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Section 

1  
Audit of City of Naples Risk Management 
Fund Procedures 
Background Information 

Audit Purpose, Objectives, & Scope 

The purpose of this audit is to determine if sufficient controls are in place for processing 
transactions within the City of Naples Risk Management Fund.  The specific objectives 
include determining what procurement and payment procedures exist in processing 
transactions within the City of Naples Risk Management Fund as well as determining if 
these procedures provide adequate controls over the transactions being processed.  The 
scope of this audit was limited, primarily, to transactions during the 2001 fiscal year.  
Additionally, the auditors examined the most recent insurance bid process, the first 
responder selection process, and the payment procedures for two invoices received from 
Del Rey Divers, Inc. 

 

Audit Methodology & Procedures 

This audit was performed in accordance with generally accepted government auditing 
standards.  The Internal Audit Department interviewed current and former City of Naples 
staff members responsible for the claims processing, procurement, and payment 
processes within the City of Naples Risk Management Fund.  Additionally, the auditors 
reviewed all ordinances, statutes, policies, and procedures relevant to the Risk 
Management Fund processes.  A judgmental sampling of Risk Management Fund 
transactions was used to test compliance with applicable regulations. 

 

Background 

The City of Naples maintains a Risk Management Fund that is used to self-insure the city 
against all types of losses.  In addition, the fund is used to pay premiums for insurance 
coverage in excess of the risk retained by the city.  The city obtains this insurance through 
their insurance broker, Arthur J. Gallagher & Co. (AJG). The city has bid the insurance 
program every five years and AJG has been the city’s insurance broker since 1981. 

  



 

 

The Risk Management Fund is funded through transfers from other city funds based on 
claims experience, with the General Fund and Water & Sewer Funds being the largest 
contributors.  Payments from the Risk Management Fund consist of premium payments to 
the insurance carriers and insurance broker, payments for claims handled by the city, or 
reimbursement of funds paid through a bank account set up by the city and the third party 
administrator (TPA).  The city’s TPA is Gallagher-Bassett (GB), which is a subsidiary of 
Arthur J. Gallagher & Co. 

Claims are received by the Budget & Investment Manager and are investigated by the 
Safety Officer who prepares a “Property Damage/Loss and Personal Injury Report.”  The 
Budget & Investment Manager receives this report and then determines how it will be 
handled.  Depending on the nature of the claim, the claim may be processed “in-house” or 
referred to the TPA for further investigation and processing.  Workers compensation 
claims are referred to GB for processing after entry by the Human Resources Department 
into the OSHA log.  Property claims, if not complicated or the claim amount is small, will be 
retained in house. 

An example of the types of claims that are processed by City of Naples staff is for minor, 
“fender-bender” type motor vehicle accidents.  The Budget & Investment Manager will 
request the claimant obtain three estimates for the cost of the necessary repairs, but in 
some cases, when it may cause a hardship for the person, a minimum of two estimates 
will be accepted and payment will be made in the amount of the lower estimate.  Payment 
is made only after authorization by the Assistant City Manager and the claimant signs a 
release form. 

Gallagher-Bassett is authorized by the City to negotiate most claim settlements up to 
$5,000, with a $7500 threshold for workers compensation claims.  Amounts in excess of 
this threshold require additional authorization to settle the claim.  A City Government 
Committee that includes the Mayor, City Manager, Assistant City Manager and the Budget 
& Investment Manager will discuss the matter and provide GB with a maximum limit for 
which they can settle the claim.  Gallagher-Bassett attempts to negotiate a settlement 
below the maximum and is occasionally successful in this respect. 

The City of Naples, through the Risk Management Fund, paid approximately $740,000 in 
insurance premiums during the 2001 fiscal year.  Claims payments of all types during this 
same time period were approximately $715,000; with reimbursements received in the 
amount of approximately $135,000. 
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Section 

2  
Audit of City of Naples Risk Management 
Fund Procedures 
General Finding & Recommendations 

Purchasing Evaluation Committees 

As part of evaluating Requests for Quotations (RFQ) and Requests for Proposals (RFP), 
the City Council or City Manager has appointed a staff committee to evaluate the 
responses.  Typically the members appointed have knowledge or expertise in the 
functional area for which the goods and services are being procured.  Often criteria for 
selection are included in the resolution authorizing the evaluation committee’s work. 

