 requires approval by the Director, Purchasing Director and
County Administrator.

C. A purchase order for services over $50,000 requires approval by
the Board.

3) The following procedures shall be utilized for the purchase of items:

a. Property being defined as fixtures and other tangible personal property
of a non-consumable nature purchased with Tourist Development
Trust Funds is owned by the Board and therefore, pursuant to Section
274.02, Florida Statutes, must be included in the inventory listing of
Okaloosa County and tagged accordingly as required by the Auditor
General.

b. If the purchase price of the item is $1,000 or more, such item is defined
as a “capital outlay” purchase and must be so noted.

E.000 CONTRACTS WITH THIRD PARTIES

E.100 CONTRACT SPECIFICATIONS
All functions determined by the Director and the Council to be handled by
contract with third parties shall be entered into in accordance with the

County's standard procedures, coordinated with the County Purchasing
Department, including the issuance of Requests for Qualifications (RFQ's)
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and/or Requests for Proposals (Purchase) (RFP's), required under County
procedures (County Purchasing Manual and Contracts and leases Policies
and Procedures Manual.

E.200 CONTRACT REQUIREMENTS

When making proposals to the Board for contracts with third parties, the
Director, with advice from the Council, shall ensure that each proposed
contract includes the following provisions:

1} The contract is made with the Board upon the recommendation of the
Council and is to be administered by the Director. The Board is not bound
by an agreement, unless and until it has executed the contract by a majority
vote of the Board.

2) No modification to the contract will be binding until approved in writing by the
Board.

3) Payments called for under the contract are subject to review by and approval
of the Director and the Board in accordance with County policies and
procedures and as may be required by statute.

4) The contracting person or company will produce written monthly and/or
quarterly reports as to the status of ail matters which are the subject of the
contracts, and supply these to the Director for review.

5) All contracts and payments will be in compliance with the County’s Contracts
and Leases Policies and Procedures Manual and the County Purchasing
Manual.

6) Atthe end of the stated term of a contract, the Council shall publicly consider
whether the renewal of the contract should be competitively bid.

E.300 CONTRACT COMPLIANCE

1) The Director along with the County Purchasing Department shall oversee
contract compliance by the contracting person or entity and make
appropriate reports and recommendations to the County Administrator and
the Council on a regular basis.

2) All contracts shall be in compliance with the County’s Contracts and
Leases Policies and Procedures Manual.
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£.400 CONTRACT APPROVAL

No contract shall be submitied to the Board unless such contract shall have been
reviewed and approved by the Director, Contracts/Lease Coordinator, Risk
Manager, County Aftorney and Contracts and Grants Manager, as this is
required in the County’s Contracts and Leases Policies and Procedures Manual,
to indicate that such submission has been made and such approval has been
obtained.

E.500 COMMUNICATIONS WITH CONTRACTORS

The Director shall act as liaison between the Board and contracting persons
or entities. All correspondence from the Board/Council to such contracting
persons or entities shall be administered by the Director, with copies of all
correspondence to the County's Confracts/Lease Coordinator and the
Contracts and Grants Manager.

E.600 CONTRACT PAYMENT APPROVAL PROCEDURES

1) Upon the approval of the budget by the Board, payments shall be made in
conformity with the County Purchasing Manual.

2) All expenditures and payment approvals shall comply with the County's
Contracts and Leases Policies and Procedures Manual and the County's
Purchasing Manual.

3) All activities by entities under contract shall be pursuant to the written task
order procedures of the County’s Contract Policy. A written task order will
be required for the engagement of any promotional activity or any
expenditure.

a. A task order for services up to $25,000 requires approval by the
Director and Purchasing Director.

b. A task order for services above $25,000 and up to $50,000 requires
approval by the Director, Purchasing Director and County
Administrator.

c. A task order for services over $50,000 requires approval by the Board.

