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BACKGROUND

This Committee directed us in February 2017
to conduct an operational audit of the
City of Opa-locka.

We examined records and transactions from
October 2015 through April 2017.

In June 2019, we issued our operational audit
report No.2019-221 with 99 audit findings.



AUDIT RESULTS

Our audit found a pervasive lack of adequate
controls necessary to promote and encourage
compliance with applicable:

State laws.
City ordinances and regulations.
Contracts and grant agreements.

Other applicable guidelines.



AUDIT RESULTS

Our audit also found a pervasive lack of
adequate controls necessary to promote and
encourage:

Economic and efficient operations.
Reliability of records and reports.

Safeguarding of assets.



AUDIT RESULTS

Further, our audit found numerous instances of
potential fraud, waste, and abuse. For some
findings, the amount of resources lost due to
noncompliance or inadequate accountability was
not quantifiable; however, we identified questioned
costs or potential avoidable losses totaling nearly
$5 million, collectively, for the City and the CRA,
as shown in Exhibit A to the report.



FINDING 5
UNTIMELY FINANCIAL REPORTS AND ANNUAL AUDITS

The City did not timely provide for and submit
required annual financial audits and reports, which
subjected the City to significant monetary
sanctions. Consequently, through July 2018, the
Department of Revenue and the Department of
Financial Services had withheld approximately
$1.2 million from the City, consisting of half-cent
sales tax revenues totaling $823,630 and State
revenue sharing totaling $397,720.



FINDING 28

CONSTRUCTION ADMINISTRATION

We found deficiencies in construction
administration practices with potential loss
avoidance of over $| million. Specifically:

Low bid on construction projects was not always
selected and the reason was not apparent in City
records.

Unnecessary procurement of project management
services.

Unsupported construction payments.
Unnecessary litigation costs.



FINDING 23
ELECTRONIC FUNDS TRANSFERS

We identified 23 EFT disbursements totaling
$/81,849 which City records were not provided
to identify the individuals who initiated, reviewed,
and approved the EFTs; evidence whether EFT

dollar limits had been established for t

individuals; or support the nature and
the EFTs.

ne
burpose of




FINDING 56
PAY INCREASES

Our examination of the City records provided
for 24 selected pay increases totaling $217,476
for 18 employees disclosed that although
requested, supporting documentation was not
provided for the pay increases.



AUDIT FINDING GROUPINGS

City of Opa-locka

Financial Condition (4)
Administration and Management (8)
Accountability for Resources (9)
Cash Controls (5)

Capital Assets (5)

Motor Vehicles (5)



AUDIT FINDING GROUPINGS

City of Opa-locka

Long-Term Debt (2)

Revenues and Cash Collections (7)
Payroll and Personnel Administration (20)
Travel (1)

Procurement — General (6)

Procurement — Contractual Services (8)
Public Records (4)



AUDIT FINDING GROUPINGS

Opa-locka CRA

Compliance with the Community Redevelopment
Act and Interlocal Agreement (7)

Compliance with the Uniform Special District
Accountability Act (3)

CRA Board of Commissioners (2)
CRA Employment Activities — Executive Director (2)

Legal Services (I)



Position Start Date End Date
City Manager
City Manager — 1 4/11/2018 Not Applicable
City Manager — 2 (Interim for a portion) 7/17/2017 4/11/2018
City Manager —3 5/18/2016 7/17/2017
City Manager —4 (Interim for a portion) 11/24/2015 8/01/2016
City Manager—5 9/02/2015 11/24/2015
City Manager — 6 (Interim) 7/24/2015 9/01/2015
Vacant 7/23/2015 7/23/2015
City Manager—7 7/09/2012 7/22/2015
Assistant City Manager
Vacant 4/20/2018 Not Applicable
Assistant City Manager — 1 8/14/2017 4/19/2018
Vacant 1/24/2017 8/13/2017
Assistant City Manager — 2 1/17/2017 1/23/2017
Vacant 5/18/2016 1/16/2017
Assistant City Manager — 3 4/06/2016 5/17/2016
Vacant 11/25/2015 4/05/2016
Assistant City Manager — 4 8/06/2012 11/24/2015
Finance Director
Finance Director—1 8/28/2017 Not Applicable
Vacant 8/23/2017 8/27/2017
Finance Director — 2 8/24/2015 8/22/2017
Vacant 8/14/2015 8/23/2015
Finance Director — 3 9/19/2013 8/13/2015

TURNOVER IN
CERTAIN KEY
MANAGEMENT
POSITIONS
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Michael ). Gomez, CPA
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Mayor, Commissioners, and City Manager

During the period October 2015 through April 2017, the following individuals served as City of Opa-locka Mayor,
Vice-Mayor, Commissioner, or City Manager:

Myra L. Taylor, Mayor

Joseph L. Kelley, Vice Mayor from 11-21-16

Timothy Holmes, Vice Mayor to 11-20-16

John B. Riley, Commissioner from 6-20-16

Terrance Pinder, Commissioner to 5-24-16

Luis Santiago, Commissioner to 11-20-16

Matthew Pigatt, Commissioner from 11-21-16

Roy S. Shriver, City Manager to 11-24-15

David S. Chiverton, City Manager 11-25-15, to 8-1-162
Yvette Harrell, City Manager from 5-18-162

a Both individuals were employed as City Manager 5-18-16,
through 8-1-16, while David S. Chiverton was on a leave
of absence.

