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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
111 West Madison Street

David W. Martin, CPA Tallahassee, Florida 32399-1450 850/488-5534
AUDITOR GENERAL Fax: 850/488-6975

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of WKGC-AM/FM Radio Station (Station), a public telecommunications
entity operated by Gulf Coast Community College (a component unit of the State of Florida), as of and for the fiscal
years ended June 30, 2008, and 2007, and have issued our report thereon included under the heading
INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS. As discussed in note 1, the
Station’s financial statements are intended to present the financial position, and the changes in financial position and
cash flows, of only that portion of Gulf Coast Community College that is attributable to the Station’s transactions.
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 Station'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 Station’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Station’s internal control over financial

reporting.

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 Station'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 Station’s financial
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statements that is more than inconsequential will not be prevented or detected by the Station’s internal control. We
consider the deficiency described in the FINDING AND RECOMMENDATION section of this audit report to

be a significant deficiency in internal control over financial reporting.

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

Station’s internal control.

Our consideration of 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 be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, we believe that the significant deficiency described in the

FINDING AND RECOMMENDATION section of this audit report is not a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assutance about whether the Station's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, rules, regulations, contracts, and
grant 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 no instances of

noncompliance or other matters that are required to be reported under Government Anditing Standards.

Management’s response to the finding discussed in the FINDING AND RECOMMENDATION section is

included as Exhibit A. We did not audit management’s response and, accordingly, we express no opinion on it.

Pursuant to Section 11.45(4), Florida Statutes, this report is a public record and its distribution is not limited.
Auditing standards generally accepted in the United States of America require us to indicate that this report is
intended solely for the information and use of the Legislative Auditing Committee, members of the Florida Senate
and the Florida House of Representatives, Federal and other granting agencies, and applicable management and is not

intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

(O 4 e

David W. Martin, CPA
November 7, 2008
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FINDING AND RECOMMENDATION

SIGNIFICANT DEFICIENCY

Finding No. 1: Financial Statements

The Station’s financial statements provide information about the Station’s finances, demonstrate the Station’s
accountability for public resources, and provide users of the financial statements a basis for evaluating the Station’s
financial condition. To be useful, the financial statements must be accurate and fairly presented in accordance with

generally accepted accounting principles. We noted errors in the Station’s financial statements as follows:

» The Station did not report amounts approptiated and encumbered by the State for a Public Education Capital
Outlay (PECO) appropriation. As a result, due from other governmental agencies and revenue for capital

appropriations were understated by $62,000.

» The Station did not propetly report two Digital Conversion Grants received from the Corporation for Public
Broadcasting for which the eligibility requirement for matching funds had not been met. As a result, current
restricted cash was understated by $30,000, deferred revenue was understated by $65,000, and revenue for

capital appropriations was overstated by $35,000.

» Due to an oversight, the College did not propetly record a Community Service Grant receivable from the
Corporation for Public Broadcasting; as a result, the amounts due from the Corporation for Public

Broadcasting and Community Service Grants revenues were understated by $23,892.

These errors were due to oversight or untimely recording of transactions and resulted in a combined increase to net
assets of $50,892, or 15.7 percent. We expanded our audit procedures to determine the adjustments to the account
balances necessary for the fair presentation of the Station’s financial statements. Adjustments were accepted by the
Station to correct these account balances in the accompanying financial statements. However, our audit procedures
cannot substitute for effective internal controls. When the financial statements are not accurately prepared, the
Station’s management, the College, and other users of the financial statements are without proper basis for evaluating

Station operations and for assessing the Station’s financial condition. Similar findings were noted in our report

No. 2008-044.

Recommendation: The Station should improve its efforts to ensure that its financial statements are
accurate and fairly presented.
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PRIOR AUDIT FOLLOW-UP

Except as discussed in the preceding paragraphs, the College had taken corrective actions for findings included in our

report No. 2008-044.

