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Response to Auditor General’s Report No. 2007-075 - Operational Audit

The CRA recognized that changing market conditions, and amended eminent
domain laws required that the City completely revise its CRA plan to go in a new
direction and consider new development tools. To involve the residents and stake
holders in the community, the City hired the Treasure Coast Regional Planning
Council (TCRPC)1in August of 2007 to conduct a citizens’ charrette to begin the plan
redesign process for the City. The charrette took place in October 2007. Over 300
residents took part in a week long process to draft a new vision for the future of
Riviera Beach. Following the extremely successful charrette, the TCRPC went to
work to produce the Charrette Master Plan which formally identified the new
direction and vision plan for the CRA. The document was presented to the CRA’s
Board of Commissioners and the public in January 2008. The formal document was
finalized and approved by the Board in February 2008. Following the Commission’s
acceptance of the new plan, the CRA has a new vision for the Agency. This new
vision serves as the basis for formulating the revised CRA plan.

In accordance with section 163.360, F.S. (Community redevelopment plans),
a Community Redevelopment Plan must conform to the Comprehensive Plan. The
existing Riviera Beach CRA plan is a very detailed plan for developing the entire
CRA on a parcel by parcel basis with specific development guidelines for each
property. Therefore, to create a new CRA Plan, multiple tasks must be completed.

In June 2008, the CRA successfully completed negotiations to hire the
TCREPC to prepare all of the necessary elements to update the CRA Plan which are
generally identified as follows.

> Prepare amendments to the Riviera Beach Comprehensive Plan, which will
be forwarded to the Department of Community Affairs for review and
approval.

> Prepare the revised CRA Plan.
> Prepare the new Land Development Regulations for the redevelopment area.

The new CRA plan is now under development. The basis for the new
development direction has already been completed in the Charrette Master Plan,
which was adopted by the Board of Commissioners. The CRA’s revised goals,
which are included in the Charrette Master Plan, call for incremental development
based on traditional neighborhood design principles and new urbanism. These goals
are to be included in the new CRA Plan.

Amendingthe plan requires detailed studies and analyses including activities
such as, but not limited to, traffic projections; planning and zoning; concurrency;
and, economic studies to ensure the plan’s viability and feasibility.
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Once the Comprehensive Plan amendments have been accepted by the
Department of Community Affairs and the City Council, the City can proceed with
adopting the new CRA plan.

All parties who monitor the Agency and its activities must understand that
moving the CRA in a new direction is a time consuming process that requires
multiple steps and can not be rushed. The future of Riviera Beach’s redevelopment
efforts depends on strict adherence to the process. In that regard, the Board of
Commissioners has adopted the following policy statement.

“The Agency shall prepare and implement the overall redevelopment plan for
the development of the Community Redevelopment Areas designated by the
City of Riviera Beach and the CRA’s Board of Commissioners. The Agency
shall cause the redevelopment plan to be updated, as required, to insure that
the redevelopment plan is responsive to the needs of the City in fighting
blight and eliminating slum conditions, and the Agency shall provide the
tools needed to foster and support redevelopment of the targeted area(s). The
redevelopment plan shall serve as the basis for the Agency’s short-term and
long-term strategic planning for the target area(s) and it will serve as the
Agency’s guide for the timely planning for and allocation of resources.”

2. The audit report’s recommendation was that until the CR A updates its plan, it should
not expend additional moneys for program and construction management, real estate
appraisal, or other professional services.

CRA Response:

It is not practical to adopt this recommendation of the auditors unless the
Agency ceases its operations, in total. As noted above (CRA response to issue
number one), the adoption of a new plan consists of a process that could take a year
or more.

Until a new plan is adopted, the CRA must continue to operate under the
existing plan. The Agency strives to make certain that the projects currently being
undertaken are within the scope of the types of projects contemplated in the existing
2001 Master Plan. However, the Agency will exercise tighter control over the
identification of projects to implement and will exercise the necessary oversight of
the projects being developed to ensure that development activities are properly
controlled: fiscally, administratively, and operationally.
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3. The audit report noted that subsequent to December 2006, the CRA paid $141,758
to a program and construction services firm even though the CRA had assigned the
firm no projects to oversee.

CRA Response:

This issue should now be considered resolved.

