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examples oOT Traud policies In place In other JUrsdictions wnich they Trelt were
exemplary. We used the policy recommended by your staff as a template to prepare
a draft Flagler County Fraud Policy. Although the effectiveness of such a policy in
Audit  detecting or more importantly preventing fraud is open to question, we will consider
Report presenting the draft policy to the Board of County Commissioners for their
Finding consideration.
Number

8 Reporting of Checks Issued From County Depository

Recommendation: For all checks issued from the County depository, the Clerk
should timely provide the Board with the necessary reports to ensure that the
specified check information is presented to the Board for approval and included in
the Board minutes in accordance with law.

Response: Although this particular finding is intended to be answered by the Clerk,

we must report that there has been a significant improvement in reporting in this

regard since the conclusion of the audit fieldwork. As noted by the auditors, “Section

136.06, Florida Statutes, provides, in part, that “All money drawn from any county

depository shall be upon a check or warrant issued by the board or officer drawing

the same, said check or warrant, both as to number and amount, person to whom

drawn and purpose for which drawn shall be recorded in the minutes of the board

having ordered the same drawn...". Historically, information provided to fulfill this

statutory requirement had been both incomplete and delinquent, even though both

the Board of County Commissioners and their staff had made frequent requests for

the required information. | am pleased to report that both the volume as well as the

Audit timeliness of the information required by the provisions of Section 136.06, Florida

Report Statutes have recently experienced dramatic improvement and we applaud the Clerk
Finding for her efforts in this regard.

Number

9 Employment Agreements

Recommendation: The Clerk should not enter into employment agreements for
terms in excess of that authorized by Florida law, and should consult with legal
counsel to determine what steps can be taken to bring the Director of Finance'’s
employment agreement into compliance with Florida law.

Response: Although the response to this finding should be prepared by the Clerk of
the Circuit Court, the Board of County Commissioners and their staff are concerned,
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nevertheless, that long-term funding commitments unilaterally created by any of the
Audit  constitutional officers could potentially become the responsibility of the Board of
Report County Commissioners or any other entity responsible for the provision of funding to
Finding the constitutional officers.
Number
10 Public Records Requests

Recommendation: The Clerk should provide the records requested to the County
Administrator and ensure that all future public records requests are completed in a
timely manner and appropriately documented.

Response: As included in the auditor's report, “the County Administrator made
certain public records requests to the Clerk, as clerk for the Board, through
memoranda dated January 31, 2008, and February 20, 2008. The public records
requests consisted of electronic correspondence of Clerk employees and other
documentation associated with the Government Services Complex projects.
However, as of January 21, 2009, the County Administrator stated that responses to
these requests had not been completed.” Although we would anticipate that the
Clerk of the Circuit Court will be primarily responsible for the preparation of the
response to this finding, we should report that on March 24, 2009, correspondence
was received from the Director of Board Records in the Flagler County Clerk’s Office
indicating that the two referenced public records requests “were complete and ready
for pick up” and on March 25, 2009, Board Staff received 8 boxes of documentation
Audit  in connection with these requests. Unfortunately, as a result of the fact that physical
I'\fepgrt delivery of the documentation occurred this week and is fairly voluminous, we have
;'"d'l;"g not yet been able to establish the completeness of the response received.
umber

1 Preparation of Board Meeting Minutes

Recommendation: The Clerk should take the necessary action to ensure that the
draft Board minutes are timely prepared and provided to the Board for approval and,
once approved, made available for public inspection in a timely manner.

