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DELRAY BEACH COMMUNITY REDEVELOPMENT AGENCY 
Follow-Up on Operational Audit Report No. 2014-013 

SUMMARY 

This report provides the results of our audit to determine the extent to which the Delray Beach Community 

Redevelopment Agency (CRA) had taken, or was in the process of taking, corrective actions to address 

the findings included in our report No. 2014-013.  Our follow-up procedures to determine the CRA’s 

progress in addressing the 19 findings and recommendations contained in our report No. 2014-013 

disclosed that, as of the completion of our follow-up procedures in June 2015, the CRA’s actions had 

adequately corrected 10 findings (i.e., Nos. 2, 3, 5, 7, 8, 10, 11, 13, 14, and 19) and partially corrected 

5 findings (i.e., Nos. 6, 9, 15, 16, and 17); however, 4 findings (i.e., Nos. 1, 4, 12, and 18) remained 

uncorrected.   

BACKGROUND 

Pursuant to the Community Redevelopment Act of 1969 (Act),1 the City of Delray Beach (City) adopted 

Resolution 32-85, dated May 14, 1985, and City Ordinance 46-85, dated June 18, 1985, creating the 

Delray Beach Community Redevelopment Agency (CRA), establishing a CRA area of 1,858 acres, and 

providing that the CRA be governed by a seven-member Board of County Commissioners appointed by 

the City Council.  City Commission Resolution 47-87, dated November 24, 1987, increased the CRA to 

its current size of 1,961 acres.  The Act requires the establishment of a CRA Plan, approved by the CRA’s 

governing body.  Funding for the CRA is accomplished through tax increment revenues provided by each 

taxing authority (City and Palm Beach County), and expenditures of the CRA must be made in 

accordance with the approved CRA Plan.  

As directed by the Legislative Auditing Committee, we conducted an operational audit of the CRA for the 

period October 2011 through March 2013, and selected actions taken subsequent thereto, and issued 

our report No. 2014-013 in September 2013.  In accordance with State law,2 we performed follow-up 

procedures, as deemed necessary, to determine the CRA’s progress in addressing the findings and 

recommendations contained within that report. 

                                                 
1 Chapter 163, Part III, Florida Statutes. 
2 Section 11.45(2)(j), Florida Statutes. 
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FINDINGS AND RECOMMENDATIONS 

COMPLIANCE WITH THE COMMUNITY REDEVELOPMENT ACT 

Finding 1: Promotional Activities and Socially Beneficial Programs 

Previously Reported   

During the period October 2011 through March 2013, the CRA paid a total of $2,084,183 to various 

nonprofit organizations to fund their operations and for promotional activities or socially beneficial 

programs and contributed $1,070,000 to the City of Delray Beach (City) as a sponsor for tennis 

tournaments.  Neither the CRA Plan (Plan) nor CRA records clearly demonstrated the CRA Board’s 

determination of the extent to which the funds provided to the organizations had been appropriately 

restricted to activities authorized by the Community Redevelopment Act (Act). 

We recommended that, if it is the CRA’s intent to continue funding the noted nonprofit organizations on 

an ongoing basis, the CRA seek guidance from the Attorney General as to whether the use of CRA funds 

for these agreements is allowable under the Act.  Additionally, we recommended that the CRA document 

that these organizations’ use of the funding is restricted to activities authorized by the Act.  

Results of Follow-Up Procedures 

The CRA’s actions did not correct this finding.  On March 11, 2014, the Attorney General issued an 

informal advisory legal opinion reiterating that CRA funds used to pay entities promoting tourism or 

providing socially beneficial programs should be supported by a demonstrated nexus to carrying out 

purposes of the Act.  The opinion also indicated that the Delray Beach CRA should implement more 

thorough documentation procedures to ensure that CRA funds are only used for activities authorized by 

the Act.   

During the period October 2013 through February 2015, the CRA provided funding totaling $1.1 million 

to the City, as a sponsor for the International Tennis Championships, and $1.9 million to seven nonprofit 

organizations, primarily for funding the organizations’ operating expenses and for promotional activities 

or socially beneficial programs.  The CRA revised the application for funding to nonprofit organizations 

to require applicants to indicate what Plan goals and objectives would be met through the funding 

requested.  However, neither the Plan nor other CRA records evidenced the CRA Board’s determination 

that the funds contributed to the City and the seven nonprofit organizations were restricted to activities 

authorized by the Act.  Consequently, it was not apparent how the funding provided constituted an 

appropriate nexus to the purposes of the Act. 

Recommendation: The CRA should document that the City’s and nonprofit organizations’ use 
of the funding is restricted to activities authorized by the Act.  

Follow-up to Management’s Response 

Management stated in the written response that the CRA has consistently documented that the City’s 

and nonprofit organizations’ use of CRA funding is restricted to uses allowed by the Community 
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Redevelopment Act.  However, such documentation was not included with the CRA’s written response 

or evidenced in the CRA records we reviewed. 