This consultant no longer performs services for the Agency. Their contract
was terminated by the Board of Commissioners in early 2007.

Although the consultant had not been assigned a project or projects to
oversee, the consultant was still performing services under the agreement it had in
place with the City. The payment of $141,758 represents four invoices submitted by
the contractor for the months of December 2006 and January through March 2007.
The December invoice was not received nor was it paid in 2006. The cumulative
payments of $141,758 were for invoices not being disputed by the Agency.
Consequently, they were not a part of the settlement agreement, covering disputed
invoices from the consultant, that was signed at the end of February 2007.
Additional comments regarding this consultant are included in findings No. 18 and
19.

The Agency has now adopted appropriate policies and procedures that, if
adhered to and properly implemented, will eliminate the possibility of this type of
contractual agreement in the future.
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Finding No. 15: Written Policies and Procedures

Community Redevelopment Agency Response to Finding No. 15

The audit report’s unresolved finding is that the administrative and operational policies and
procedures necessary to address the findings noted in audit report No. 2007-075 were scheduled to
be produced and presented to the CRA Board in October 2008,

CRA Response:
This 1ssue should now be considered resolved.

The Agency’s Board of Commissioners adopted a “Comprehensive Policies and
Procedures Manual” on October 8, 2008. The policies and procedures contained in the
manual address all of the areas referenced in audit report No. 2007-075 and the issues
addressed by the Financial Review Advisory Committee (FRAC) in its report dated
December 20, 2004. Additional comments on this issue are included in finding No. 23.

A copy of the Agency’s “Comprehensive Policies and Procedures Manual” can be
viewed on the CRA’s web site at http://www.rbcra.com .

Finding No. 16: Budget Preparation and Moniforing

Community Redevelopment Agency Response to Finding No. 16

CRA Response:

No actionrequired. This matter has been resolved per the Auditor General’s follow-
up audit report.
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Finding No. 17: Debt Management and Capital Project Financing

Community Redevelopment Agency Response to Finding No. 17

The audit report’s unresolved issues related to Finding No. 17 and the Agency’s responses
are as follows,

1. The audit report noted that the CRA had not approved or implemented written debt
management policies and procedures.

CRA Response:

This issue should now be considered resolved.

As of October 8, 2008, the CRA’s debt management policy and procedures
were adopted by the Board of Commissioners and included in the Agency’s
comprehensive policies and procedures manual, which was also adopted by the
Board on October 8, 2008.

2. The audit report noted that contrary to the provisions of Resolution §2-06 and the

interlocal agreement with the City, the City had not established a debt service fund,
but the CRA directly paid the semi-annual payment to the lender.

CRA Response:

This issue should now be considered resolved.

Per discussion with the City’s Finance Director, future payments of the debt
obligation will be made by the City. The City will provide the CRA with appropriate
documentation of funds held for payment of the debt and it will provide the Agency

with verification that the semi-annual payments of principal and interest have been
made.
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Finding No. 18: Disbursements Processing

Community Redevelopment Agency Response to Finding No. 18

The audit report’s unresolved issues related to Finding No. 18 and the Agency’s responses
are as follows,

1. The audit report noted that three payments were made totaling $6,500 for donations
and sponsorships, which were not related to the projects described in the 2001 Plan.

CRA Response:

The expenditure of funds, in reasonable amounts, for expenditures in support
of activities like the ones represented by these transactions should be allowable. The
CRA’s budget includes administrative expenses that are general in their nature that
do not directly support an Agency project or projects. Administrative expenditures
support the Agency’s overall operations. “Promotional” expenses are part of those
administrative costs. Such expenses can take the form of direct advertising or
support of a project or they can be expenditures in support of community, civic, or
educational activities related to the CRA’s mission. A Community Redevelopment
Agency does not operate in a vacuum. A CRA is part of the community at-large.

The Agency’s comprehensive policies and procedures manual includes
guidelines on promotional expenditures. Proper documentation of promotional
expenditures is essential, including the documentation of their relationship to CRA
projects and/or to the CRA’s mission.

2. The audit report noted that one consultant was paid a total of $13,600, exceeding the
contract amount by $3,600, and without receipt of deliverables.

CRA Response:

This finding by the auditors is incorrect.