Opa-locka Community Redevelopment Agency
Executive Directors and Board of Commissioners

The Opa-locka Community Redevelopment Agency’s initial meeting was held on February 8, 2012. Two Executive
Directors served during the period February 2012 through April 2017:

Newall Daughtrey 3-5-12, through 4-15-15
Eddie Brown 4-22-15, through 10-6-15

During the period February 2012 through April 2017, the following individuals served as a member of the Opa-locka
Community Redevelopment Agency Board:

Jannie Russell from 4-14-14, Chair from 5-25-16, Vice Chair 3-25-15 to 5-24-162
Terrence Pinder 11-12-14 to 5-24-16, Chair 3-25-15 to 5-24-16

Joseph L. Kelly from 11-13-12, Chair 1-9-13 to 3-24-15

Dorothy Johnson to 11-11-14, Chair 11-13-12 to 1-8-13, Vice Chair to 11-12-12°
Gail Miller to 11-12-12, Chair to 11-12-12

Luis Santiago 11-13-12 to 11-20-16, Vice Chair 1-9-13 ° to 3-24-15

Timothy Holmes

Matthew Pigatt from 11-21-16

John B. Riley from 6-20-16

Myra L. Taylor

Rose Tydus to 11-12-12 and from 8-11-14

2 Vice Chair position vacant from 5-25-16.
b Vice Chair position vacant 11-13-12, to 1-8-13.

The team leader was Clare Waters, CPA, and the audit was supervised by Derek H. Noonan, CPA.

Please address inquiries regarding this report to Michael J. Gomez, CPA, Audit Manager, by e-mail at
mikegomez@aud.state.fl.us or by telephone at (850) 412-2881.

This report and other reports prepared by the Auditor General are available at:
FLAuditor.gov

Printed copies of our reports may be requested by contacting us at:

State of Florida Auditor General
Claude Pepper Building, Suite G74 - 111 West Madison Street - Tallahassee, FL 32399-1450 - (850) 412-2722
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CITY OF OPA-LOCKA
AND OPA-LOCKA COMMUNITY REDEVELOPMENT AGENCY

SUMMARY

This operational audit of the City of Opa-locka (City) and the Opa-locka Community Redevelopment
Agency (CRA) focused on selected City and CRA processes and administrative activities. Our
operational audit disclosed a pervasive lack of adequate controls necessary to promote and encourage
compliance with applicable State laws, City ordinances and regulations, contracts, grant agreements,
and other applicable guidelines; economic and efficient operations; reliability of records and reports; and
the safeguarding of assets. Our audit also disclosed numerous instances of potential fraud, waste, and
abuse. For some of our findings, the amount of resources lost due to noncompliance or inadequate
accountability was not quantifiable; however, we identified questioned costs or potential avoidable losses
totaling nearly $5 million, collectively, for the City and the CRA.

CITY OF OPA-LOCKA

Financial Condition

Finding 1: Although the City generally complied with the provisions of the State and Local Agreement
of Cooperation executed pursuant to the Office of the Governor Executive Order No. 16-135 and the
Financial Emergency Board recommendations, the City did not comply with the Agreement provisions
pertaining to the 5-year financial recovery plan and budget or the Board recommendations pertaining to
motor vehicle use and tangible personal property accountability.

Finding 2: Our financial condition assessment procedures disclosed deteriorating City financial
conditions. Of 16 key financial indicators, 13 indicated an unfavorable rating.

Finding 3: The City did not comply with its General Fund reserve policy and did not establish reserve
requirements consistent with Government Finance Officers Association (GFOA) recommendations.

Finding 4: The City Commission had not established target amounts of working capital that should be
maintained for the City’'s three enterprise funds.

Administration and Management

Finding 5: The City did not timely provide for and submit required annual financial audits and annual
financial reports. Consequently, through July 2018, State agencies had withheld from the City
approximately $1.2 million.

Finding 6: As of February 2019, the City’s strategic plan had not been updated since September 2014
to reflect changing circumstances, impacting management’s ability to implement the plan and effectively
prioritize the use of City resources.

Finding 7: During the period September 2014 through April 2018, the City experienced significant
turnover in certain key management positions, which may have contributed to the numerous control
deficiencies and instances of noncompliance disclosed in this report.
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Finding 8: The City had not established an internal audit function or otherwise provided for internal
audit activities to assist management in maintaining a comprehensive framework of internal controls.