4) No invoice will be processed through the Clerk's Office without the
executed task order and/or purchase order approved by the respective
County officials. No invoice will be approved unless the actual invoice
from the vendor accompanies the invoice reflecting the acquisition of
goods/services.
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ADDITIONAL PROCEDURES FOR ADMINISTRATION OF ADVERTISING
AND PROMOTION CONTRACT

1) Review of advertising product. While the Director is charged with the
general budgeting for and administration of the annual contract for
provision of advertising and promotion services for the County’s tourism
promotion efforts, the artistic and highly visible nature of the products and
services provided under the contract make it prudent that the Director
incorporate a broader base for review and approval of artistic product
generated by the contractor where possible. As such, the Council may, at
a duly-noticed public meeting, review and approve print, radio and
television advertising product produced under any advertising or public
refations contract.

2) Advancement of funds. No advancement of funds will be issued unless
specifically approved by the Board.

F.000 ACTIVITIES SUBJECT TO OVERSIGHT BY THE TOURIST
DEVELOPMENT COUNCIL
F.100 GENERAL

Tourist Development Trust Funds may be budgeted by the Board for the
following purposes, including but not limited to:

1) TOURISM PROMOTION: Development and maintenance of quality
advertising, sales, marketing and public relations initiatives for the sub-
district which presents a consistent and positive brand for the area;
production of informational/promotional materials and systems, including
publications, that it shall determine to be necessary or appropriate for the
promotion of the special taxing district, and for local notification of projects
as deemed necessary; support for a variety of special events to further the
development of year round business and bolster image and name
recognition for the sub-district; and continual maintenance efforts to keep
the beaches, waterways, accessways and other tourist destination
facilities within the sub-district clean, attractive and safe for public usage.

2) EMERALD COAST FILM COMMISSION: Operation and function of the
Emerald Coast Film Commission to supply staffing requirements,
materials, information, photos and guides to potential members of the film,
photography and television industry to enhance the sub-district by
increasing the economic impact by bringing in film and production
companies, which will increase employment of our area's citizens and
establish our area as an entertainment ready community.
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3) OFFICIAL VISITORWELCOME-INFORMATION CENTER: Operation and
function of the Official Visitor/Welcome-information Center to supply
materials, information, and guidance to the visiting public to the sub-
district to a) unify the taxing district's local promotion of the tourism
business, b) provide information to visitors and provide information and c¢)
to maintain a record of number of visitors and their demographics.

4) EMERALD COAST CONVENTION CENTER: Operation and function of
the Emerald Coast Convention Center, to supply staffing requirements,
materials, information, supplies, meeting facilities, operations of the center
to include water, sewer, electricity, landscaping, meeting requirements of
the public to enhance the area taxing district by providing a venue for
cultural, educational, sport and entertainment events which will be a
positive draw for visitors and establish our area as a
group/convention/motorcoach area.

5) PRODUCT IMPROVEMENT: Maintenance and improvement of the
beaches and water of the Gulf of Mexico, the Choctawhatchee Bay and
other tourist destination facilities , including the improvement of public
access to and use of these assets, including recreational facilities within
the sub-district are essential to the preservation and improvement of the
very foundation of the economy that the County is promoting.

8) ADMINISTRATION: Administration of the tourism tax revenues shail be
through local administration by the Director of the Tourist Development
Department under the direction of the County Administrator.
Administration of the revenue collection process shall be carried out under
a subcontract with the Okaloosa County Clerk of Court pursuant to
Okaloosa County Ordinance 92-08 as amended.

7Y RESERVE/EMERGENCY OPERATIONS: Maintenance of a reserve fund
for the purpose of supplementing standard promotional functions, product
improvement areas, beach maintenance efforts and for restoration of the
county’s beach improvements in the aftermath of a major disaster which
impacts sub-district coastal areas.

G.000 SPECIAL EVENT FUNDING
G.100 PURPOSE

The goal of the Tourist Development Department's special event funding
grant program is, generally, to increase fourism along the Emerald Coast,
and specifically, to increase occupancy by out-of-town visitors in lodging
facilities within the tourist development tax sub-district, including Destin, Fort
Walton Beach, Okaloosa Island, Mary Esther and Cinco Bayou.