Response: This finding should alsc be responded to by the Clerk of the Circuit
Court. However, as a part of their audit for the fiscal year ending September 30,
2007 (which was accepted by the Board of County Commissioners at their meeting
on September 15, 2008), our independent auditors, Berman, Hopkins, Wright &
LaHam, CPAs and Associates, LLP, recommended “that the Board establish a
timeline for presentation of draft minutes and Board approval.” In spite of the fact
that we pointed out to our auditors that the applicable constitutional and statutory
guidance (Article V, Section 16 of the Florida Constitution and Section 28.12, Florida
Statutes) assigns the responsibility for keeping the minutes to the Clerk of the Circuit
Court (in his or her role as Clerk to the Board of County Commissioners) the Board
of County Commissioners were placed in the position of having to respond to the
management letter comment addressed to them. As a consequence, as noted
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Audit above in our response to audit report finding number 6, on November 3, 2008 the
Report Board of County Commissioners adopted a resolution establishing guidelines for the
Finding preparation of minutes. A pertinent portion of Section 1 of the resolution “requests
Number thatthe Clerk of the Circuit Court, in his or her role as ex-officio Clerk to the Board of
— 11 County Commissioners, prepare and present to the Board of County

Commissioners, in final form, official minutes for each meeting of the Board of
County Commissioners within 60 calendar days following the meeting.” Although
somewhat unconventional, the adoption of this policy has resulted in some
improvement to the timeliness of presentation for approval of the minutes. Even so,
a member of the Board of County Commissioners has requested that we further
reduce the timeframe for the preparation and presentation of the official meeting
minutes from 80 to 45 calendar days. The requested modification to the policy is
tentatively scheduled for consideration by the Board of County Commissioners at the
April 6, 2009 meeting. In any event, at this juncture, it is our belief that the actions
taken by the Board of County Commissioners clearly exceeds any constitutional or
statutory responsibility or authority with respect to the preparation and presentation
of minutes for approval and no additional actions on the part of the Board of County
Commissioners or their staff are contemplated in this regard.

Let me take this opportunity to thank both you and your staff for the professional and
courteous manner with which you completed this most delicate process. | look
forward to completing the process and would welcome the opportunity to further
discuss any of the comments made in this correspondence. As always, should you
have any questions or require any additional information, please contact me.

Sincerely,
Craig M. Coffey

County Administrator
Flagler County, Florida
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EXHIBIT B
MANAGEMENT RESPONSES — CLERK OF THE CIRCUIT COURT

GAIL WADSWORTH, Clerk of the Circuit Court

1769 East Moody Blvd., Building #1 « Bunnell, Florida 32110
Website: www.flaglerclerk.com

David W. Martin, CPA

Auditor General

State of Florida

G74 Claude Pepper Building

111 West Madison Street
Tallahassee, Florida 32399-1450

March 27, 2009

Dear Mr. Martin:
| have reviewed the list of preliminary and tentative audit findings and recommendations report
prepared on your operational audit of Flagler County Government Center Capital Projects, for

the period of October 2005 through December 2007 submitted by your office February 25,
2009.

Please find attached my response for your consideration. | have noted several items that are
relevant to the preliminary and tentative findings listed and have provided backup to my
statements.

You will find the information attached as provided by my office is vital.

If you have any questions or desire further discussion on any of the items mentioned in this
report, please feel free to contact me.

Cordially,

:‘\““""BK : MJ\J
Gail Wadsworth (

386-313-4400

Attachments: Clerk Response to Preliminary & Tentative Findings
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Flagler County Clerk of Court’s response to the Auditor General’s preliminary and tentative findings and
recommendations of the report prepared on the operational audit of the Flagler County Government
Center Capital Projects.

“Notwithstanding any other section of the Constitution, the duties of the Clerk of the Circuit
Court...serving as ex officio Clerk of the Board of County Commissioners, auditor, recorder and
custodian of all county funds.” From Article V, Section 16, State of Florida Constitution

As the Chief Financial Officer, the Clerk of the Circuit Court is the custodian of all county funds and is
responsible for the collection, safe depositing, investing, expenditure and distribution of these funds in
accordance with law and administrative regulation including and not limited to the Florida Constitution,
Florida Statutes, Generally Accepted Accounting Principles (GAAP), Governmental Accounting
Standards as pronounced by the Governmental Accounting Standards Board (GASB), etc.

The Flagler County Clerk of Court (Clerk) has fully supported the notion of the operational audit
requested of the Auditor General. Consequently, Clerk staff has cooperatively and collectively worked
with the Auditor General’s staff in providing all information and documents necessary to complete this
audit.

