








SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARDS PROGRAMS
CITY OF FORT MEADE, FLORIDA

PART A - SUMMARY OF AUDITORS’ RESULTS

1. The independent auditors' report expresses unqualified opinions on the financial statements
of the governmental activities, business-type activities, each major fund, and the aggregate
remainingfund information for the City of Fort Meade, Florida (the City) as of and for the
year ended September 30, 2008, which collectively comprise the City’s basic financial
statements.

2. Four significant deficiencies in the internal control over financial reporting were disclosed in
the audit of the basic financial statements, none of which were material weaknesses (see
report on internal control over financial reporting and on compliance and other matters
based on an audit of financial statements performed in accordance with Government
Auditing Standards). These are reported in Part B.

3. Two instances of noncompliance material to the financial statements of the City were

disclosed during the audit (see the same report referenced in 2). These are reported in Part
B.

4. No material weaknesses or significant deficiencies were disclosed during the audit of
compliance and internal control applicable to the City’s major federal programs (see report
on compliance with requirements applicable to each major federal program and on internal

control over compliance in accordance with OMB Circular A-133).

5. No instances of noncompliance material to a major federal program were disclosed during
the audit (see the same report referenced in 4).

6. Audit findings relative to major federal programs for the City are reported in Part C of this
schedule.

7. The programs tested as major programs/projects were the following:
m  Major Federal Programs

e US. Department of Agriculture, Rural Development, Water and Waste Disposal
Systems for Rural Communities, CFDA Number 10.760

8. The threshold for distinguishing Type A and Type B programs was $300,000 for major
federal programs.

9. The City did not qualify as a low-risk auditee pursuant to OMB Circular A-133.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL AWARDS PROGRAMS
CITY OF FORT MEADE, FLORIDA
(Concluded)

PART B - FINDINGS - FINANCIAL STATEMENT AUDIT
See Schedule of Current Year Findings for the following six findings:

2008-1 — Compensated Absences Balance
2008-2 — Pooled Cash Reconciliations
2008-3 — Accounts Payable Cut-Off
2008-4 — Capital Asset Reconciliations
2008-5 — Records Retention

2008-6 — Unclaiimed Property Disposition

n

PART C - FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS PROGRAMS

None

PART D - OTHER ISSUES

No summary schedule of prior audit findings is required because there were no findings in the
prior year federal or state single audits. No corrective action plan is required because there were
no findings in the current year requiring correction under the Federal or Florida Single Audits.
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CITY OF FORT MEADE, FLORIDA

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Audit
Finding
Number Title/Program Brief Description Status Comments
2006-1 Line Loss - In the prior year management letter, we recommended that the City Significant The City contracted with FMPA to analyze the
Electric review the line loss calculation in the electric fund, as it appeared to improvements entire system. Many of the recommendations
have increased significantly and was putting additional pressure on noted. have been implemented, but line loss, while
the monthly bulk power cost adjustment. improved, remains high.
2007-1 Lapse in Key The City had vacancies and changes in key management positions. In Corrected The City is performing the required reconciliations
Controls addition, the City also underwent a software conversion for all in a timely manner.
accounting applications. During these transition periods, there was
a general breakdown in many key controls, including the omission of
standard reconciliation procedures.
2007-2 Unauthorized It was discovered that an unauthorized individual obtained access to the Corrected The City is performing the required reconciliations
Access to City's bank account and extracted approximately $5,000. The unauthor- in a timely manner.
Bank Account ized access was not immediately detected due to the lapse in key controls
discussed above. There is an ongoing investigation into this matter by local
law enforcement. Approximately $1,000 has been recovered to-date, but
the financial institution advised the City that they do not intend to
reimburse the City for the remaining loss due to the length of time that had
expired before it was uncovered and reported.
2007-3 Finance The City's former finance director was determined to have used the City Resolved The City asked the employee to resign and has
Director credit card for personal purchases, and to have authorized herself a $3,600 settled this issue.
Termination severance check that was inconsistent with City policy.
20074 City Manager At her termination the former City Manager received a severance check that Resolved The City subsequently resolved the issue to its
Termination does not appear to have been calculated in conformity with City policies or satisfaction.
her employment contract.
2007-5 Expenditures Certain departments exceeded their budget for 2007. Because of the Corrected The City and department heads are now
in Excess of software conversion and the suspension of certain reconciliation procedures, monitoring the budget to actual through monthly
Appropriations department heads were not provided the monthly reports to monitor this. reports produced by finance.
For the same reason, the City was unable to present a year-end budget
amendment to obtain Commission authorization for the overage.
2007-6 Capital Asset The City has not affixed inventory tags to all items, nor conducted their Partially The City did the annual inventory but see also
Accounting annual inventory. resolved and comment 2008-4.
new finding.
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2008
CITY OF FORT MEADE, FLORIDA