Finding 9: The City needs to establish policies and procedures for communicating, investigating, and
reporting known or suspected fraud. In addition, the City Honor Code needs revising to ensure the
provisions specifically pertain to City employees and officials.

Finding 10: The City did not perform documented periodic risk assessments to help ensure that
adequate internal controls were in place to minimize fraud risks and control deficiencies that could
adversely affect City operations.

Finding 11: City controls over the budgetary process need enhancement.

Finding 12: City records did not support the equitable allocation of General Fund administrative costs to
City enterprise funds.

Accountability for Resources

Finding 13: Accountability over resources received by the City for participation in a law enforcement
revenue sharing program needs enhancement.

Finding 14: The City’s management of State grants was ineffective as the City did not always ensure
that grant expenditures were allowable, records were retained to support the allowability of grant
expenditures, reimbursement requests were filed for allowable grant expenditures as soon as practicable,
grant moneys were expended during the grant award period, or required grant reports were prepared
and timely filed with the grantor.

Finding 15: The City did not always provide the accountability required by Department of Environmental
Protection grant award and loan agreements. In addition, the City did not always promptly record grant
and loan receipts in the City accounting records. During the period October 2015 through April 2017, the
City received grant and loan proceeds of $2.1 million from the Department of Environmental Protection.

Finding 16: Contrary to Department of Financial Services guidance, the City had not established special
revenue funds to maintain separate accountability for fuel tax revenues.

Finding 17: The City did not comply with the requirements included in an interlocal agreement between
the City and Miami-Dade County regarding administration and use of discretionary sales surtax proceeds.
As a result, the County suspended surtax distributions to the City effective November 2015 and, as of
February 2019, the surtax distributions remained suspended due to the City’s continued noncompliance.

Finding 18: City procedures need enhancement to ensure that interfund borrowings and transfers are
properly accounted for and comply with City ordinances.

Finding 19: The City had not established controls to provide adequate accountability for special events,
including the donations and expenditures for such events.

Finding 20: City procedures were not effective to ensure that payments were made from the appropriate
bank accounts or that financial transactions were properly accounted for in the City accounting records.

Finding 21: Journal entries to adjust account balances and transactions in the City accounting records
were not always adequately supported or reviewed and approved.

Report No. 2019-221
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Cash Controls

Finding 22: City controls over bank account reconciliations need improvement to ensure documented
timely performance and review by individuals not assigned cash handling and journal entry duties;
reconciling items are accurately identified, promptly and thoroughly investigated, explained, and
documented; required adjustments to the general ledger cash account balances, as a result of the
reconciliations, are timely made; and online access to electronic bank account statements is granted to
appropriate employees.

Finding 23: Contrary to State law, the City had not established policies and procedures to ensure
adequate integrity, security, confidentiality, and auditability of business transactions conducted using
electronic funds transfers (EFTs). In addition, City controls need enhancement to ensure and document
that EFTs are only made by authorized personnel and for authorized purposes.

Finding 24: The City did not timely notify apparent owners of unclaimed property or annually report and
remit unclaimed property to the Department of Financial Services, contrary to State law.

Finding 25: The City did not timely submit to the State’s Chief Financial Officer the statutorily required
annual reports of the City’s public deposit accounts.

Finding 26: City controls over petty cash funds need enhancement to ensure that petty cash
disbursements are supported by dated receipts and documentation evidencing the authorized public
purpose and that petty cash funds are timely counted and reconciled to receipts.

Capital Assets

Finding 27: City records did not evidence that the City exercised due diligence in determining the fiscal
viability of purchasing a $7.9 million building to house its administrative offices and other tenants.
Specifically, the City did not ensure the accuracy of reported renter lease information and building
operating costs prior to purchasing the building and did not maintain records to support significant
assumptions regarding the rental income anticipated to be generated from other tenants.

Finding 28: The City needs to enhance construction administrative policies and procedures to ensure
that construction contractors are competitively selected in accordance with State law and City ordinances,
construction services and related costs are not duplicated, contract addenda do not provide
compensation for work already performed, City Commission approval is obtained for change orders
exceeding $25,000, contractors are timely paid to avoid work stoppages, and contractors obtain payment
bonds.

Finding 29: The City had not established surplus land disposal procedures. Absent such procedures,
the City did not always timely collect and deposit land sale proceeds, timely record land sales in City
accounting records, or timely correct deed errors.

Finding 30: The City had not established appropriate accountability for its tangible personal property
with acquisition values totaling $11.5 million.

