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SUMMARY RESULTS AT A GLANCE 
 

What We Did 
Our overall audit objective was to 
determine whether controls over contract 
management, vendor payments, and 
fixed assets were in place and working 
effectively to safeguard the Town’s 
assets.  Our scope included activities 
from October 1, 2013, to September 30, 
2015 (FY2014 and FY2015).  Our audit 
procedures included testing $1,051,603 
(FY2014) and $1,211,763 (FY2015) in 
contract payments; $83,064 in vendor 
payments and $52,233 in credit card 
transactions.  We also reviewed the 
Town’s inventory of assets.  
 

What We Found 
We identified $229,019 in total 
questioned costs,1 and $1,765 in 
identified costs,2  itemized on page 21. 
 
We found that some of the Town’s 
internal controls need improvement.  We 
identified deficiencies and compliance 
issues related to: 
                                            
1 Questioned costs can include costs incurred pursuant 
to a potential violation of a provision of law, regulation, 
contract, grant, cooperative agreement, or other 
agreement or document governing the expenditure of 
funds, and/or a finding that such costs are not 
supported by adequate documentation, and/or a finding 
that the expenditure of funds for the intended purpose is 
unnecessary or unreasonable in amount.  As such, not 
all questioned costs are indicative of potential fraud or 
waste.  
 
2 Identified costs are those dollars that have a potential 
of being returned to offset the taxpayers’ burden. 

• Contract monitoring; 
• Managing/overseeing the Town 

Manager contract; 
• Purchasing and credit card usage;  
• Payment processing; and 
• Asset management.  

More specifically, our audit identified the 
following deficiencies and compliance 
issues: 
 

Contracting 
The Town Manager’s responsibilities 
include monitoring and managing the 
Town’s contractual obligations. We tested 
a sample of service contracts from a list 
of contracts provided by the Town 
Manager. We identified weakness in 
controls over the monitoring of contract 
performance and payments.  We noted 
$95,874 in questioned costs from our 
contract testing.  
 
Our audit also identified the following 
issues related to the current Town 
Management Company’s contract:  
  
 It did not align with the Town Charter, 

and creates risks for the Town; 
 The Town Council did not conduct 

performance reviews of the Town 
Management Company as required by 
the contract;  

 The contractor was reimbursed for 
mileage and training expenses.  The 
contract did not provide for 
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reimbursement for these expenses, 
resulting in identified costs of $1,765. 

 
Additionally, two leases and one contract 
were entered into without the required 
approval of the Town Attorney, resulting 
in questioned costs of $12,430.  
 

Vendor Management 
During our testing of vendor payments 
and credit card transactions, we identified 
the following issues: 
 
o The Management Company could not 

provide receipts to support 12 credit 
card transactions totaling $1,661;  

o Purchases over $1,000 lacked 
evidence of required telephone 
quotes, resulting in questioned costs 
of $17,754; 

o The Town could not provide 
documentation to show required Town 
Manager approval of expenses 
totaling $100,602.   

 
Payments not in compliance with the 
Town’s Purchasing Ordinance or Finance 
and Accounting Procedures resulted in 
$120,017 in questioned costs.  
 
The Town paid unnecessary fees for late 
payments, sales tax and over-limit fees 
resulting in questioned costs of $698. 
 
Additionally, we noted the Town 
Management Company did not appear to 
follow IRS guidelines regarding the 

issuance of Form 1099’s on behalf of the 
Town. 
 

Assets and Inventory Management 
We found that the Town Management  
Company did not maintain an accurate 
inventory of the Town’s equipment.  We 
identified four items costing a total of 
$7,849 that were not tagged as required 
by the Town’s Finance and Accounting 
Procedures Manual. 

 
What We Recommend 

We made 22 recommendations to assist 
the Town in improving controls and 
ensuring compliance with its Charter, 
Purchasing Ordinance and Finance and 
Accounting Procedures.  During our audit, 
the Town has been proactive in improving 
some of the internal control deficiencies 
identified. 
 
The Town Manager provided comments 
on all of our findings and some comments 
on our recommendations.  These 
comments are included in toto as an 
attachment to the report.  His comments 
are only included within the body of the 
report when related to recommendations 
addressed to the Town Manager.  Sixteen 
of the 22 recommendations are 
addressed to the Town Council.  We will 
amend our report to include Town Council 
comments if the Council meets publicly to 
discuss our report and provides a formal 
response.  
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BACKGROUND 
 
The Town of Loxahatchee Groves 
was founded in 2006, and has an 
estimated population of 3,180 living 
within 12.5 square miles.  The Town 
operates under a Council-Manager 
form of government, with five elected 
council members, one of whom is the 
Mayor.  The Town has no 
employees, but instead, uses 
contractors to perform government 
services.  According to its website, the Town prides itself on its independence, 
contracted service – type government (“Government Lite”),3 farming/nursery spaces and 
slow growth rate.  In 2011, the Town Council (Council) entered into a contract with its 
current management firm, which provides a Town Manager, Town Clerk, Planning 
Technician, and clerical staff.  The Town has also entered into other service contracts 
for Code Enforcement,4 Town Attorney, Town Engineer, and a Solid Waste Consultant.5   
 
At the outset of this report, we wish to emphasize that our findings and 
recommendations do not reflect either a positive or negative stance on outsourcing 
public services.  Outsourcing of public services has been a trend in recent years and, 
when properly executed, can save taxpayers’ dollars.  Some keys to successful 
outsourcing include contracts that delineate a clear scope of work, appropriate 
performance standards, solid performance evaluation techniques, and strong contract 
administration and management oversight.  The degree of outsourcing in the Town of 
Loxahatchee Groves is uncommon in that the Town has contracted out all of its public 
services.  While outsourcing has a number of advantages, there are also challenges.  
Our report points out some of the risks in outsourcing all public services and offers 
recommendations to mitigate those risks. 
 

