AGENDA

Meeting Date

Section CONSENT

July 12, 2016

w | T.D./0

AGENDA REPORT
BREVARD COUNTY BOARD OF COUNTY COMMISSIONERS

SUBJECT: Acceptance, Re: Purchasing Card; Economic Development Commission-Grant
Compliance; Public Works-Road Construction Monitoring Assistance; Road and Bridge
iMaint Audit Reports and the Accounts Payable and Cash Reconciliation Cycle Audit
Reports.

DEPT/OFFICE: County Manager’s Office

Requested Action:

It is requested that the Board of County Commissioners accept the Audit Committee’s Purchasing Card;
Economic Development Commission-Grant Compliance; Public Works-Road Construction Monitoring
Assistance; Road and Bridge iMaint Audit Reports and the Accounts Payable and Cash Reconciliation Cycle
Audit Reports.

Summary Explanation & Background:

The Internal Auditors completed the Purchasing Card; Economic Development Commission-Grant
Compliance and the Public Works-Road Construction Monitoring Assistance Audit Reports and presented
them to the Audit Committee on April 20, 2016. They also completed the Accounts Payable and Cash
Reconciliation Cycle Audit Reports and the Road and Bridge iMaint Audit Report and presented them to the
Audit Committee on June 22, 2016. All reports were unanimously accepted and recommended to the Board
of County Commissioners by Audit Committee.

April 20, 2016 Reports:
The Purchasing Card Audit Report is organized as follows:
Executive Summary - Background - Objectives and Approach - Issues Matrix - Other Observations

The Economic Development Commission-Grant Compliance Audit Report is organized as follows:
Executive Summary - Background - Objectives and Approach — Observations

The Public Works-Road Construction Monitoring Assistance Audit Report is organized as follows:
Objectives and Approach — Project Snapshot — Process Maps

June 22, 2016 Reports:
The Accounts Payable and Cash Reconciliation Cycle Audit Reports are organized as follows:
Executive Summary - Background - Objectives and Approach - Issues Matrix

The Road and Bridge iMaint Audit Report is organized as follows:
Executive Summary - Background - Objectives and Approach - Observation Matrix — Process Maps

Clerk to the Board instruction:

Exhibits Attached: 1) Purchasing Card 2) Economic Development Commission-Grant Compliance 3) Public
Works-Road Construction Monitoring Assistance 4) Road and Bridge iMaint Audit Reports, 5) Accounts
Payable and 6) Cash Reconciliation Cycle Audit Reports.

Contract /Agreement (1f a[lacllid): Reviewed by County Attorney Yes D No D PR E]

Stockton Whitten Venetta Valdengo

Assistant County Manager

I\
County Manager \&7) Assistant County Manager Department Director / Extension
\ Frank Abbate




BOARD OF COUNTY COMMISSIONER

BRE\IARQ«MJ%

FLORIDA’S SPACE COAST

Tammy Rowe, Clerk to the Board, 400 South Street * P.O. Box 999, Titusville, Florida 32781-0999 Telephone: (321) 637-2001
Fax: (321) 264-6972
Tammy.Rowe@brevardclerk.us

July 13, 2016

MEMORANDUM
TO:  Stockton Whitten, County Manager

RE: lItem 11.D.10., Audit Committee’s Acceptance of Purchasing Card, Economic
Development Commission-Grant Compliance, Public Works-Road Construction
Monitoring Assistance, Road and Bridge iMaint Audit Reports, and the Accounts
Payable and Cash Reconciliation Cycle Audit Reports

The Board of County Commissioners, in regular session on July 12, 2016, accepted the
Audit Committee’s Purchasing Card, Economic Development Commission-Grant
Compliance, Public Works-Road Construction Monitoring Assistance, Road and Bridge
iMaint Audit Reports, and the Accounts Payable and Cash Reconciliation Cycle Audit
Reports.

Your continued cooperation is greatly appreciated.
Sincerely yours,

BOARD OF COUNTY COMMISSIONERS
SCOTT ELLIS, CLERK

\~--J'@H'\m9ﬁ/ YOwe_

{

Tammy Rowe, Deputy Clerk
/kp

CC: Finance
Budget
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March 26, 2016

The Audit Committee of

Brevard County, Florida

2700 Judge Fran Jamieson Way
Viera, Florida 32940-6699

Pursuant to the approved 2015/2016 internal audit plan, we hereby submit our internal audit report covering
the Purchasing Card function. The internal audit of the purchasing card function focused on cardholder
approval, reconciliation of purchases, appropriate usage and other policy compliance issues. Therefore,
we did not review the invoice approval and disbursement process or vendor screening. These areas will
be addressed in a separate audit of Accounts Payable. We will be presenting this report to the Audit
Committee at the next scheduled meeting on April 20, 2016.

Our report is organized in the following sections:

Executive Summary This provides a summary of the issues related to
our internal audit of the Purchasing Card function.

Background This provides an overview of the Purchasing Card
function.
Objectives and Approach The internal audit objectives and focus are

expanded upon in this section as well as a review
of our approach.

Issues Matrix This section presents the results of our audit
procedures, including our findings and
recommendations as well as management’s
response.

Other Observations This section provides a summary of observations
made during the internal audit process and
recommendations.

We would like to thank all those involved in assisting the Internal Auditors in connection with our review of
the Purchasing Card function.

Respectfully Submitted,

INTERNAL AUDITORS
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Executive Summary

Overview
The Purchasing Card function can be effectively segregated into the following three primary components:

» Cardholder setup and maintenance — County Finance and the department/office where the
cardholder is assigned are responsible for this component.

* Monthly reconciliations — individual reconciliations for each cardholder are performed at the
department/office level while County Finance reconciles each of the individual reconciliations to a
consolidated statement.

*  General monitoring of program — the department/office Director or representative is responsible for
reviewing each Purchasing Card expenditure to ensure the goods or services were in accordance
with applicable County policies and Administrative Orders.

Objective

The objective of this internal audit was to assess whether the system of internal controls over the
Purchasing Card function is adequate and appropriate for promoting and encouraging consistent
application of management’s objectives for compliance with policies and procedures, as applicable.

Issues

During the course of our work, we discussed the control design and identified operating deficiencies with
management. Our observations and recommendations for improving controls and operations are described
in detail in the Issues Matrix included in this report. A summary of issues identified and their relative risk
rating is provided on the following page.

Relative risk is an evaluation of the severity of the concern and the potential impact on operations. ltems
rated as “High” risk are considered to be of immediate concern and could cause significant operational
issues if not addressed in a timely manner. ltems rated as “Moderate” risk may also cause operational
issues and do not require immediate attention, but should be addressed as soon as possible. ltems rated
as “Low” risk could escalate into operational issues, but can be addressed through the normal course of
conducting business.

There are many areas of risk to consider including financial, operational, and compliance, to name a few.
For public sector organizations, we also consider public perception risk when determining the relative risk
rating.



Executive Summary - continued

] 1. Purchasing Card Limit

Each cardholder's profile in Bank of America’s purchasing system (Works) has
automated controls designed to decline any transactions that exceed the cardholder's
single purchase transaction limit or monthly transactions limit. For 1 out of 40 purchasing
card holder employees tested, we noted that Bank of America had the incorrect single
and monthly purchasing limits in their system. The exception related to a parks and
recreation purchasing card employee. Parks and Recreation purchasing card employees
were granted approval for temporary overrides for the various summer camps,
recreational activities for May 5, 2015 through September 4, 2015. Moderate

A temporary override to increase the purchase limits was properly authorized by the
Department and put in place by County Finance but was to expire on September 5, 2015
and then revert back to the cardholder’s regular set purchasing limits. Bank of America
failed to reset the purchase limits back to the Cardholder’s regular purchasing limits after
September 5, 2015 for the new credit card. Instead, the much higher temporary
purchasing limits remained on the new card after September 5t

2. Purchasing Card Quotation Requirements
Relative purchasing card quote requirements, AO-41 notes the following:

For those purchases exceeding the County's small purchase limit outlined in
Procurement Policy BCC-25, quoting documentation must also be attached for
audit purposes by using the Purchasing Card Quote Log (Exhibit D). Exceptions
from documentation are purchases made with vendors already awarded under a
competitive process.

We originally selected 40 items for our purchasing issuance and transaction testing which
included 6 purchases $1,000 and greater. However, to gain additional coverage in testing
compliance with the procurement requirements, we sorted the transaction population to
target purchases of $1,000 and greater and selected 14 more items to arrive at 20 items | Moderate
as our total sample size for transactions $1,000 and above. 11 of these 20 items selected
required written quotations and quote log. We noted the following exceptions:

* 4outofthe 11 items did not include the required written quotation documentation
or the purchase quote log.

e For one of these items, the required written quotes were not provided to County
Finance. However, the Card holder indicated in a memo that 3 written quotations
were obtained and retained. Upon follow-up during our procedures, we obtained
the written quotes from the Department in support of the purchase in compliance
with BCC-25. However, AO-41 requires this documentation be submitted to
County Finance as part of their monthly review.

3. Split Purchases
AO-41, Section 111.3.G.4.b states the following regarding the splitting of purchases:

A purchase may be made of multiple items; however, charges for purchases shall
not be split to stay within the single purchase limit or small dollar purchase limit.
One time purchase to exceed single transaction limit may be approved by the
County Manager, or Assistant County Managers. Moderate

In testing for possible split purchases, we noted that 5 out 60 items selected were split
into multiple credit card charges at the same Vendor and location on the same day to stay
within their respective single purchase limits and did not include evidence of proper
approval by the County Manager, or applicable Assistant County Manager.
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Background

Overview

Purchasing cards are a convenience tool for personnel who work on field projects and are not intended to
replace all transactions normally made under traditional methods such as blanket purchase orders. The
purchase cards are issued through Bank of America and, presently earn 1.10% cash back on all purchases
made by the County. The County currently has four employees with administrator rights that can add or
delete cardholders as well as modify (change transaction limits, suspend, etc.) their cards.

For purposes of this internal audit we segregated the purchasing card management process into the
following areas:

Cardholder Setup and Maintenance

The purchasing card issuance and maintenance function is the responsibility of County Finance and the
Department/Office where the cardholder is assigned. Department Directors request the purchasing cards
by submitting to County Finance a Purchasing Card Information Maintenance Form that includes a monthly
spending limit and a single transaction spending limit. Upon receiving the request, County Finance reviews
the form to ensure that the form is properly filled out and that the appropriate authorization is given. County
Finance submits the request to Bank of America for fulfilment and files the original form. Cardholder
account changes are also initiated from the related Department/Office through County Finance using the
same form. Card issuance is completed centrally by County Finance and employees are required to sign
an Agreement to Accept the VISA Purchasing Card as an act of receipt. Those forms are also kept on file
at County Finance. When an account is closed, the Purchasing Card Information Maintenance Form is
completed and kept on file in County Finance.

Monthly Reconciliation

The Cardholder or Department/Office Representative is required to track all purchases using the Monthly
Reconciliation Form. Individual cardholder statements are mailed by Bank of America monthly to the
Department/Office and the cardholder and Department/Office Representative complete the reconciliation
process and forward all forms and receipts to County Finance. On a monthly basis, County Finance
receives a consolidated statement of all accounts from Bank of America and prepares a reconciliation of all
statements. In addition, County Finance verifies that a Monthly Reconciliation Form has been prepared for
each account (except Clerk of the Court employees) and that the forms have all the proper documentation
and have been properly approved. The Clerk of the Court reimburses the County for all its charges and
has its own internal control process outside the scope of this audit. Once reconciled, the consolidated
statement along with a copy of the reconciliation is forwarded to the Purchasing Card Administrator for entry
into the general ledger accounting system. The Monthly Reconciliation Forms are kept on file in accordance
with County record retention policies.