The numerous findings outlined evidence that prior to commencing many significant projects; adequate
planning and controls should have been implemented by the Board of County Commissioners (Board) to
allow for healthier management and monitoring of those projects.

The Clerk appreciates that the benefits of good relations, between the Board / Board Staff and the Clerk /
Clerk staff, is immeasurable and has worked toward and continues to strive to that end. The taxpayers of
Flagler County expect and deserve nothing less.

Administration and Control over Major Capital Projects

Although the Auditor General has summarized the resolutions surrounding the capital projects; it is clear
that Table 1, which is said to represent Exhibit A as revised on August 15, 2005, does not fully depict all
that was represented to the Board. The part of the Exhibit A that has been excluded from Table 1 is
significant in that it clearly illustrates the intent to spend additional funds beyond site work on the Justice
Center project (see the line item labeled Courthouse Site and Other $7,365,663). It is also significant in
that this portion of Exhibit A ties to the working documents (aka “the Matrix) used by the Board staff,
Office of Management and Budget. Attached for reference are resolution 2004-85 to include revised
exhibit A and “the Matrix”.* Also attached are project reports that depict the budget for the Justice Center
Project #610630 as maintained by the Board’s staff during the projects life cycle, which further solidify
the objective. *

! Attachment - Resolution No. 2004-85 including Exhibit A and Revised Exhibit A and Flagler County Governmental Complex
Matrix
2 Attachment - Project budget reports printed on August 31, 2007 and January 18, 2008 for the Justice Center Project #610630
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Finding No. 1: Use of Restricted Resources

It is apparent, based upon the actions of the Board / Board staff, that the Board “intended” to expend
funds beyond the general obligation bonds for the construction of the Justice Center.

As stated by the Auditor General, “our review disclosed that both the Board / Board staff and
Clerk / Clerk staff were aware, or should have been aware, that capital improvement revenue bond
proceeds and surtax revenues were being expended for project purposes...”

Upon review of the timeline surrounding the Boards’ approval of the design and construction of
the Judicial Center project, it was noted by our office that through January 2006, the Board had
approved a total of $35,951,200 of Judicial Center expenditures. Bond proceeds of $32,541,895
were available (Bond issued $32,997,086 less bond closing costs of $455,191). Clearly revealing
a project overage of $3,409,305; an amount significantly exceeding potential interest earnings.
Beyond the items listed below; additional contracts, purchase orders and expenditures were
incurred through January 2006; thereby increasing the overage to exceed $3.4M.

Sept 1, 2005 General Obligation Bond Closing Proceeds $ 32,997,086
Less: Closing Costs (455,191)
Total Bond Proceeds available for project $ 32,541,895

Apr 18, 2005 BOCC Approved Architectural Design Contract

with Spillis Candella $ 1,683,750
June 6, 2005 BOCC Approved Pre-Construction Contract

with EIKins 196,000
Aug 15, 2005 BOCC Approved relocation of EOC operations to

temporary location 256,837
Nov 7,2005 BOCC Approved additional scope changes to contract

with Spillis Candella 135,000
Nov 21, 2005 BOCC Approved Change Order #1 to PPI Contract

for the Chiller Plant 962,463
Jan 17,2006 BOCC Approved GMP Contract for the construction

of the Justice Center with Elkins 32,717,150
Total Justice Center expenditure approved as of January 2006 $ 35,951,200

Expenditure approved beyond available bond proceeds as of Jan 2006 $ 3,409,305

It is regrettable that the Boards’ management and legal staff did not advise the Board of the need
to revise Resolution 2005-120 prior to the Board taking action to approve contracts and/or
purchase orders in excess of the general obligation bond proceeds and any potential interest
earnings. As stated by the Auditor General, “Capital improvement revenue bond proceeds could
have been authorized for use on the Judicial Center project with specific Board approval through
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adoption of a resolution redefining the projects authorized or, the Board could have authorized the
use of other moneys to fund those Judicial Center expenditures that exceeded the general
obligation bond proceeds and applicable investment earnings. However, no such approval or
authorization was granted by the Board”.

e |t is clear, project management and monitoring to include the construction of buildings and or
infrastructures is a function of the Board.

