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can be made available upon request once the final audit report has been issued.
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The draft Audit Report 2012-10 was provided to the Department for management response
on March 5, 2013. Amy Patterson, Impact Fee & Economic Development Manager,
provided all management responses (noted in blue) on March 19, 2013.

BACKGROUND

Founded in 1976, the Economic Development Council of Collier County (EDC) was a private, not-for-profit

corporation with a mission to diversify the economy and create high wage jobs. The EDC, through a Public/Private

Partnership for Economic Diversification, was created in 1997 with the Collier County Board of Commissioners.

The EDC developed strategic plans focused on innovation and entrepreneurship. The Collier County BCC awarded

funds to the “public sector” of the EDC, to be used on an annual basis for payroll and marketing activities to support

the business diversification efforts of the organization. The publicly funded unit of the EDC was created under the

authority of Florida Statute section 125.045, County Economic Development Powers, which declares the

expenditure of public funds for use in economic development activities to be a valid public purpose. For the fiscal

years within the scope of the audit, 2009-2011, $400,000 was awarded by the BCC each year (total reviewed

$1,200,000) for administrative and marketing expenses incurred by the public sector of the EDC in carrying out its

activities. The audit focuses specifically on the legality of payments made to the EDC in regard to the public funds

only; the privately funded sector of the EDC is not within the purview of Internal Audit.

Elements of the recent 5-year strategic plan, “An Economy by Design,” launched by the EDC in 2010 included:

o Business Expansion and Attraction

o Economic Gardening

o Project Innovation

o Marketing and Regional Branding

o Investor Relations and Administration

Activities coordinated and carried out by the EDC included workshops, seminars, and marketing campaigns

focusing on job growth within Collier County.

Subsequent to the resignation of the EDC’s long-time director, in May 2011, KMK Consulting was engaged by the

Economic Development Foundation (EDF), a private entity related to the EDC, to develop a new strategic plan for

strengthening the economic development of Collier County. The report had several recommendations on how to

overcome challenges cited from their study; one mentioned the need for more direct involvement by Collier County

government in the “delivery of certain economic services.” The report from KMK Consulting is included as an

appendix to this audit report. The fee for their consultation was originally loaned to the EDF by the EDC, but due to

the inability to re-pay the loan, the EDC reclassified it as a contribution to the EDF (public funds were not used to

directly pay for the report).

The EDC dissolved as of September 2011, the same month the KMK Consulting report was issued and just two

years into the five-year Economy by Design Plan. As a result of the dissolution the BCC, at a regular meeting held

September 27, 2011 (item #9C), unanimously approved and directed the County Attorney’s office to obtain all

financial records from the EDC and the Clerk’s Office to conduct an audit of the records.

Certain assets were returned to the County in October 2011 and accepted by County staff as being final, while other

items were left behind in the EDC offices as barter for rent with the landlord. The final tax return was filed during

July 2012, after two extensions had been granted by the IRS.
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SUMMARY

The following observations were generated during this review:

 Documentation is not available to determine if goods and services were obtained at the lowest practical costs as

stipulated by the contract between the EDC and the BCC.

 A duplication of payroll was noted for one employee who was paid as a subcontractor for the same time period;

the error was found subsequently during the preparation of the final tax return for the EDC and the funds were

repaid to the County.

 The EDC made payments to Mona Lisa Graphic Design, LLC from an estimate, not an invoice.

 The owner of Mona Lisa Graphic Design, LLC was issued checks by the EDC in her name instead of being

written to the LLC on 4 occasions.

 EDC tax returns only indicate that $400,000 was received as a government contribution for FY2011; the public

funds do not appear to be properly classified in prior year returns.

The following other observations were generated during this review:

 FY 2011 Annual Audit for private funds was not conducted.
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SCOPE AND OBJECTIVE

The review consisted of, but was not limited to, the following tasks:

 Reviewing F.S. 125.045 County Economic Development Powers;

 Reviewing the following documentation for fiscal years 2009, 2010, and 2011 (year of dissolution):

o Contracts between the BCC and the EDC

o Invoices and other supporting documentation for expenditures of public funds (sample)

o Bank statements and cancelled check images (to the extent made available)

o Consolidated tax returns (form 990) for the public and private sectors of the EDC

 Reviewing audited consolidated financial statements for fiscal years 2009 and 2010, an unqualified opinion was

issued for both years by the external auditor;

 Reviewing audited financial statements for the EDC’s publicly funded award, an unqualified opinion was issued

by the external auditor; an external audit of the private sector of the entity was not performed for FY2011 (as

confirmed by documentation received, as well as by the Treasurer of the EDC);

 Reviewing EDC Annual Reports;

 Obtaining the list of assets returned to the County after dissolution of the EDC;

 Reviewing Budget Amendment Letters submitted by the EDC to the Economic Development Manager; and,

 Gathering newspaper articles and other media available to the public referencing the EDC and related activities.

The objectives of the review were to: determine if the funds awarded to the organization were expended according

to the contract terms; validate whether back-up documentation is sufficient to support the expenditures; insure

requirements specified within the contract were fulfilled; and to determine that all assets purchased with public

funds were returned to the County.

SCOPE LIMITATIONS

No equipment or other assets were purchased with public funds during the period of review. Assets returned to the

BCC were accepted and approved by County staff, but were not available for physical inspection by Internal Audit;

therefore, could not be validated.

Cancelled check images were not always included within the documentation provided to Internal Audit. Bank

Statements were available for the months without cancelled checks. Two months did not have bank statements or

cancelled checks.