The $13,600 quoted in the finding represented a payment of $10,000 for a
project that was completed in August 2007 and a payment of $3,600 for a project that

was completed in February 2008. Deliverables were presented tothe Agency in both
projects.
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The Palm Beach Consulting Group’s initial contract with the CRA was inthe
amount of $10,000. The contract was signed on June 27, 2007. The project was
concluded and a final report delivered to the Executive Director and the Chairman
of'the Board of Commissioners. The report was dated August 24, 2007. The “Scope
of Services” did not call for the consultant to develop the Agency’s comprehensive
manual but to address only the procedures specifically referenced in the audit report.

The Agency determined that the consultant had completed the assignment
that was contracted for and that the consultant had provided the Agency with the
deliverables specified in the contract. The consultant’s report was provided to the
Auditor General’s staff conducting the follow-up review prior to the start of their
field work in March 2008.

In February 2008, the Executive Director of the CRA asked that the
consultant prepare an “update™ to the August 24, 2007 report which included actions
taken by the Agency between August 2007 and March 2008, when the auditors
started their fieldwork. This project was undertaken to give the incoming auditors
a complete understanding of what actions the Agency was involved in and the status
of their efforts in anticipation of the auditors’ return to the Agency for the follow-up
to the initial audit. The consultant performed this task (an update of the August 2007
report) at a cost of $3,600. The consultant prepared an update report that was dated
March 3, 2008. The report was submitted to the Chairman of the Board of
Commissioners and the Executive Director of the CRA. Although related in content,
this project was separate and distinct from the project that resulted in the August 24,
2007 report. This report update was also provided to the auditors prior to the start
of their field work in March 2008.

3. CRA personnel advised the auditors that the CRA uses the City's travel policy. Two
consultants were reimbursed for travel expenses at rates that exceeded the City's
travel policy, resulting in overpayments for meal reimbursement ($3,478) and
mileage ($10).

CRA Response:
These issues should be considered resolved at this time.
The Agency’s travel procedures and those of the City have been reviewed.

Adopted travel procedures of the Agency are now in substantial agreement with
those of the City.
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4. Two consultants were reimbursed $2,364 for expenses (i.e., cellular telephone
charges and airline tickets and change fees) that were not adequately supported by
detailed receipts.

CRA Response:

These issues should now be considered resolved.

The Agency’s procedures have been strengthened to require proper support
for disbursements paying consultant invoices and for disbursements generally.

5. The CRA entered into a settlement agreement with the former program and
construction consultant to settle disputed claims. The agreement included a clause
stating that both parties would execute general mutual releases upon payment of the
money provided herein. The mutualrelease was dated February 28, 2007, and stated
that each of the parties releases the other from all liability for claims and demands
arising out of payments due under the contract and sublease through February 28,
2007. However, the audit review disclosed that, subsequent to executing the
settlement agreement, the CRA paid the consultant $72,754 for services provided in
January and February 2007.

CRA Response:

This issue and issues related to the company that once performed program
and construction management services to the Agency should now be considered
resolved. The company’s contract was terminated by the Agency and procedures
have been adopted and are in place to prevent the use of similar “open-ended”
contracts in the future.

Asnoted in the audit report, the Agency contracted with acompany to deliver
program and construction management services. As a result of questions raised by
the Agency’s new management, over $800,000 of billings from the company were
placed in a “disputed” status and payment was withheld. As a result of lengthy
negotiations between the company and the Agency, the company agreed to accept
apayment of approximately $206,000 “in full consideration of all outstanding claims
for payments.” The settlement agreement was dated February 28, 2007. There were
four (4) payments made to the company totaling $141,758, which were made
subsequent to the settlement. These payments were for invoices dated December
2006 and January through March 2007. The invoices were for work performed that
was not in dispute. The $72,754 amount referred to above is part of the $141,7358.
The company did not perform billable services to the CRA after March 2007.
(Additional discussion of issues related to this response can be found in response
number 3 to finding No. 14.)
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In a letter to the CRA Board of Commissioners dated May 23, 2007, the
company requested that the Agency “suspend” its contract for a period of thirty to
ninety days “or until such time that work will be available.” At its meeting on May
23, 2007, the Agency’s Board passed a resolution to suspend the services of the
contractor for a period of 90 days or until such time that the Board authorized the
contractor to resume services. The company’s contract was subsequently terminated
by the Board of Commissioners.