As stated by the Auditor General, the Clerk as ex officio clerk of the Board, auditor, recorder and
custodian of all County funds is responsible for “the pre-audit of expenditures to determine if the
expenditure is lawful prior to issuing a warrant of payment”. A statement is being made by the Auditor
General that the Clerk, “had not established controls to prevent Judicial Center project expenditures from
being paid from capital improvement revenue bond proceeds...”. The Clerk would not have established
these controls because the Clerk believed that the intent of the Board was to expend capital improvement
revenue bond proceeds, as evidenced by the actions of the Board / Board staff and as depicted in the
documents approved by the Board. The Clerk / Clerk staff and the Board / Board staff to include legal
staff, did not make the realization that the language contained in Resolution 2005-120 was not accurately
written to reflect the action taken in approving Resolution 2004-85 containing Appendix A.

Upon review of the correspondence between Clerk and Board personnel of June 2007, it is apparent that
the $7.4 million dollars was authorized to be set aside by the County Administrator, Doug Wright®; not
the Clerk. It was set aside for the balance of the Judicial Center costs authorized by Resolution 2004-85.
Fortunately, as a result of Mr. Wright’s forethought in reserving cash; adequate funding was available for
the covered arena project when it began.

Per Florida Statute 136.05, “The board of county commissioners shall keep an accurate and complete set
of books....for each and every fund carried by said board, and no check or warrant shall ever be drawn in
excess of the known balance to the credit of that fund as kept by the said board”. The County
Administrator took action in authorizing the reserve of these funds to ensure the fund had ample cash to
meet its obligations. The realization that Board staff had helped the Board to obligate itself without
providing the funding to meet the obligations should have been recognized and dealt with long before this
point in time and was consequently not addressed at all. This is in no way as a result of any action or lack
of action taken by the Clerk / Clerk staff.

For clarity in the recommendation; at the Clerk’s exit conference with the Auditor General, representative
confirmed that they found no (emphasis added) inappropriate expenditures paid; a statement that
corresponds with the findings of the Boards’ independent external auditors. The Clerk inquired of the
Auditor General, “Since it is apparent that there was intent to use revenue bond proceeds for the Justice
Center expenditures, could the Board amend Resolution 2005-120 to correct the language to correspond
with that of Resolution 2004-85? The Auditor General’s representative indicated that this was a viable
solution. The Board could either replenish Fund 309 or amend the resolution.

® Doug Wright’s authorization dated April 12, 2007
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Finding No. 2: Capital Budget Preparation and Adoption

Per Florida Statute 125.74, the County Administrator has “the following specific powers and duties to
prepare and submit to the Board of County Commissioners for its consideration and adoption an annual
operating budget, a capital budget and a capital program”. This is an audit finding to be addressed by
Board management since this is a task entrusted to the County Administrator. The Clerk stands ready to
assist the Board in implementing any recommendations provided by the Auditor General.

The budget approved by the Board at the fund level was not over-expended, therefore, the Clerk is in full
compliance with Florida Statutory requirements.

Finding No. 3: Capital Budget Monitoring

Similar to finding number 2, this is an audit finding to be addressed by Board management since this is a
task entrusted to the County Administrator. The Clerk stands ready to assist the Board in implementing
any recommendations provided by the Auditor General.

For clarity in the recommendation of finding number 3:

The Clerk makes available to Board management / Board staff, in-time financial information through the
use of financial software that allows viewing and printing of financial data. Board staff has access to
software provided demand reports such as trial balances, statements of revenues, budget vs. actual
statements of expenditures and project expenditure reports as well as the capability of creating custom
reports through the use of report writing software.

The Clerk recognizes the importance of timely and accurate financial information in the decision-making
and budget management of Board staff and therefore makes a conscious effort to support the County
Administrator’s efforts by closing each month by approximately the twentieth day of the subsequent
month.