Findings 

1) While the selection committees typically have functional expertise, they 
rarely have a member of the Purchasing Department ensuring that all purchasing 
procedures and requirements are met. 

2) Selection criteria are not always explicit as to council’s priorities, which 
could lead to recommendations contrary to the City of Naples Council’s goals. 

Recommendations 

A. A Purchasing Department representative should attend all selection committee 
meetings or, in the alternative, ensure that at least one committee member is fully 
trained and familiar with the appropriate purchasing procedures for the committee’s 
activities. 

City Staff Response to Recommendation A 

Purchasing Manager has been directed to prepare training sessions on purchasing 
policies for all management and administrative staff involved in the purchasing function.  
New Administrative Memo on Request for Proposals requires Purchasing Manager to 
approve and sign off on all RFP’s prior to release.  (See Attachment A) 

 

B. Selection criteria should be defined as clearly and explicitly as possible prior to 
selection committee deliberations. 
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City Staff Response to Recommendation B 

New Administrative Memo on Requests for Proposals requires clearly defined selection 
criteria.  (See Attachment A) 
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Section 

3  
Audit of City of Naples Risk Management 
Fund Procedures 
Risk Management Fund Finding & Recommendations 

Insurance Broker Selection Process 

The insurance broker is selected on a 5-year basis. The selection of the current broker 
was made in 1981 and has been reaffirmed several times since then by the City Council, 
most recently in September 1997. Insurance is obtained through the insurance broker on 
a three-year basis with two one-year renewal options. An RFQ is developed and 
advertised to potential bidders. Various insurance brokers obtain price quotes for 
insurance coverage according to the RFQ. The selection process for a third party 
administrator is performed at the same time as the selection of the insurance coverage 
program. The RFQ document requires the insurance broker to provide a bid for TPA 
services. Upon selection of the insurance program, a contract for Claim Administration 
services through the TPA is created by city staff and approved by the City Council.  

In 1996, a risk management committee was established to review the risk management 
program and make recommendations. Members of the committee included two council 
members, two industry volunteers, two staff members, and the Assistant City Manager.  
Due to the lack of expertise, the city staff prepared the RFQ with the assistance of AJG. 
The Assistant City Manager and his staff opened the bids, accumulated the data in a 
summary format and presented the insurance program options to the committee.  During 
this process one bidder, Acordia, stated in their proposal that the current carrier, AJG, had 
blocked the other bidders from accessing any property coverage. They requested the 
broker release those markets to allow them to bid the complete program.   

After review, the committee made its recommendation to the City Council.  As a result of 
the other agents’ inability to obtain property quotes, only two programs were considered 
for selection. 

Findings 

3) Existing insurance program provider, Arthur J. Gallagher & Co., assisted 
staff with the development of the RFQ. (See Exhibit I) 

4) Existing program provider, Arthur J. Gallagher & Co., blocked out other 
brokers from obtaining quotes for coverage. (See Exhibit II) 

5) Committee and staff did not consider other programs due to other brokers 
inability to obtain quotes for property coverage. (See Exhibit III) 
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Recommendation 

C. The current RFQ is restrictive and does not allow for open competition.  An RFQ should 
be prepared that allows open competition among various firms in an open market so that 
the city may consider a number of options and get the best pricing. 

City Staff Response to Recommendation C 

The current five-year insurance program expires October 1, 2002 and will be bid this 
summer.  With a professional Risk Manager now on staff, we will be implementing a two 
stage selection process.  The first stage will be open to all proposers, based on a Request 
for Information (RFI) and will result in two brokers selected for detailed bids.  Brokers will 
be assigned markets to obtain bids, eliminating the problem of blocked markets. 

 

Insurance Agent Broker Agreement 

The office of the City Manager of the City of Naples established an agreement with Arthur 
J. Gallagher & Co. in 1981 to provide insurance services. These services consist of 
representing the city to insurance companies for the purpose of obtaining insurance 
coverages.  This agreement is reestablished every five years and is approved by the City 
Council. The agreement was last affirmed in September 1997.  The insurance broker is 
paid by the insurance company on a commission basis determined by the amount of 
premium paid by the City. 