Finding 2: Property Leased from the City 

Previously Reported  

The CRA leased property from the City and subleased the property for considerably less than it was 

paying the City, the net effect of which appears to have been a $423,833 subsidy of the City’s operations. 

We recommended that the CRA ensure that any future transactions with the City do not have the effect 

of subsidizing the City’s operations. 

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  The CRA’s lease agreement with the City and related 

subleases expired January 31, 2015, and were not renewed.  As of June 24, 2015, the CRA had not 

entered into any new leases or subleases. 

Finding 3: Support for CRA Expenditures 

Previously Reported  

The CRA’s records did not demonstrate that amounts paid to the City for Project Manager and 

Neighborhood Planner services were appropriate based on the actual time those employees spent on 

CRA-related activities.    

We recommended that, to ensure that CRA funds are used only for allowable purposes, the CRA ensure 

that amounts paid to the City are limited to actual salary expenditures based on actual time spent by 

these employees on CRA-related activities.   

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  During the period October 2013 through February 2015, 

the CRA paid the City $151,202 to fund a portion of the salaries and benefits for Project Manager and 

Neighborhood Planner positions for their work on CRA-related projects.  Our review of these payments 

disclosed that they were based on actual time spent by these employees on CRA-related activities and 

were calculated using actual salary expenditures. 

Finding 4: Ending Balances in CRA Trust Funds 

Previously Reported  

The CRA’s records did not demonstrate compliance with State law3 regarding the disposition of 

unexpended CRA trust fund moneys at year-end.  

We recommended that the CRA document that unused funds have either been obligated for purposes 

authorized by law or return such funds to the taxing authorities. 

                                                 
3 Section 163.387(7), Florida Statutes. 
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Results of Follow-Up Procedures 

The CRA’s actions did not correct this finding.  Pursuant to State law,4 unexpended moneys in the 

CRA trust fund at fiscal year-end must be appropriated pursuant to the Plan for specific redevelopment 

projects that will be completed within 3 years from the date of the appropriation, used to reduce 

indebtedness, placed in escrow to later reduce indebtedness, or returned to the taxing authorities. 

The CRA prepared a spreadsheet that indicated a majority of the 2012-13 fiscal year unexpended 

balances were appropriated to 2013-14 fiscal year specific projects; however, the Board-adopted 

2013-14 fiscal year budget included, for certain projects, estimated costs that were less than those listed 

on the spreadsheet.  Further, although the CRA has routinely appropriated portions of unexpended 

moneys in the CRA trust fund for specific redevelopment projects for completion within 3 years of the 

respective appropriation dates, significant amounts of the appropriations were not used in the applicable 

fiscal year and the CRA did not employ the other options in State law for using the unexpended moneys.  

Also, as discussed in Finding 9, for the 2013-14 and 2014-15 fiscal year budgets, the CRA only included 

a portion of the available fund balance from the prior fiscal year when determining amounts available for 

appropriation, thereby increasing the risk that unexpended CRA trust fund moneys would not be properly 

disposed. 

As shown in Table 1, for the 2008-09 to 2012-13 fiscal years, unused appropriations steadily increased 

from $3.3 million to $8.4 million, and the total unused amounts each fiscal year, including undesignated 

and unassigned fund balances, ranged from $7.3 to $9.7 million. 

Table 1 

Unused Appropriations and Total Unused Amounts 

September 
30 

Ending Fund Balance 
Designated/Assigned 
for Appropriation in 
the Subsequent 

Fiscal Year 

Less:  Amount 
Used in 

Subsequent 
Fiscal Year 

Unused 
Appropriation 

Plus: Ending 
Fund Balance 
Undesignated/ 
Unassigned  Total Unused 

2009  $5,980,620  $(2,723,293)  $3,257,327  $4,450,685  $7,708,012 

2010    5,283,569        (486,637)    4,796,932    2,516,788    7,313,720 

2011    5,019,518  0    5,019,518    2,473,620    7,493,138 

2012    7,528,433  0    7,528,433    2,126,764    9,655,197 

2013    9,615,051    (1,191,387)    8,423,664       951,427    9,375,091 

2014    8,617,254  a  a       535,928  a 

a  The amounts used and unused during the 2014-15 fiscal year were not finalized as of the completion of our 
field work in June 2015. 

Source:  Auditor General calculations based on amounts included in the CRA’s audited financial statements. 

Consequently, CRA records did not demonstrate compliance with State law regarding the disposition of 

unexpended trust fund moneys. 

                                                 
4 Ibid. 
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Recommendation: The CRA should enhance policies and procedures to document that 
unexpended trust fund moneys have either been obligated for purposes authorized by State law 
or returned to the taxing authorities. 

GRANT AND FUNDING ADMINISTRATION 

Finding 5: Business Development Grants 

Previously Reported  

The CRA made some business development grant awards in excess of program guidelines. 

We recommended that the CRA ensure that grant awards are made in accordance with program 

guidelines.  