Finding No. 4: Payment Processing

The Clerk as the accountant to the Board is charged with payment processing. There are three steps in the
resource outflow control cycle as identified by the industry standards which demonstrates that payment
processing is not an isolated duty of the Clerk and in fact begins at the Board level. The cycle is depicted
as follows:

Step 1: Issuance of a contract, issuance of a purchase order — This is the applying resources step. This
task is performed by Board / Board staff designated with this function.

Step 2: Receipt of goods and services — This is the step ensuring that conditions outlined in step 1 were
met. This step is performed by the individual in charge of a task such as: project managers, department
heads, etc.

Step 3: Managing payables and making cash payments — This step is to make the payments for the
services authorized in step 1 and received in good condition in step 2. This task is performed by the Clerk
of Court.
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Resolution 2002-42* approved by the Board on April 1, 2002, further provides “direction and
authorization to the Clerk of Courts, Finance Department, for the procedures to be followed in order to
pay bills owed by Flagler County on a timely basis”.

Through this resolution the Board has authorized the Clerks’ Office in the following manner: “All
invoices relating to contracts, purchase orders or agreements, which obligations have been previously
approved by the Board, shall be deemed payable by the Board, and shall be paid in whole or in part when
received by the Clerk’s Office without requiring additional approval by the Board”.

Although the Board has a purchasing policy which governs the procurement process and Resolution
2002-42 which is clear in its direction; no (emphasis added) additional Board payment processing
procedures were in place during the period of time in question.

The Clerks’ office requires a stamp of approval be made on each invoice detailing the account number,
project number (where applicable), purchase order number and amount, along with an approved signature
acknowledging receipt of goods and/or services prior to issuing payment. The County Administrator
maintains a signature authorization list that provides guidance on who is designated to sign,
acknowledging the receipt of goods and/or services, delineated by Board department; it was not defined
for grants (grant managers) or projects (project managers). Please note that this was not a process
required by the Board and was not part of a formal policy and/or procedure implemented by the Board. In
connection with this thought process and for the record, the Auditor General’s statement in the first
paragraph for finding number four beginning with “These documents” should read, “along with
recognition of receipt of goods or service, were submitted to the Clerk....”

In relation to the Justice Center project, the Director of Finance for the Clerks’ Office was also serving as
the user group representative. The user group was comprised of representatives of each office that
operates in the Justice Center building to include: the Courts, Court Administration, State Attorney,
Public Defender, Sheriff and Clerk of Court® and the Board facilities department which is responsible for
the building maintenance.

Upon review of the items described in the finding by the Auditor General, the following is noted:

e Regarding the four invoices for the Judicial Center project, totaling $107,352; the invoices
supported by the Clerk purchase order in the amount of $79,604 were for security screening
equipment in the front lobby of the Judicial Center. The construction contract included the
millwork although not the equipment. The equipment quotes were obtained from the contract
manager Elkins’ security consultant, who created/wrote the security protocol for the Judiciary.
The other invoice in the amount of $27,749 was to house the server containing the Justice Center
Security software.

* Attachment — Resolution No. 2002-42
® Attachment — Letter from Judge Kim C Hammond relating to the user group
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The eighteen invoices totaling $1,213,047 referenced by the auditor general are illustrated below.

The following four bullets depict expenditures that were processed in accordance with resolution
2002-42 and did not require additional Board approval documented on the invoice. ““All invoices
relating to contracts, purchase orders or agreements, which obligations have been previously
approved by the Board, shall be deemed payable by the Board, and shall be paid in whole or in
part when received by the Clerk’s Office without requiring additional approval by the Board™.

% $918,250 was from the architectural design contract that was entered into by the Board on
April 18, 2005. Notice to proceed was given by Faith Alkhatib, County Engineer, on May
23, 2005°. The invoices were submitted by the design firm to Ms. Alkhatib and
subsequently forwarded by her office to the user group representative as stated in the
Flagler County Engineering Status Report dated 10/13/2005 as presented to the Board of
County Commissioners by the County Administrator, October 17, 2005, ltem number 36’.

%

» $98,000 was from the construction management firm’s contract that was entered into by
the Board on June 6, 2005 for pre-construction services

%+ $29,500 was for a design firm that was issued Board purchase order #010587
« $6,294 was for a design firm that was issued Board purchase order #010735

Invoices totaling $133,580 were for bond closing costs which were authorized within the bond
documents®. These invoices were processed accordingly and did not require additional Board
approval documented on the invoice.