Finding 

6) Under the current arrangement the higher the premium charged the city, 
the higher the commission the broker makes.  This fee structure is not in the interest 
of the city from a cost perspective and does not encourage the broker to provide the 
best companies, policies, coverages or premiums. (See Exhibit IV) 

Recommendation 

D. To open the insurance broker/agent representation to competitive bid and to seek an 
alternate fee structure such as a flat fee structure. 

City Staff Response to Recommendation D 

We concur.  The two brokers selected as finalists from the RFI process discussed in “C” 
above will be required to propose both a fixed and percentage fee structure for City 
consideration.  
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Balance Sheet Statement of Insurance Claims Liability  

According to the September 30, 2000 City of Naples financial statements, the Risk 
Management Fund, an internal service fund, has a balance of $475,665 in Insurance 
Claims Payable and a Retained Earnings balance of $717,230. (See Exhibit V) 

Insurance Claims Payable.  This represents the total of all open claims reported to the city 
by Gallagher-Bassett. The balance does not tie directly to GB’s report because of 
adjustments in the reserve balance for items that are not the responsibility of the City due 
to a limit on the amount of the loss the city is responsible for.  

Retained Earnings. This is unspent money accumulated over the life of the fund, which 
represents the amounts collected but not paid out due to claims experience. The Assistant 
City Manager budgets the insurance premiums and the total aggregate loss each year. 
Whenever the pay out is less than the total aggregate for a given year, it results in these 
excess funds. 

Findings 

7) Insurance Claims Payable is reported as a current liability in the City of 
Naples financial statements.  Although there is some flexibility in how this is reported 
on an entity’s financial statements, Generally Accepted Accounting Principles (GAAP) 
require the claim liability to be reported as both a current and a long-term liability 
based on the expected payouts for the period of reporting. Therefore, if the claim is 
expected to be paid from current funds, it is a current liability. Likewise, if the claim is 
expected to be paid from future funds (sometime beyond 12 months), it is a long-term 
liability.  This distinction should be actuarially determined based on experience.  

8) There is a retained earnings balance of $717,230 in the Risk Management 
fund as reported on September 30, 2000. It is expected that this balance will increase 
for the September 30, 2001 balance sheet, due to the favorable experience of the 
fund for the preceding year.  Typical internal service funds do not maintain a 
substantial unreserved retained earnings balance. 

 

Recommendations 

E. The city should recognize both a current and long term liability on the Consolidated 
Balance sheet for the amount of expected payout for both the current year and future 
periods associated with the Risk Management Fund. 

City Staff Response to Recommendation E 

This technical accounting issue will be referred to our external auditors, KPMG LLP. 

 

 

F. The unspent funds of the Risk Management Fund should be returned to the appropriate 
funds and reallocated each budget cycle. Alternatively, the City Council could approve and 
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designate a fixed reserve balance to account for fluctuations in the yearly loss experience.  
This could be actuarially established based on experience. 

City Staff Response to Recommendation F 

Strong reserves in the Risk Management Fund are essential to the long-term performance 
of the fund.  These reserves allow us to absorb cost increases in Risk Management rather 
than disrupting the budgets of the operating funds. 

 

Claims Processing Procedures 

Claims are received by the Budget & Investment Manager and are investigated by the 
Safety Officer who prepares a “Property Damage/Loss and Personal Injury Report.”  The 
Budget & Investment Manager receives this report and then determines how it will be 
handled.  Depending on the nature of the claim, the claim may be processed “in-house” or 
referred to the TPA for further investigation and processing.   

A typical “in-house” claim would be for a minor, “fender-bender” motor vehicle accident 
and the Budget & Investment Manager would request the claimant obtain three estimates, 
but in some cases two would be accepted.  Payment would then be made in the amount 
of the lower estimate, after approval by the Assistant City Manager and the claimant 
signing a release form. 

Findings 

9) There is not a procedures manual documenting the claims handling 
process within the Risk Management Fund.   