OBJECTIVES, SCOPE, AND METHODOLOGY 
 
The overall objective of the audit was to determine whether controls over contracts, 
vendors, and fixed assets were in place and working effectively to safeguard the assets 
of the Town.  
 
The scope of the audit included a review of activities from October 1, 2013, to 
September 30, 2015.  Our audit procedures included, but were not limited to: 
 

• Reviewing internal controls; 

                                            
3 http://www.loxahatcheegrovesfl.gov/Pages/LoxahatcheeFL_WebDocs/info  
4 As of June 2016, the Town Management Contract includes Code Enforcement services. 
5 The Town terminated the contract with the Solid Waste Consultant in 2015.  
 

http://www.loxahatcheegrovesfl.gov/Pages/LoxahatcheeFL_WebDocs/info
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• Interviewing contractors and personnel in order to gain an understanding of the 
controls and ascertain operational compliance; 

• Evaluating compliance with applicable policies and procedures;  
• Reviewing executed contracts for compliance;  
• Performing detailed testing of judgmentally selected transactions; and, 
• Reviewing inventory of assets. 

 
We reviewed the contracts for Town services including Town Manager & Clerk, 
Attorney, Planner, Engineer, Surveyor, Special Magistrate, Code Enforcement, and 
Solid Waste and Recycling, as well as contracts for road maintenance to determine 
whether the management and oversight of these contracts was adequate to ensure that 
contractors complied with contract terms.  Our review of contracts included verifying that 
a valid executed contract was in effect for the services provided, recalculating payments 
to contractors, reviewing documentation of deliverables for contracts, and reviewing 
documentation of monitoring activities performed (e.g. photos of site visits, phone 
contact logs, daily activity logs, etc). 
 
In total, we reviewed $1,051,603 in payments on contracts for Fiscal year 2014, and 
$1,211,763 in payments on contracts for Fiscal Year 2015. 
 
The following items were excluded from our audit scope: 

• Fixed monthly payments made to the Town Management Company; 
• Payments to the Loxahatchee Groves Water Control District; 
• The contract with, and payments to, the Solid Waste Consultant. 

 
This audit was conducted in accordance with generally accepted government auditing 
standards.  Those standards require that we plan and perform the audit to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and 
conclusions based on our audit objectives.  We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit 
objectives. 
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FY 2014                                                               FY 2015 

Fiscal Year 2014 Fiscal Year 2015 
Waste Pro $397,686  $423,650  
Underwood Management Services 

Group $357,605  $362,834  

Keshavarz & Associates $110,899  $98,249  
Goren, Cheroff, Doody and Ezrol $87,774  $110,312  
Land Research Management Inc. $22,033  $73,038  
North Florida Emulsions $0  $81,412  
Tew and Taylor Associates $30,795  $27,169  
Nowlen, Holt & Miner PA $16,700  $16,700  
Simmons & White $9,771  $10,362  
A&B Engineering $14,900  $4,600  
Caldwell Pacetti  $3,440  $3,437  

Contracts Reviewed  

 Totals                            $1,051,603        $1,211,763 
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FINDINGS AND RECOMMENDATIONS 
 
Finding (1): THE TOWN DOES NOT HAVE ADEQUATE POLICIES AND 
PROCEDURES FOR CONTRACT MONITORING  

  
The contract for Town Manager outlines “Contract Manager” as one of the duties in the 
scope of work to be performed. Specifically, the contract outlines the following 
operational responsibilities as Contract Manager:  
 

(1) Monitors all independent contractors on specific projects and on-going 
contractual agreements on behalf of the Town.  Ensures proper compliance 
with the contract’s terms and conditions.   
 
(2) Monitors all contracts to ensure adherence to contractual obligations and 
report to Town Council when contract is not being fulfilled. Corrective 
measures will be recommended to the Town Council and enforced. 

 
Although the contract requires the Town Manager to monitor contracts, there are no 
policies, procedures, or guidelines prescribing what specific activities should be 
performed.  Developing procedures would help ensure that each contract is managed 
effectively and consistently, and would allow the Town to gauge whether the Town 
Manager has adequately performed the contract management duties required by the 
contract.   
 
We selected and reviewed nine contracts to determine whether the contracts were 
being properly monitored by the Town Manager.  We identified weaknesses in controls 
over the monitoring of contract performance and payments as follows:   
 

• The contract files did not always contain evidence of review or monitoring of the 
contract such as: 

o Documents supporting the amounts being invoiced or paid, 
o Progress reports provided by contractors, especially for contracts billed 

based on the percentage of work completed, and 
o Time logs for hourly contracts.  