Finding 31: The City had not established policies and procedures to ensure that City property was
adequately insured and had not developed a formal contingency plan in the event that uninsured losses
are incurred in a catastrophic event.
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Motor Vehicles

Finding 32: City records did not evidence City Manager approval and justification for employee
take-home motor vehicle assignments. In addition, neither the City Employee Handbook nor any other
City-established policies or manuals addressed elected official's use of City motor vehicles or the
preparation and maintenance of motor vehicle usage logs.

Finding 33: The City did not include the value of personal use of City motor vehicles in the gross income
reported to the Internal Revenue Service (IRS) for applicable City officials and employees.

Finding 34: The City had not established policies and procedures regarding the use of its fuel pumping
station. In addition, the City’s fuel management system did not provide for adequate accountability of
fuel pumping station inventory and fuel distributions to City officials and employees.

Finding 35: The City had not established policies and procedures for motor vehicle repairs and
maintenance. In addition, the City had not implemented a comprehensive motor vehicle preventative
maintenance plan or a system for tracking each motor vehicle’'s repair and maintenance costs and
documenting periodic motor vehicle cost-benefit analyses for vehicle disposition and replacement
decisions.

Finding 36: City controls and records did not provide for adequate accountability over the purchase and
use of the City’s motor vehicle parts inventory.

Long-Term Debt

Finding 37: Contrary to City ordinances, the City had not established debt management policies and
procedures.

Finding 38: Contrary to GFOA best practices, the City contracted with its bond counsel in April 2015
without using a competitive selection process and paid the bond counsel $40,000 for services associated
with issuance of the Series 2015A Tax-Exempt Capital Improvement Revenue and Refunding Note and
Series 2015B Taxable Capital Improvement Revenue Note.

Revenues and Cash Collections

Finding 39: The City did not always timely record and deposit cash collections or consecutively use
prenumbered receipts for non-utility cash collections.

Finding 40: The City had not established policies and procedures for properly and consistently
calculating, approving, and recording permit fees or for maintaining permit applications and other
documentation supporting the permits issued.

Finding 41: Contrary to State law, as of August 2018, the City had failed to remit to the Department of
Revenue approximately $3 million in collected traffic signal penalties for red-light violations.

Finding 42: The City needs to revise City ordinances to specify how to account for utility services
customer deposits and the time frame for refunding deposits to customers. In addition, City controls need
enhancement to require that the customer deposits payable account balance be periodically reconciled
to the customer deposits subsidiary ledger balance and to ensure that customer deposits are timely
refunded.
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Finding 43: The City needs to establish policies and procedures to provide for the prompt billing of utility
services customers, progressive strengthening of collection efforts for delinquent accounts, and
reconciliation of the amount of water purchased from Miami-Dade County to the amount of water billed
to City utility service customers to identify water loss so that timely actions can be taken to prevent such
loss.

Finding 44: The City needs to establish policies and procedures for the calculation, review, and approval
of utility account adjustments.

Finding 45: During the period October 2015 through April 2017, water and sewer service charges were
not always assessed in accordance with rates prescribed by City ordinances and, consequently, the City
underassessed a significant amount of water and sewer service charges.

Payroll and Personnel Administration

Finding 46: City personnel administrative regulations and procedures were not always followed when
hiring City employees and City hiring practices need improvement.

Finding 47: City controls over background screenings for employees and certain volunteers and vendor
employees need enhancement.

Finding 48: Contrary to City ordinances, the City did not establish a search committee to conduct a local
and nationwide search for candidates for the City Manager position. In addition, the City provided a City
Manager with a rental car without documented City Commission approval.

Finding 49: Severance pay provisions in City employment agreements were not consistent with State
law, and the City paid post-employment extra compensation to a City Manager contrary to State law.

Finding 50: The City, with no apparent legal authority, provided automobiles for the Mayor and City
Commissioners’ use. Also, contrary to City ordinances, which provide that the Mayor and City
Commissioners may be reimbursed up to $200 per month for documented expenses associated with
their official duties, the City made monthly $200 payments to the Mayor and City Commissioners without
documentation of any expenses incurred. In addition, although the City treated the payments like
expense allowances, the City did not include the payments in the Mayor and City Commissioners’
earnings reported to the IRS and did not document a determination that the payments were exempt from
such reporting.

Finding 51: The City had not established policies and procedures for determining whether workers
should be classified as employees or independent contractors and we noted instances in which the City
did not consistently classify workers.

Finding 52: The City pay plan had not been updated to include certain employee positions. In addition,
our examination of selected pay increases disclosed several increases that resulted in annual salaries
that were not consistent with the pay plan.

Finding 53: The City had not established policies and procedures requiring all employee timecards to
be reviewed and approved by supervisory personnel and did not always pay employees in accordance
with its pay plan.
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Finding 54: The City's personnel action form used to document personnel actions, such as
appointments, salary changes, and promotions, were not always retained or signed by the required
individuals prior to the effective date of the personnel action.

Finding 55: The City did not always timely perform employee performance reviews required by City
regulations.