10) City of Naples purchasing policies and guidelines were not followed in 
processing Risk Management Fund transactions. (See Exhibit VI) This is particularly 
noted by the lack of supporting documents, in the levels of authority for processing 
payments, and the number of quotes obtained for claims. (See Table I)  It was also 
noted that a number of transactions began as Field Purchase Orders (FPO), but were 
required by the Comptroller to be resubmitted as regular purchase orders. 

Table I: Summary of Risk Management Claims Review 

Requirement Deficiency 
Rate 

Notes/Examples 

Supporting Documentation 41% Missing documents included invoices, proper number of 
quotes, incident reports, and purpose of expense (lunch).   

Proper Approval for Payment 7% Missing signature. 
Signed Release of Liability Form 21% Signed release forms not in file.  
Correct Arithmetic 10% Charged for 3 hours when time spent was 2 hours. 

• The above deficiency rates include all errors found, regardless of perceived severity.  The table 
reflects Risk Management Fund transactions only and does not necessarily reflect a general error rate. 
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11) The auditors were unable to establish that there was explicit approval by 
the City Council for any staff member to negotiate and settle claims, yet this occurs on 
a regular basis.  The auditors were provided an Administrative Memo, signed by City 
Manager Woodruff, describing certain risk management procedures and levels of 
authority for negotiation, however, it is also unclear in this instance whether City 
Council granted this authority to the City Manager.  Additionally, the procedures 
described in this memo were not followed consistently. 

12) The Property Damage/Loss and Personal Injury Report is not signed by 
the Safety Officer verifying the accuracy and authenticity of the claim report.  This 
could expose the city to the possibility of processing a fraudulent claim. 

13) An initial claims contact log is not maintained, which could result in claim 
investigations not being handled in a timely manner. 

14) The Budget & Investment Manager assumed the city’s risk management 
duties, in addition to the regular duties of that position, approximately ten years ago. 
Only in the past year did the Budget & Investment manager receive specific risk 
management training/continuing education. 

Recommendations 

G. A procedures manual should be prepared for the claims handling process.  This 
manual should be reviewed by legal counsel and approved by management and/or City 
Council as appropriate.  All relevant policies, procedures, and forms should be included in 
this manual.  Additionally, any deviations from normal purchasing policies for the Risk 
Management Fund should be explicitly noted in those purchasing policies.  

City Staff Response to Recommendation G 

We concur.   The preparation of a procedures manual has been assigned to the new Risk 
Manager for the City. 

 

H. The Safety Officer or the employee preparing the Property Damage/Loss and Personal 
Injury Report should sign the report in order to attest to its accuracy and to verify its 
authenticity. 

City Staff Response to Recommendation H 

We concur.  This will be implemented immediately. 

 

I. A log should be established to document all contacts with persons regarding insurance 
claims. 

City Staff Response to Recommendation I 

We concur.  This will be implemented immediately. 

 

 9



 

J. The City of Naples has recently hired a risk management professional to assume the 
Risk Management Fund duties performed by the Budget & Investment Manager.  This 
action, along with continuing education, should ensure that the city’s risk management 
activities are managed in accordance with current industry best practices.  

City Staff Response to Recommendation J 

We concur.  Employment agreement with new Risk Manager includes membership in 
professional organizations and funds budgeted for professional development. 
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Section 

4  
Audit of City of Naples Risk Management 
Fund Procedures 
First Responder Related Findings & Recommendations 

First Responder Selection Process 

On June 10, 1999 the City of Naples advertised for a “Request for Qualifications” (RFQ) 
process to select a “First Responder” for hazardous material spills on Naples waterways.  
Procedures on the selection process were published and provided to all potential RFQ 
respondents.  Five firms responded to the RFQ and in a meeting held by the selection 
committee appointed by the City Manager, the committee ranked Del Rey Divers Inc. as 
the preferred choice as “First Responder.”  When the committee’s selection was 
announced, one bidder, Sea Tow, wrote a letter (See Exhibit VII) in protest that was 
subsequently answered by the Assistant City Manager (See Exhibit VIII).  In that 
response a scoring sheet was provided that showed Del Rey Divers had received the 
highest total score, as rated on four criteria: Qualification Statement; Similar Projects; 
Legal Actions; and Response Time. 