• One of the nine contractors reviewed did not have executed contracts on file with 
the Town for the services rendered.  

• For two of the nine contracts, there was no documentation of required insurance 
on file for the contract term. 

 
More specifically, we identified the following issues: 
 

• Land Research Management Inc. (LRMI – Planner Services):  The original 
contract for LRMI was dated November 27, 2007, and contained a “Scope of 
Services” that outlined three services to be completed: “(1) Assistance to the 
Town in establishing a Planning Commission and/or Planning and Zoning Board; 
(2) Assistance to the Town in establishing a Local Planning Agency (LPA); [and] 
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(3) Assistance to the LPA in drafting a program for preparing the Town’s initial 
Comprehensive Plan.”  According to Town records, the three services were 
completed in 2011.6  The services for which LRMI invoiced the Town during the 
period reviewed were not included in the original contract, and there was no 
additional or amended contract.   
 
We identified $95,071 in payments made to the contractor between October 1, 
2013, and September 30, 2015, for which there was no amended contract or 
agreement on file for the services performed.  Therefore, we consider these 
payments to be questioned costs.  
 

• Tew and Taylor (Code Enforcement):  The contract required all weekend and 
holiday hours to be approved by the Town Manager; however, there was no 
documented approval from the Town Manager for weekend/holiday hours 
worked. We asked for documentation showing approval by the Town Manager for 
weekend/holiday hours, of which there was none.  We noted six instances 
totaling $803 where the contractor conducted work on the weekend without 
evidence of the Town Manager’s approval, and charged a higher hourly rate.  
Despite the lack of approval, the invoices for work performed were paid.  Thus, 
we are considering these questioned costs.  Also, there was no proof on file that 
the contractor maintained the automobile and worker’s compensation insurance 
required by the contract. 
 

• A&B Engineering (Surveying):  The contractor submitted invoices for work 
performed.  Upon our request, the Town Manager could not produce the Work 
Authorization for this project.   Also, there was no proof on file that the contractor 
maintained the insurance required by the contract.  
 

The above noted questioned costs total $95,874.   
 

Recommendations: 
 
We recommend: 

1) The Town Council develop and implement policies, procedures, or 
guidelines to be used for monitoring the Town’s contracts to include 
ensuring contracts are properly executed, a documented review of 
deliverables is performed prior to payment, and verifying that required 
insurance coverage is maintained.  
 

2) The Town Manager ensure that all contractors have an executed contract 
on file prior to conducting business and making any payments. 
 

                                            
6 The Town’s Comprehensive Plan was adopted in February 2009. The Town’s Planning and Zoning Board was 
established in July 2011, and acts as the Town’s Local Planning Agency. 
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3) The Town Manager review insurance requirements on a consistent basis 
(at least annually), and request updated insurance documents from 
contractors as needed to ensure required coverage is maintained.  

 
Management Response: 
 

3) Town Manager response in part: 
 
We concur with the audit recommendation relative to review of 
insurance requirements, on an annual basis, and will request 
updated insurance documents as needed.  We would further 
suggest and recommend the Town Council consider uniformity in 
the contract criteria relative to insurance requirements on future 
contracts. 

 
OIG Comment: 
 

The Town Manager disagreed with some of the facts supporting finding No. 1.  
The Town Manager did not address whether recommendation No. 2 will be 
implemented.  The Town Manager’s full response is included as Attachment 1 
to this report, and begins on page 22.  

 
 
Finding (2): THE CONTRACT FOR TOWN MANAGEMENT SERVICES DOES NOT 
ALIGN WITH THE TOWN CHARTER, AND THE ORGANIZATIONAL STRUCTURE 
CREATES RISKS FOR THE TOWN  
 
The language in Section 4 of the Town Charter refers to an employee when describing 
the Town Manager per the following clauses: 

 
• “The Town manager and the Town attorney are designated as charter officers, 

except that the office of Town attorney may be contracted to an attorney or law 
firm.”  

• “The compensation of the charter officers shall be fixed by the Town council 
through the approval of an acceptable employment contract.”  

• “The Town manager shall be appointed by resolution approving an employment 
contract between the Town and the Town manager.  The Town manager shall 
receive such compensation as determined by the Town council through the 
adoption of an appropriate resolution.”  

 
Although the Charter specifies that the Town Attorney may be an individual or firm, the 
charter makes no such concession for the Town Manager.  Additionally, the charter 
specifies that the Town Manager will have an employment contract.  Thus, it is 
anticipated that the Town Manager will be an employee, and not an independent 
contractor.  
 



OFFICE OF INSPECTOR GENERAL                                                                       AUDIT # 2016-A-0004  
 

 

 
 

Page 9 of 58 

Contrary to the Town Charter, the Town Management contract states “This Agreement 
does not create an employee/employer relationship between the parties.  It is the intent 
of the parties that Underwood is an independent contractor under this Agreement and 
not the Town’s employee for any and all purposes…” 
 
On May 3, 2016, the Town Council passed a resolution to hold a referendum vote to 
amend the Town Charter to clarify that the Town Manager may be engaged through an 
agreement with a management firm.  On August 30, 2016, the voters approved the 
amendment to the Town Charter.  Nonetheless, placing all of the functions set forth in 
the current Town Management contract under the responsibility of a single business 
entity creates several risks for the Town.  
 