General Monitoring of Program

It is the Department/Office Director or Representative’s responsibility to review each purchasing card
expenditure to ensure the goods or services were for official use and were necessary in accordance with
applicable County policies and Administrative Orders. The County Finance office considers the Approving
Official’'s signature on the Monthly Reconciliation Form as proper approval of expenditures, however; they
also review for prohibited or restrictive uses justification letters and travel requests, if applicable. Annually,
County Finance will send out a list of cardholders with no activity in the past 90 days to the
Department/Office Directors. The Department/Office Directors are responsible for reviewing the list to
determine whether the cardholders are still active employees, still need purchase cards, or need a different
transaction limit.



Background - continued

Selected Statistics: Provided by County Finance from Bank of America “Works” System (Unaudited)

The following tables and pie charts present select statistics derived from the Bank of America “Works”
system that County Finance utilizes in administering the purchasing card program (Calendar Year Basis):

Card holders Overall Usage 2012 2013 2014 2015
Number of active card holders 602 605 579 581
Number of transactions 21,083 22,225 21,555 20,537
Purchases (net of returns) $3,159,104 [ $3,258,604 | $3,194,458 | $3,271,902
| Average dollar amount per transaction $150 $147 $148 $159
Average dollar amount per active card holder $5,248 $5,386 $5.517 $5,632

The above table summarizes card holder usage for active card holders who are part of the purchasing card
program administered by County Finance and thus includes not only all Board of County Commissioners’
Departments / Programs, but also two constitutional offices and one other entity as follows:

e  Supervisor of Elections
e Clerk of Court
e Space Coast TPO

The following table displays the combined purchasing card usage by net purchases for calendar year 2015;

Number of
Entity Purchases, net |% Purchases|Transactions|% Transactions| $/ Transaction
Board of County Commissioners $ 3,150,601 96.3% 19,885 96.8%| $ 158
Supervisor of Elections 63,957 2.0% 276 1.3% 232
Clerk of Court 37,018 1.1% 265 1.3% 140
Space Coast TPO 20,326 0.6% 111 0.5% 183
Totals $ 3,271,902 100.0% 20,537 100%) $ 159

The additional detailed statistical analysis for the card holder purchasing program usage below which
includes the Top Ten Department / Programs and Top Ten Vendors pertain only to the Board of County
Commissioners (Board) in keeping with the scope of this internal audit.



Background - continued

Selected Statistics — continued

Purchases for Top Ten Dept / Programs %%
$56,983
CENTRAL SERVICES, FACILITIES

$74,623 MANAGEMENT,
: $52,909

FIRE RESCUE, $411,004

INFO/COM,
$60,731

LIBRARY
SERVICES,
$171,771

MOSQUITO CONTROL,
$122,664

For Calendar 2015 — The chart above identifies the Top 10 Departments / Programs net purchases which
account for $2,784,384 or approximately 88% of the total Board net purchases, $3,150,601.



Background - continued

Selected Statistics — continued

Transactions for Top Ten Dept / Programs

CENTRAL SERVICES, FIRE RESCUE,
471 2,091

HUMAN RESOURCES,

TRANSIT SERVICES, 338 540

LIBRARY SERVICES,
1,947

MOSQUITO
CONTROL, 680

NATURAL
RESOURCES, 403

For Calendar 2015 — The chart above depicts the Top 10 Departments / Programs total number of purchase

transactions which account for 17,124 purchase transactions or approximately 86% of total Board purchase
transactions, 19,885.




Background - continued

Selected Statistics — continued

Average Dollars Per Transaction
for Top Ten Dept / Programs

CENTRAL SERVICES,

ADMINISTRATION,
$184

WATER RESOURCES,

FACILITIES
MANAGEMENT,
5184

PARKS, $119

MOSQUITO

CONTROL, $180 LIBRARY
SERVICES, $88

For Calendar 2015 — The chart above identifies the Top 10 Departments / Programs average dollars per
transaction (based on Board net purchase dollars for the Top Ten Departments / Programs).



Background - continued

Selected Statistics — continued

Active Cardholders for Top Ten Dept / Programs

FACILITIES
MANAGEMENT, 26

FIRE RESCUE, 50
SOLID WASTE
MGMT, 15
R HOUSING & HUMAN

ROAD & SERVICES, 16

BRIDGE, 16

MOSQUITO

CONTROL, 30

NATURAL RESOURCES,
25

For Calendar 2015 — The chart above notes the Top 10 Departments / Programs which account for 464
active card holders or approximately 83% of total active Board card holders, 558.



Background - continued

Selected Statistics — continued

Average Dollars per Active Card Holder for Top
Ten Dept / Programs

WATER RESOURCES,
$10,137

CENTRAL SERVICES,
$14,925

COURT
ADMINISTRATION,
$11,397

FACILITIES
MANAGEMENT,

TOURISM $2,035

DEVELOPMENT,

$42,899

FIRE RESCUE,
$8,220

LIBRARY SERVICES,

$3,067
MOSQUITO

CONTROL, $4,089

PARKS, $4,578

For Calendar 2015 - The chart above displays the Top 10 Departments / Programs average dollars per
active Card Holder (based on Board net purchase dollars for the Top Ten Departments / Programs).
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Background - continued

Selected Statistics — continued

Purchases for Top Ten Vendors

WW GRAINGER,

$65,340 AMAZON, $151,912

WALVIART, $31,550

SUNSTATE METER &
SUPPLY, $63,388

FERGUSON
ENTERPRISES, $50,674

HILTON, $35,557

For Calendar 2015 — The diagram above presents purchases for the Top 10 Vendors which account for
$859,524 or approximately 27% of total Board net purchases, $3,150,601. The table below provides a high
level analysis of three of the top ten vendors noted above:

AMAZON:
COURT ADMINISTRATION $44,209 227 $195
FIRE RESCUE 26,634 166 $160
LIBRARY SERVICES 39,195 824 $48
$110,038] 72%
FACEBOOK:
TOURISM DEVELOPMENT $140,149] 100% 247 $567
WALMART
FIRE RESCUE $14,378 108 $133
LIBRARY SERVICES 18,496 130 $142
PARKS 35,914 535 $67
$68,788| 75%

11



Background - continued

Selected Statistics — continued

We selected these three Vendors from the Top Ten due to their doliar volume significance and / or due to
the fact they provide a variety of products to be procured and the assigned merchant code descriptions in
Works alone do not provide any transparency into the specific nature of the items purchased (Amazon
and Walmart in particular). For these 3 selected vendors, we identified the top 3 Departments / Programs
that comprised most of these purchases. Not one of the other Departments / Programs that purchased
items from Amazon or Walmart made up more than 5% respectively.

We noted the following about these selective statistics related to the Top Ten Vendors for the Top Three
Department / Programs included in the table above:

Amazon and Walmart

¢ Amazon
The merchant code description in Works used throughout the year for Amazon was one of the
following: “Books Stores”, “Continuity / Subscriptions, “Hardware and Equipment Supplies” or
Records” “Miscellaneous and Retail Stores.” Given the variety of products that can be purchased
at Amazon, we cannot identify what those purchases primarily are comprised of since Works
does not provide products and service descriptions beyond these merchant code descriptions.

e Walmart
The merchant code descriptions in Works used throughout the year for Walmart was one of the
following: “Grocery Stores, Supermarkets” or “Discount Stores”. Given the variety of products that
can be purchased at Walmart, we cannot identify what those purchases primarily are comprised
of since Works does not provide products and service descriptions beyond these merchant code
descriptions.

Facebook

Only Tourism Development had any purchases related to Facebook. All of these expenditures related to
advertising charges from Facebook for maintaining a Facebook account to promote and develop tourism
for the County. This relates to the work of the Tourism Development Commission.

The other Top Ten Vendors noted in the pie diagram above and their primary merchant code descriptions
are listed below for reference and given the nature of the Vendor's primary business, no further comment
is considered necessary:

e FERGUSON ENTERPRISES - Plumbing and Heating Equipment and Supplies
¢ HILTON - Hotel related

» HOME DEPOT -~ Home Supply Warehouse Stores

* LOWES - Home Supply Warehouse Stores

* OFFICE DEPOT - Stationary, Office Supplies and Printing

e SUNSTATE METER & SUPPLY - Industrial Supplies

o«  WW GRAINGER - Industrial Supplies

12
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Objectives and Approach

Objectives

Objectives of the internal audit review of the Purchasing Card function include the following:

* Determine if purchasing cards were issued and used in accordance with County Policies.

e Determine if purchasing cards were used for authorized expenditures.

» Identify and assess effectiveness of accounting and administrative controls over Purchasing Card
processing to provide appropriate reconciliations.

* Assess that controls over Purchasing Card expenditures include procedures and documents that
assure the data used to generate disbursements are adequate.

* Determine whether the records and documentation for Purchasing Card expenditures are sufficient
to establish an audit trail for all transactions involving disbursements.

» Determine that purchasing cards were issued to active employees.

Approach
Our audit approach consisted of three phases:

Understanding and Documentation of the Process

During the first phase, we held an entrance conference with the Purchasing Card Administrator and other
personnel to discuss the scope and objectives of the audit work, obtain preliminary data, and establish
working arrangements. We then conducted interviews with responsible personnel and documented their
role in the processes.

Detailed Testing

The purpose of this phase was to test detailed purchasing card records and related transactions based on
our understanding of the process. The period under review was from January 1, 2015 through December
31, 2015. Our fieldwork was conducted at County Finance where we utilized sampling and other auditing
techniques to meet our audit objectives outlined above. The procedures we performed included the
following:

» Test a sample of purchasing card issuances for proper approval and documentation of receipt by
employee.
» Testa sample of purchasing card transactions to verify the following:
o Transactions were not split to avoid Single Transaction Limit,
o Purchases were not backordered or for prohibited/restricted items,
o Florida sales tax was not paid, and
o Quote Logs were used for purchases over $1,000 when applicable.
¢ Test a sample of Monthly Reconciliation Forms for proper completion and documentation of
expenditures.

* Review and test County Finance’s consolidated reconciliation process.

* Review of forms utilized.

o Test for authorized and valid cardholders.

* Review the procedures for lost/stolen cards.

e Test cardholder activity for unusual transactions.

» Review organizational structure.

¢ Review compliance with statutes, policies, procedures, administrative orders, as applicable.
Reporting

At the conclusion of our audit, we documented our understanding of the Purchase Card function based on
our interviews at the County and summarized our findings related to this process. We conducted an exit
conference with management and have incorporated management's responses into our report. We
prepared our report and related findings and provided copies to appropriate County personnel.

13
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RSMUS LLP

7351 Office Park Place
Melbourne, Florida 32940-8229
0 321-751-6200 F 321-751-1385
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April 4, 2016

The Audit Committee of
Brevard County, Florida
Viera, Florida 32940-6699

Pursuant to the approved 2015/2016 internal audit plan, we hereby submit the following internal audit report
related to grant compliance of the Economic Development Commission of Brevard County (EDC). We will
be presenting this report during the next scheduled audit committee meeting on April 20, 2016.

Our report is organized in the following sections:

This provides a summary of the results related to
our assessment of the Internal Audit of EDC:
Grant Compliance.

This provides an overview of the EDC
organization.

The internal audit objectives and focus are
expanded upon in this section as well as a review
of the various phases of our approach.

This section gives an overview of the observations
we noted during our review.