Findings: 

15) The selection committee meeting was not publicly noticed as required by 
the Florida Government-in-the-Sunshine Law (s. 286.011, F.S.). (See excerpt below) 

16) Minutes of the selection committee meeting were not taken as required by 
the Florida Government-in-the-Sunshine Law (s. 286.011, F.S.). (See excerpt below) 

Excerpt from “Government-in-the-Sunshine Manual,” 2001 Edition 

Does the Sunshine Law apply to staff? 

Meetings of staff of boards or commissions covered by the Sunshine Law are not ordinarily subject to s. 
286.011, F.S. Occidental Chemical Company v. Mayo. 351 So. 2d 336 (Fla. 1977), disapproved in part 
on other grounds, Citizens v. Beard, 613 So. 2d 403 (Fla. 1992).  See also, School Board of Duval 
County v. Florida Publishing Company, 670 So. 2d 99, 101 (Fla. 1st DCA 1996) (staff personnel not 
subject to the Sunshine Law); and AGO 89-39 (aides of county commissioners are not subject to the 
Sunshine Law unless they have been delegated decision-making functions outside of the ambit of 
normal staff functions, are acting as liaisons between board members, or are acting in place of the 
board members at their direction). 
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However, when a staff member ceases to function in a staff capacity and is appointed to a committee 
which is delegated authority to make recommendations to a board or official, the staff member loses his 
or her identity as staff while working on the committee and the Sunshine Law applies to the committee.   
Thus, it is the nature of the act performed, not the makeup of the committee or the proximity of the act to 
the final decision, which determines whether a committee composed of staff is subject to the Sunshine 
Law.  Wood v. Marston, 442 So. 2d 934 (Fla. 1983).  See, News-Press Publishing Company, Inc. v. 
Carlson, 410 So. 2d 546, 548 (Fla. 2d DCA 1982), concluding that it would be "ludicrous" to hold that "a 
certain committee is governed by the Sunshine Law when it consists of members of the public, who are 
presumably acting for the public, but hold a committee may escape the Sunshine Law if it consists of 
individuals who owe their allegiance to, and receive their salaries from, the governing authority." And 
see, AGO 96-32 (Sunshine Law applies to employee advisory committee established to make 
recommendations to governing board); AGO 86-51 (land selection committee appointed by water 
management district to evaluate and recommend projects for acquisition must comply with Sunshine 
Law "even though such committee may be composed entirely of district staff and its decisions and 
recommendations are subject to further action by the district's governing board"); and AGO 84-70 
(Sunshine Law applies to staff grievance committee created to make nonbinding recommendations to 
county administrator regarding disposition of employee grievances). 
In a more recent case, Silver Express Company v. District Board of Lower Tribunal Trustees, 691 So. 
2d 1099 (Fla. 3d DCA 1997), the district court determined that a committee (composed of staff and one 
outside person) that was created by a college purchasing director to assist and advise her in evaluating 
contract proposals was subject to the Sunshine Law. 

According to the court, the committee's job was to "weed through the various proposals, to determine 
which were acceptable and to rank them accordingly."  This function was sufficient to bring the 
committee within the scope of the Sunshine Law because "[g]overnmental advisory committees which 
have offered up structured recommendations such as here involved --at least those recommendations 
which eliminate opportunities for alternative choices by the final authority, or which rank applications for 
the final authority -- have been determined to be agencies governed by the Sunshine Law." 691 So. 2d 
at 1101.  And see, Inf. Op. to Lewis, March 15, 1999 (staff panels established by board to create 
requests for proposals and evaluate vendor responses are subject to s. 286.011, F.S.). 

Moreover, the fact that a staff committee's recommendations are subject to review does not insulate the 
committee from the Sunshine Law because "[n]o official act which is in and of itself decision-making can 
be 'remote' from the decision-making process, regardless of how many decision-making steps go into 
the ultimate decision."  Wood v. Marston, 442 So. 2d at 941.  Thus, the Court concluded that a 
committee created by a university president for the purpose of screening applications and making 
recommendations for the position of a law school dean was subject to s. 286.011, F.S., even though the 
committee's recommendations were subject to review by the faculty.  Id.  "[T]he fact that the results 
were submitted to the faculty as a whole, which had the authority to review the work of the screening 
committee, [does not] render the committee's function any less policy-based or decision-making."  Id. at 
938-939. 