Some concerns include the following: 
 

• Segregation of Duties: The U.S. General Accounting Office (GAO) Standards 
for Internal Control in the Federal Government states:  

Key duties and responsibilities need to be divided or segregated 
among different people to reduce the risk of error or fraud.  This 
should include separating the responsibilities for authorizing 
transactions, processing and recording them, reviewing the 
transactions, and handling any related assets.  No one individual 
should control all key aspects of a transaction or event.  
 

Currently, the Town Management company has the ability to:  
o Invoice the Town for Town Management services, approve the invoice, 

and print a check. 
o Receive, approve, collect payments, and record all transactions related to 

planning and zoning.  
o Initiate and authorize purchases, authorize payments, receive goods, and 

manage inventory. 
 

• Potential for Conflicts of Interest:  We noted that other vendor contracts (i.e. 
the Engineering and Code Enforcement contracts) contained a Conflict of 
Interest clause, but the contract for Town Management services does not.  A 
Conflict of Interest clause could provide an additional safeguard for the Town by 
1) prohibiting the business from participating in activities which could be 
construed as a conflict of interest, and/or 2) requiring full disclosure of activities, 
including work for other municipalities or contractors, which could have the 
potential for actual and perceived conflicting priorities.  
 

• Business Continuity and Succession Planning:  Contracting many of the 
Town’s operational functions through one business entity presents the risk that in 
the event of an emergency or a situation where the contract is unexpectedly 
terminated, the Town’s operations could be negatively impacted.  The key 
functions of the Town Manager, Town Clerk, Planning and Zoning, Code 
Enforcement, Financial Management, and Office Coordinator (support staff) 
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could all be vacant simultaneously until a new contractor(s) assumed the duties.  
Moreover, there is a risk of loss of critical documentation such as financial 
records because they are not in the custody and control of the Town.  
 
We noted there are no comprehensive standard operating procedures for critical 
functions of the Town, such as Code Enforcement, Planning and Zoning, and 
Town Clerk.  Having written procedures and a succession plan may assist the 
Town in resuming these critical functions, obtaining custody of records, and 
transferring knowledge, if needed. 
 

Recommendations: 
 
We recommend: 

4) The Town Council consider developing a Town Manager 
employer/employee relationship to mitigate some of the above noted 
risks.  

 
5) The Town Council separate the financial, clerk, and Town management 

duties to ensure segregation of duties over key government functions, or 
create other mitigating controls to address the risks associated with 
contracting all key functions under one entity.  

 
6) The Town Council consider including a Conflict of Interest clause in the 

Town Management contract, which requires disclosure of activities that 
have a potential for actual and perceived conflicts of interest.  

 
7) The Town Council consider developing written procedures for critical 

functions, and a succession plan, that can be used in the event of 
transitioning between town management companies.  

 
 
Finding (3): THE TOWN COUNCIL DID NOT CONDUCT PERFORMANCE REVIEWS 
OF THE TOWN MANAGEMENT CONTRACTOR AS REQUIRED BY THE CONTRACT 
 
The Town Council has not conducted a performance review to ensure that the Town 
Management contractor was in full compliance with the contract.  The contract for Town 
Management services, executed September 30, 2011, states in Exhibit A – Review of 
Contract for Town Management Services: 
 

The Contract for Town Management Services shall be reviewed annually.  This 
annual review will be comprised of performance and evaluation criteria 
established and managed by the Town Council based upon the duties contained 
in the Contract for Town Management Services along with the Town 
Management Report through June of the current year prepared by the Town 
Manager.  This annual review of the Contract for Town Management Services 
shall occur no later than August 1 of each year.  
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However, no documented annual review of performance has been completed since the 
beginning of the contract.  As discussed in Finding No.’s 1, 4, 6, and 10, we found that 
the contractor (Underwood Management Services Group, or UMSG) did not always 
adhere to all requirements of the contract.  Conducting annual performance reviews will 
help ensure that the contractor is adhering to the contract terms and conditions, and 
that the Council is receiving the intended outcomes of utilizing a Town management 
company.  The Town paid UMSG more than $357,000 in Fiscal Year 2014 and 
$362,000 in Fiscal Year 2015, without conducting a performance review. 
 
Recommendation: 

 
8) We recommend Town Council take a more active role in the oversight of 

the Town Management contract by (a) establishing performance 
evaluation criteria; (b) performing annual reviews of the Town 
Management contract; and (c) ensuring all contract deliverables are met.  

 
  
Finding (4): THE TOWN MANAGEMENT CONTRACTOR WAS REIMBURSED FOR 
EXPENSES OUTSIDE OF THE SCOPE OF THE CONTRACT  
 
Staff of the Town Management Company received reimbursements from the Town for 
mileage expenses and notary training costs.  The contract does not specify that such 
expenses would be paid. 
 