6. The auditors’ review of the program and construction management consultant's
invoice for March 2007 disclosed that there was no work order or other authorization
directing the consultant's work effort for the month. The review also disclosed that
the administrative position was billed at a rate of $37 per hour (85,130 total),
although the contract indicated that the position would be filled by an intern at no
cost to the CRA. Additionally, the CR A was billed for a document control specialist
at a rate of $73 per hour ($12,629 total); however, although requested, the auditors
were not provided evidence of the documents or work product produced on the
CRA's behalf.

CRA Response:

This issue should now be considered resolved. The company’s contract was
terminated by the Agency and procedures are in place to prevent the use of similar
contracts in the future.

7. The audit report noted that the contract for program and construction management
services required the consultant to immediately deliver all documents, written
information, and other records of the CRA in its possession, to the CRA upon the
effective date of termination or expiration. In June 2007, the CRA notified the
consultant that the contract was suspended, and the CRA Board terminated the
agreement in January 2008. In response to your inquiry regarding documents and
records provided by the consultant, you noted that the CRA Executive Director
indicated that the CRA was working through its attorney to obtain the documents
from the consultant.

CRA Response:

Staff have recently located CRA documents and records that were locked in
a storage area located in office space once occupied by the company. Staff are in the
process of determining if these are the Agency’s documents in question. If not, the
Agency will continue to pursue its records and documents using legal means.
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8. The audit report noted that the auditors were not provided evidence of the CRA's
efforts to seek reimbursement of a $4,015 overpayment and the auditors were not
able to obtain documentation for the unsupported payments noted in your report No.
2007-075.

CRA Response:

This issue should now be considered resolved.

Staff have reviewed the issue with the Agency’s attorney and have
determined that the cost to pursue recovery may be greater than the amount
recovered, if any. The Agency has strengthened its vendor payment procedures to
prevent the duplicate payment of invoices.

Finding No. 19: Consultant Contracts

Community Redevelopment Agencv Response to Finding No. 19

The audit report’s unresolved issues related to Finding No. 19 and the Agency’s responses
are as follows.

The audit report noted that one consultant was hired through electronic mail correspondence
to conduct a feasibility study. There was no written contract to evidence the terms and
conditions, specific duties and responsibilities of each party, and the contract deliverables.
Also, Board approval of the arrangement was not evident in the CRA's records.

The audit report also noted that two contracts did not clearly indicate the total contract price;
one contract did not include a provision requiring the contractor to provide invoices in
sufficient detail for a proper pre- and post audit; and, one contract for outside attorney
services did not require invoices to include detailed support for reimbursable expenses, and
did not contain provisions specifying expenditure types and rates allowable for
reimbursement.

CRA Response:

These 1ssues can now be considered resolved.

The standard portion of Agency contracts for professional services has been modified
to include language requiring adequate documentation and support for amounts to be paid
and/or reimbursed under contracts for such services and that a “scope of services and
deliverables” should be included in each contract in a separate schedule referenced in the
body of the main contract. Additionally, the Agency’s adopted procedures have been
amended to include the review of such documentation before payment of an invoice is
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approved. A contract approval checklist, which must be approved before a contract is
signed, has been developed. A contractor payment checklist, which must be approved
before a contract payment is made, has been developed and will accompany all requests for
contractor payments. The properly completed contractor payment checklist becomes a part
of the documentation for payment. The comprehensive policies and procedures manual 1s
being updated to include the use of these checklists.

Finding No. 20: Sublease to Consultant

Community Redevelopment Agency Response to Finding No. 20

The audit report’s unresolved issues related to Finding No. 20 and the Agency’s responses
are as follows,

The audit report recommended that the CRA avoid entering into agreements to lease more
space than it needs.

CRA Response:

This issue should now be considered resolved.

The Agency’s Board has adopted a policy statement and associated procedures
regarding the leasing of space. They are included in the Agency’s comprehensive policies
and procedures manual adopted in October 2008.