Finally, the $27,423 was paid to the security consultant that was working with the Judiciary on a
security protocol and was paid from the Court Facilities fund, not fund 309 and should not be a
part of this analysis.

Regarding the internal billings as distinguished by the County’s independent external auditor in
findings for fiscal year 2007; “the County does not have formal policies regarding the use of
internal billings. When internal services are performed, the servicing department will establish an
invoice for several departments and send the bill to accounting to be paid. The invoices are not
required to be sent to the respective departments for approval”.

Internal billings are not an area under the supervision of the Clerk. The Clerk stands ready to
assist the Board in implementing any recommendations provided by the Auditor General.

The final change order mentioned by the Auditor General report had no effect on the scope of the
project; therefore, it neither increased nor decreased the bottom line cost of the project. The last
version received was attached to the partial retainage payment and was provided to the Auditor
General as part of the voucher package. This change order represents an accounting entry to

¢ Attachment — Letter and facsimile of notice to proceed from Faith Alkhatib to the Project Manager at Spillis Candella

" Attachment — Flagler County Engineering Status Report dated 10/13/2005; created by the Faith Alkhatib, County Engineer in

concert with Tammy Bong, Office of Management and Budget.
® Attachment — Page 1 and 2 of the bond document for the General Obligation Series 2005
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adjust the purchase orders for invoices processed through the “Owner Direct Purchase” system.
As it had a zero affect when the project was complete and the building occupied; it was redundant
to process at that juncture.

e The Clerks’ office is unaware of any instances where invoices were approved without “qualified
staff reviewing and approving construction invoices”. All construction invoices were signed by
the project manager. Faith Alkhatib, County Engineer, was the project manager from January
2006 at notice of commencement of construction until March 1, 2007. The County Administrator,
Doug Wright, changed the project management at that time to the field/staff engineer of the
engineering department; this change was made approximately 90 days before the substantial
completion mark. Although it was never made clear why Mr. Wright made this change, it is
evident that he must have had reasons. As County Administrator, Mr. Wright would not have
assigned staff to such a significant project if he did not feel they were qualified to perform the duty
satisfactorily.

To conclude, the Clerks’ office agrees with the Auditor General on the importance of segregation of
incompatible duties and recognizes that it was an unusual occurrence, where the Director of Finance also
served as the User Group Representative. As noted, the Auditor General found no (emphasis added)
inappropriate expenditures.

Although policies and procedures are later addressed in Finding No. 6, it is the opinion of the Clerk that
recommendations for this finding should also include implementation of policies and procedures to guide
Board staff in its” responsibilities to this particular process (payment processing); to include procedures as
they relate to internal billings. It is a relevant truth that should be disclosed at this point.

Finding No. 5: Construction Contract Monitoring and Administration

Capital project construction monitoring and management is a Board function and should be addressed by
Board management since it is not a task that is entrusted to the Clerk / Clerk staff. The Clerk stands ready
to assist the Board in implementing any recommendations provided by the Auditor General.

Upon review of the Auditor General’s comments, it is important to note that the Director of Finance was
not a decision making authority on the contracts; simply the user group representative. It remains unclear
why the County Engineer and project manager, Faith Alkhatib, did not provide the progress reports to the
Board; particularly if they were included in the contract.

Finding No. 6: Written Policies and Procedures

The Clerks’ office is governed by the Florida Constitution, Florida Statutes, Generally Accepted
Accounting Principles (GAAP) and the Governmental Accounting Standards as pronounced by the
Governmental Accounting Standards Board (GASB).

Although the Board / Board staff implemented resolutions in November 2008 relating to payment
processing; it should be noted that these policies were not as a result of collaborative effort with the
Clerk’s office, as directed by the Board. In fact, the resolutions were created solely by Board
administration and have created operational obstacles and inefficiencies which have yet to be addressed.
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The Clerks’ office agrees with the Auditor General’s recommendation to establish comprehensive written
policies and procedures and further emphasizes the importance of enforcing strong and complete policies
and procedures of internal control. While it is clear the task is challenging, given the lack of available
resources during these increasingly difficult economic times; the Clerks’ office will strive toward
implementation where economically feasible and where current resources allow.