The inability to observe all cancelled checks or validate the return of physical assets are both considered audit scope

limitations; therefore, the audit observations may not include all potential findings.

Since the EDC has dissolved, the ability to make inquiries of EDC staff and gather further information and

documentation is constrained.

Note: Job creation goals related to Economic Stimulus grants awarded by the EDC to employers in Collier County

have been audited separately from this particular review. Audit reports for those completed reviews, as well as

other topics, can be found at: http://www.collierclerk.com/ClerkToTheBoard/InternalAudit/PublishedReports
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OBSERVATIONS

1) Documentation is not available to determine if goods and services were obtained at the

lowest practical costs as stipulated by the contract between the EDC and the BCC.
Article 2, section c states, the EDC shall “use its best efforts to obtain high quality supplies and services for use in

the performance of these services at the lowest practical costs...” The EDC was reimbursed with County funds for

$280,402 during the period reviewed for goods and services. Current County staff performed a search of

information available that would demonstrate goods and/or services were competitively procured or obtained for the

lowest practical costs, but no documentation was found.

Some examples of expenditures that may not have maximized the use of the funds provided by Collier County tax

dollars are:

o Payments totaling $4,709 of overtime wages for subcontracted employees for fiscal year 2011.

o Payment of $9,000 to an individual for program services rendered “per agreement” without an

agreement attached to the invoice; no agreement was observed in the files.

o Paying a communications company $80 per hour to interview and coordinate programs; time included

meetings with County staff.

Recommendations:

 County staff should validate that recipients of public funds have obtained goods and services at competitive

rates when agreements stipulate such requirements.

 All contract terms should be monitored during the contract period to ensure compliance.

Management Response:
The EDC may have had a policy in place to secure bids and establish best price for goods and services,
however, the County did not request that specific form of back-up records. Actions for future improvement
related to this type of agreement include: demonstration of specific documentation of purchasing policy,
process and records, including sole source reasoning in order to facilitate best price.

2) Miscellaneous exceptions noted within the back-up documentation.
Upon review of the documentation provided by the EDC to BCC after dissolution of the organization, there were

various oddities noted within the invoices, bank statements and tax returns; to include:

o Duplicate payment made to an employee while also being paid as a subcontracted employee for the

same period of service in the amount of $1,030.80. The duplicate payment was found during the final

audit of the EDC, performed by their private accounting firm. Documentation was provided by County

staff to show that a refund of the amount billed in error was made by the EDC in December 2011.

o Payments made to Mona Lisa Graphic Design, LLC from an estimate; no final invoice was found to be

on file for the services to corroborate the accuracy of the estimate.

o Mona Lisa Graphic Design, LLC checks made payable to Mona Johns personally instead of to the LLC

noted on 4 occasions.

o Note: Reimbursement occurred based on invoices. Cancelled checks were not reviewed by the

Department or Clerk’s Accounts Payable Department.

o Awards of $400,000 from Collier County do not appear to be properly categorized in the consolidated

tax returns of the organization for the two years preceding FY2011.



6

Recommendations:

 Documentation should be properly approved and carefully reviewed to ensure:

o County funds are not expended for duplicate services.

o Payments are substantiated with vendor invoices.

Management Response:
Actions for future improvement include: Apply additional scrutiny to payroll to ensure accuracy of entries
and identify any invoice anomalies to ensure payments are made in accordance with the contract. Institute a
specific requirement in future agreements for a quarterly review of financial documents and backup
(cancelled checks, banking information, etc.) and identify process to remedy any potential issues.

OTHER OBSERVATION

3) FY 2011 Annual Audit for private funds was not conducted.
Article 6, section c states, The EDC shall provide the County with the independent annual audit of the immediately

proceeding fiscal year…for each year of the agreement.

An external audit of the private sector of the entity was not performed for FY 2011 (as confirmed by documentation

received, as well as by the Treasurer of the EDC).

Without a proper audit trail, the entity may be in violation of the contract provisions and funds are susceptible to

misappropriation. Proper documentation must be available to ensure misappropriation of funds does not occur.

Recommendation:

 County staff should obtain and maintain documentation to ensure an audit trail.

Management Response:
We concur that the organization should have had a full audit performed to be in compliance with the terms
of the agreement, as they had done in the past. This was complicated by the fact that the entity dissolved on
September 30, 2011, however, in the future, staff will work closely with applicable entities to comply with all
contract terms.
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CONCLUSION

Financial records and supporting documentation should be obtained at the time of the transaction and maintained to

ensure a sufficient audit trail. Without adequate records, it is possible for misappropriation of County assets. County

staff, vendors, and grantees should take care to ensure compliance with terms of the contract.

Audits do not relieve management of their responsibilities. It is the responsibility of County management to

understand and implement the proper procedural controls in order to limit the risk of fraud, error, and

misappropriation of county assets. Internal Audit may recommend improvements in audit reports, but ultimately it is

the duty and decision of County management to formulate processes that ensure compliance with federal, state and

county laws and policies.

The review of the EDC was performed by the Clerk’s Office as a special request from the BCC. The EDC is no

longer an active entity; therefore, any further action regarding the audit observations are at the discretion of the

Board of County Commissioners.

Additional Management Comments:
We appreciate the comments and observations presented in this report. Procedural process and controls are
integral to the management of contracts/agreements. The Internal Audit Department has been most helpful
through this review and has provided sound recommendations for future improvement. As always, staff
looks forward to the opportunity for continued enhancement of internal controls.

Internal Audit Comments:

Internal Audit acknowledges the cooperation and assistance from the Department. The Department

responses to requests for information greatly assisted with the Audit.


























































