24

91



JANUARY 2013 REPORT NO. 2013-085

G.200 AUTHORIZATION

1} The Tourist Development Department will set aside a portion of the overall
annual budget (determined on a fiscal year during the County’s budget
process) in a grant program to supplement the efforts of individuals,
groups, and organizations planning, coordinating, and managing special
events expected to directly benefit local tourism and help to increase the
overall average lodging occupancy for the event’s particular time period.

2) When funding is provided, it will be to promote and attract increased
tourism and not to support on-going programs or administrative costs
unless a special event can show significant potential for or continued
growth year after year or residual advertising value in the form of event
generated souvenirs, awards and t-shirts. Grant funds are intended to
increase incremental transient lodging occupancy in the special taxing
district of Destin, Okaloosa lsland, Fort Walton Beach, Mary Esther, and
Cinco Bayou.

G.300 PROCEDURE

The Marketing Committee will review application forms on a quarterly basis
and submit recommendations for funding to the Council for approval. The
Marketing Committee will review applications and schedule presentations
during their meetings held in the months of January, April, July and
September and submit recommendations for funding to the Council during
their meetings in the same months. Special event funding application forms
are available at the Tourist Development Department administrative offices
located in the Welcome Center buildings on Okaloosa Island, and also on the
Tourist Development Department's web site. Funding will be determined by
the Council pursuant to the procedures contained in Section E.600. The
number and extent of grants will be dependent upon the availability of
designated funds from year to year.

The following procedures shall be used by an applicant to solicit support of a
special event:

1) Requests for funding shall be made to the Director or his
designated agent on the approved application form. All applicants shall apply
for funding and submit a completed application form to the Director of
designated agent by the following dates each year: January 1, April 1, July 1,
and September 1. The Director or desighated agent will review the application
forms and then forward a copy to each member of the Marketing Committee
at least one week prior to the monthly Marketing Committee meeting dates in
the months listed above. Applications will be reviewed and discussed during
the Marketing Committee meetings in the months of January, April, and July
of each year. The Marketing Committee will then submit its recommendations
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for funding to the Council for review and/or approval within the same month.
Applicants will be notified at the Marketing Committee meeting or within three
days after the Marketing Committee meetings listed above whether or not
their special event is recommended to the Council for funding. The Marketing
Committee and/or the Council reserve the right to request additional
information from the applicant prior o making decisions on whether to grant
funding. Applicants might be asked to make a formal presentation to either
the Marketing Committee and/or the Council before the Council makes a final
decision.

2) The history and experience of the applicant members and/or the
organization is extremely important when the Council considers awarding
grants as well as the following; the soundness and potential of the proposed
or existing special event to attract tourism - to which it is realistically
conceived and capable of production within the proposed time frame, the
extent to which the special event includes community support and
coordination of resources among local, private, and public sector groups, and
the extent to which other sources of funding for the special event are
identifiable and are capable of providing funding.

3) Upon recommendation from the Marketing Committee and Council
approval of an application, the Council shall establish the final dollar amount
of the grant.

4) if an applicant is awarded a grant, the applicant will work with the
Director or their designated agent to comply with procedures for submission
of invoices and distribution of allocated funds.

G.400 Special Event Grant Funding Guidelines:

1) Location and accessibility of Special Event: The Special Event must
take place within Okaloosa County and must be accessible to the public.

2) Advertising Requirements: The Okaloosa County Tourist Development
Councit logo must appear prominently in all advertising and publicity
(written and/or electronic) for the special event. Advertising and promotion
must take place in areas outside of Okaloosa County to ensure that funds
will be used to attract overnight visitors. Social media advertising is
acceptable, but audience selection must be documented.

3) Required Match: Special Event Grant Funds awarded shall represent no
more than 50% of the total cost of the event, as documented in the final
event report.
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