We would like to thank the EDC, County management and all those involved in assisting the Internal
Auditors in connection with the internal audit of Economic Development Commission: Grant Compliance.

Respectfully Submitted,

Esp_. US [P
INTERNAL AUDITORS

| L | e = e e S T



Executive Summary



Executive Summary

The Economic Development Commission (‘EDC”) of Florida's Space Coast is a countywide, not-for-profit
partnership between the Brevard County Government (“County”) and the Space Coast business
community. The EDC was founded in 1989 and is a 501(c)(6) not-for-profit entity. Organizations that are
categorized as 501(c)(6)'s are focused on supporting overall industry needs, such as economic
development, as opposed to 501(c)(3) organizations that serve to support religious, charitable, scientific or
educational purposes.

The EDC is not an agency of the County, and as such, any activities that do not fall under the specific and
direct use of County funds were considered out of scope. The primary objectives of this internal audit were
to:
e Testthe EDC’s compliance with the grant agreement with Brevard County, and
e Determine if the County grant funds are being tracked separately and spent in accordance with
the agreement.

As noted above, the EDC is an organization that is completely separate from the County. The EDC and the
County have a grant agreement that stipulates the amount of funding the County will provide, the allowable
uses of the grant funds, public record requirements, EDC’s Ad Valorem Tax Exemption advisory role, terms
and renewals of the agreement, payment schedule and reporting requirements.

EDC has had a contract or a grant agreement with the County since its inception in 1989. The funding
amounts for the last five fiscal years are as follows:

201112 $1,400,050
2012-13 $1,400,050
2013-14 $1,400,050
2014-15 $1,400,050
2015-16 $1,400,050

*This information was provided by the EDC

A copy of the grant agreement is included at Appendix A. Pursuant to the agreement, the EDC can use the
County funds in the following ways:

1. Providing assistance to companies that are interested in investing in the county through relocation,
retention and/or expansion of their business in the County;

2. Marketing the county and promoting its competitive advantages to targeted business industries
through multiple outlets and trade missions;

3. Creating and distributing materials and publications with relevant and timely economic
demographic data for use by the business community;

4. Working with elected officials and community partners to develop a competitive business
environment in the county; and

5. ldentifying and providing resources designed to expand opportunities for existing manufacturing
and high tech businesses in the county.

The breakdown of the use of County funds for the year ended September 30, 2015, as provided by the
EDC, is as follows:

Marketing, Communications & Program $ 180,903
Facilities & Occupancy 115,642

General Administration 31,886

Personnel 1,054,919

Professional Services 16,750

Total Expenses $ 1,400,099

*This information was taken from the EDC's Annual Financial provided to the County (Appandix B).
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In accordance with the grant agreement, EDC has the following reporting requirements:

e Annual submission of a report to the Board of County Commissioners to include at a minimum:
o The manner in which County grant funds were expended;
o The results of the EDC’s efforts in retaining existing businesses, attracting new
businesses, or relocating businesses from other areas; and
o The EDC also agrees to voluntarily furnish the County each year with a copy of the
annual audit of the EDC’s financial records and a financial report.

Results

During the course of our audit we found no instances of non-compliance with the grant agreement. As the
majority of the County funds were used to pay salaries and benefits, we tested this by mapping the EDC
strategic plan to the five categories of the County grant agreement. The goals and strategies of the EDC
are aligned with the allowable uses noted within the grant agreement thus we have concluded that salaries
and benefits are allowable expenditures. We also tested a sample of non-personnel transactions and noted
all transactions tested have sufficient supporting documentation and are within one of the five required
categories included in the grant agreement. We have included one observation regarding the clarity of
EDC policy in the observations matrix. Observations are process improvement opportunities, and are less
impactful than issues and thus are not risk rated, do not require management response and follow-up
procedures will not be conducted.
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Background

The Economic Development Commission ("EDC") of Florida’s Space Coast is a countywide, not-for-profit
partnership between the Brevard County Government (“County’) and the Space Coast business
community. The EDC was founded in 1989 and is a 501(c)(6) not-for-profit. Organizations that are
categorized as 501(c)(6)'s are focused on supporting overall industry needs, such as economic
development, as opposed to 501(c)(3) organizations that serve to support religious, charitable, scientific or
educational purposes.

Organizational Structure

Board of Directors

President 8 CEOQ

Executive Office

Business Development

1 i
[Senior Director, Business Senior Manager, Semior Director,
— Development o Marketing = Operations
& Communication
- ’
|__| Senior Manager, Business Research 8 - Accountant
Development —{ Multimedia Manager
Senior Manager, Business [ Marketing & Events b Executive Assistant
s Development — Coordinator
" J —_—
Investor & Sin -
i - Assistant
= Mm;:.ﬂ::s || Community Relations
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Background - continued

Board of Directors and Councils

Per EDC bylaws, the Board of Directors is vested with the management of the business and affairs of EDC.
Directors should be residents of Brevard County, Florida and should normally be the senior official of a
company, agency head, or member of an agency Board of Directors, located in the Brevard County area.
The Board of Directors currently consists of 140 members (12 ex-officio) who meet every two months to
discuss EDC's objectives, plans, present activity and any issues at hand. In addition, the EDC has an
Executive Committee who meet monthly, and 5 Officers. There are also 9 councils that act as
subcommittees to the Board of Directors. These councils focus on key areas that the EDC has identified in
their Strategic Plan as priorities. Currently 141 volunteers serve on one or more EDC Councils. Each
council is made up of at least one chairperson, which is a member of the Board, and one EDC staff member.
The current council structure is illustrated below.

Aerospace, Aviation and Defense Council | Mission: Facilitates communication among stakeholders to
strategically develop actions and identify policies that
enhance the health and growth of the aerospace, aviation and
national defense industries in Brevard.

Ad Valorem Tax Abatement Council Mission: Assists in the processing of AVT applications by
reviewing submissions and recommending the level of

qualifying tax abatement to Brevard County Commission.

Certified Production Technician Council Mission: Assists staff in the promotion of the Certified
Production  Technician  training  programs through
presentations and sponsorship requests.

Community Marketing Council Mission: Assists staff in identifying marketing opportunities
and resources supporting the organizations program of work;
to include manufacturing image and attraction campaign.

Development Council Mission: Represents the development, engineering,
architectural, building and contracting fields, to promote
implementation of process improvements at county and local
levels.

Government Relations Council Mission: Supports staff with communications and outreach
efforts targeted to elected officials at local, state and national
levels to garner support of economic development policies.

Industry Council Mission: Serves as the advisory council to the Regional
Manufacturing Association of Florida’s

Space Coast (MASC) to ensure MASC serves as the succinct
voice for Brevard County’s manufacturing base.

Innovation Council Mission: Supports the development of an innovation
ecosystem in Brevard County that will

Resource Development Council Mission: Support the organization's short term and long term
sustainability objectives related to the retention and
recruitment of EDC Investors.

All five County Commissioners have a designee included on the Board of Directors. Currently, Commission
Chairman Jim Barfield is an executive committee member and Board of Director. The designee for
Commissioner Robin Fisher sits on the Governance / Finance Council and the designee for Commissioner
Barfield sits on the Resource Development Council.



Background - continued

Economic Development

No single definition incorporates the multitude of factors that encompass economic development. The main
goal of economic development is often stated as improving the well-being of a community through efforts
that entail job creation, job retention, and tax base enhancements and quality of life. The EDC has identified
the four strategic priorities for the organization to ensure a focused approach is applied to their economic
development efforts. These priorities are outlined in the Strategic Plan included in Appendix C.

The business development process in Brevard County is a fluid process. The needs of each business vary
with the size of the organization, timeline and industry. Regardless of the point in the process where each
business falls, the EDC plays the role of a facilitator and advisor. The process typically begins with a lead,
at which time a determination is made regarding the prospective client project and the resources available;
which may include land, facility, state and local tax structure, costs of doing business, local permitting and
more. Business development is a highly competitive process, both inter- and intrastate. As such, closely
cooperative, and confidential efforts are needed to maintain the trust of the prospective business.

Leads are generated from various organizations such as Enterprise Florida (EF1), the Florida Department
of Economic Opportunity (DEO), Brevard County and marketing or networking efforts. Businesses also call
the EDC directly using online search engines and other social media; however, the majority of the leads
are generated from the partnerships and relationships the EDC has with various state and local agencies.

The diagram below depicts, from EDC's perspective, the ideal flow of the process from lead generation to
announcement of the business expanding within or moving to Brevard County.

Business Development Process

Generate
Lead

Initial Interaction

* Meet or Conference call
with campany
* Respond to RFI/RFP

Help Company
Establish in Brevard

Win and Announce

Project Ident ﬁ.(.::?pany
Finalize ‘
Negotiations Competitive
Assessment

Re-submit Proposal

Formuiate faal

Arclitoegiure

Gather Info From
Communities
Respond to Questions,

Concerns/Adjust Proposal Devetop Formal
Parameters Fropoal

Down Selection

The EDC works closely with the business clients through the entire process. They identify State and County
incentives for which the company may qualify and guide them through the application process. In addition
to relocation and/or expansion projects, the EDC provides existing businesses with resources and tools to
encourage growth and profitability. The EDC utilizes a database called EPIC CRM to track business leads
and contact points.
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Funding and Financial Data

Funding sources for the EDC come primarily from three places: State Grants, the Brevard County grant
and Investor Payments. The funding structure has changed significantly over the years as both the County
and the EDC have grown. Currently, the majority of EDC funding comes from State grants (52% in the fiscal
year ending September 30, 2015) and the County grant is the second Iargest (35% in the fiscal year ending
September 30, 2015.) This is in contrast to 64% of funding coming from the County grant in 2001. It should
be noted that the State grant funding passes through the EDC in the form of incentives and other payments
to subrecipients and is not used to fund EDC operations.

Revenue Comparison

2001

0 500000 1000000 1500000 2000000 2500000

® Interest and Other Revenue ® Sponsorships

® Other Grants B Meetings and Functions

B Investor Payments M Brevard County Contract
*Information was taken from audited financial statements in the given year

The funds received from the County and other State grants are leveraged to generate additional revenues.
The breakdown of revenue sources for fiscal year ended September 30, 2015 is as follows:

Brevard County $ 1,400,050
Investor payments 501,020
Investor meetings and 45,500
functions

State grants 2,222,017
Federal grants 63,514
Program sponsorships 20,350
Interest income 3,013
Other income 4,422
Total Revenue $ 4,259,886

*Informalion provided by EDC, from audited financial stalements for FY 2014-15
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As with the majority of non-profit and service-oriented businesses, the services provided by EDC are
generated through the staff of professionals that work there. Therefore a significant percentage, $1,364,503
or 32.2%, of total expenses are salaries and benefits.

Expenses Under Grants $ 2,256,653
Salaries and Benefits 1,364,503
Advertising and Promotions 149,907
Administrative and 471,979
Miscellaneous

Total Expenses $ 4,243,032

*Information provided by EDC, from audited financial statements for FY 2014-2015

Confidentiality

The EDC is a separate private agency that receives funding from the County via a grant agreement. The
benefits of keeping this service outside the spotlight of the public sector are primarily due to the confidential
nature of the work performed. This confidentiality is also bolstered by Florida Statute 288.075 that states
“Proprietary confidential business information” is considered confidential. This information is defined as:

“Information that is owned or controlled by the corporation, partnership, or person requesting confidentiality
under this section; that is intended to be and is treated by the corporation, partnership, or person as private
in that the disclosure of the information would cause harm to the business operations of the corporation,
partnership, or person; that has not been disclosed unless disclosed pursuant to a statutory provision, an
order of a court or administrative body, or a private agreement providing that the information may be
released to the public; and that is information concerning: Business plans, Internal auditing controls and
reports of internal auditors, reports of external auditors for privately held companies”

When a company is relocating or if an existing company is thinking of expanding, it is of a highly confidential
nature for many different reasons. With the services being performed by an outside agency this
confidentiality can be maintained for the success of the program and strengthens the relationship with
Leads as the ability to have such confidentiality facilitates trust. Once the various agreements are reached
with these businesses, the necessary public announcements are made.
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Brevard County Grant Agreement

The EDC is not an agency of the County, and is an organization that is completely separate the County.
The EDC and the County have a grant agreement that stipulates the amount of funding the County will
provide, the allowable uses of the grant funds, public record requirements, EDC’s Ad Valorem Tax
Exemption advisory role, terms and renewals of the agreement, payment schedule and reporting
requirements.