Finding No. 7: Fraud Policies and Procedures

This finding is in relation to the Board function and should be addressed by Board management. The
Clerk stands ready to assist the Board in implementing any recommendations provided by the Auditor
General.

Finding No. 8: Reporting of Checks Issued From County Depository

Although all of the information required by law was present at the meetings of the Board of
Commissioners; the Clerk recognizes the information was not in the format required by law.

The Clerk has created a report that meets the requirement of the law and which has been acknowledged by
the County Administrator, to include: check number, check date, payee, amount and description. The
Clerk also transmits the information to the Board in a trackable format to provide evidence of its
existence.

Finding No. 9: Employment Agreements

In reference are the key employee agreements entered into by the Clerk and those employees on or about
July 16, 2007; more specifically to the “terms” of said agreements. (See paragraph 2.A.)°

Although it is not clear as to the relevance of this comment during an audit of the government services
complex projects, the following is provided:

As the Flagler County Board of County Commissioners has committed itself to many key employment
agreements through its existence which had terms extending beyond the election cycles of two or more of
its members™®; and as the Clerk chose to be represented by an attorney who had previously represented
her in matters “pertaining specifically to employment law and risk management personnel matters;” and
as the Clerk has not allowed contractual agreements with software vendors to extend beyond her election
cycle, by example and counsel, she was made comfortable with the terms of her key employee
agreements.

Although it is not a part of the recommendation, the Clerk finds it important to address the public benefit
of said agreements with those existing employees who had been asked to accept “key” positions:

Not only do employment agreements attract capable, competent employees (existing or not); such
contracts also retain those qualified, long-term individuals in key positions; thereby maintaining a
continuation of service to and for the taxpaying public.

° Employment Agreement, Director of Finance, page 1, paragraph 2.A.
19 Employment Agreement, County Administrator, page 1, paragraph 2.A.

_39._



APRIL 2009 REPORT NoO. 2009-194

The Clerk would also note that these agreements had no impact on, with or to the governmental services
complex project(s).

Finding No. 10: Public Records Request

In reference are the public record requests made by the County Administrator to the office of the Clerk of
the Circuit Court on both January 31, 2008 and February 20, 2008.

Although it is not clear as to the relevance of this comment during an audit of the government services
complex projects, the following is provided:

As the County Administrator requested all (emphasis added) emails of many employees for an extensive
period of time; and the aggregate total of those emails exceeded twelve thousand at the time of his
request; and as those emails required review as to compliance with the General Records Schedule for
State and Local Government Agencies, GS1-SL; and review for confidentiality requirements under
Florida Statutes and Florida Rules of Court which may and did cause manual redaction, his assumption
that his request could easily be provided electronically was false.

As was noticed by the Auditor General’s team during their first walk through of the Clerk of Court’s
offices, there was then and continues to be limited staff; therefore limited hours, to perform this type of
function.

It should be known that this request was made during the time of our external audit as well as the state
audit. The Clerk did give priority to the requests of the external auditor and the Auditor General. It
should also be recognized that the Clerk personally dedicated one to one and a half hours a week to the
completion of this request.

The Auditor General should acknowledge their discussion with the Clerk of her telephonic notice to the
County Administrator’s office during the week of November 12, 2008, that his request was complete and
ready for pick up. Subsequently, a verifiable follow up letter was sent to the County Administrator
reiterating that the public records request remains available; it was picked up on March 25, 2009.

Finding No. 11: Preparation of Board Minutes

In reference is the fact that “the Clerk of the Circuit Court . . . is responsible for the preparation and
maintenance of the minutes of Board Meetings.”