On the other hand, a committee composed of staff which is merely responsible for informing the 
decision-maker through fact-finding consultations would not be subject to the Sunshine Law.   Bennett 
v. Warden, 333 So. 2d 97 (Fla. 2d DCA 1976) (fact-finding committee appointed by community college 
president to report to him on employee working conditions not subject to Sunshine Law). 

For example, this office concluded that an "agenda preparation group" whose duties were limited to 
"fact-finding pertaining to School Board agenda items, including any necessary supportive information 
as backup to assist the Board in its deliberations" was not subject to s. 286.011, F.S., because there 
was no indication that the agenda preparation group made recommendations to the school board or 
otherwise participated in the decision-making process.  Inf. Op. to Centorino, February 4, 1994. 
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Similarly, in Lyon v. Lake County, 25 F.L.W. D1798 (Fla. 5th DCA July 28, 2000), the appellate court 
ruled that the Sunshine Law did not apply to informal meetings of staff where the discussions were 
"merely informational," where none of the individuals attending the meeting had any decision-making 
authority during the meetings, and where no formal action was taken or could have been taken at the 
meetings.  

17) In explaining the lack of individual committee member scoring sheets in 
e RFQ re

18) The usual procedure for selection committees is for committee members 
omplete

19) According to the members of the selection committee, the main focus of 
mmi

20) The published RFQ evaluation procedures required interviews of the 
ctive

21) A formal, written contract was not prepared and was not presented by the 
ection co

Recommendation 

K. All selection committee activities should be in full compliance with the Florida 

th cords, the Assistant City Manager at one time indicated that he destroyed 
the individual scoring sheets of the committee members after the selection committee 
had met.  According to General Records Schedule GSL-1 for Local Government 
Agencies, issued by the Florida Bureau of Archives and Records Management, bid 
records must be kept for five (5) fiscal years.  The destruction of these public records, 
if it occurred, is in violation of Section 257.36 (6) of Florida Statutes, which permits 
destruction of public records only in accordance with established retention schedules. 

to c  their individual scoring sheets prior to the committee meeting.  After being 
advised in one interview that the score sheets of the other members had been 
destroyed, the auditors were, in a later interview, advised by the Assistant City 
Manager that he circulated his scoring sheet (See Exhibit IX) in the selection 
committee meeting and polled the members to see if they agreed with his rating and if 
it reflected the consensus of the group.  In discussing this issue with other committee 
members, there is much disagreement as to whether there were one or more score 
sheets, how they were used, and what happened to them.  

the co ttee’s deliberations was response time.  It was stated that other 
qualifications were discussed minimally and that nothing was done by the committee 
to verify the qualifications of the various bidders.  This is significant as the Florida 
Department of State, Division of Corporations web site, shows that Del Rey Divers, 
Inc. was administratively dissolved on 8/23/1996 for failure to file an annual report and 
is currently listed as “ inactive.” (See Exhibit X) Furthermore, in support of Del Rey 
Divers, Inc. qualifications, a training certificate was provided (See Exhibit XI), which 
under OSHA guidelines limits a person only to notify the proper authorities and does 
not qualify him to perform any clean up activities. (See Exhibit XII) 

prospe  firms.  The committee did not interview any of the bidders.  Response 
within one hour was a clear requirement to award the contract, however no 
consideration was given to asking any of the respondents how they proposed to meet 
this requirement.  The committee clearly made assumptions as to response times by 
the various firms without input from the bidders themselves. (See Exhibit XIII) 

sel mmittee to the City Council for approval. 

Government-in-the-Sunshine Law and Florida public records law and fully documented for 
later review. 
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City Staff Response to Recommendation K 

We were unaware that the Sunshine Law affected the work of committees comprised 
solely of staff employees.  We appreciate the Clerk of Court auditors bringing this issue to 
our attention and it has been made part of the revised Administrative Memo on Requests 
for Proposal.  Compliance will begin immediately. 