Finding 56: The City needs to enhance its policies and procedures to ensure that all pay increases are
appropriately supported.

Finding 57: The City incurred penalties totaling $12,887 for incorrectly reporting and not timely remitting
employee and employer Florida Retirement System contributions to the Department of Management
Services, Division of Retirement.

Finding 58: Contrary to City regulations, overtime was not always authorized in advance. In addition,
the City paid $1,177 for overtime to employees not entitled to overtime pay.

Finding 59: The City had not established policies and procedures requiring, at the time of enrollment,
verification of dependent eligibility to participate in the City’s health insurance plan or periodic verifications
that participating dependents continued to be eligible for plan services.

Finding 60: Contrary to State law, the City did not always timely pay group insurance premiums. As a
result, coverage was temporarily suspended for certain individuals.

Finding 61: City employees accumulated annual leave balances in excess of limits established in City
regulations and the collective bargaining agreement.

Finding 62: City leave payments to six City employees exceeded by $42,261 the amounts allowed by
City regulations and leave payments were not always supported by City records evidencing authorization
for the payments.

Finding 63: City terminal leave payouts made to City employees upon separation from City employment
exceeded by $72,466 the amounts provided by City regulations or the applicable union contracts.

Finding 64: Contrary to City ordinances, the City contracted with two former employees within 2 years
of their separation from City employment.

Finding 65: Contrary to a City Commission resolution in January 2016, the City Manager did not perform
an employee necessity study and report the study results to the City Commission. Absent a completed
necessity study, the City Commission had limited assurance that staff reductions and position revisions
promoted better functionality of the City.

Travel

Finding 66: City controls did not ensure that City records evidenced that all travel served a public
purpose, travelers were reimbursed in accordance with City ordinances and State law, and travel
advances did not exceed actual expenses.
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Procurement — General

Finding 67: Requirements established in City ordinances regarding the procurement of commodities
and contractual services need improvement to clarify the City Commission intent for and promote
compliance with the requirements.

Finding 68: City disbursement processing procedures were not up-to-date or sufficient to ensure the
validity and completeness of vendor file information, preapproval of all purchases by appropriate City
personnel, adequate supporting documentation for all expenditures, or proper distribution of checks to
vendors. In addition, City procedures did not prevent the use of duplicate check numbers.

Finding 69: The City had not established procedures to promote compliance with the Local Government
Prompt Payment Act and did not always timely pay vendors, resulting in late fees of $5,007. In addition,
as of March 15, 2017, the City owed Miami-Dade County approximately $7 million for delinquent fees
and charges.

Finding 70: City records did not clearly evidence the authorized public purpose served for expenditures
totaling $51,405. These expenditures included, for example, the purchase of items for giveaway events,
food and beverage items, bowling, movies, and gift cards.

Finding 71: Controls over City-assigned credit cards need improving to ensure that credit card
assignments are properly approved, user agreements are signed and maintained, credit limits do not
exceed those established in City policies, all credit card charges are verified and approved, the City’'s
sales tax exemption is properly utilized, credit card receipts are retained as required by the State records
retention policy, and evidence of canceled credit cards is maintained.

Finding 72: When purchasing commodities, the City did not always competitively select vendors in
accordance with City ordinances.

Procurement — Contractual Services

Finding 73: Contrary to City ordinances, the City did not always use a competitive selection process to
procure vendor services and City controls over the competitive procurement of services need
enhancement. In addition, City records did not always demonstrate that the City Commission selected
the vendor whose proposal was most advantageous to the City or that the City Commission approved
purchased services costing over $25,000.

Finding 74: City contractual services procurements were not always supported by a written contract that
included the provisions and conditions required by City ordinances.

Finding 75: City controls for monitoring purchased services and franchise fee collections need
enhancement.

Finding 76: The City did not follow City ordinances when selecting four consultants to assist with
preparing a 5-year financial recovery plan and did not execute contracts with two of the consultants prior
to payment for services. In addition, the City executed a contract with one consultant that included
compensation terms differing from those approved by the City Commission and, based on the contract
and submitted invoices, the City overpaid the consultant $14,500.
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Finding 77: Contrary to State law, the City did not establish an audit committee to select auditors to
conduct its 2014-15 and 2015-16 fiscal year financial audits. In addition, although the City utilized an
evaluation committee to score proposals received pursuant to a request for proposals for the
2014-15 fiscal year financial audit and rank the respondents, the City Commission did not select, and did
not document justification for not selecting, the highest-ranked respondent.

Finding 78: The City did not follow City ordinances when selecting a law firm to act as City Attorney and
the contract executed with the selected firm contained several deficiencies. In addition, City controls for
monitoring payments to the City Attorney were inadequate.

Finding 79: Contrary to City ordinances, the City did not use a competitive process to procure insurance.