Although it is not clear as to the relevance of this comment during an audit of the government services
complex projects, the following is provided:

Pursuant to Sections 28.12 and 125.17, Florida Statutes, the Clerk of Circuit Court is the clerk and
accountant of the Board, and is responsible for the preparation and maintenance of the minutes of Board
meetings. Section 286.011(2), Florida Statutes, requires that all minutes of a Board meeting be promptly
recorded and open to public inspection, but does not specify a time period. Although approval by the
Board of the minutes prepared by the Clerk is not required by law, as a courtesy to the Board of County

Commissioners, the current Clerk of the Circuit Court has afforded the Board the opportunity to review
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and accept its record prior to it being made available for public inspection.

Further, during its regularly scheduled meeting March 2, 2009, by consensus of the Board and agreement
with the Clerk, the Clerk will:

e Stop submitting “unofficial results;”

e Stop submitting “draft” minutes;
e Submit minutes for acceptance as they are completed;
«» If changes are desired, there will be a motion to accept with the suggested change if said
change is supported by the audio of that meeting;
++ Otherwise extenuating circumstances, completion of minutes and submission thereof will
be no later than 45 days of a meeting. Extenuating circumstances could simply be multiple
meetings in any given month. An example is this month (March, 2009) in which 9 meetings
and/or workshops are scheduled.

The Clerk clearly understands her obligations as to the preparation and maintenance of Board minutes
under the laws of the State of Florida. The Clerk notes the period of concern, between February and
December, 2007 (specifically the six months between June and December), as a time of extenuating
circumstances in which the County Engineer Faith Alkhatib determined the Clerk’s housing to be unsafe
thus prompting an untimely move™; the training of new clerks within the Board Records division, and
moving her office, staff and all related equipment, product and records, both public and official, into a
new facility.

Again, it must be recognized that the Board, as well as any other interested party, could view any meeting
via FCTV; access audio CD’s of any meeting within hours of that meeting; and read the “unofficial
results” within 48 hours of that meeting’s conclusion. Therefore, it is unclear how the lack of minutes in
their final form could have had an impact on the government services complex projects.

Flagler County Clerk of Court’s Response Conclusion

To conclude, there was a time, when Flagler County was small and verbal or understood policies and
procedures, along with strong leadership and communication were sufficient. Managers left much of the
issue of internal controls to their auditors. After years of review and experience, it has become apparent
that managers must take the lead if internal controls are to function effectively.

The county has grown very quickly and managers have been reactive rather than proactive and are just
now realizing the effect of the lack of strong effective leadership. As with any entity, policies and
procedures should periodically be reviewed to ensure that all are working as they were designed and
intended and should be modified where necessary.

1 Attachment — It has since been determined that said housing was not unsafe; hence, the untimely move and its impact on the
Clerk’s offices seems unjustified. See Bowen Engineering Corporation document.
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While it is clear that there are significant flaws in the Board’s processes in the areas of administrative and
budgetary controls, internal controls for capital projects, communication of financial data to the Board and
construction contract monitoring and administration, as represented by the Auditor General;
implementation of additional policies and procedures will create internal controls and provide the Clerk
with the necessary tools to enforce those controls; hence providing for stronger accountability. The Clerk
agrees with the Auditor General in that enhanced communication and cooperation between the Board and
the Clerk, will allow for effectiveness and efficiency in managing respective duties as well as
strengthening the processes.

When faults repeatedly occur at the inception of a process; it makes it very difficult for the process to end
favorably. It is important to note, in considering the many flaws, all projects anticipated were completed
with the balance in the fund at September 30, 2008 ($277,176), having less that a $500 difference from
the original overall estimates as depicted in Resolution 2004-85, Revised Exhibit A ($277,648).

For the future, the Clerk will continue striving to communicate and work with the Board and its
employees to enhance Board payment processing procedures as well as any other intergovernmental
operational procedures. Further, the Clerk offers assistance to the County in implementing any
recommendations provided by the Auditor General.
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EXHIBIT C
ATTACHMENTS TO CLERK OF THE CIRCUIT COURT’S RESPONSE

THE FOLLOWING DOCUMENTS INCLUDE THE ATTACHMENTS
REFERRED TO IN CLERK OF THE CIRCUIT COURT’S RESPONSE (EXHIBIT B).
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