EDC has had a contract or grant agreement with the County since its inception in 1989. The funding
amounts for the last five fiscal years are as follows:

2011-12 $1,400,050
201213 $1,400,050
2013-14 $1,400,050
2014-15 $1,400,050
2015-16 $1,400,050

*This information was provided by the EDC

A copy of the grant agreement is included at Appendix A. Pursuant to the agreement, the EDC can use the
County funds in the following ways:

1 Providing assistance to companies that are interested in investing in the county through relocation,
retention and/or expansion of their business in the County;

2 Marketing the county and promoting its competitive advantages to targeted business industries
through multiple outlets and trade missions;

3 Creating and distributing materials and publications with relevant and timely economic
demographic data for use by the business community;

4 Working with elected officials and community partners to develop a competitive business
environment in the county; and

5 lIdentifying and providing resources designed to expand opportunities for existing manufacturing
and high tech businesses in the county.

The breakdown of the use of County funds for the year ended September 30, 2015, as provided by the
EDC, is as follows:

GranEExper

180,903

Marketing, Communications & Program $
Facilities & Occupancy $ 115,642
General Administration $ 31,886
Personnel $ 1,054,919
Professional Services $ 16,750
Total Expenses $ 1,400,099

*This information was taken from the EDC's Annual Financial provided to the County
In accordance with the grant agreement, EDC has the following reporting requirements:

e Annual submission of a report to the Board of County Commissioners to include at a minimum:
o The manner in which County grant funds were expended;
o Theresults of the EDC'’s efforts in retaining existing businesses, attracting new businesses,
or relocating businesses from other areas; and
o The EDC also agrees to voluntarily furnish the County each year with a copy of the annual
audit of the EDC'’s financial records and a financial report.
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Objectives and Approach

Objectives
The primary objectives of this internal audit were to:
o Test the EDC’s compliance with the grant agreement with Brevard County, and
¢ Determine if the County grant funds are being tracked separately and spent in accordance with
the agreement.

To accomplish this, we planned to:
¢ Determine whether the records and documentation are sufficient to establish an audit trail for
transactions that were purchased using County Grant Funds;

e Analyze compliance and procedures surrounding financial recordkeeping;

e Verify appropriateness of expenditures for public funds;

» Determine that policies and procedures are effective, documented and in place; and

* Review and verify compliance of the scope of services listed in the contract.
Approach

Our audit approach consisted of three phases:

Understanding and Documentation of the Process

During phase one, we interviewed selected EDC personnel, County personnel, Commissioners and EDC
Board members, to discuss the scope and objectives of the audit work, obtain preliminary data, and
establish working arrangements. We obtained a copy of the agreement between EDC and the County and
discussed the scope of services and outcome criteria contained in the agreement. We reviewed other
documents including fiscal year 2015 financial statements and the 2014 tax return, budgets of both EDC
and the County, and the bylaws and mission statement of EDC. Additionally, we reviewed EDC’s web site,
and selected Florida Statutes and County Ordinances applicable to this audit.

Detailed Testing
The purpose of this phase was the development of applicable tests of compliance. Our testing was
concentrated in two different components: Contract Compliance and Use of Grant Funds.
Contract Compliance - We reviewed the contract between EDC and the County and tested compliance
as follows:
Reporting - We tested the reporting requirements of the contract as follows:
o Reviewed requirements of the contract,
e Verified content of submissions, and
* Reviewed dates for submission of required reports.

Use of Grant Funds - We tested the use of grant funds as outlined in the contract.
e  As the majority of the County funds were used to pay salaries and benefits, we tested this by
mapping the EDC strategic plan to the five categories of the County grant agreement.
e  We tested a sample of non-personnel transactions for sufficient supporting documentation and
are in accordance with the five required categories included in the grant agreement.
e  We also reviewed and tested the documents and publications below:
- Strategic plan
- Web site and marketing materials
- EPIC CRM Database
- Membership listings, Board and Committee make-up
- By-laws

We also:
e  Obtained the annual financial reports provided to the County.
¢  Obtained the EDC’s overall annual report, which documents the results of EDC's efforts in
retaining existing businesses, attracting new business, or relocating businesses from other areas.
° Reviewed Board meeting minutes for both the Board of Directors and executive committee.
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Observations Matrix

Observation: As previously noted, all expenditures selected for test were compliant with the County
grant and properly supported. The EDC has an Internal Financial Controls policy and Travel Expense
policy to manage the approval and use of spending, including the County grant funds. We tested 25
non-salary transactions, noting some transactions that did not fully comply with the EDC’s internal
policy for written approvals, both before and after purchase. As changes have been made internally
since the policy inception, the EDC should consider updating the policies to allow for more flexibility
on items that are pre-approved and reflect the procedure currently being followed.

O - e i R e S e e e, i
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Appendix A - Grant Agreement

GRANT AGREEMENT

THIS GRANT AGREEMENT is entered into by and between BREVARD COUNTY, a
political subdivision of the State of Florida (hereafter referred to as the “County”), and THE
ECONOMIC DEVELOPMENT COMMISSION OF FLORIDA'S SPACE COAST, INC., a
Florida Corporation Not-for-Profit (hereafter referred to as the “EDC”);

RECITALS

WHEREAS, the Board of County Commissioners has assigned the County Manager and
his/her designated staff to function as the economic development agency for the County with
legal assistance from the County Attorney; and

WHEREAS, under section 125.045(3), Florida Statutes, the County is authorized make
grants to private enterprises for the expansion of businesses existing in the community or the
attraction of new businesses to the community; and

WHEREAS, EDC is a private, not-for-profit corporation engaged in the activity of
attracting new business investment, retaining and expanding existing businesses, and
encouraging entrepreneurship to and in all communities and jurisdictions within the county,
including the 16 municipalities, the unincorporated area, the Melbourne International Airport
Authority, the Titusville-Cocoa Airport Authority, the Canaveral Port Authority, and military

installations; and,
WHEREAS, EDC has a focus on the manufacturing and high tech industry, which

advances growth in corporate investment, job creation and business sustainability for the long-
term vitality of the county economy through the direct and indirect impact associated with the

investment of businesses within our community; and,

WHEREAS, economic development efforts within a community must include a wide
range of programs and resources to compete globally;

NOW THEREFORE in consideration of the following covenants and provisions the
parties hereto agree as follows:

l. Recitals. The Recitals set forth above are true and correct and incorporated by
reference herein.

2. Grant. The County hereby agrees to provide a grant to the EDC in fiscal year
2014-2015 in the amount of $1,400,050.00. This grant is authorized by 125.045, Florida

Statutes,



Appendix A - Grant Agreement - continued

3. Use of Grant Funds. The grant funds provided by the County to the EDC shall
be used exclusively for EDC efforts to retain existing businesses in the County and to attract new
businesses to the County. The grant funds will enhance the programs of work and strategic goals
of the EDC to improve the economic growth and stability of the county. These programs of work

focus on:

(8) Providing assistance to companies that are interested in investing in the county
through relocation, retention and/or expansion of their businesses in the County.

() Marketing the county and promoting its competitive advantages to targeted
business industries through multiple outlets and trade missions.

(c) Creating and distributing materials and publications with relevant and timely
economic and demographic data for use by the business community.

(d) Working with elected officials and community partners to develop a competitive
business environment in the county.

(¢) Identifying and providing resources designed to expand opportumnes for existing
manufacturing and high tech businesses in the county.

Notwithstanding anything herein to the contrary, at the discretion of the EDC, the grant
funds may be used for administration, travel, office expenses, salaries or other expenses related
to the EDC’s program of work involving the retention or expansion of existing businesses and

attraction of new businesses within the county.

4. Public Records. The County and EDC acknowledge that EDC is a private
corporation and not subject to Florida’s Public Records law, per se. The County and EDC also
acknowledge that the Board of County Commissioners has also designated the County Manager
and his designees as the economic development agency for the County, for the purposes of
County Projects, as defined below, encompassed by the provisions of section 288.075, Florida
Statutes. However, when the EDC is working on a County Project all records related to the
EDC’s work on that project in coordination with the EDC’s private business client and the
County are deemed to be public records available for inspection by any person, unless those
records are otherwise exempt or confidential under Florida Public Records laws. For the
purposes of this Grant Agreement, a “County Project” is defined as a project:

a. where employees or officials of County government, or of any special district
dependent to County government, have received a written request from a private
business for a confidentiality/non-disclosure exemption in accordance with the
provisions of section 288.075, Florida Statutes; or

b. where a business has filed a written request for one or more County economic
incentives to induce that business to locate, expand or relocate in the County,

2



Appendix A - Grant Agreement - continued

regardless of whether the business has submitted a request for confidentiality
under the provisions of section 288.075, Florida Statutes. Such incentives may
include, but are not limited to, ad valorem tax exemptions; cash grants; or lease or
conveyance of county-owned property.

The term “County Project” shall not include any EDC activities involving private
companies; municipal corporations; airports; ports; chambers of commerce or other private
organizations, but not involving the County.

5. EDC’s Ad Valorem Tax Exemption Advisory Role. The parties acknowledge and
agree that EDC has no approval or decision-making authority in County government other than
acting in an advisory capacity solely for the purpose of reviewing ad valorem tax exemption
applications, in which circumstances the EDC committee responsible for that function must
conduct advertised, public meetings in accordance chapter 286, Florida Statutes (the Florida
Sunshine Law). Any record or document generated as a result of the EDC commiittee’s activity
in an advisory capacity related to the review of ad valorem tax exemptions shall be deemed
public record and open for public inspection, unless otherwise exempt or confidential under

Florida law.

6. Term and Renewals. The term of this Grant Agreement is one year, commencing on
October 1, 2014 and ending on September 30, 2015; provided this Grant Agrggmgm; shall
automatically renew for additional one years periods over a maximum period @ _,Lﬁm?diﬁdnﬂ.

 years should the Board of County Commissi nersmdopt anannual county budget setting aside
‘funds for an renewal grant for each such reniewal year., In the event the Board does not adopt an
annual county budget setting aside grant funds for the EDC prior to October 1 of the upcoming
renewal year, this Grant Agreement shall be deemed terminated.

7. Payment Schedule. Payments shall be made on a quarterly basis in the amount of
$350,102.50 due on October 10, 2014, January 10, 2015, April 10, 2015, and July 10, 2015.

8. Reporting Requirement. Prior to September 30, 2015 or the same date in any
subsequent year for which this Grant Agreement has been automatically renewed, the EDC shall
submit a report to the Board of County Commissioners setting forth as to County Projects, ata

minimum, the following:

a. the manner in which County grant funds were expended; and
b. the results of the EDC’s efforts in retaining existing businesses, attracting new
businesses, or relocating businesses from other areas.
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¢. The EDC also agrees to voluntarily furnish the County each such year with a copy
of the annual audit of the EDC’s financial records and operations conducted by a

certified public accountant, as well as a financial report.