 

L. Selection committees should insure that essential vendor qualifications are 
independently verified. 

City Staff Response to Recommendation L 

One of the basic requirements of internal control is that the cost of the control should not 
exceed the benefit to be derived from that control.  Within that framework, we will review 
the issue of vouching vendor qualifications. 

Auditor’s Comment 

As was pointed out in Finding 19, staff admitted that nothing was done to verify the 
qualifications of the bidders in the bid process described above.  Not verifying essential 
qualifications can lead to a situation where unqualified bidders are awarded a bid.  Clearly 
in such a situation, the benefit derived by verifying these necessary qualifications exceeds 
the cost. 

 

M. All established selection committee procedures should be followed. 

City Staff Response to Recommendation M 

We concur.  New Administrative Memo on Requests for Proposal establishes specific 
requirements and mandates compliance. 

 

Del Rey Divers, Inc. Payment Processing 

The Internal Audit department was requested to review the payment procedures utilized 
with regard to two invoices submitted by Del Rey Divers, Inc. 

Findings 

22) Invoices received from Del Rey Divers, Inc. were paid without supporting 
documentation for the time and materials billed. 

23) Invoice received from Del Rey Divers, Inc. billing for costs associated with 
the Port Royal boathouse fire was paid in an expedited manner without following 
proper procedures.  This is evident in that the invoice provided had numerous 
arithmetical errors. 
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24) Invoices were paid without City Council approval or a City Council 
approved contract as required by purchasing policy.  

Recommendations 

N. All invoices paid on a time and materials basis should include sufficient documentation 
to support the billing. 

City Staff Response to Recommendation N 

Immediately upon notice of system weaknesses, we implemented training for clerical staff 
in Accounting.  In addition, the review process has been strengthened by adding a 
requirement that the Accounting Manager review all documentation of expenditures prior 
to payment where the expenditure exceeds $11,300, adjusted for inflation. 

 

O. Expedited invoices should follow all established procedures.  Criteria should be 
developed to guide management in requesting expedited payments. 

City Staff Response to Recommendation O 

Expedited payments must be reviewed and approved following the review procedures 
established for all expenditures. 

 

P. City Council approval should be obtained for invoices exceeding the prescribed 
threshold prior to payment. 

City Staff Response to Recommendation P 

We concur and have implemented.   
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Section 

5  
Audit of City of Naples Risk Management 
Fund Procedures 
Conclusions 

 

Internal Control Structure 

Most findings documented in this report have occurred when management has permitted 
deviations from the prescribed procedures. The City of Naples appears to have sufficient 
controls in place to ensure transactions are handled properly, however these controls are 
effective only when all procedures are followed.  It is management’s responsibility to set 
the tone that each and every transaction is to be processed “by the book,” and in order to 
reach this goal, to assure that all employees are adequately trained in the procedures 
required of their job function. 
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Section 

6  
Audit of City of Naples Risk Management 
Fund Procedures 
Exhibits & Attachments 

Exhibit I – Memo RE: Risk Management RFP 
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Exhibit II – Acordia Risk Management RFP Cover Letter 
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Exhibit III – Staff Report to Council RE: Insurance Renewal 
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Exhibit IV – Arthur J. Gallagher Letter RE: Premiums Earned 
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Exhibit V – Risk Management Fund Balance Sheet 9/30/2000 
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Exhibit VI – City of Naples Purchasing Manual Excerpts 
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Exhibit VII – First Responder RFQ Protest Letter: Sea Tow 
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Exhibit VIII – Staff Response to Sea Tow RFP Protest Letter 
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Exhibit IX – Scoring Sheet in First Responder RFQ Files 
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Exhibit X – Division of Corporations RE: Del Rey Divers, Inc. 
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Exhibit XI – First Responder Certificate Submitted by Del Rey Divers 
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Exhibit XII – OSHA Regulations Excerpt RE: First Responder Training 
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Exhibit XIII – First Responder RFQ Procedures 
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Attachment A – Administrative Memo RE: RFP’s 
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