Finding 80: The City did not procure wireless communication devices and related services in
accordance with City ordinances. In addition, the City needed to enhance controls over the acquisition,
assignment, and use of wireless communication devices.

Public Records

Finding 81: The City had not established policies and procedures regarding the retention of public
records, including records created or maintained in electronic format such as e-mails and text messages.
In addition, the City did not always comply with State records retention requirements and did not archive
text messages sent or received using wireless communication devices.

Finding 82: City Commission meeting minutes were not always timely recorded, approved, and
maintained on the City Web site, contrary to State law and the City Charter.

Finding 83: The City had not established policies and procedures to ensure compliance with financial
disclosure filings required by State law, Miami-Dade County ordinances, and the City Charter. In addition,
neither Finance Department personnel nor other City employees responsible for approving purchases
routinely reviewed and considered those disclosures.

Finding 84: Contrary to City ordinances, the City did not separately account for lobbyist registration fees
or ensure that required annual statements of lobbying expenditures were filed with the City Clerk and
required logs of filed lobbyist registrations were provided to the City Commission.

OPA-LOCKA COMMUNITY REDEVELOPMENT AGENCY

Compliance with the Community Redevelopment Act and Interlocal Agreement

Finding 85: Contrary to State law, the City Commission adopted a resolution creating the Opa-locka
Community Redevelopment Agency (CRA) nearly 18 months before the Miami-Dade County Board of
County Commissioners (BOCC) granted the City Commission authority to create the CRA. In addition,
City records did not evidence the necessity for creating the CRA and incurring CRA expenditures of
approximately $86,000 before the Miami-Dade County BOCC authorized creation of the CRA.

Finding 86: City records did not evidence that the City Commission published the State-required notice
of intent to consider adopting a CRA Plan and the adopted CRA Plan did not always comply with State
law or include accurate information.
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Finding 87: The CRA did not prepare annual reports of activities for the City and Miami-Dade County
for the 2011-12, 2013-14, and 2014-15 fiscal years, contrary to State law and the City and CRA interlocal
agreement with the County.

Finding 88: The City and the CRA did not always provide for audits required by State law and the
interlocal agreement.

Finding 89: As of July 1, 2018, the City had not made required annual contributions of tax increment
revenues to the CRA totaling $484,000, including late fees and interest.

Finding 90: City accounting records did not always provide for adequate accountability of CRA financial
transactions.

Finding 91: Through September 2017, the CRA exceeded the interlocal agreement administrative
expense limitation of $200,000 by at least $311,754 and had not paid the administrative fees to
Miami-Dade County required by the interlocal agreement.

Compliance with the Uniform Special District Accountability Act

Finding 92: The CRA did not timely provide to the Department of Economic Opportunity (DEO) a copy
of the document that created the CRA and had not paid the DEO the annual fee required by State law.

Finding 93: Contrary to State law, the CRA did not adopt budgets for the 2012-13 or 2013-14 fiscal
years; CRA Board-adopted budgets for the 2011-12, 2014-15, 2015-16, and 2016-17 fiscal years did not
include budgeted revenues and transfers or prior fiscal year ending fund equity balances; and the CRA
did not limit actual CRA expenditures to budgeted amounts for the 2014-15 fiscal year. Also, CRA
Board-approved budgeted expenditures were not properly recorded in the accounting records for the
2016-17 fiscal year.

Finding 94: The City Web site did not prominently display the CRA and include certain CRA information
required to be included on the Web site, contrary to State law.

CRA Board of Commissioners

Finding 95: The CRA had not clearly established the terms of Miami-Dade County BOCC-appointed
CRA Board members.

Finding 96: CRA records did not evidence that decisions made in adopting the CRA bylaws were made
in accordance with State law requirements that official decisions be made in public only after full and
open discussion by board members. In addition, CRA Board meeting minutes were not always timely
recorded, approved, and maintained on the City Web site, contrary to State law.

CRA Employment Activities — Executive Director

Finding 97: The CRA had not established a position description for the Executive Director position, did
not advertise an Executive Director position vacancy, and did not document consideration of applicant
qualifications prior to hiring an Executive Director.

Finding 98: The CRA did not always comply with requirements applicable to severance pay for two
former CRA Executive Directors. Consequently, these former Executive Directors received excess
compensation of $25,754 and $3,610, respectively, after their last day of employment.
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Legal Services

Finding 99: CRA policies and procedures for selecting firms to provide legal services and developing
and monitoring legal services contracts could be improved.
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CITY OF OPA-LOCKA
BACKGROUND

In 1926, the City of Opa-locka (City) was incorporated as a municipality. The City is located in the
northern portion of Miami-Dade County, comprises 4.2 square miles of land, and has a population of
approximately 18,000 residents.* The City is governed by the City Commission composed of four elected
Commissioners and an elected Mayor and operates under a Commission-Manager form of government.
The City Commission is responsible for enacting ordinances, resolutions, and policies governing the City,
as well as appointing the City Manager, City Attorney, and City Clerk. The City Manager is the Chief
Administrative Officer and, as such, is responsible for the administration of all City affairs and carrying
out policies adopted by the Commission, and the appointment and supervision of the City’'s department
heads.