9. Effective Date; Prior Agrcements Superseded. All prior agreements between the EDC
and the County are superseded and rendered inoperative as the effective date of this Grant
Agreement, which is October 1, 2014.

WHEREFORE, the parties have executed this Grant Agreement on this 16" day of
September, 2014,

Economic Development Commission Brevard County
of Florida’s Space Coast, Inc.

AL 1l

Lynda Weftherman, Exccutive Director Mayy Bolin Lewis
(As approved by the Board on September 16,

2014)

DATE: 9/7 9/f' L{/ Date: 9-16-2014

ATTEST:

Seott Ellis, Clerk of the Circuit Court
in his capacity of Clerk to the Board



Appendix B - Annual Financial Report FY14-15

EDC of Florida's Space Coast

Annual Financial Report
FY14/15
Schedule of Brevard County Grant Funds Expended

Grant Funds
Ordinary Income/Expense
Income
Brevard County Grant $ 1,400,050
Total Income $ 1,400,050
Grant Expense
Marketing, Communications & Programs S 180,903
Facilities & Occupancy $ 115,642
General Administration $ 31,886
Personnel $ 1,054,919
Professional Services S 16,750
Total Expense $ 1,400,099
Net Ordinary Income $ (49)

Net Income $ (49)




Appendix C - Strategic Plan Overview FY14-15

/.w ECONOMIC
= DEVELOPMENT :
ﬁcomssm FY 14/15 Strategic Plan
FLORIDA'S SPACE COAST
GOALS
BUSINESS GROWTH AND COMPETITIVE BUSINESS ENVIRONMENT SECURE EARNED MEDIA
DIVERSIFICATION Implementand/oradvocate fora Capitalize onlocal and nationalmedia

Achieve business growth and
diversification of Brevard County’s
economicbasethroughatargeted
approach, resulting in new capital
investment, job creationand increased

opportunities for existing industry growth,

minimum of one public policy or new
program per year which will enhance
Brevard County's economic
development competitiveness and lead
to a business friendly community.

coverage showcasing business
success stories and Brevard County
community advantages resulting in a
minimum of $1 million of earned media
peryear.

PRIORITIES

TARGET INDUSTRY FOCUS
Businessdevelopmentefforts
will be centered on industries
providingvalue addedjobs
which produce a higherdirect
and indirect economic impact
for the community. Target
industries include: Aerospace
and Aviation; Advanced
Communications; Electronics;
High-TechManufacturing;
and Emerging Technologies.

ENHANCE COMPETITIVE ENGAGE COMMUNITY ENGAGE PARTNERSHIPS
LANDSCAPE LEADERS Partner with economic
Programs and advocacy Engage and educate development agencies and
efforts willbe pursued community volunteers and supporting organizations to
based on the relevancy elected officials to serve as ensure a streamlined

and sustainability in economic development coordinated process
developing a competitive leaders throughout benefiting economic growth in

business environment for
our target industries,
existing industries and
military installations.

Brevard County.

Brevard County.

PROGRAMOF WORK

Anintegrated approach ensures our strategic priorities and goals remain the primary focus. Area-specific strategies identified below
support the established objectives and serve as the guiding principles for management.

Business Development
e Partner with local, regional, and state partners to identify

prospects

Promote government contracting programs to existing

businessesthrough G.O. Contracts

Increase awareness of local manufacturers through

Made In Brevard campaign

Promote opportunities for commercialization
Supportan Innovative business climate through Accelerate
Brevard, the Innovation Counciland NASAtechnology

partnership

Business Climate

e Interface with industry leaders to identify barriers to business start-

upandgrowth

¢ Educate national policy makers on programs supporting local

o Supportmilitary policies which can provide positive economic growth

economic development

in Brevard County

e Support development of a labor supply which meets

manufacturing industry demand

Marketing

Promote the advantages of doing business in Brevard
Raise awareness of business capabilities and successes.
Ensure media interaction is at local and national levels
Utilize Web-based marketing and social media

Community Relations

Educate elected officials and municipal employees on the

programs of the EDC to promote collaboration

Facilitate an understanding of economic development and the impact
of job creation through speaking engagements, opinion editorials,
and published articles

Increase the reach of EDC Investors as abusiness resource

Increase opportunities for Investors to volunteer and support
economic development

Operations

Increase Private Funding yearoveryear

Increase workflow efficiencies through enhancements in
softwareprograms andequipment

Provide opportunities for staff professional development
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wscal Year 2014-2015 has been a tremerdious year for the Econcmic Devedapment Commission

of Florlds’s Space Coast {EDC). We have worked together to tell our story and demonsirste to

the country that the Space Coast is apen for business.

This past year we have further davelcped our existing programs and Introcuuced new

G, &panding 1he nesountas for cut business comenuiily. We are working with indhusiry kaders
to devesiop innovathee solictors to msenifactuting chalienges. Our newiet peogram, Technology
Dozidng. & strabegic aliance with NASA Headquarsers, I opering doors to peadiuct development
tools for commesclalzation fram new technologied. Ows Cartifed Production Techaldan (0PT) pliot
program Is addnessing the skilis gayy in manufactaring and deweinping an swomress of this ndustry
a3 ey of cholca.

Our afforts to enhanor usineds growth has gained neosgrition for our cormunity as a leader in
ecmanic development. We oeasived four nertions! ewards of recogrition this past year. Inchuding,
Southem Busioms £ Deveiopment Magaznine - Top 4 Econemic Development Organlzation; and
Exponsion Soksions fapazine - YogS Awerd for Aerospace, Avistion and Defense Recrulting.

W heve micch 1y be posed of; we % a8 community and aneconsmic development o
sngineand for sucoezs. Wath Sen. compamy announcemenss and cormimitmments for 1,454 direct jobs,
neaesvtion of 270 dyting jobs ard & ttal capital imvastmant exceeding $270 milian; we ase spuning
an eritine aemystern of opporbandties for fune genarstions.

Thm continued support and Imwshimant from the business community, key partness and
stakeholders enabies the EOC to comtiniie io-culitvebe & rmng axmomic angine for today,

txmosove and he futisre. " ;
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and comrreanity partners in our ot pregram focused on Cartified Production Techaldan (CPT) ©
training and educating on the smportance of g g marvufacturing as a carser of cholce.
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Accelerased Petmiting) program S na - B $75,000 i state Defense Relrmvestment Grest
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tha Space Coast Induda:
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Enginearing and

REROSPACE, AWIATION

AMD DEFENSE
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Lockheat Mattin Space

Sywbems Company
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FL Business & Manufacturing
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COMMUNITY MARKETING
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RSM US LLP is a limited liability partnership and the U.S. member firm of RSM
International, a global network of independent audit, tax and consulting firms. The
member firms of RSM International collaborate to provide services to global clients, but
are separate and distinct legal entities that cannot obligate each other. Each member firm
is responsible only for its own acts and omissions, and not those of any other party. Visit
rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSMe and the RSM logo are registered trademarks of RSM International Association. I - _

The power of being understood® is a registered trademark of RSM US LLP. Shﬂ
© 2015 RSM US LLP. All Righls Reserved. R
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.\ 9 INGRAM

CPAs and Advisors

Carr, Riggs & Ingram, LLC

April 18, 2016 215 Baytree Drive
Melbourne, Florida 32940
(321) 255.0088

The Audit Committee of e
WWW.Cricpa.com

Brevard County, Florida
2700 Judge Fran Jamieson Way
Viera, Florida 32940-6699

Pursuant to the approved 2015/2016 internal audit plan, we hereby submit our cycle audit of cash
account reconciliations. We will be presenting this report to the Audit Committee at the next scheduled
meeting on June 22, 2016.

Our report is organized in the following sections:

This provides a summary of the issues related to

tive Su ar . .
EXeciitive Summarny our cycle audit of cash account reconciliations.

This provides an overview of the cash account

B - gl
Agkground recongiliation process.

The cycle audit objectives and focus are
Objectives and Approach expanded upon in this section as well as a
review of our approach.

This section gives a description of the issues,
Issues Matrix recommended action and management's
response.

We would like to thank the Clerk of Court County Finance & Accounting department and all those
involved in assisting the Internal Auditors in connection with the cycle audit of cash account
reconciliations.

Respectfully Submitted,

INTERNAL AUDITORS
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Executive Summary

Overview

This cycle audit includes testing for compliance with the Clerk of Courts General Accounting Procedures
Manual Section 6.A reconciliation completion and timeframe requirement. This report covers the cash
account reconciliations for September 2015 through February 2016. Testing for this cycle audit of cash
reconciliations took place during April 2016. This is the third cycle audit of cash reconciliations and we
have noticed significant improvements specifically with the timeliness of the reconciliations.

Objective

The primary purpose of this cycle audit is to assess the timeliness, completeness, and review procedures
of cash account reconciliations for September 2015 through February 2016.

Issues
A summary of issues identified and their relative risk rating is provided on the following page.

Relative risk is an evaluation of the severity of the concern and the potential impact on operations. ltems
rated as “High” risk are considered to be of immediate concern and could cause significant operational
issues if not addressed in a timely manner. Items rated as “Moderate” risk may also cause operational
issues and do not require immediate attention, but should be addressed as soon as possible. ltems rated
as “Low” risk could escalate into operational issues, but can be addressed through the normal course of
conducting business.

There are many areas of risk to consider including financial, operational, and compliance, to name a few.
For public sector organizations, we also consider public perception risk when determining the relative risk
rating.

Timeliness of Cash Reconciliation Preparation and Review:

In the previous cycle audit, there were six reconciliations prepared that were past due and eight
reconciliations reviewed that were past due. During this cycle audit, we noted that six out of the six cash
reconciliations reviewed were all prepared and reviewed within the timeframe stipulated in the Clerk of
Courts Finance General Accounting Procedures.



Executive Summary - continued

1. Transactions Identified but not Recorded

Since the consolidated bank account for the period tested (Sept 2015 through Feb 2016)
was reconciled within the required timeframe from month end, Transactions Identified
but not Recorded, with few exceptions, were posted to the general ledger in the
subsequent month. This also marks a vast improvement since the last cycle audit which
identified some transactions not posted to the general ledger until seven months after
the month end.

However, for September 2015 through February 2016, we noted that there were
significant Transactions Identified but not Recorded in the month incurred. The
reconciliation is not required to be completed until 30 days after the General Ledger is
closed — which takes place on the 15" of the month — or 45 calendar days after month
end to complete the reconciliation. [Note: For fiscal year-end 9/30, the policy provides for
60 days to complete the September bank reconciliation and the general ledger is held
open such that no significant Transactions Identified but not Recorded were noted for
the 9/30/15 bank reconciliation.]

The following table depicts only the most significant Transactions Identified but not
Recorded of the total cash account variance noted by month (see issue matrix below for
complete table of reconciling items):

Moderate
Transactions ACH
Cash - Net Recorded in Payroll Processing
Variance Unrecorded Subsequent Manual | Payroll Direct
Month Over (Under) Deposits Months Checks Deposit
Feb-16 ($13,675,053) $705 $11,122,723 | $40,511 $2,511,140
Jan-16 $16,962,741 $181,010 (519,696,524) $38,487 $2,514,294
Dec-15 $14,252,899 $433,340 (514,682,725) $99 (53,610)
Nov-15 ($26,110,287) $348,148 525,762,114 $31 S0
Oct-15 ($3,756,175) $328,282 $3,427,895 S4 S0
Sep-15 $18,986 $0 ($105) ($235)

The above amounts, except the payroll transactions, represent cash transactions that
occurred and were posted to the bank in the month reconciled, but were not posted in
the general ledger until after the month closed. The payroll transactions represent
amounts deducted from the general ledger upon the pay period ending date, but were
not actually disbursed from the bank account until the pay date in the subsequent month.
This transaction should be reversed and posted back to the general ledger.