The contract specifies a fixed fee that UMSG will be paid monthly for providing the 
services outlined in the contract.  The contract included specific tasks that would require 
travel such as attend off-site meetings, act as liaison with other governmental entities, 
deposit monies, perform Planning, Zoning and administrative duties, and perform “other 
duties as may be required by the Council.”  Also, Section 7(g) of the contract states “… 
the Town will not be liable for any obligation incurred by Underwood or other 
Underwood personnel…” 
 
The Town paid a total of $1,576 in mileage reimbursements to the Management 
Company staff from October 1, 2013, through September 30, 2015.  Also, we noted 
several mileage logs attached to the check requests for mileage reimbursement which 
did not provide the destination, or odometer readings as requested on the forms.  
Additionally, we noted the Town paid $189 for one staff of USMG to become a notary. 
There was no documented approval by the Council for this expense.  We noted the 
Council routinely approves monthly payments and reimbursements to the Town 
Attorney, but a similar process is not followed for payments to the Town Management 
firm or its staff.  
 
We consider the above noted reimbursements totaling $1,765 to be identified costs 
because such payments are outside the scope of the contract.  
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Recommendations: 
 
We recommend: 

9) The Town Council consider recouping the $1,765 in identified costs. 
 

10) The Town Council consider clarifying the terms of the Town Management 
contract regarding mileage and training expenses. 

 
11) The Town Council consider approving all payments and reimbursements 

made to the Town Management firm prior to payment.  
 
 
Finding (5): THE TOWN DID NOT ALWAYS RECORD MEETING MINUTES 
PROMPTLY, OR MAKE THEM AVAILABLE FOR INSPECTION, AS REQUIRED  
 
The Town Council meeting minutes 
for two meetings, one held May 19, 
2015, and another held June 16, 
2015, were approved by the Council 
on April 5, 2016, more than nine 
months after the meetings were held.  
Additionally, as of August 2, 2016, 
the minutes for the Town Council 
meetings held July 7, and July 21, 
2015, had not been approved by the 
Council.  Upon our initial request for 
these meeting minutes, the Town 
Management Company indicated the 
minutes were not available because 
they had not yet been approved.   
 
Florida Sunshine Law, FS 286.011, states “(2) The minutes of a meeting of any such 
board or commission of any such state agency or authority shall be promptly recorded, 
and such records shall be open to public inspection… (3)(a) Any public officer who 
violates any provision of this section is guilty of a noncriminal infraction, punishable by 
fine not exceeding $500.” 
 
The Town Management Company is responsible for compiling the minutes for the Town 
Council, Committee and Board meetings.  The Town Management Company contract in 
effect during the aforementioned meetings required these minutes to be available for 
approval within two weeks.  However, 38 of the 49 Council Meeting minutes we 
reviewed were approved more than 30 days after the meeting.  The failure to record and 
approve minutes within two weeks violated the terms of the contract, and contributed to 
the Town not making such minutes available for inspection as required by the Florida 
Sunshine Law.    
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Recommendation: 
 

12) We recommend the Town Council require the Town Management 
Company to record and submit the meeting minutes within the deadlines 
prescribed in the Professional Services Contract (or prior to the next 
regularly scheduled Council Meeting), and make recorded minutes 
available in accordance with F.S. 286.011.   

 
 
Finding (6): VENDOR PAYMENTS WERE NOT ALWAYS IN COMPLIANCE WITH 
THE TOWN’S PURCHASING ORDINANCE AND PROCEDURES  
 
Our test of vendor payments included a 
review of authorizations and 
documentation provided with vendor 
invoices, including credit card statements 
and receipts supporting the purchase or 
invoice.   
 
We tested a judgmental sample of 33 
transactions totaling $83,064 in vendor 
payments and 300 transactions totaling 
$52,233 in credit card payments made 
between October 1, 2013, and September 
30, 2015.  During this time, three Town 
credit cards were used by UMSG. One of the cards was cancelled after the prior Town 
Manager left the position.  Two cards are currently in use: one in the name of the 
current Town Manager, and one in the name of the additional managing partner for 
UMSG.  
 
We also tested payments made to contractors to ensure these payments were in 
compliance with purchasing policies. 
 
The controls over the Town’s purchases appear to be weak and may not adequately 
protect the Town’s assets.  The Town has limited policies regarding Town purchases, 
and those policies were not consistently followed by the Town Management Company.  
For example, we noted the following:  
 

• We identified 12 credit card transactions totaling $1,661 that were missing 
receipts to validate the purchase; thus, we consider these transactions to be 
questioned costs.   
   

• The Town Management Company made purchases over $1,000 but did not 
maintain sufficient documentation demonstrating that three quotes were obtained 
prior to each purchase.  The Town’s Purchasing Ordinance 2008-09 states in the 
Procurement Code section (J) “all such purchases of greater than the estimated 
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cost of one thousand dollars ($1,000) but less than or equal to five thousand 
dollars ($5,000) shall require at least three (3) quotations by telephone.”  

o Nine credit card transactions (totaling $13,799) and two payments by 
check (totaling $3,955) lacked sufficient evidence of at least three 
telephone quotes; thus, we consider these transactions to be questioned 
costs. 
 