The City provides citizens with a full range of services, including police, construction and maintenance of
highways and other infrastructure, recreational and cultural activities, water and wastewater sanitation,
planning and zoning, and general administrative services.

CITY OF OPA-LOCKA
FINDINGS AND RECOMMENDATIONS

This operational audit of the City of Opa-locka focused on selected City processes and administrative
activities. Our audit disclosed a pervasive lack of adequate controls necessary to promote and encourage
compliance with applicable State laws, City ordinances, City regulations, contracts, grant agreements,
and other guidelines; economic and efficient City operations; reliability of records and reports; and the
safeguarding of assets. For example, we noted instances of noncompliance relative to budget adoption
and implementation; financial reporting and annual audits; accountability for Federal, State, and local
revenues; interfund borrowings and transfers; construction administration; remittance of amounts due to
other governmental entities; asset accountability; payroll and personnel administration; procurement of
goods and services; public records retention; maintenance of City Commission meeting minutes; and
officer and employee financial disclosures.

Our audit also disclosed numerous instances of potential fraud, waste, and abuse.? For some of our
findings, the amount of City resources lost due to noncompliance or inadequate accountability was not
guantifiable (e.g., excess expenditures incurred due to failure to competitively procure goods and
services and lost revenues due to failure to properly assess water and sewer service charges); however,
as shown in ExHIBIT A to this report, we identified questioned costs or potential avoidable losses? totaling

1 Florida Population Estimates for Counties and Municipalities, April 2016; Florida Office of Economics and Demographic
Research.

2 Chapter 2019-15, Laws of Florida, amended Section 11.45(1), Florida Statutes, to define fraud, waste, and abuse. Fraud
includes theft of an entity’s assets, bribery, or the use of one’s position for personal enrichment through the deliberate misuse
or misapplication of an organization’s resources. Waste includes the act of using or expending resources unreasonably,
carelessly, extravagantly, or for no useful purpose. Abuse includes behavior that is deficient or improper when compared with
behavior that a prudent person would consider a reasonable and necessary operational practice given the facts and
circumstances, and the misuse of authority or position for personal gain.

3 Potential avoidable losses include, for example, unrealized revenue, missing tangible personal property, and avoidable costs.
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$4,544,438 for the City. For example, we noted electronic funds transfers (EFTs) for which City records
did not identify the individuals who initiated the EFTs or the nature and purpose of the EFTs; lack of
documented due diligence in determining the fiscal viability of purchasing a $7.9 million building;
significant underassessment of water and sewer service charges; improper payment of excess
compensation to City Managers; unexplained or inadequately supported employee pay increases;
unauthorized leave payments and improper terminal leave payouts; procurement of construction and
other contractual services without benefit of competitive selection; and numerous expenditures for which
City records did not clearly evidence the authorized public purpose, including purchases of gift cards and
other miscellaneous items for giveaway events.

FINANCIAL CONDITION

The Legislature has recognized the importance for a local governmental entity, such as the City, to
maintain a sound financial condition, which affects the entity’s ability to provide services on a continuing
basis at the level and quality required and expected by City residents. For example, the Legislature
enacted the Local Governmental Entity, Charter School, Charter Technical Career Center, and District
School Board Financial Emergencies Act* to promote the fiscal responsibility of local governments and
other applicable entities and assist these entities:

* In providing essential services without interruption and in meeting their financial obligations.
e Through the improvement of local financial management procedures.

In addition, State law® requires independent auditors to notify local governmental entities of deteriorating
financial conditions that may cause a financial emergency to occur if actions are not taken to address
such conditions.

Pursuant to State law,® municipalities are subject to review and oversight by the Governor when any one
of the following conditions occurs:

o Failure within the same fiscal year in which due to pay short-term loans or failure to make bond
debt service or other long-term debt payments when due, as a result of a lack of funds.

o Failure to pay uncontested claims from creditors within 90 days after the claim is presented, as a
result of a lack of funds.

¢ Failure to transfer at the appropriate time, due to a lack of funds, taxes withheld on the income of
employees; or employer and employee contributions for Federal social security or any pension,
retirement, or benefit plan of an employee.

o Failure for one pay period to pay, due to a lack of funds, wages and salaries owed to employees

or retirement benefits owed to former employees.
On June 1, 2016, based on the conditions reported to the Governor by City officials, the Governor signed
an executive order’ declaring that the City was in a state of financial emergency and that the City needed
State assistance to resolve the state of financial emergency. To resolve the financial emergency and
provide assistance to the City, the executive order provided that the City execute and fully comply with a

4 Chapter 218, Part V, Florida Statutes.

5 Section 218.39(5)(a), Florida Statutes.

6 Section 218.503(1), Florida Statutes.

7 Office of the Governor Executive Order No. 16-135.
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State and Local Agreement of Cooperation (Agreement), which was executed on June 8, 2016. The
executive order also provided that the Chief Inspector General (CIG) of the State of Florida would be the
Governor’s designee for purposes of the executive order and the Agreement.