Delays in posting activity increase the risk of error or inaccurate posting among months.
There are exceptional circumstances in which posting is reasonably delayed, but this
should be the exception.
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Background

Cash Reconciliation Process

The consolidated cash account reconciliation process is conducted by the Clerk of Court County Finance
and Accounting Department. The reconciliations include documentation of the preparer, reviewer, and the
dates prepared and reviewed. The timeliness standard for reconciliation completions is determined by the
Clerk of Court's Finance General Accounting Procedures Manual, which states in Section 6.A.,
“Reconciliation is to be performed monthly, completed within 30 days after the close of the month. The
September reconciliation should be completed within 60 days after the close of the month.” Each month is
closed on the 15 of the following month as stipulated by the Procedures Manual 3.A.8, Opening/Closing
Posting Periods. Therefore, the deadline for other than September, for completing the monthly
consolidated cash reconciliation is 45 days after the end of the month. September (FYE), is closed on the
30t

Consolidated and Dishursement Cash Accounts

The County has one primary bank account, referred to as the “Consolidated” account, and two zero
balance accounts used for disbursements that are funded from the consolidated account. The funding
occurs through automatic transfers of funds from the consolidated account for the amount of checks
presented. One disbursement account is used for payroll-related disbursements, and the other is for
accounts payable related disbursements. The three accounts below are reconciled monthly as one
consolidated reconciliation;

Account Name
Consolidated account
Payroll account
Controlled disbursement account

The County has a Positive Pay service on the disbursement accounts, in which the bank matches the
checks presented for payment to a file of approved checks received from the County. Checks that do
not match to the file received from the County are returned for investigation before payment. This
service is a preventive control over disbursement activity and prevents check fraud and errors in
processing.

In addition to the documented monthly bank reconciliations, Finance personnel review and monitor the
activities of disbursements and receipts to the online banking activity on a daily basis. Through this
process, they are able to identify differences between the cash activity recorded in SAP and the
activity per the bank, and perform timely follow-up with departments to obtain the information necessary
to post the cash transactions in SAP. The performance of this daily review function reduces the time
burden to perform the monthly reconciliation and allows it to be completed more efficiently.

Unclaimed Property

The County follows the unclaimed property rules put forth in Florida Statute, Section 717. The statutes list
the dormancy periods for different types of property, and the timeframe under which the property must be
submitted to the state in an annual unclaimed property report. For governments, the dormancy period is
one year if not otherwise listed in the statutes. The County is required to perform due diligence to locate
the apparent owners of unclaimed property items under Florida Statute Section 717.117(4). This includes
sending a written notice to the payee of outstanding checks not more than 120 days and not less than 60
days prior to filing the unclaimed property report. The preparation of the annual unclaimed property
report is done by the Clerk of Court County Finance & Accounting Department. It includes items that met
the required dormancy period in the prior calendar year, and is submitted each April. Due diligence
procedures on the unclaimed property are performed and documented by the Accounts Payable or
Payroll departments, based on the nature of the outstanding item.
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Objectives and Approach

Objectives

Objectives of this cycle audit include the monthly cash reconciliations for September 2015 through
February 2016 (6 months):

Determine timeliness of cash account reconciliation preparation and review.

Determine whether cash account reconciliations are appropriately reviewed.

Determine completeness of cash account reconciliations.

Determine mathematical accuracy of the cash account reconciliations.

Determine reasonableness and appropriate supporting documentation for significant reconciling
items.

e Determine compliance with unclaimed property rules.

Approach
Our cycle audit approach consisted of three phases:

Understanding and Documentation of the Process

During the first phase, we held an entrance conference with the Assistant Finance Director and other
personnel to discuss the scope and objectives of the audit work, obtain preliminary data, and establish
working arrangements. We then conducted interviews with responsible personnel and documented their
role in the processes.

Detailed Testing

The cash reconciliations for September 2015 through February 2016 were reviewed for timeliness of
preparation and review. We verified that the reconciliations contained evidence of documented review by
someone other than the preparer at the appropriate level within the department. We tested completeness
of the reconciliations by tracing the balances to the general ledger and bank statement, and tested the
mathematical accuracy of the reconciliations. We reviewed the reconciliations in detail and traced
reconciling items to supporting detail and reviewed the reasonableness of the reconciling items. We
reviewed the outstanding checklists for checks that would be considered presumed unclaimed property
under Florida Statutes, and performed follow-up inquiry.

Reporting

At the conclusion of our audit, we summarized our findings related to the cash reconciliation function. We
conducted an exit conference with management and have incorporated management’s responses into
our report. We prepared our report and related findings and provided copies to appropriate County
personnel.
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May 13, 2016

The Audit Committee of

Brevard County, Florida

2700 Judge Fran Jamieson Way
Viera, Florida 32940-6699

s,

CARR
RIGGS &
INGRAM

CPAs and Advisors

Carr, Riggs & Ingram, LLC
215 Baytree Drive
Melbourne, Florida 32940

(321) 255-0068

(321) 259-8648 (fax)

Www.cricpa.com

Pursuant to the approved 2015/2016 internal audit plan, we hereby submit our cycle audit of accounts
payable. We will be presenting this report to the Audit Committee at the next scheduled meeting on June

22, 2016.

Our report is organized in the following sections:

‘ , This provides a summary of the issues related to
Executiue SUmmaty our cycle audit of accounts payable.
Background This provides an overview of the accounts
payable process.
The cycle audit objectives and focus are
Objectives and Approach expanded upon in this section as well as a
review of our approach.
This section gives a description of the issues,
Issues Matrix recommended acton and management's
response.

We would like to thank all those involved in assisting the Internal Auditors in connection with the cycle

audit of accounts payable.

Respectfully Submitted,

Lo Riggn ¢ Zappan ALC

INTERNAL AUDITORS
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Executive Summary

Overview

Accounts Payable operations can be effectively segregated into the following four components:
e Setting up new vendors and managing existing vendors.
e Receiving vendor invoices and recording the related liability in SAP,
¢ Paying vendor invoices and reducing the related liability in SAP.
¢ Reconciling vendor statements to amounts recorded in SAP.

Objective

The primary objective of this cycle audit was to assess whether the system of internal controls over the
accounts payable is adequate and appropriate for promoting and encouraging consistent application of
management'’s objectives for compliance with policies and procedures, as applicable. We selected five
Departments not tested in previous cycle audits based on significance and volume of accounts payable
transactions. Departments selected for accounts payable testing and their approximate respective
volumes are as follows (unaudited):

Fire Rescue $8,800,000 | 10,400

Library Services $3,800,000 11,100
Natural Resources $10,600,000 3,700
Solid Waste Management $31,200,000 6,000
Utility Services $20,700,000 4,400

The total spend for the period covered was approximately $195M and 83K transactions. The testing
period covered the twelve months March 1, 2015 through February 29, 2016.

Issues

During the course of our work, we discussed any identified issues and observations with management.
Our observations and recommendations for improving controls and operations are described in detail in
the Issues Matrix included in this report. A summary of issues identified and their relative risk rating is
provided on the following page.

Relative risk is an evaluation of the severity of the concern and the potential impact on operations. ltems
rated as “High” risk are considered to be of immediate concern and could cause significant operational
issues if not addressed in a timely manner. Items rated as “Moderate” risk may also cause operational
issues and do not require immediate attention, but should be addressed as soon as possible. ltems rated
as “Low" risk could escalate into operational issues, but can be addressed through the normal course of
conducting business.

There are many areas of risk to consider including financial, operational, and compliance, to name a few.
For public sector organizations, we also consider public perception risk when determining the relative risk
rating.



Executive Summary - continued

| Issues

1. Segregation of Duties

The Accounts Payable Supervisor, from County Finance, who is one of three personnel
in Accounts Payable authorized to process checks, also has access to change the
Vendor Master File — to add new vendors and to make edits to existing vendors. County
Management represented that this access is for emergency purposes only. Two
designated personnel in County Finance have the authority to change the Master
Vendor File to setup “fast entry” vendors and “alternate payees” when the remittance
address is different from the original vendor address. These two designated personnel
in County Finance do not have access to accounts payable to enter vendor invoices or
process checks.

The risk of misappropriation of funds exists due to this lack of segregation of duties
since the Accounts Payable Supervisor has the ability to edit the Master Vendor File
and issue checks.

2. Invoice Processing - Three-Way-Match

RISKERatinGg

We selected a sample of 50 vendor invoices from the period March 1, 2015 through
February 29, 2016 - ten each from the five selected Departments (Fire Rescue, Library
Services, Natural Resources Solid Waste Management and Utility Services). In terms of
County Finance’s and Departments’ review and approval of vendor invoices tested per
the applicable Administrative Order requirements (e.g. AO-33 Payment of Invoice — see
Objectives and Approach section for detail of requirements), our understanding is that
the three-way match control is to be performed at the Departmental level. As such, the
applicable Department signatures indicated Departmental review and approval for all
vendor invoices tested. However, in reviewing the three-way match support (purchase
order, receiver and invoice) obtained from the Departments, we noted that for 5 [Fire
Rescue — 4; Natural Resources — 1] out of the 50 invoices tested, the invoiced amount
was incorrect. Based on discussions with Departmental management for the five
Departments tested, the three-way match is not performed at the Department level. The
respective Departments rely on their respective cost centers/field offices/branches to
perform this matching function in approving the vendor invoice for payment. The risks
associated with this include: Goods purchased / services rendered not properly
ordered, paying for goods not received, paying incorrect price/rate.

Moderate

3. Vendor Maintenance (Recurring)

We noted that 36 of the 50 vendors tested were created before 9/30/13. 4 were properly
marked for deletion. 9 out of the remaining 32 vendors selected had no activity in the
last two fiscal years (2014, 2015 through 2/29/16 of FY2016), but were not marked for
deletion; therefore these retained their active status. Risks associated with vendors with
no activity in the last two years include the potential for inadvertent duplicate payments
and provides for the potential fraudulent usage as fictitious vendors.

Moderate




Executive Summary - continued

4. Duplicate Vendors (Recrrin)

Potential duplicate vendors are tested on a County-wide basis since vendor set-up and
maintenance is centralized. We obtained a list of all vendors, (excluding the Clerk's
vendors) and performed various data sorts to identify duplicate vendors. We excluded
the inactive vendors (marked for deletion in vendor file). For total active vendors
(excluding Clerk’s vendors) of 20,360, we noted the following:

e Same Name, Different Address(es): 1,064 (709 coded “Alternate Payee”)

e Same Tax Codes: 1,115 (918 coded “Alternate Payee”)

e Same Name and Address: 86

We performed additional procedures for these duplicate vendors on a test basis
obtaining explanations from management and reviewing relevant support noting there
did not appear to be any duplicate payments or fictitious vendors associated with the
duplicates reviewed.