• The Town Manager did not approve all payments as required.  The Town’s 
Finance & Accounting Procedures (Check Disbursements - Check 
Authorizations) states, “Under no circumstances will: Invoices be paid unless 
approved by the Town Manager.”  The process for documenting approval was 
evidenced by affixing the Town Manager’s initials and date on each invoice.  We 
found the process for documenting approval was not always followed: 
    

o The Town paid $5,351 ($4,997 in credit cards and $354 in vendor 
payments) without documented authorization by the Town Manager; thus, 
we consider these transactions to be questioned costs.  

o We noted that the Town paid $95,251 in contractor payments without 
documented authorization by the Town Manager; thus, we consider these 
payments to be questioned costs. 

 
Total questioned costs:  $120,017 
 
Recommendations: 
 
We recommend:  

13) The Town Council take steps to ensure the established procedures 
requiring the Town Manager’s written authorization prior to payment 
processing are adhered to. 

 
14) The Town Manager take steps to ensure sufficient documentation of 

required telephone quotes is maintained to demonstrate compliance with 
the Town’s purchasing ordinance.   
 

15) The Town Council update its Finance and Accounting Procedures to 
establish procedures for processing payments when receipts or invoices 
are missing.   

 
Management Response: 
 

14) Town Manager response in part:   
 
We concur that we did not always comply with Town's Purchasing 
Ordinance and procedures.  However, we would like to take this 
opportunity to further illuminate, as some of the comments made in 
Report may be misleading…  
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The 9 credit card transaction of $13,799, and two payments by 
check totaling $3955 were supported by written quotes rather than 
telephone quotes that were received in advance of purchases, and 
provided for the audit, but rejected for various inconsequential 
reasons.  Town did provide what we believe is sufficient 
documentation of the quotes received in writing or by internet on 
all items over $1000 despite the fact that only verbal quotes by 
telephone were required…  
 
We agree that payment of $4,997 in credit card payments and $354 
in vendor payments lacked the signature approval of the Town 
Manager on the invoice that was processed for payment.  We agree 
there were 11 invoices in contractor payments that did not contain 
the signature approval of the Town Manager on invoices processed 
for payment as indicated. The invoices in question represented 2 
invoices in FY 2014, and 9 invoices in FY 2015.  Even though 
invoices were not signed by the Town Manager when processed for 
payment, all services as identified in the questioned invoices were 
provided by Tew & Taylor, Waste Pro, and Keshavrz & Associates, 
and the invoices were approved and paid by the Town Council. 

 
OIG Comment: 
 

The Town Manager’s response did not address whether recommendation No. 
14 will be implemented.  The Town Manager’s full response is included as 
Attachment 1 to this report, and begins on page 22. 
 
We reiterate our position that the Town Manager did not maintain sufficient 
documentation of the required three quotes.  

 
 
Finding (7): THE TOWN DID NOT ALWAYS ISSUE IRS FORM 1099-MISC TO 
CONTRACTORS  
 
The Town has no government employees, but depends on independent contractors to 
provide all services.  The instructions for Internal Revenue Service (IRS) Form 1099-
MISC indicate that the form is completed for each individual who is paid during the year 
“at least $600 in (2) services performed by someone who is not your employee 
(including parts and materials)... (9) Payments to an attorney.”  According to the 
IRS.gov website,7 each contractor should provide the Town with a Form W-9 (Request 
for Taxpayer Identification Number and Certification) so that the Town can report 
income paid to the contractor.  
 

                                            
7 https://www.irs.gov/uac/about-form-w9, accessed July 7, 2016 

https://www.irs.gov/uac/about-form-w9
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It appears the Town did not follow IRS guidelines regarding form 1099-MISC.  During 
our testing, we reviewed copies of the W-9 forms for 13 individuals who received over 
$600 from the Town within a year.  Based on the W-9 forms, we identified several 
individuals and two law firms who were not issued 1099 forms for payments received. 
 
The Town Management Company was responsible for following statutory requirements 
in maintaining proper municipal accounting, and preparing federal financial reports.  
These responsibilities should include appropriate issuance of 1099 forms.  The Town 
had no documented procedures regarding issuing of 1099 forms to vendors.  
  
If IRS guidelines are not followed, the Town risks noncompliance with federal reporting 
requirements and possible penalties.  Moreover, contractors could be at risk of not 
reporting income for tax purposes.  
 
Recommendations: 
 
We recommend:  

16) The Town Council take steps to ensure compliance with IRS guidelines 
regarding issuance of 1099s. 
 

17) The Town Council seek professional advice to determine if retroactive 
issuance of 1099s to any contractors is required.   

 
OIG Comment: 
 

The Town Manager concurred with this recommendation.  However, the 
recommendation was directed to the Town Council.  We will await the 
Council’s response for inclusion in an amended report.  