MANAGEMENT’S RESPONSE

Management’s response is included as Exhibit A.
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Exhibit A
Management’s Response

ov)
(A
Gulf Coast

Community College
November 5. 2008

Mr. David W. Martin

Auditor General, State of Florida
(G74 Claude Pepper Building

111 West Madison Street
Tallahassee, Florida 32399-1450

Dear Mr, Martin:

In response to the preliminary and tentative findings related to the audit of WKGC-AM/FM
Radio Station. Gulf Coast Community College. for the Fiscal Year ended June 30, 2008, we
submit the following response to your recommendation.

Finding No. 1: Financial Statements
Recommendation:

The Station’s financial statements provide information about the Station’s finances.
demonstrate the Station’s accountability for public resources, and provide users of the
financial statements a basis for evaluating the Station’s financial condition. To be useful,
the financial statements must be accurate and fairly presented in accordance with
generally accepted accounting principles. We noted errors in the Station’s financial
statements as follows:

[ The Station did not report amounts appropriated and encumbered by the State for a
Public Education Capital Outlay (PECO) appropriation. As a result, due from other
governmental agencies and revenue for capital appropriations were understated by
$62,000.

[ The Station did not properly report two Digital Conversion Grants received from the
Corporation for Public Broadcasting for which the eligibility requirement for matching
funds had not been met. As a result. current restricted cash was understated by $30.000.
deferred revenue was understated by $65.000, and revenue for capital appropriations was
overstated by $35,000.

Gulf Coast Community College
5230 West ULS, Highway 98 . Panama City, Florida 32401 . 850769.1551 . 800.311.3685 . www.qulfcoast.edu
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"1 Due to an oversight, the College did not properly record a Community Service Grant
receivable from the Corporation for Public Broadcasting; as a result, the amounts due
from the Corporation for Public Broadcasting and Community Service Grants revenues
were understated by $23.892.

These errors were due to oversight or untimely recording of transactions and resulted in a
combined increase to net assets of $50.892, or 15.7 percent. We expanded our audit
procedures to determine the adjustments to the account balances necessary for the fair
presentation of the Station’s financial statements. Adjustments were accepted by the Station
to correct these account balances in the accompanying financial statements. However, our
audit procedures cannot substitute for effective internal controls. When the financial
statements are not accurately prepared, the Station’s management, the College. and other
users of the financial statements are without proper basis for evaluating Station operations
and for assessing the Station’s financial condition. Similar findings were noted in our report
No. 2008-044.

College Response: The College agrees with the finding of the Auditor General staff.

The first two components of this finding relate to an unusual construction project involving
the construction of a tower at the college’s North Bay Center to be used by both the AM and
FM radio stations operated by the college, the college itself for other purposes. and Bay
County Emergency Management Services. To complicate the situation further, there have
been significant changes in the management and operation of WKGC, and the funding for the
project comes from a number of sources that include Public Education Capital Outlay
(PECO) dollars and Federal, state, and Corporation for Public Broadcasting grant funds. This
project also did span several fiscal years but will be completed no later than December 31,
2008. To prevent recurrence of such errors in the future, procedures for the preparation of the
annual CPB report will be amended to require the preparer to examine all grant and PECO
funding documents to ensure that any WKGC-FM and WKGC-AM related funding is
included, and WKGC management and the college’s grant accountant will review for
completeness.

The third component, the 2007-08 Florida Community Service Grant revenue misstatement,
is a result of the timing of receipt of funds from the state, which in the past have always been
received in the award year, but were received in the 2008-09 fiscal year. As a result, both
receivables and revenues were understated in the financial statements. The same procedures
as in the previous paragraph have been amended to ensure this error is prevented in the
future.

Gulf Coast Community College
5230West U.5. Highway 98 . Panama City, Florida 32401 . 850.769.1551 . 800.311.3685 . www.qulfcoast.edu
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The other issues resulting in audit adjusts were clerical errors or reclassifications by audit
staff and believed by college staff to be immaterial to the overall financial statements.
College staff does agree. however, that all financial information should be reported
accurately to enable the user to make appropriate management decisions and will work with
all parties involved to ensure that these financial statements are presented both fairly and
accurately in the future.

Ally,

Gulf Coast Community College
5230 West US. Highway 98 . Panama City, Florida 32401 . 850.769.1551 . 800.311.3685 . www.gulfcoast.edu
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