(Concluded)
Audit
Finding
Number Title/Program Brief Description Status Comments
2007-7 New Accounting The City will be required to implement the new governmental accounting Not resolved The City is aware of the requirements and is
Standards - standards Nos. 43 and 45 requiring the accrual and disclosure of certain yet. looking into its options for meeting the standard.
Other postemployment benefits, such as employee health care by the year 2010.
Postemployment An actuarial calculation will be required as of September 30, 2009.
Benefits
2007-8 Review of Key Under new auditing standards, future external audits of the City will be Partially The City has implemented changes to processes,
Controls required to be conducted using the "risk-based" audit approach. Such an resolved. installed safeguards, and increased monitoring to
approach requires the review of the City's "key controls" over significant strengthen the City's controls. This is an ongoing
transaction classes. We performed a preliminary analysis of this area during process and the City is evaluating options to
the current audit and presented a list of initial observations to the City further strengthen controls.
Manager.
2007-9 Traffic Light Under the City's Traffic Signal Maintenance and Compensation Resolved The City subsequently invoiced FDOT for the
Billing Agreement, the Florida Department of Transportation (FDOT) reimburses amount.
the City for the cost of operation of the City traffic lights on state roads.
The City neglected to submit an invoice to FDOT for 2007 in the amount
of approximately $10,000.
2007-10 County Safe The City has no record of receiving the final remittance from the Polk Resolved The City subsequently rightfully received the
School Funds County School Board for the Safe Schools Program for the quarter ended amount.
September 30, 2007 (the School Board's first quarter of fiscal 2008).
2007-11 Insurance In prior audits, we noted that the City may have been eligible for Not resolved The City is still following up with FEMA
Recoveries - additional funding from the Federal Emergency Management Agency yet. representatives.
Hurricanes (FEMA) for property loss, and possibly additional insurance recoveries.
The additional funding was pending completion of the reconstruction
efforts, when the ultimate cost of reconstruction had been determined.
2007-12 Contingent During 2007, the City received a $5,000 corporate contribution toward Resolved The City contacted the contributor and made
Obligation - the purchase of a police vehicle. The vehicle was not purchased during arrangements to change the requirements for the
Corporate 2007 and the City law enforcement responsibilities have been transferred funds.
Contribution to the County Sheriff.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Fort Meade, Florida (the City), as
of and for the year ended September 30, 2008, which collectively comprise the City’s basic financial
statements and have issued our report thereon dated June 25, 2009. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to

financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City's internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal control

over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the City’s internal
control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we

identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the City’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood that
a misstatement of the City’s financial statements that is more than inconsequential will not be prevented or
detected by the City’s internal control. We consider the deficiencies described in the accompanying schedule
of findings and questioned costs to be significant deficiencies in internal control over financial reporting:

2008-1 — Compensated Absences Balance
2008-2 — Pooled Cash Reconciliations
2008-3 — Accounts Payable Cut-Off
2008-4 — Capital Asset Reconciliations

Certified Public Accountants
P.O. Box 23999 « 222 N.E. 1st Street » Gainesville, Florida 32602 « (352) 378-2461 * FAX (352) 378-2505
Laurel Ridge Professional Center ® 2347 S.E. 17th Street » Ocala, Florida 34471 « (352) 732-3872 « FAX (352) 732-0542
443 East College Avenue ¢ Tallahassee, Florida 32301 e (850) 224-7144 ¢ FAX (850) 224-1762

2201 Cantu Court, Suite #100 * Sarasota, Florida 34232  (941) 379-2800 * FAX (941) 379-2899
MEMBERS OF AMERICAN AND FLORIDA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS
MEMBER OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS PRIVATE COMPANIES AND S.E.C. PRACTICE SECTIONS
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Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS
(Concluded)

Internal Control Over Financial Reporting (Concluded)
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in

more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the City’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might me significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies
that are also considered to be material weaknesses. However, we believe that none of the significant
deficiencies described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grants agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
instances of noncompliance or other matters that are required to be reported under Government Auditing

Standards and which are described in the accompanying schedule of findings and questioned costs as the
following items:

m  2008-5 — Records Retention
m  2008-6 — Unclaimed Property Disposition

We also noted other matters that we reported to management in a separate management letter dated June 25,
2009.