 
 
Finding (8): CONTRACTS WERE ENTERED INTO WITHOUT TOWN ATTORNEY 
APPROVAL AS REQUIRED BY THE TOWN CHARTER 
 
During testing we noted two leases and a contract which were entered into without the 
required Town Attorney approval.  Under the Town’s Charter 2006-328, Section 4, the 
Town Attorney is required to “approve all contracts, bonds, and other instruments in 
which the Town is concerned and shall endorse on each his or her approval of the form 
and correctness thereof.”  It further states, “No contract with the Town shall take effect 
until his or her [Town Attorney] approval is so endorsed thereon.”  
 
A 48-month lease for a credit card processing service was established by the prior 
Town Manager.  The Town’s Attorney did not approve the lease.  The lease began in 
August 2011, and expired in July 2015.  This lease bound both the future Town 
Manager and the future Council into a multi-year, “non-cancellable” lease.  The prior 
Town Manager approved the authorization for all future payments to be automatically 
deducted from the Town’s bank checking account.  We found the contracted service 
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was never used and not needed because the Town does not process credit card 
payments.  Thus, we consider the costs related to this service which amount to $1,504 
for 48 monthly lease payments plus $473 in fees, for a total of $1,977 in questioned 
costs.   
 
Similarly, a month-to-month lease agreement for a storage unit was established in the 
name of a prior Town Manager in May 2012.  Monthly payments of $149 are 
automatically charged to the Town’s credit card.  The Town’s Attorney did not approve 
the lease.  Therefore, we consider the monthly payments of $149 for 24 months 
between October 1, 2013, and September 30, 2015, a total of $3,576, to be questioned 
costs. 
 
Lastly, we noted that the Town made payments to the contractor for Special Magistrate 
services based on a letter dated August 15, 2011, which outlined an hourly amount to 
be billed for services.  The letter was signed by the prior Town Manager agreeing to the 
terms of the letter.  However, there was no indication that the Town Attorney reviewed 
or approved the agreement as required by Town Charter.  Thus, we are considering the 
$6,877 that was paid to the contractor from October 1, 2013, to September 30, 2015, to 
be questioned costs.  
 
Total questioned costs: $12,430 
 
Recommendation: 
  

18) We recommend the Town Council ensure that all leases are reviewed and 
approved by the Town Attorney, prior to execution, as required under the 
Town’s Charter. 

 
 
Finding (9): THE TOWN MADE LATE PAYMENTS TO CONTRACTORS, AND 
INCURRED UNNECESSARY LATE FEES, SALES TAX, AND OVER-LIMIT FEES  
 
During our review of contract monitoring, we noted that the Town made late payments 
to contractors as follows:  

• Waste Pro: 15 of 24 invoices (or 63%) were paid after the due date.  
• Keshavarz and Associates:  Nine of the 51 invoices reviewed (or 18%) were paid 

after the due date. 
• Simmons and White:  Three of the 17 invoices reviewed (or 18%), were paid 

after the due date.  
 
The Town did not incur fees for these late payments.  However, the contractor’s 
agreement for Simmons and White stated that payments made after the due date “shall 
include interest from date of invoice at a simple rate of 1 ½ percent per month.”  By not 
making timely payments, the Town risked accruing interest charges had the contractor 
opted to invoke sanctions provided in the contract.  
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During our review of credit card and vendor payments, we noted that the Town paid for 
late fees, over-limit fees, and sales tax on some purchases.  These fees could have 
been avoided with better controls over purchasing and credit card payments, including 
providing proof of sales tax exemption to vendors.  
 
We identified the following unnecessary fees and charges:  

• $442 in late fees and finance charges as a result of not making payments on 
time; 

• $139 in sales tax; and,  
• $117 in over-limit fees as a result of Town Management Company exceeding 

credit card limits.   
 

These unnecessary fees and charges amounted to $698, and are considered 
questioned costs.  
 
The Town Management contract outlines the processing of all invoices and payments 
as a contractual function of the Town Manager.   
 
Recommendation: 

 
19) We recommend the Town Manager and Town Council ensure payments 

are reviewed and processed to avoid unnecessary late fees, sales tax and 
over-limit fees.   

 
Management Response: 
 

19) Town Manager’s response in part:  
 
Regarding late payments to three firms, Waste Pro, Keshavarz and 
Associates, and Simmons and White, we do not disagree that late 
payments occurred; however, this report in some instances took 
into account the date of the invoice not the date it was received. 
Additionally, cause of some late payments was due to coordination 
of Town Council members to execute checks.  Further, some late 
payments were because of the Manager questioning specific 
information, or requests by the Manager to bifurcate invoice billing 
into separate components contained within an invoice. 

 
OIG Comment: 
 

The Town Manager’s response did not address whether recommendation No. 
19 will be implemented.  The Town Manager’s full response is included as 
Attachment 1 to this report, and begins on page 22. 
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Finding (10): THE TOWN DID NOT TAG EQUIPMENT, OR PERFORM A PHYSICAL 
INVENTORY, AS REQUIRED BY THE TOWN’S PROCEDURES MANUAL  
 
The Town Manager does not maintain an accurate listing of equipment that is owned by 
the Town.  At the start of the audit, there was no detailed listing of inventory, furniture 
and electronics owned by the Town.  At our request, the Town Manager created a listing 
of items, including furniture, computer equipment, and audiovisual equipment.  The list 
did not contain a cost for every item over $1,000 having a useful life over one year.  
Also, none of the items were tagged or etched to show Town ownership.  
 