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  During the period October 2013 through February 2015, 

the CRA made payments totaling $269,827 related to 31 business development grants.  Our test of 

13 business development grants, with payments totaling $222,918, disclosed that the CRA generally 

ensured that grant awards were made in accordance with program guidelines. 

Finding 6: Monitoring of Funding Agreements 

Previously Reported 

The CRA did not adequately monitor funding provided to nonprofit organizations. 

We recommended that the CRA amend funding agreements to require that moneys unexpended, or 

expended for unauthorized purposes, be refunded to the CRA.  Additionally, we recommended that the 

CRA enhance controls over monitoring funding agreements to ensure that required reports are submitted 

and reviewed timely.  We also recommended that the CRA not provide quarterly funding if required 

reports have not been submitted. 

Results of Follow-Up Procedures 

The CRA’s actions partially corrected this finding.  During the period October 2013 through 

February 2015, the CRA provided Achieving Goals Using Impact Driven Evaluation (A-GUIDE) program 

funding totaling $1,462,328 to six nonprofit organizations.  Our review of the CRA’s administration of this 

funding disclosed the following: 

 The A-GUIDE program guidelines limits CRA support to 25 percent of an organization’s total 
operating budget for the year in which the grant is requested, and a transition plan was established 
for entities previously funded at higher levels to reduce such funding.  While neither the program 
guidelines nor other CRA records specified whether the operating budget referred to budgeted 
revenues or expenses, CRA personnel indicated that the CRA funded the organizations based 
on a percent of each organization’s budgeted revenues.  CRA personnel also provided quarterly 
progress reports to the Board that identified an organization’s CRA funding, program budgets, 
and status in reaching its goals.  However, as budgeted and actual revenues and expenses may 
change throughout the year and the Board did not specify the basis for funding the organizations, 
the CRA may not have funded the organizations as the CRA Board intended. 
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 The funding agreements were revised to require organizations to refund CRA moneys expended 
that violated the agreements, and to allow the CRA to reduce funding if an organization’s final 
ending budget was revised below the original budget presented in the application.  However, CRA 
records did not identify the nonprofit organizations’ expenses by funding source or account for 
unexpended CRA moneys, if any, and the funding agreements did not require that unexpended 
moneys be refunded to the CRA. 

Our review of 2013-14 fiscal year financial reports submitted to the CRA disclosed that three of 
the six organizations may not have expended some or all of the CRA funding provided, as shown 
in Table 2: 

Table 2 

CRA Funding 

 

Organization 
CRA Funding 
Provided 

Income in 
Excess of 
Expenses 

Potential 
Unexpended 
CRA Funding 

  Delray Beach Community Land Trust  $200,000   $356,902   $200,000 

  Expanding and Preserving Our Cultural Heritage      86,216     31,289   31,289 

  Puppetry Arts Center of the Palm Beaches      17,542      22,563   17,542 

Source:  CRA Records 

Without records to determine whether unexpended CRA moneys existed and a requirement that 
nonprofit organizations refund unexpended CRA moneys, there is an increased risk that CRA 
funding may be used for unauthorized purposes. 

 The organizations generally filed required reports in a timely manner and the CRA timely reviewed 
them; however, the 2014-15 fiscal year application submitted by one nonprofit organization did 
not include a strategic plan or a financial audit report, contrary to the application requirements.  
Documents provided with the organization’s application included a letter of engagement to 
develop a strategic plan and an engagement letter from a CPA firm to audit the organization’s 
2012-13 fiscal year financial statements with a draft audit report for July 2014.  Following a review 
of the organization’s application, the CRA requested a budget and balance sheet for one location, 
an organizational chart, and a letter stating the timeline for the strategic plan; however, no audit 
report of the financial statements was requested.  Further, instead of submitting an audit report to 
the CRA, the organization provided a compilation report for the 2012-13 fiscal year on  
November 20, 2014.  

Audited financial statements provide assurance regarding the organization’s financial health and 
validity of quarterly information previously provided to the CRA.  Failure to enforce timely 
submission of documentation limits the CRA’s ability to adequately support funding decisions and, 
therefore, may also reduce the CRA’s ability to prevail in claims against the CRA’s funding 
process.   

Recommendation: The CRA Board should clarify the basis for funding nonprofit organizations 
to ensure that funding is consistent with Board intent.  In addition, the CRA should enhance 
procedures to require nonprofit organizations to identify their expenses by funding source, 
document unexpended CRA moneys, and refund unexpended moneys to the CRA.  The CRA 
should also enhance monitoring procedures to verify that program application requirements are 
met. 

Follow-Up to Management’s Response 

Management stated in the written response that the CRA disagrees with the interpretation that there were 

unexpended CRA funds provided to the three organizations included in Table 2 and provided the  
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CRA-funded percentages of budgeted revenues for each of the organizations.  However, the point of our 

finding is that the basis for CRA funding provided to the organizations is not apparent in the CRA’s 

records.  Further, the three organizations did not expend all of the revenues they received and, therefore, 

there were unexpended moneys.  Because the CRA does not fund specific expenditure line items, the 

source of the unexpended moneys is not apparent.  The written response also stated that all CRA funding 

was expended by the three organizations; however, no documentation was included in the CRA’s 

response to evidence that all CRA funding had been expended.   