Alternate Payee — County Finance creates a new vendor number when the remittance
address is different from the entity’s physical address utilized for the initial vendor set-up
process. However, whether coded as alternate payee or not, the risks associated with
duplicate vendors include the following:
¢ Duplicate payments to the same vendor for the same invoice
* Inefficiencies and potential inaccuracies in the vendor statement account
reconciliation since there can be vendor invoices linked to different vendor
numbers and purchase orders (purchase orders are linked to vendor number)
e Generating more than one 1099 per Vendor since 1099’s are automatically
generated by SAP based on individual vendor number

Moderate

5. Invoice Processing - Date of Service

We selected a sample of 50 vendor invoices from the period March 1, 2015 through
February 29, 2016 - ten each from the five selected Departments (Fire Rescue, Library
Services, Natural Resources Solid Waste Management and Utility Services). In terms of
the County Finance’s level of review and approval of vendor invoices tested per the
applicable Administrative Order requirements (e.g. AO-21 — Travel, AO-33 Payment of
Invoice), we noted 1 (Fire Rescue) out 50 invoices tested did not indicate the date the
services were performed. Lack of dates of service may inhibit verification of services
performed and the ability to resolve any vendor disputes.
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Background

Accounts Payable operations can be effectively segregated into the following four components:
e Setting up new vendors and managing existing vendors.
* Receiving vendor invoices and recording the related liability in SAP.
e Paying vendor invoices and reducing the related liability in SAP.
e Reconciling the vendor statements to amounts recorded in SAP.

The Accounts Payable processing and payment function is the responsibility of County Finance. The
function is made up of individuals who are responsible for processing invoices (after being reviewed for
accuracy and in accordance with County procedures), running reports, matching invoices with checks,
sending the checks to the vendors and scanning the original documents received by the Departments into
the DMS system for record retention. Accounts Payable is also responsible for reconciling vendor
statements with the subsidiary ledgers. The following expenses are keyed into SAP directly by County
Finance: travel advances, overnight travel reimbursement, refunds and FPL summary club bills.

Portions of the Accounts Payable function are decentralized and are the responsibility of each
Department. The Departments are linked to SAP via the County intranet and are responsible for inputting
vendor invoices into SAP. Each Department has a dedicated person who is responsible for making sure
that purchase orders are established before items can be purchased and invoices are processed. Each
Department is also responsible for approving the invoices prior to submission to County Finance — the
Accounts Payable Department. As part of this invoice approval process, each Department is responsible
to perform the three-way-match (purchase order, receipt, invoice) as applicable to verify: Goods
purchased / services rendered were properly authorized, paying only for goods received / services
rendered, paying correct price/rate. Copies of the invoices are maintained in the Departments. Originals
are forwarded to Accounts Payable.

The County is required to maintain copies of invoices and any other supporting documentation necessary
to support the disbursement of funds. To help alleviate the need for storage space to maintain such
documents, County Finance has been imaging records since 1989. The County uses an imaging
software database which allows them to scan documents and store them in a database for record
retention. This imaging system allows the County to discard hard copies of invoices upon successfully
scanning the documentation into the system.
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Objectives and Approach

Objectives

The primary objective of this cycle audit is to assess whether the system of internal controis over the
accounts payable is adequate and appropriate for promoting and encouraging consistent application of
management's objectives for compliance with policies and procedures, and included compliance with
Administrative Order 33 (AO-33). We selected five Departments not tested in previous cycle audits based
on the significance and volume of accounts payable transactions. Departments selected for accounts
payable testing include: Fire Rescue, Library Services, Natural Resources, Utility Services and Solid
Waste Management. The testing periods covered the twelve months March 1, 2015 through February 29,
2016, and included the following objectives:

» Determined the adequacy of the Brevard County policies and if invoices were processed and paid
in accordance with the policies, including AO-33.
Determined if invoices processed were for authorized expenditures.

e Determined if records and documentation for Accounts Payable were sufficient to establish an
audit trail for all transactions involving disbursements.

* Reviewed controls over Accounts Payable including procedures and documents that assure the
data used to generate disbursements were adequate.

* Reviewed controls over Vendor Set-up and Maintenance related to the Accounts Payable
function, including controls related to fictitious, duplicate and inactive vendors (County-wide).

Approach
Our cycle audit approach consisted of three phases:

Understanding and Documentation of the Process

During the first phase, we held an entrance conference with the Assistant Finance Director to discuss the
scope and objectives of the audit work, obtained preliminary data, and established working arrangements.
We reviewed Florida Statutes, administrative orders, County policies and other resources related to
Accounts Payable. We conducted interviews with responsible personnel from the selected Departments
related to Accounts Payable and documented their respective roles in the processes. We updated our
understanding of the Accounts Payable process and relevant controls.

Detailed Testing

The purpose of this phase was performance of testing procedures based on our understanding of
Accounts Payable, applicable County ordinances, and State Statutes. Our procedures included
interviewing and testing individual transactions. We met with responsible personnel from the selected
Departments: Fire Rescue, Library Services, Natural Resources, Solid Waste Management and Ultility
Services related to Accounts Payable and documented their role in the process. The testing period
covered the twelve months March 1, 2015 through February 29, 2016. We conducted the following
procedures to meet our audit objectives outlined above:

e Test of invoice approval process, including AO-33 and A0-42:

o The invoice is marked with the date received (no pencil).

o Invoice was submitted to County Finance within fifteen (15) calendar days after receipt.

o An authorized signature is on the invoice.

o The authorized signature was verified by County Finance via checkmark.

o Contained the vendor name and address.

o Contained the Purchase order/contract number (if applicable).

o The invoice was itemized and included number of items, type of items, unit price,
extended price, division of parts and labor charges, if applicable, and total price.

o Contained the delivery date or date of service.

o Sales tax was not paid.

o Invoice (except for the purchase of construction services) was paid within 45 day statute.
e Test Three-Way-Match (purchase order, receiver, and invoice) at the Department level



Objectives and Approach - continued

Approach - continued

Detailed Testing - continued

At the County-wide level, perform the following:

Verify that active vendors have a W-9 on file when required.

e Test for inactive vendors.

e Test for duplicate payment of invoices.

e Test for duplicate vendors.

e Test for address matches between vendors and employees.

¢ Test for vendors with P.O. Boxes for their address in order to identify possible fictitious vendors.
Reporting

At the conclusion of our audit, we documented our understanding of accounts payable and summarized
our findings related to this process. We conducted an exit conference with management and have
incorporated management’s responses into our report. We prepared our report and related findings and
provided copies to appropriate County personnel.
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RSM

June 10, 2016 RSMUS LLP

7351 Office Park Place
) . Melbourne, Florida 32940-8229
The Audit Committee of 0 321-751-6200 F 321-751-1385

Brevard County, Florida WWW.TSmus.com
2700 Judge Fran Jamieson Way
Viera, Florida 32940-6699

Pursuant to the approved 2015/2016 internal audit plan, we hereby submit our internal audit report of the
iMaint Work Order System for Road and Bridge Fleet Services. We will be presenting this report to the
Audit Committee at the next scheduled meeting on June 22, 2016.

Our report is organized in the following sections:

This section provides a high-level summary of the
results of our audit.

This section provides an overview of the iMaint Work
Order System for Road and Bridge Fleet Services and
the related processes.

The objectives and focus are expanded upon in this
section as well as a review of our approach.

This section presents the results of our audit
procedures, including our findings and
recommendations.

This section contains process maps of the current and
future state of the work order process

We would like to thank all those involved in assisting the Internal Auditors in connection with the internal
audit of the iMaint Work Order System for Road and Bridge Fleet Services.

Respectfully Submitted,

Esn.. Vs LILP

INTERNAL AUDITORS

| | e I W S e



Executive Summary



Executive Summary

Overview

The Public Works Department is composed of several programs including Administration / Finance, Road
and Bridge Maintenance (RBM), Engineering, Traffic Operations, and Survey & Mapping. Our internal audit
was conducted within the RBM’s Fleet Services Division, and focused on the Division's use of iMaint work
order software, and processes related thereto.

Due to the unique composition of the Road and Bridge Maintenance Program's fleet of equipment, RBM
maintains a Fleet Services Division which operates independently of the County’s Central Services Fleet.
The primary factor in determining which vehicles RBM Fleet Services or Central Fleet will maintain is each
vehicle's weight classification. Vehicles with a gross weight of one ton or greater are maintained by RBM
Fleet Services, while vehicles that do not meet this weight criteria are maintained by the Central Services
— Fleet Services Program. In addition to maintaining vehicles greater than one ton, the Fleet Services
Division is also responsible for tracking and maintaining small equipment consumed for fleet maintenance
activities such as filters, various fluids, weed wacker lines, car wax, brake cleaner, chemicals, and other
miscellaneous items.

Objective
The objectives of this internal audit were as follows:

» iMaint Data: To evaluate the design and operational effectiveness of the process and controls
currently in place for tracking and logging data / information accumulated throughout the
maintenance process. iMaint is the software utilized by the County to facilitate this process.

e Labor and "Runner” Productivity: To evaluate the design and operational effectiveness of the
process and controls currently in place for transporting parts and materials between locations.

e Asset Management: To evaluate the design and operational effectiveness of the process and

~ controls currently in place for sourcing and inventorying parts and materials.
iMaint
As part of the decentralization of fleet maintenance, iMaint was chosen as the work order system, in part,
due to the successful implementation of iMaint by the County’s Solid Waste Management Department.
Through our discussions and process walkthroughs with RBM Fleet Services personnel, we noted the
implementation of iMaint began October 1, 2014 and contained fleet maintenance data for Central Services
Fleet and RBM Fleet Services. However, they split into their own databases one year later on October 1,
2015 due to more efficient tracking and reporting as separate groups. The implementation of the RBM
database is currently in progress with additional capabilities planned for launch in the future. RBM Fleet
Services personnel do not currently have an expected date for full implementation, but believe that
implementation of the software, including the modules noted below, will likely extend for an additional year
or possibly more. The following capabilities are not currently implemented but will have an impact on
efficiency:

* Automated tracking of preventative maintenance (PM) schedules: Currently, tracking PM is a
manual process as vehicles are tagged with a sticker to show the next time service is needed
(based on machine hours). When this process becomes automated, iMaint will have the
functionality to alert Fleet Services personnel when vehicles require PM service. The
implementation of these automated reminders will allow the Division to more reliably track vehicle
hours, which will also allow for more timely scheduling of Preventative Maintenance. With more
timely completion of PM, the Division believes that the volume of corrective maintenance work
orders will decrease in the future.

o Automated tracking of fuel consumption: Tracking of fuel consumption by vehicle is currently
performed manually via spreadsheet. When the fuel tracking module is fully implemented in iMaint,
Fleet Services personnel will have access to enhanced real-time fuel data which will allow them to
better track costs and review the fuel usage of each vehicle.

e Mechanic entry of work order data: Currently, the Operation Support Specialist inputs each work
order request and all corresponding materials and notes data into iMaint. Eventually, each of the
five mechanics in the Fleet Services Division will have the capability to create their own work orders
in iMaint instead of having to forward their request to the Operation Support Specialist. Fleet
Services expects to implement mechanic entry of work order data by October 1, 2016.



Executive Summary - continued

While the current structure and implementation of iMaint has increased the County’s ability to access timely
and meaningful data, implementation of the capabilities above will allow the Division to be more efficient
and more completely capture the full costs of work performed. As such, we recommend the Division
continue with its planned rollout of the additional modules and capabilities discussed.

Observations

Below is a summary of the observations we noted during our internal audit. Each observation is assigned
a relative risk factor. Relative risk is an evaluation of the severity of the concern and the potential impact
on operations. Items rated as “High” risk are considered to be of immediate concern and could cause
significant operational issues if not addressed in a timely manner. ltems rated as “Moderate” risk may also
cause operational issues and do not require immediate attention, but should be addressed as soon as
possible. ltems rated as “Low” risk could escalate into operational issues, but can be addressed through
the normal course of conducting business. Following is a high level summary of the major observations
identified during our audit. The details of these observations are included within the Observations Matrix

section of this report.