The City’s response to the findings identified in our audit is described in a separate “management response”

as shown in the table of contents. We did not audit the City’s response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the City Commission, management, federal and

state awarding agencies and pass-through entities, and the Florida Auditor General. It is not intended to be
used, and should not be used, by anyone other than these specified parties.

s, Crau-and @m/m%, LLP

June 25, 2009
Sarasota, Florida
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MANAGEMENT LETTER

Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

We have audited the basic financial statements of the City of Fort Meade, Florida (the City), as of and for the
fiscal year ended September 30, 2008, and have issued our report thereon dated June 25, 2009.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. We have issued our independent auditors’ report on internal control over
financial reporting and compliance and other matters, independent auditors’ report on compliance with
requirements applicable to each major federal program and on internal control over compliance, and schedule
of findings and questioned costs. Disclosures in those reports and schedule, which are dated June 25, 2009,
should be considered in conjunction with this management letter.

Additionally, our audit was conducted in accordance with the provisions of Chapter 10.550, Rules of the
Auditor General, which govern the conduct of local governmental entity audits performed in the state of
Florida and, unless otherwise required to be reported in the report on compliance and internal controls, this
letter is required to include the following information:

m  Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not corrective
actions have been taken to address significant findings and recommendations made in the preceding
annual financial audit report. Corrective actions have been taken to address findings and

recommendations made in the preceding annual financial audit report, except as noted in the summary
schedule of prior audit findings.

m  Section 10.554(1)(i)2, Rules of the Auditor General, requires our audit to include a review of the
provisions of Section 218.415, Florida Statutes, regarding investment of public funds. In connection with
our audit, we determined that the City complied with Section 218.415, Florida Statutes.

m  Section 10.554(1)(i)3, Rules of the Auditor General, requires that we address in the management letter
any recommendations to improve the City’s financial management. In connection with our audit, we did
not have any such recommendations.

Certified Public Accountants
P.O. Box 23999 « 222 N.E. 1st Street » Gainesville, Florida 32602 * (352) 378-2461 ¢ FAX (352) 378-2505
Laurel Ridge Professional Center ® 2347 S.E. 17th Street ® Ocala, Florida 34471 e (352) 732-3872 * FAX (352) 732-0542
443 East College Avenue ¢ Tallahassee, Florida 32301 « (850) 224-7144 « FAX (850) 224-1762

2201 Cantu Court, Suite #100 * Sarasota, Florida 34232 ¢ (941) 379-2800 « FAX (941) 379-2899

MEMBERS OF AMERICAN AND FLORIDA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS
MEMBER OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS PRIVATE COMPANIES AND S.E.C. PRACTICE SECTIONS
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Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

MANAGEMENT LETTER
(Continued)

m  Section 10.554(1)(i)4., Rules of the Auditor General, requires that we address violations of laws,
regulations, contracts or grant agreements, or abuse that have occurred, or are likely to have occurred, that
have an effect on the determination of financial statement amounts that is less than material but more than
inconsequential. In connection with our audit, we did not have any such findings.

n  Section 10.554(1)(i)S., Rules of the Auditor General, requires, based on professional judgment, the
reporting of the following matters that are inconsequential to the financial statements, considering both
quantitative and qualitative factors: (1) violations of laws, regulations, contracts or grant agreements or
abuse that have occurred, or are likely to have occurred; (2) control deficiencies that are not significant
deficiencies, including, but not limited to: (a) improper or inadequate accounting procedures (e.g., the
omission of required disclosures from the annual financial statements); (b) failures to properly record
financial transactions; and (c) other inaccuracies, shortages, defalcations, and instances of fraud

discovered by, or that come to the attention of, the auditor. In connection with our audit, we did not have
any such findings.

m  Section 10.554(1)(0)6., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in this
management letter, unless disclosed in the notes to the financial statements. The required disclosure for
the primary government is made in Note 1. There are no component units.

m  Section 10.554(1)(i)7.a., Rules of the Auditor General, requires a statement be included as to whether or
not the local governmental entity has met one or more of the conditions described in Section 218.503(1),
Florida Statutes, and identification of the specific conditions met. In connection with our audit, we

determined that the City did not meet any of the conditions described in Section 218.503(1), Florida
Statutes.

m  Section 10.554(1)(i)7.b., Rules of the Auditor General, requires that we determine whether the annual
financial report for the City for the fiscal year ended September 30, 2008, filed with the Florida
Department of Financial Services pursuant to Section 218.32(1)(a), Florida Statutes, is in agreement with
the annual financial audit report for the fiscal year ended September 30, 2008. In connection with our
audit, we determined that these two reports were in agreement.

m  Section 10.554(1)(i)7.c and 10.556(7), Rules of the Auditor General, require that we apply financial
condition assessment procedures. It is management’s responsibility to monitor the entity’s financial
condition, and our financial condition assessment was based in part on representations made by
management and the review of financial information provided by same.