FRAUD AND ETHICS CONTROLS 

Finding 7: Fraud Policies 

Previously Reported  

The CRA Board had not adopted policies for the mitigation, detection, and reporting of fraud. 

We recommended that the CRA establish fraud policies and procedures that clearly identify actions 

constituting fraud, incident reporting procedures, responsibility for fraud investigation, and consequences 

of fraudulent behavior. 

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  On July 10, 2014, the CRA Board approved revisions to its 

Accounting Policies and Procedures Manual (Manual) to include Section 8.2 for the mitigation, detection, 

and reporting of fraud.  Section 8.2 of the Manual contains information on actions constituting fraud, 

indicates that detected or suspected fraud must immediately be reported to the Executive Director or the 

Assistant Director, assigns responsibility for fraud investigation to the Executive Director or Assistant 

Director, provides that reports may be referred for outside investigation, and addresses consequences 

of fraudulent behavior. 

Finding 8: Statement of Financial Interests 

Previously Reported  

Certain CRA Board members did not timely file statements of financial interests, contrary to State law.5  

We recommended that the CRA ensure that all Board members required to file a statement of financial 

interests are advised of the filing requirements and that the applicable member names and positions are 

communicated to the appropriate coordinator. 

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  On March 26, 2015, the CRA Board approved the revised 

Operations Manual, which provides for local coordinator notification of members required to file a 

statement of financial interests, as well as, verification that members filed the required statements.   

                                                 
5 Section 112.3145(2)(b), Florida Statutes. 
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BUDGETARY CONTROLS 

Finding 9: Budget Preparation 

Previously Reported  

The CRA’s adopted budget did not include all prior year balances brought forward, contrary to State law,6 

and did not reflect the true cost of the Green Market program. 

We recommended that the CRA ensure that all balances brought forward from prior fiscal years are 

included in the adopted budgets for the CRA trust fund.  In addition, we recommended that budgets 

accurately present all direct Green Market program expenditures to provide the CRA Board with accurate 

and complete information from which it can make informed decisions regarding the program. 

Results of Follow-Up Procedures 

The CRA’s actions partially corrected this finding.  In its 2013-14 and 2014-15 fiscal year budgets, 

the CRA presented all direct Green Market program expenditures.  However, contrary to State law,7 in 

preparing these budgets, only a portion of the CRA’s available fund balance was brought forward from 

prior fiscal years when determining the amounts available for appropriations and reserves.  For the 

2013-14 and 2014-15 fiscal year budgets, the CRA did not include fund balance totaling $951,427 and 

$535,928, respectively, from the prior fiscal years.  CRA personnel indicated that the amounts excluded 

from the budgets represented 5 percent reserves for contingencies pursuant to Board policy; however, 

as discussed in Finding 4, balances remaining in the trust fund at fiscal year-end must be appropriated 

for certain specified purposes if those funds are not otherwise used as required by State law.8 

Recommendation:  The CRA should ensure that all balances brought forward from prior fiscal 
years are included in the adopted budgets for the CRA trust fund. 

Finding 10: Budget Overexpenditures 

Previously Reported  

The CRA needed to enhance its budgetary controls to ensure that expenditures are limited to budgeted 

amounts as required by State law. 

We recommended that the CRA enhance budgetary controls to timely amend budgets as necessary to 

ensure that expenditures are limited to budgeted amounts as required by law. 

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  The CRA’s expenditures for the 2013-14 fiscal year did not 

exceed budgeted amounts.    

                                                 
6 Section 189.418(3), Florida Statutes (2013), and Section 189.016(3), Florida Statutes (2014). 
7 Ibid. 
8 Section 163.387(7), Florida Statutes. 
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CASH CONTROLS AND ADMINISTRATION 

Finding 11: Electronic Funds Transfers 

Previously Reported  

The CRA had not entered into agreements with several financial institutions regarding electronic funds 

transfers (EFTs). 

We recommended that the CRA ensure that it has current EFT agreements with each of its financial 

institutions. 

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  In January and February 2015, the CRA executed EFT 

agreements with each of its financial institutions. 

PROCUREMENT OF GOODS AND SERVICES 

Finding 12: Disbursement Processing 

Previously Reported  

The CRA’s disbursement processing controls could be enhanced. 

We recommended that the CRA ensure that written contracts or purchase order forms are used to 

document the authorization of purchases prior to incurring an obligation for payment.  We also 

recommended that the CRA enhance controls over disbursements to ensure that documentation is 

retained to demonstrate the receipt of goods and services prior to payment. 

Results of Follow-Up Procedures 

The CRA’s actions did not correct this finding.  The CRA recorded check disbursements totaling 

$11,947,257 and credit card purchases totaling $61,189 during the period October 2013 through 

February 2015.  Our test of 34 disbursements totaling $106,923 and 30 credit card purchases totaling 

$12,879 disclosed that: 

 Invoices for 3 disbursements totaling $4,560 for software support, a lecture series sponsorship, 
and photography and video services were dated prior to the dates of the purchase orders.   