Pursuant to State law,® the Governor established a Financial Emergency Board to oversee City activities
and to recommend actions to assist the City in resolving the financial emergency. The Financial
Emergency Board has held numerous meetings since its initial meeting on June 22, 2016, and at several
of these meetings, the Board recommended that the City take certain actions to improve the City’'s
financial condition and help resolve the financial emergency.

Finding 1: State of Financial Emergency

Timely compliance with the Agreement provisions and Financial Emergency Board recommendations is
essential to facilitate the City’s ability to take appropriate actions to improve the City’s financial condition
and resolve the financial emergency. Our examination of City records and discussions with City
personnel disclosed that, although the City generally complied with the Agreement provisions and
Financial Emergency Board recommendations, the City did not comply with the Agreement provisions
pertaining to the 5-year financial recovery plan and budget or with the Board recommendations regarding
motor vehicle use and tangible personal property accountability.

Recovery Plan. Section 1 of the Agreement provided that on or before August 1, 2016, the City had to
prepare and submit a recovery plan, approved by the Mayor and City Commissioners, to the Governor
for the 2016-17 through 2020-21 fiscal years. However, the City did not submit the recovery plan to the
Governor until August 1, 2018, 2 years after the August 1, 2016, due date. Specifically, we noted that:

* |n a memorandum dated July 11, 2016, to the CIG, the City Manager explained that additional
staffing, accurate financial information, and audit information were needed to develop a recovery
plan and budget. While the memorandum illustrates that City personnel were aware in July 2016
of the challenges faced in preparing the recovery plan, the City did not execute a contract with a
consultant to assist in preparing the recovery plan until March 10, 2017 (8 months later). The
minutes for the November 2016 Financial Emergency Board meeting indicated that efforts were
being made to contact potential consultants; however, although we requested, City personnel did
not provide us an explanation for the delay in engaging a consultant.

e The City contracted with a consultant on March 10, 2017, to assist in preparing the recovery plan.
However, in a letter dated July 28, 2017, the consultant resigned from the engagement indicating,
among other things, that “the organizational structure needed to support the preparation of a
credible Plan is somewhat deficient.” Subsequently, the City contracted with three additional
consultants to assist in preparing the recovery plan. As discussed in Finding 76, our audit
disclosed deficiencies in City procedures for procuring these consultants, which impacted the
City’s ability to timely obtain a qualified consultant to assist with preparing the recovery plan.

e A consultant provided the City Commission a draft recovery plan on March 28, 2018, and the
recovery plan was discussed at the City Commission’s April 10, 2018, workshop. There was no
further discussion about the recovery plan at City Commission meetings or workshops held
subsequent to the April 10, 2018, workshop and the recovery plan was not finalized and submitted
to the Governor until August 1, 2018, almost 4 months later.

8 Section 218.503(3)(g)1., Florida Statutes.
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Section 1 of the Agreement also required that the recovery plan meet the requirements of State law® and
contain the underlying assumptions for all revenue and expenditure estimates. In a letter dated
September 5, 2018, to the City Manager, the CIG indicated that the City’s recovery plan did not conform
with these requirements. For example, the CIG noted that the recovery plan did not:

® Address savings realized through consolidation, sourcing, or discontinuance of all administrative
direction and support services, including, but not limited to, services for asset sales, economic
and community development, building inspections, parks and recreation, facilities management,
engineering and construction, insurance coverage, risk management, planning and zoning,
information systems, fleet management, and purchasing.°

e Conspicuously address assumptions on rising expenditures in the narrative of the recovery plan,
including potential increases in public employee insurance costs, increases in labor costs
mandated through collective bargaining, and infrastructure replacement costs.

e Define projected increases in stormwater billings or inform the residents of specific increases
projected through the plan’s implementation.
Although some delay in completing and submitting a recovery plan may have been expected due to the
circumstances, a 2-year delay was excessive and could have been avoided with better management and
oversight. That excessive delay, along with submittal of a recovery plan that did not conform with the
Agreement requirements and State law, contributed to delays in resolving the City's state of financial
emergency.

Budget. Section 2 of the Agreement required that the City, on or before August 1st of each year, submit
to the Governor the City’s proposed annual budget as preliminarily approved by the Mayor and City
Commissioners. However, the City did not comply with this requirement as it submitted the 2016-1