This management letter is intended solely for the information and use of the City Commission, management,

federal and state awarding agencies and pass-through entities, and the Florida Auditor General. It is not
intended to be used, and should not be used, by anyone other than these specified parties.
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Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

MANAGEMENT LETTER
(Concluded)

We wish to take this opportunity to thank you and your staff for the cooperation and courtesies extended to us
during the course of our audit. Please let us know if you have any questions or comments concerning this
letter, our accompanying reports, or other matters.

) Gw’fma(’ &W)‘wfﬁ LLF

June 25, 2009
Sarasota, Florida
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SCHEDULE OF CURRENT YEAR FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2008
CITY OF FORT MEADE, FLORIDA

Internal Controls — Significant Deficiencies

2008-1 Compensated Absences Balances—The City maintains schedules’ calculating the
compensated absences balances by department. We found errors in the calculations and
brought them to the attention of management.

Recommendation: We encourage the City to monitor and review calculations done outside the
accounting system before recording the adjustments in the future.

2008-2 Pooled Cash Reconciliations—The City maintains a pooled cash fund whereby
multiple funds pool their cash to realize better returns and ease of administration. We noticed
that the reconciliation of the bank account to the general ledger had some immaterial
differences each month. Also, it was noticed that the pooled cash fund does not equal the
individual cash balances in the funds that participate in the fund.

Recommendation: We encourage the City to perform timely, complete reconciliations on the
pooled cash accounts in the future.

2008-3 Accounts Payable Cut-off—During our search for unrecorded liabilities and review
of the bank reconciliation, we noticed that there were checks written after year-end that were
back dated to record the transactions in fiscal year 2008. This is not recommended practice as
it understates cash and accounts payable.

Recommendation: We encourage the City to record all transactions in the proper accounting
period.

2008-4 Capital Asset Reconciliations—The City migrated to a new accounting software in
2007 and transferred the capital assets information into the software in the current year. It
appears the City is not fully utilizing and interfacing the capital asset module with the general

ledger. We found errors in the reconciliation of the general ledger balances to the capital asset
reports.

Recommendation: We encourage the City to perform timely reconciliations on these accounts
and investigate and resolve differences.

Compliance Areas

2008-S Records Retention—The City could not locate a signed and executed employment

contract for the City Manager. Florida Statutes Chapters 119 and 257 govern the requirements
of record retention and disposition.

Recommendation: We recommend the City establish and follow procedures to comply with
State Statutes.
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SCHEDULE OF CURRENT YEAR FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2008
CITY OF FORT MEADE, FLORIDA
(Concluded)

Compliance Areas (Concluded)

2008-6 Unclaimed Property Disposition—The City has outstanding checks in its central
investment operating account dating back to 2000. Florida Statutes Chapter 717 govern the
requirements for local governments to turn over unclaimed property to the State.

Recommendation: We recommend the City establish and follow procedures to comply with
State Statutes. ‘
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CITY OF FORT MEADE, FLORIDA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

AND STATE FINANCIAL ASSISTANCE
For the year ended September 30, 2008

Pass-thru Entity

Grantor/Pass-through Grantor/ CFDA Identifying Federal
Program or Cluster Title Number Number Expenditures
Federal awards to City of Ft. Meade under FEI No. 59-6000320:
U.S. Department of Housing and Urban Development:
Pass-through programs from:
Polk County, Florida - Community Development Block Grant :
Sewer lines bursting project 14.218 $ 25,728
Total U.S. Department of Housing and Development 14.218 25,728
U.S. Department of Justice:
Direct programs:
Bureau of Justice Assistance Grant 16.738 2008-JAGC-POLK-7-Q9-052 10,808
Bureau of Justice Assistance Grant 16.738  2008-JAGD-POLK-4-Q0-007 2,909
Total U.S. Department of Justice: 16.738 13,717
U.S. Department of Agriculture:
Direct programs:
Water and waste disposal systems for rural communities 10.760 1,132,903
Total U.S. Department of Agriculture 10.760 1,132,903

Total expenditures of Federal awards

State financial assistance to City of Ft. Meade under FEI No. 59-6000320:

None
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