 For 2 credit card purchases totaling $1,535 for appliances and coffee, CRA records did not 
evidence when the items were received.   

 For an $85 credit card purchase for coffee and a $200 disbursement for Green Market program 
entertainment services, CRA records, such as purchase order forms, did not evidence prior 
approval. 

Absent adequate controls over the purchasing process, fraud or errors could occur and not be timely 

detected. 

Recommendation:  The CRA should enhance controls over disbursements to ensure that written 
contracts or purchase order forms are used to document the authorization of purchases of goods 
and services prior to payment. 
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Finding 13: Competitive Selection Process 

Previously Reported  

The CRA did not always comply with prescribed policies and procedures, or State law, regarding the 

competitive procurement of services. 

We recommended that, for those purchases requiring competitive bids or proposals, the CRA ensure that 

documentation is retained evidencing the date and time bids or proposals are received, as well as, the 

selection committee’s evaluations of bids or proposals.  In addition, we recommended that procedures 

for evaluating bids or proposals for professional services include consideration regarding certified 

minority businesses, as required by State law.  We also recommended that the CRA consider using a 

competitive selection process for acquiring General Counsel services. 

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  We reviewed nine contracts procured during the period 

October 2013 through February 2015 for services that were subject to competitive bid or proposal 

requirements.  The CRA made payments totaling $937,912 for these contracts during that period.  For 

the nine contracts, the CRA retained documentation evidencing the date and time the bids or proposals 

were received, as well as, the selection committees’ evaluations of the bids or proposals.  In addition, the 

CRA considered certified minority businesses for solicitations pursuant to State law9 and documented 

consideration of a competitive selection process for acquiring General Counsel services.   

Finding 14: Credit Cards 

Previously Reported  

The CRA’s controls over the issuance and use of credit cards could be enhanced. 

We recommended that the CRA Board determine whether credit cards should be issued to CRA 

employees; set appropriate limits on transaction amounts and the types of goods and services that can 

be purchased; and implement appropriate policies and procedures regarding the issuance, use, and 

monitoring of credit cards.  In addition, we recommended that such policies and procedures include a 

requirement for each cardholder to sign a statement certifying that he or she accepts the terms and 

conditions set by the CRA on credit card usage. 

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  In July 2014, the CRA Board adopted Section 3.4 of the 

Manual, which provides that a credit card can be issued to CRA Directors (i.e., department heads) at the 

discretion of the Executive Director.  The Manual requires CRA personnel, prior to receiving a credit card, 

to sign a credit card acknowledgement form that includes guidelines for the use of the credit card.    

Our test of 30 credit card purchases totaling $12,879 and made during the period October 2013 through 

February 2015 disclosed that purchases were properly authorized, for allowable purposes, and were 

                                                 
9 Section 287.055(3)(d), Florida Statutes. 
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within established limits; charges were reviewed prior to payment; and credit card users had generally 

signed the required acknowledgement forms.   

Finding 15: Questioned Expenditures 

Previously Reported  

CRA records did not always evidence the public purpose served by expenditures. 

We recommended that the CRA strengthen its procedures to require documentation that expenditures 

serve an authorized public purpose and comply with the CRA Plan and Section 163.387, Florida Statutes.  

In addition, we recommended that such documentation be present in the CRA’s records prior to payment. 

Results of Follow-Up Procedures 

The CRA’s actions partially corrected this finding.  Our audit procedures found that, while the CRA 

made attempts to correct the finding, our tests of CRA records related to 34 disbursements totaling 

$106,923 and 30 credit card purchases totaling $12,879 also found that the authorized public purpose 

for 9 transactions (14 percent) totaling $853 for food, apparel, and decorative items were not documented 

in the CRA records.   

Recommendation:  The CRA should continue efforts to ensure that disbursements and credit card 
purchases are properly documented.  

REAL PROPERTY ACQUISITIONS 

Finding 16: Property Appraisals 

Previously Reported  

The CRA Board had not approved policies and procedures for real property acquisitions and the 

procedures used by the CRA needed to be enhanced to ensure that real property is acquired at the best 

price possible. 

We recommended that the CRA Board adopt written policies and procedures for real property 

acquisitions.  In doing so, we recommended that the CRA Board require that appraisals be acquired for 

all real property acquisitions; at least two appraisals be acquired for acquisitions over a given dollar limit; 

a professional appraisal review be obtained in instances in which two appraisals are widely divergent; 

and the use of sales to nonprofit, governmental, or quasi-governmental entities be discouraged from 

consideration as comparable sales for appraisals obtained. 