Observations Risk Rating

ol L

From our discussions and observations of roles, responsibilities, and employee access
within iMaint, we identified duties that are not appropriately or ideally segregated.

Effective segregation of duties helps detect errors in a timely manner, deters improper
activity, and improves operational efficiency. Generally, an individual should not have
responsibility for more than one of the three transaction components: authorization,
custody of assets, and record keeping. In some cases, however, less than ideal
segregation of duties may be allowed to exist when either there are effective monitoring
procedures in place or the cost of setting up ideal controls exceed the expected benefits.

The following areas of conflicting access and lack of segregation were identified:

1. Inventory — The Operation Support Specialist, who has custody of the inventory,
also has the responsibility and/or access to perform the following:
a. Physical counts;
b. Modify inventory records; and
¢. Place inventory orders.

2. Work Orders — The Operation Support Specialist has the responsibility and/or
access to perform the following:
a. Create all work orders in iMaint;
b. Order all parts;
c. Record all parts; and

d. Rewew/approve invoices for the ordered parts.

Through our discussions, walkthroughs, and observations with Fleet Services personnel,
we noted there is currently not a timely, consistent, and documented process for the
recurring monitoring of key performance indicators (KPI's) by Division Management.

Although we noted that certain information is reported on an ad-hoc basis, standard KPIs
for recurring review have not been developed / approved.

Consistent, documented, and timely review of KPI's is essential to give management the
ability to identify trends, assess performance and progress against goals, and identify
areas requiring a more in-depth review.

Moderate

| O, T e R A o



Executive Summary - continued

Observations Risk Rating
c T

"3._Policies and Procedures Lol s

Through discussions and observations with Fleet Services personnel, we noted there
are not documented policies and procedures in place regarding the following processes:

1. Work Order - Invoice Review — In accordance with Observation #1, there
currently does not exist a formally documented process to ensure Equipment
Supervisor review of all invoices processed by the Operation Support Specialist.
This includes invoices applied directly to work orders, or invoices entered into
inventory for consumption. Moderate

2. Work Order — Timely Initiation & Closeout - During our procedures, we noted
that RBM does not have a formally documented policy in place requiring initiation
or closure of a work request within a specified time period. By not providing
guidance to process owners regarding timely initiation and closure, RBM
increases the risk of delayed or incomplete work requests, or work orders that
remain open after work has been completed.

Through our discussions with Fleet Services personnel, we noted the Runner's time was
not being formally tracked via service or administrative work orders.

The Runner’s main tasks include: delivering parts to other Fleet Services shops, picking
up parts and equipment for specific work orders, and entering Mechanic’s labor into the
work orders on iMaint.

Per Fleet Services personnel, the Runner spends 75%-80% of the time on the road. He
is used to pick up parts and equipment when these items would be cost prohibitive to
ship, or are needed within an expedited timeframe.

By not adding the Runner's time to specific work orders, RBM increases the risk of
completed work orders which do not accurately convey total cost of the work. In addition,
RBM may reduce its ability to monitor and track the Runner's effectiveness and
efficiency.
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Background

Overview

The Road and Bridge Fleet Services Division is responsible for maintaining all one ton or greater fleet
vehicles. These vehicles are maintained by five shops located throughout Brevard County, with one located
in each of the following areas:

o Titusville

o  Merritt Island
e Melbourne

e Cocoa

e Palm Bay

The iMaint work order system was implemented for the —Road and Bridge Fleet Services Division on
October 1, 2014. Per Fleet Services personnel, full implementation of all modules will likely extend to
another year or more. Approximately 2,000 work orders are completed per year with roughly 50-100 open
in iMaint at any given time. From the inception of iMaint through our work order testing date of March 14,
2016 there have been 2,693 completed work orders at a total cost of $1,129,082.

Organizational Chart

The following is the overview of the Road and Bridge Fleet Services Division. The Road and Bridge
Manager services all Divisions within the Road and Bridge Program whereas the Equipment Supervisor
specifically manages the day-to-day operations of the Fleet Services Division.

| DataCantrol Specialist




Background - continued

Work Order Types

The three main work order types are Corrective Maintenance, Preventative Maintenance, and Vendor
Maintenance which contain 97% of the total cost of work orders completed from October 1, 2014 - March
14, 2016. The remaining 3% are categorized as Non-Maintenance, Store Billing Only, and Window Sheet.
The description of these six different type of work orders are as follows:

Corrective Maintenance (CM)

A Corrective Maintenance work order is created due to a failure in equipment and is intended to restore the
asset so that it can perform its intended function. An example of this work order is when a vehicle breaks
down and parts and/or labor are needed to repair it in order to effectively operate.

Preventative Maintenance (PM)

A Preventative Maintenance work order is created due to regular and routine maintenance on equipment
to prevent failure and typically occurs every set numbers of hours or miles. The Preventative maintenance
service cycle for the Fleet Services Division is as follows:

e A Service: Change oil / overview of equipment
e B Service: 250 hours later / identical to A Service
e C Service: All filters are checked and repairs occur if needed

After the three service cycle levels are complete the vehicle then moves back to A Service, and the cycle
begins again.

Vendor Maintenance (VM)

Vendor Maintenance work orders comprise approximately 5%-6% of all work orders and are created when
the Fleet Services Division engages a third party vendor to perform maintenance. This usually occurs when
a repair is complex or will take too long of a time period for their own Division personnel to handle.

Non-Maintenance (NM)

A Non-Maintenance work order is a task not related to the equipment. An example of such a work order is
shop cleanup or training.

Store Billing Only (SBO)

A Store Billing Only work order is created when materials are ordered, but no labor is associated with the
work order. For example, new floor mats may be purchased for a piece of equipment and installed by the
equipment operator, rather than a mechanic.

Window Sheet (WS)

A Window Sheet work order is an internal work order created for miscellaneous shop supplies that aren’t
attached to assets over $1,000. Example of these items are oil, car wax, or rags.

County-wide Metrics

Work Orders

The below chart depicts the amount of completed work order costs from October 1, 2014 — March 14, 2016
and states what work order type the cost falls under. The cost columns are described briefly as follows:

e Labor equals the employee labor rate multiplied by the quantity of hours per employee

¢ Stock Parts are the total cost of all parts from inventory used on the work order

e Ordered Parts are the total cost of parts ordered, and thus not in inventory, that were used on
the work order



Background - continued

_Work Order Type Labor  Stock Parts  Ordered Parts _ Total Co
Corrective Maintenance 198,066 57,926 544,254 800,245
Non-Maintenance | 7,890 - 364 8,254
Preventative Maintenance 41,279 32,964 37,837 112,080
Store Billing Only | 680 59 19,263 20,002
Vendor Maintenance 11,945 418 168,040 180,403
Window Sheet ' 264 3,597 4,238 8,098

Total | 260,124 94,964 773,996 1,129,082

The following graph depicts the work order costs from iMaint in more detail by showing the percentage of
all work orders completed for Fiscal Year 2015 and 2016 by work order type.

Work Order Type By Percentage of Total
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i BCM ®WPM &@VM HOther 2L10

Inventory
Total inventory on hand at the Melbourne shop is approximately $25,000 and comprises the majority of

inventory between all five shops, as the other four have minimal supplies on hand. This relatively small
inventory is due to the diversity of equipment maintained by Fleet Services. Many parts used in
maintenance activities are large, and specific to only a few pieces of equipment. As a result, the Operation
Support Specialist orders supplies and parts as needed from vendors.

We received the 2015 annual inventory count sheets for the Titusville and Melbourne shops as these were
the only two shops with inventory on hand as of the annual inventory count date of September 25, 2015.
Per Fleet Services personnel, the 2016 annual inventory will consist of inventory counts for all five of the
Fleet Services shops as the Cocoa, Palm Bay, and Merritt Island shops now have inventory on hand as
well.

Per our review of the annual inventory data, the Titusville shop had 278 units at a total cost of $2,703 for
an average unit cost of $9.72. In contrast, the Melbourne shop had 4,300 units at a total cost of $25,514
for an average unit cost of $5.93. The difference is due to the Titusville shop only having oil on hand
whereas the Melbourne facility has miscellaneous shop supplies on hand such as filters, hoses, bulbs, oil,
paint, tape, and lights.

| T e e B |



Background - continued

Assets

Through our review of the asset data within iMaint, we noted the average equipment age is 12 years. As of
May 20, 2016, there were 866 assets within iMaint at a total purchase cost of $23,604,049 with a purchased
date range from 1981 — 2016. The following chart contains the largest eight asset categories which consist

of $19,652,942, or 83% of the asset total.

1 | Truck 7,864,910
2 Excavator 4,557,742 19%
3 Loader 2,157,450 9%
4 Grader 1,626,578 7%
5 Tractor 1,401,471 6%
6 Trailer 1,094,050 5%
7 Pump 512,439 2%
8 Roller 438,302 2%
Other 3,951,107 17%
Total 23,604,049 100%

From this above asset total, the graph below encompasses the top ten assets with the current, highest YTD
maintenance costs through May 20, 2016.

Top 10 - YTD Highest Asset Maintenance Costs
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Objectives and Approach

Objectives
The objectives of this internal audit were as follows:

e iMaint Data: To evaluate the design and operational effectiveness of the process and controls
currently in place for tracking and logging data / information accumulated throughout the
maintenance process. iMaint is the software utilized by the County to facilitate this process.

e Labor and “Runner” Productivity: To evaluate the design and operational effectiveness of the
process and controls currently in place for transporting parts and materials between locations.

e Asset Management: To evaluate the design and operational effectiveness of the process and
controls currently in place for sourcing and inventorying parts and materials.
Approach

Our audit approach consisted of three phases:

Obtaining an Understanding and Risk Assessment
The first phase of this project consisted primarily of inquiry, in an effort to obtain an understanding of the

key personnel, risks, processes, and controls relevant to the objectives outlined above. The following
procedures were completed as a part of this phase:

o Conducted interviews with key personnel to obtain a detailed understanding of the Department’s
operating policies and procedures, monitoring functions, contractual arrangements and key
performance indicators as they relate to the three (3) systems/processes within our scope.

» Obtained relevant system(s) output / management reporting and monitoring data available;
reviewed for accuracy and benchmark against industry best practices or comparable, successful
client applications.

¢ Co-developed with management, an Inherent Risk Matrix to specifically identify those risks with the
highest likelihood of occurrence and highest potential impact.

e Performed walkthroughs with key process owners to obtain an understanding of the non-automated
processes that involve each system and to identify relevant controls within each process.

Evaluation of the Design of Process and Controls

The process and control evaluation phase of this project consisted of an evaluation of the design and
limited testing of select transactions identified within the Program’s processes as identified in the previous
Phase. The following procedures were conducted as a part of this phase of our review:

» We evaluated the design of the key processes and controls identified in the previous phase through
industry benchmarking, best practices and comparable client experience.

= To facilitate this evaluation, we performed limited sample testing of source documents
identified in the respective processes.

e We reviewed processes to identify areas where instances of non-compliance with existing County
policies and procedures could occur. The limited sample testing noted above facilitated this
review and any instances of non-compliance are reported herein.

¢ We developed recommendations for process and control modification / addition / deletion for
design gaps and non-compliance issues identified.

e We developed recommendations for process and control modification / addition / deletion for best
practice and process improvements identified throughout our procedures.

Reporting
We summarized the findings of our assessment into one report. We discussed the draft of our results with

Department management and process owners to ensure accuracy of the details included herein. Upon
completion of the management and process owner vetting process, we issued a final report.



Observations Matrix
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