The CRA’s office lease does not expire until August 2009. Due to the terms of the
lease, the Agency does not qualify under any of the conditions that would allow it to
terminate its lease before the lease term is concluded. According to the policy and
associated procedures, the Agency will exercise caution in renting space in the future.

Finding No. 21: Former Executive Director's Employment

Community Redevelopment Agency Response to Finding No. 21

The auditreport’s unresolved finding is that the CR A had not contacted the Internal Revenue
Service regarding the former CRA Executive Director’s possible mis-classification as a consultant
as opposed to being classified as an employee, the effect on compensation payments made to the
former Executive Director while in that classification, and any corrective actions that may be
required.

Page 12 of 15

42



DECEMBER 2008 REPORT NO. 2009-060

Riviera Beach Community Redevelopment Agency
Response to Auditor General’s Report No. 2007-075 - Operational Audit

CRA Response:

This matter is being referred to a lawyer or CPA who specializes in tax issues to
advise the Agency on its appropriate course of action to follow in contacting the Internal
Revenue Service.

Finding No. 22: Transfer of Funds

Community Redevelopment Agency Response to Finding No. 22

The audit report’s finding is that the CRA had not amended its agreement with its financial
institution to specify the locations and accounts where funds can be transferred.

CRA Response:

This issue should be considered resolved. This recommendation cannot be
implemented as recommended by the auditors. The bank’s system cannot limit the accounts
to which funds can be transferred, if a customer chooses to use its funds transfer system.

The CRA maintains bank accounts for operations/payroll and short-term investments
with a major U.S. bank. Funds are kept in an investment account until needed for
operations/ payroll. The Agency transfers funds between the accounts as funds are needed.
Procedures are in place to monitor the transfer of funds to insure that transfers have been
properly authorized.

The Agency’s bank provides fund transfer services for its customers to transfer funds
between its accounts within the bank and outside the bank network. A customer can decide
to exercise his/her option to use or not use the transfer system. If a customer elects not to
use the bank’s transfer services, the ability to make transfers is blocked for that customer.
If a customer decides to use the banks transfer services, the ability to make transfers is open
for all participating banks and available accounts. Transfers cannot be limited by the bank
only to certain accounts. Following the auditor’s recommendation becomes more
impractical since the Agency does its own payroll and the net pay of employees is direct
deposited to the respective bank accounts of employees by way of funds transfers.

To provide for the internal control feature suggested by the auditors, the Agency’s
procedures are being changed to include second-party monitoring of payroll transfers to
employee direct deposit accounts and second-party monitoring of transfers, in general.
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Finding No. 23: Financial Review Advisory Committee Report Implementation

Community Redevelopment Agency Response to Finding No. 23

The audit report’s unresolved findings are specifically related to completing the
recommendations of the FRAC committee.

The audit report notes that the CRA must ensure that appropriate systems and procedures
are developed to implement the findings noted in report No. 2007-075, as well as those noted by the
FRAC.

CRA Response:

This issue should now be considered resolved.

The Agency has restructured its operations; resolved outstanding issues with
consultants based on imprudent practices of the Agency in prior years; strengthened its
management and oversight activities; developed and adhered to sound business, operational,
and fiscal practices; and, developed a ‘Comprehensive Policies and Procedures Manual,”
which has been approved by the Board of Commissioners.

Finding No. 24: Vehicle Usage Logs

Community Redevelopment Agencv Response to Finding No. 24

The audit report’s unresolved issues related to Finding No. 24 and the Agency’s responses
are as follows.

1. The usage logs indicated the trip's destination, but did not evidence the business or
public purpose of the trip.

CRA Response:

This issue should be considered resolved.

The business or public purpose of trips will be recorded in the usage log.
This requirement will be included in the Agency’s procedures manual.
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2. The usage log for July 2007 was not complete. The log showed an ending odometer
reading on July 18, 2007, of 695 miles, and the next entry, on August 1, 2007,
showed a beginning odometer reading of 735 miles.

CRA Response:
This issue should be considered resolved.
Agency staff have been instructed in the proper method to complete the
vehicle log. The log should now be maintained in a complete and accurate manner.
Finding No. 25: Report of Activities

Community Redevelopment Agency Response to Finding No. 25

No action required. This matter has been resolved per the Auditor General’s follow-
up audit report.
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