Results of Follow-Up Procedures 

The CRA’s actions partially corrected this finding.  The CRA Board approved the CRA Operations 

Manual on March 26, 2015, which provides that “the CRA’s offering price is typically determined based 

upon staff’s knowledge of market conditions, but the sale and purchase agreement will be subject to the 

condition that a real estate appraisal must be completed, which typically occurs during the due diligence 

period.  In cases where adequate sales data is unavailable, an appraisal may be ordered prior to a sale 

and purchase agreement being executed.”  The Operations Manual also requires at least two appraisals 
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for properties costing $500,000 or more.  However, the Operations Manual does not address the use of 

a review appraiser when two appraisals are widely divergent nor does it indicate that appraisals should 

not be determined based on comparable sales to nonprofit, governmental, or quasi-governmental 

entities.   

During the period October 2013 through February 2015, the CRA purchased 11 properties totaling 

$3,421,300.  Our review of records related to the 11 real property acquisitions disclosed that the CRA 

paid amounts in excess of the appraised values for 3 properties.  Specifically, we noted: 

 One property, which required two appraisals, was appraised at $1,430,000 and $1,590,000.  The 
property was purchased for $1,875,000, which exceeded the average appraised value of 
$1,510,000 by $365,000 (19 percent).   

 One property purchased for $365,000 exceeded the appraised value of $346,000 by 
$19,000 (5 percent).   

 One property purchased for $225,000 exceeded the appraised value of $215,000 by 
$10,000 (5 percent).   

Although our review of CRA real property acquisitions did not indicate widely divergent sales comparisons 

or use of sales to nonprofit, governmental, or quasi-governmental entities, the appraisals for these 

properties were acquired after the CRA had negotiated the purchase prices and executed the purchase 

agreements.  The CRA Board approved each of these acquisitions stating that the properties were key 

or critical acquisitions for the CRA.  Absent reliable property appraisals obtained prior to negotiation and 

execution of a purchase agreement, the CRA’s ability to negotiate a fair price for acquired property is 

significantly reduced. 

Recommendation:  The CRA should enhance written policies and procedures for real property 
acquisitions to require that appraisals be obtained prior to the negotiation of a purchase price or 
the execution of the purchase agreement.  In addition, the policies and procedures should require 
the use of a professional appraisal review in instances where two appraisals are widely divergent 
and discourage the use of sales to nonprofit, governmental, or quasi-governmental entities as 
comparable sales for appraisals.   

CONTRACTUAL SERVICES 

Finding 17: Contractual Agreements 

Previously Reported  

The CRA did not have a current written agreement for General Counsel services and some written 

agreements did not contain statutorily required provisions. 

We recommended that the CRA ensure that written contracts are used for all professional services, 

contracts include all required terms and conditions, and payments for contractual services are supported 

by detailed invoices sufficient to allow a determination of contract compliance prior to payment. 
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Results of Follow-Up Procedures 

The CRA’s actions partially corrected this finding.  The CRA approved a 2-year written contract for 

General Counsel services on October 24, 2013.  However, our review of ten other contracts for various 

contractual services during the period October 2013 through February 2015, disclosed that: 

 The CRA entered into three contracts for professional architectural services that did not contain 
statutorily required provisions10 related to the prohibition of contingency fees.  By prohibiting 
contingency fees, contracts establish greater assurance that service providers were selected in a 
fair, equitable, and economic manner. 

 Although the auditors’ contract with the CRA for the 2013-14 fiscal year financial audit included a 
statement that invoices for fees will be rendered each month as work progresses and indicated 
the hourly rates for each position within the firm, it did not include a provision requiring submittal 
of sufficiently detailed invoices, and our tests disclosed an instance in which a CRA payment for 
audit services was not supported by a detailed invoice.  Specifically, the CRA received and paid 
a progress billing invoice for $13,875 for services rendered through November 2014 related to 
the 2013-14 fiscal year audit; however, the invoice did not detail the amount of hours spent and 
applicable hourly rates for the work performed through November 2014.  As such, CRA records 
did not demonstrate that the amount invoiced and paid was in accordance with the contract or 
that the invoices were sufficiently detailed, as required by State law.11  

Recommendation:  The CRA should ensure that contracts include all statutorily required terms 
and conditions and that payments for contractual services are supported by invoices sufficiently 
detailed to allow a determination of contract compliance prior to payment. 

Finding 18: Contract Monitoring 

Previously Reported  

The CRA’s monitoring of compliance with contractual reporting requirements could be enhanced. 

We recommended that the CRA enhance its monitoring procedures to ensure that required reports are 

received and contain all information required by the contract. 

Results of Follow-Up Procedures 

The CRA’s actions did not correct this finding.  Our test of ten interlocal agreements between the 

CRA and the City disclosed deficiencies in the CRA’s compliance monitoring and payment procedures.  

Specifically: 

 One agreement required the CRA to pay the City $50,000 to be disbursed to the Palm Beach 
County School Board for the Eagle Nest Program Project No. 3 at Atlantic High School no later 
than 7 days following the conveyance of the property on which the Eagle Nest House would be 
constructed.  The CRA conveyed the property to the City on April 10, 2014; however, payment 
was not made until January 23, 2015, more than 9 months after the payment was due. 