The Town Management company did not follow the guidelines of the Finance and 
Accounting Procedures Manual and Florida Statutes referenced therein.  The Town’s 
Finance and Accounting Procedures Manual, January 2012, states for property (page 
6):  

Equipment shall be defined as all items (purchased or donated) with a unit cost 
of $1000 or more and a useful life of more than one year.  Descriptions and 
serial numbers of all such equipment shall be recorded and kept in the Town 
office fire-proof safe.  In addition all equipment shall be etched to identify 
ownership as belonging to the Town of Loxahatchee Groves.  An annual 
physical inventory of fixed assets will be conducted in accordance with Florida 
Statute 274.02.  

 
We identified four items costing $1,000 or more with a useful life over one year, totaling 
$7,849, which should have been tagged or etched as property owned by the Town as 
required by the accounting procedures manual.  There was no documentation of the 
current value associated with these items. 
 
Without a detailed inventory of equipment, it would be difficult to file a claim after an 
insured event such as a natural disaster, theft, or fire.  For insurance purposes, the 
existence and value of equipment would be easily determinable if the Town maintained 
a detailed inventory.  Moreover, because the Town Management company has custody 
of the equipment, the risk of loss of equipment due to a change in management 
companies is higher without a clear tagging demonstrating which items belong to the 
Management Company and which items belong to the Town.   
 
Recommendations: 
 
We recommend: 

20) The Town Manager complete an updated listing of items owned by the 
Town which have value of $1,000 or more, or would have a significant 
impact if lost during a natural disaster, theft, or fire.  This listing should: 
• Include a date of purchase and value or cost of equipment, and 

distinguishing serial numbers;  
• Be kept in the fire-proof safe; and,  
• Be updated at least annually as required by the Town’s Finance and 

Accounting Procedures Manual.  
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21) The Town Manager ensure all equipment valued at $1,000 or more with a 
useful life of more than one year is etched or tagged in order to 
demonstrate ownership by the Town as required by the procedures 
manual. 

 
22) The Town Council require an annual physical inventory of the Town’s 

property to ensure that it aligns with the inventory listing.   
 
Summary of Management Response: 
 

20) Town Manager response in part:   
 

An inventory list was already in existence with respect to all 
electronic equipment.  The computer equipment list did included 
serial numbers, but not identified items costs.  The inventory list 
for the audio visual was prepared by the vendor as part of the 
vendor payment and provided to Town at time of installation that 
included identified costs and serial numbers.  The Furniture 
inventory was created specifically for the OIG as requested…While 
we concur having the information readily available would assist for 
insurance purposes, each item exceeds the insurance deductible if 
stolen, or lost through a natural disaster. 

 
21) Town Manager response in part:   
 

The Town purchased inventory tags for all mobile items. The tags 
will be attached to the items and an annual inventory will be 
completed. 
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SUMMARY OF POTENTIAL FINANCIAL AND OTHER BENEFITS 

 IDENTIFIED IN THE AUDIT 
 

Questioned Costs8 
 

Finding Description 
 

Questioned 
Costs 

1 Lack of documentation for contract payments. $95,874 
6 Payments not in compliance with the Town’s 

Purchasing Ordinance and procedures manual $120,017 

8 Payments for leases entered into without Town 
Attorney approval as required. $12,430 

9 Unnecessary fees for late payments, sales tax, 
and over limit fees.  $698 

 TOTAL QUESTIONED COSTS $229,019 
 

Identified Costs9 
 

Finding Description 
 

Identified  
Costs 

4 Reimbursements outside of scope of contract. $1,765 
 

ATTACHMENT  
 
Attachment 1 – Complete Management Response from Town Manager 
 

ACKNOWLEDGEMENT 
The Inspector General’s audit staff would like to extend our appreciation to the Town of 
Loxahatchee Groves’ Town Council, contractors and residents for their assistance in the 
completion of this audit. 
 
This report is available on the OIG website at: http://www.pbcgov.com/OIG.  Please 
address inquiries regarding this report to Robert Bliss, Director of Audit, by email at 
inspector@pbcgov.org or by telephone at (561) 233-2350. 

                                            
8 Questioned costs can include costs incurred pursuant to a potential violation of a provision of law, regulation, 
contract, grant, cooperative agreement, or other agreement or document governing the expenditure of funds, and/or a 
finding that such costs are not supported by adequate documentation, and/or a finding that the expenditure of funds 
for the intended purpose is unnecessary or unreasonable in amount.  As such, not all questioned costs are indicative 
of potential fraud or waste. 
9 Identified costs are those dollars that have a potential of being returned to offset the taxpayers’ burden. 



OFFICE OF INSPECTOR GENERAL                                                                       AUDIT # 2016-A-0004  
 

 

 
 

Page 22 of 58 

ATTACHMENT 1 - Management Response-Town Manager 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



OFFICE OF INSPECTOR GENERAL                                                                       AUDIT # 2016-A-0004  
 

 

 
 

Page 55 of 58 

ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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ATTACHMENT 1 - Management Response continued 
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