                                                 
10 Section 287.055(6), Florida Statutes, requires contracts for professional services to contain a prohibition against contingent 
fees stating that the contractor warrants that he/she has not paid anyone other than a bona fide employee working solely for the 
contractor, any fee, commission, or other consideration contingent upon or resulting from the award of the contract. 
11 Section 218.391, Florida Statutes, requires that the procurement of audit services for the financial audit required by Section 
218.39, Florida Statutes, be evidenced by a written contract that includes certain provisions, such as a requirement that invoices 
for fees or other compensation be submitted in sufficient detail to demonstrate compliance with the terms of the contract. 
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 Two agreements for construction and professional services funding required the City, upon receipt 
of project funding from the CRA, to provide the CRA with monthly reports detailing each project’s 
progress.  The reports were to include the contract amount, the amount of funds paid to the 
contractor, the status of the project, and the total of any change orders related to the project.  The 
Project Manager provided monthly status updates for the CRA’s monthly progress report; 
however, CRA records did not evidence that these updates included the amount of the funds paid 
to the contractor or the total change orders related to the project.  

Failure to properly monitor contract terms could result in the CRA making payments in excess of contract 

amounts or for services that were not adequately provided.  Ineffective monitoring may also negatively 

affect the timely and cost-effective completion of CRA projects. 

Recommendation: The CRA should enhance monitoring procedures to ensure that required 
reports contain all information required by the contract.  Additionally, the CRA should ensure that 
payments related to contracts are timely made. 

TRAVEL 

Finding 19: Travel Expenditures 

Previously Reported  

The CRA’s policies and procedures regarding travel expenditures could be enhanced. 

We recommended that the CRA revise Human Resources Policies and Procedures to establish uniform 

mileage reimbursement rates as required by State law12 and to require supervisory approval of travel 

vouchers.  We also recommended that the CRA enhance controls to ensure that all travel 

reimbursements are made in accordance with the CRA’s Human Resources Policies and Procedures 

and State law. 

Results of Follow-Up Procedures 

The CRA’s actions corrected this finding.  The CRA approved revised Human Resources Policies and 

Procedures (Policies and Procedures) in September 2014, establishing uniform mileage reimbursement 

rates in accordance with State law.  Additionally, the CRA revised its travel voucher form to provide for 

supervisory approval.   

During the period October 2013 through February 2015, CRA travel expenditures totaled $9,355.  Our 

test of 14 travel expenditures totaling $1,740 disclosed that travel vouchers were generally prepared in 

accordance with the CRA’s Policies and Procedures and were approved by supervisory personnel.   

OBJECTIVES, SCOPE, AND METHODOLOGY 

Pursuant to Section 11.45(2)(j), Florida Statutes, no later than 18 months after the release of a report on 

the audit of a local government, we must perform appropriate follow-up procedures as we deem 

necessary to determine the audited entity’s progress in addressing the findings and recommendations 

contained within our previous report.  Pursuant to Section 11.45(3)(a), Florida Statutes, we conducted an 

                                                 
12 Section 112.061(14), Florida Statutes. 
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audit of the CRA and issued report No. 2014-013.  The objectives of this audit were to determine the 

extent to which the CRA had taken, or was in the process of taking, actions to address the findings 

included in our report No. 2014-013.  Our audit included transactions, as well as events and conditions, 

occurring during the period October 2013 through February 2015.  

This follow-up audit was conducted in accordance with applicable generally accepted government 

auditing standards.  Those standards require that we plan and perform the follow-up 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.   

An audit by its nature does not include a review of all records and actions of management, staff, and 

vendors, and as a consequence, cannot be relied upon to identify all instances of noncompliance, fraud, 

waste, abuse, or inefficiency.  

For those activities and functions included within the scope of our follow-up audit, our audit work included, 

but was not limited to, communicating to management and those charged with governance the scope, 

objectives, timing, overall methodology, and reporting of our audit; obtaining an understanding of the 

activities and functions; exercising professional judgment in considering significance and audit risk in the 

design and execution of interviews, tests, analyses, and other procedures included in the audit 

methodology; obtaining reasonable assurance of the overall sufficiency and appropriateness of the 

evidence gathered in support of our audit findings and conclusions; and reporting on the results of the 

audit as required by governing laws and auditing standards.    

Our audit included the examination of pertinent CRA records and transactions, inquiry of CRA personnel, 

observation of procedures in practice, and additional procedures as appropriate.  Unless otherwise 

indicated in this report, records and transactions were not selected with the intent of projecting the results, 

although we have presented for perspective, where practicable, information concerning the relevant 

population value or size and quantifications relative to the items selected for examination.  Specifically, 

we: 

 Determined whether the CRA requested an opinion from the Attorney General regarding the use of 
CRA funds in accordance with the Community Redevelopment Act.   

 Reviewed changes to the CRA Plan and the funding program for nonprofit organizations for the 
2013-14 and 2014-15 fiscal years to determine whether the CRA documented that funds provided to 
the City and nonprofit organizations were restricted to activities authorized by the Community 
Redevelopment Act. 

 Determined the status of the property leased from the City and subleased to other organizations.   

 Reviewed the ten agreements with the City and tested all payments made to the City totaling 
$1,428,022 to determine whether funds were used for allowable purposes and whether payments were 
based on actual time and effort by employees and salary expenditures or allocated using a systematic 
and rational approach. 

 Evaluated the disposition of ending balances in the CRA trust fund as of September 30, 2013, and 
2014, for compliance with Section 163.387(7), Florida Statutes. 

 Examined business development grants awarded during the period October 2013 through 
February 2015 to determine compliance with program guidelines.   
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 Reviewed A-GUIDE program (program) funding agreements for the 2013-14 and 2014-15 fiscal years 
to determine whether the agreements had been revised to require that moneys unexpended, or 
expended for unauthorized purposes, be refunded to the CRA.  Examined documentation submitted 
with program applications for funding to determine completeness.  Tested payments totaling $725,504 
made to six nonprofit organizations for the fourth quarter of the 2013-14 fiscal year and first quarter of 
the 2014-15 fiscal year to determine whether payments were made in accordance with the funding 
agreements and applicable program guidelines, including timely receipt of reports from the 
organizations.  Determined whether CRA records evidenced whether unexpended CRA moneys 
remained with the organizations. 

 Determined whether the CRA had established fraud policies and procedures and whether such 
policies and procedures include clearly identified actions constituting fraud, incident reporting 
procedures, responsibility for fraud investigation, and consequences of fraudulent behavior. 

 Evaluated CRA policies and procedures designed to advise individuals of their obligation to file 
statements of financial interests and to notify the appropriate coordinator of applicable individual’s 
names and positions.  Determined whether the six Board members who served during the  
2013 calendar year filed statements of financial interests as required by Section 112.3145(2)(b), 
Florida Statutes.   

 Reviewed the CRA budgets for the 2013-14 and 2014-15 fiscal years to determine whether all 
balances were brought forward from the prior fiscal years and whether all direct Green Market program 
expenditures were accurately presented.  Reviewed budget-to-actual variances for the 2013-14 fiscal 
year to determine whether the CRA overexpended the budget. 

 Determined whether the CRA had executed agreements with the three financial institutions with which 
it did business and reviewed 8 of 31 EFT transactions to determine compliance with the agreements. 

 Tested 34 disbursements totaling $106,923 to determine whether they were adequately supported 
and for allowable purposes. 

 Reviewed nine contracts for the acquisition of goods and services totaling $937,912 that met the 
threshold for use of competitive bids or proposals to determine whether they were competitively 
acquired in accordance with law and evaluated the adequacy of documentation supporting the 
selection process.   

 Determined whether the Board approved the issuance of credit cards to employees and established 
guidance for the use of credit cards.  Reviewed credit card issuances for compliance with CRA policies.  
Tested 30 credit card purchases totaling $12,879 to determine whether the purchases were properly 
authorized, for allowable purposes, and within established limits, and whether the charges were 
reviewed prior to payment. 

 Tested 64 disbursements totaling $119,802 to determine whether the public purpose of the 
expenditure was documented. 

 Determined whether the CRA adopted written policies and procedures for real property acquisitions.  
Tested 11 real property acquisitions totaling $3,421,300 for compliance with CRA policies and 
procedures and good business practices. 

 Reviewed the 2014-15 fiscal year contract for General Counsel services and ten other contracts for 
professional services to determine whether the contract documents contained required provisions.  
Tested 49 contract payments totaling $905,688 to determine whether invoices were sufficiently 
detailed to determine compliance with the contract, payments were made in accordance with contract 
terms, and monitoring procedures were sufficient to ensure that services and required information 
were provided in accordance with contract provisions.   

 Determined whether the CRA revised its travel policy to address mileage rates and to require 
supervisory approval of travel.  Tested 14 travel expenditures totaling $1,740 to determine whether 
expenses were adequately supported and reimbursed in compliance with CRA policies and Section 
112.061, Florida Statutes, and whether travel vouchers were properly approved by the employee’s 
supervisor. 
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 Communicated on an interim basis with applicable officials to ensure the timely resolution of 
issues involving controls and noncompliance. 

 Performed various other auditing procedures, including analytical procedures, as necessary, to 
accomplish objectives of the audit.  

 Prepared and submitted for management response the findings and recommendations that are 
included in this report and which describe the matters requiring corrective actions.  Management’s 
response is included in this report under the heading MANAGEMENT’S RESPONSE. 

AUTHORITY 

Pursuant to the provisions of Section 11.45(2)(j), Florida Statutes, I have directed that this report be 

prepared to present the results of our follow-up procedures regarding findings and recommendations 

included in our report No. 2014-013, operational audit of the Delray Beach Community Redevelopment 

Agency. 

 

Sherrill F. Norman, CPA 

Auditor General 
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