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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To The Honorable Mayor, City Commission and City Manager
City of Hallandale Beach, Florida
We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Hallandale Beach, Florida (the City) as of
and for the year ended September 30, 2016, and the related notes to the financial statements,
which collectively comprise the City’s basic financial statements, and have issued our report
thereon dated December 6, 2017. Our report includes a reference to other auditors who audited
the financial statements of the Police Officers and Firefighters’ Personnel Retirement Trust, as
described in our report on the City’s financial statements. This report does not include the
results of the other auditors’ testing of internal control over financial reporting or compliance and
other matters that are reported on separately by those auditors.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the City’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s
internal control.
Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that have not been identified. However, as described in the accompanying
schedule of findings and questioned costs, we identified certain deficiencies in internal control
that we consider to be material weaknesses and significant deficiencies.
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A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the City’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the deficiencies described in the
accompanying schedule of findings and question costs as items MW 2016-001 and MW 2016002 to be material weaknesses.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that
is less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying schedule of
findings and question costs as items SD 2016-003, SD 2016-004 and SD 2016-005 to be
significant deficiencies.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.
City’s Response to Findings
The City’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. The City’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on it.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the City’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the City’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Fort Lauderdale, FL
December 6, 2017
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE;
AND REPORT ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY THE UNIFORM GUIDANCE

To The Honorable Mayor, City Commission and City Manager
City of Hallandale Beach, Florida

Report on Compliance for Each Major Federal Program
We have audited the City of Hallandale Beach, Florida’s (the City) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct
and material effect on the City’s major federal programs for the year ended September 30, 2016.
The City’s major federal programs are identified in the summary of auditors’ results section of
the accompanying schedule of findings and questioned costs.
Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.
Auditors’ Responsibility
Our responsibility is to express an opinion on compliance for the City’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards
and the Uniform Guidance require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the City’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the City’s
compliance.
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Opinion on the Major Federal Programs
In our opinion, the City complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended September 30, 2016.
Other Matters
The results of our auditing procedures disclosed an instance of noncompliance, which is required
to be reported in accordance with the Uniform Guidance and which is described in the
accompanying schedule of findings and questioned costs as item MW 2016-006. Our opinion on
each major federal program is not modified with respect to this matter.
The City’s response to the noncompliance finding identified in our audit is described in the
accompanying corrective action plan. The City’s response was not subjected to the auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.
Report on Internal Control Over Compliance
Management of the City is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the City’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control
over compliance.
A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.
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Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that have not been identified.
We identified a deficiency in internal control over compliance, as described in the accompanying
schedule of findings and questioned costs as item MW 2016-006, that we consider to be a
material weakness.
The City’s response to the internal control over compliance finding identified in our audit is
described in the accompanying corrective action plan. The City’s response was not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.
The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal controls over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.
Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance
We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information (with the exception of
the Police Officers’ and Firefighters’ Trust which was audited by another auditor) of the City as
of and for the year ended September 30, 2016, and the related notes to the financial statements,
which collectively comprise the City’s basic financial statements. We issued our report thereon
dated December 6, 2017, which contained unmodified opinions on those financial statements.
Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements.
The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the
Uniform Guidance and is not a required part of the basic financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. The information has
been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial or to the basic
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of
expenditures of federal awards is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

Fort Lauderdale, FL
December 6, 2017
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

Federal Grantor/
Pass-Through Grantor/
Program Title

Federal
CFDA
Number

U.S. Department of Housing and Urban Development
Pass-Through Program from:
Broward County Community Development Division:
Community Development Block Grants - Entitlement Grants Cluster
41st Year CDBG – Friends of the Hepburn Center
After School Tutorial Enrichment Program
14.218
40th Year CDBG Public Works Improvement Project
14.218
14.218
41st Year CDBG Public Works Improvement Project
Total U.S. Department of Housing and Urban Development
U.S. Department of Transportation
Federal Highway Administration
Pass-Through Program from:
Florida Department of Transportation
Highway Planning and Construction Cluster
Total U.S. Department of Transportation
U.S. Department of Justice
Direct:
Bulletproof Vest Partnership 2014
Bulletproof Vest Partnership 2015
COPS Hiring Program 2015
Federal Equitable Sharing Funds
Subtotal direct programs
Pass-Through Broward Sheriff's Office:
Edward Byrne Justice Assistance Grant- 2013
Edward Byrne Justice Assistance Grant- 2014
Subtotal indirect programs
Total U.S. Department of Justice
U.S. Department of Homeland Security
Direct:
Assistance to Firefighters Grant (non-cash award)
Subtotal direct programs
Federal Emergency Management Agency:
Pass-Through State of Florida Division of
Emergency Management
Hazard Mitigation - Northeast Drainage Project
Emergency Food & Shelter National Board Program
Subtotal indirect programs
Total U.S. Department of Homeland Security
Total Expenditures of Federal Awards

Grant/
Contract
Number

N/A
N/A
N/A

Federal
Expenditures

$

94,354
106,999
55,145
256,498

20.205

ART15

266,061
266,061

16.607
16.607
16.710
16.922

N/A
N/A
2015UMWX0169
FL0060400

5,486
6
65,978
43,262
114,732

16.738
16.738

2013-DJ-BX-0369
2014-DJ-BX-0394

18,373
11,714
30,087
144,819

97.044

EMW‐2014‐FR‐00210

298,570
298,570

97.039
97.024

11HM-3B-11-16-02-006
N/A

75,272
2,947
78,219
376,789
$ 1,044,167

N/A = Not available

See accompanying notes to schedule of expenditures of federal awards.
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CITY OF HALLANDALE BEACH, FLORIDA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

NOTE 1 - BASIS OF PRESENTATION
The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal grant activity of the City of Hallandale Beach, Florida (the City) under programs of
the federal government for the year ended September 30, 2016. The information in this
Schedule is presented in accordance with the requirements of the Title 2 U.S. Code of
Federal Regulations, Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of the City, it is not intended to and does
not present the financial position, changes in net position or cash flows of the City. The
City’s reporting entity is defined in Note 1 of the City’s basic financial statements. All
federal awards received directly from federal and state agencies, as well as amounts passed
through other government agencies are included in the accompanying schedule of
expenditures of federal awards.

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported on the Schedule are reported on the modified accrual basis of
accounting for grants which are accounted for in the governmental fund types and on the
accrual basis of accounting for grants which are accounted for in the proprietary fund types.
Such expenditures are recognized following the cost principles contained in Title 2 U.S.
Code of Federal Regulations, Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, wherein certain types of
expenditures are not allowable or are limited as to reimbursement, except for the Equitable
Sharing programs for Justice and Treasury which follow, Guide to Equitable Sharing for
Foreign Countries and Federal, State, and Local Law Enforcement Agencies. Pass-through
entity identifying numbers are presented where available.

NOTE 3 – INDIRECT COST RATE
The City has elected not to use the 10-percent de minimis indirect cost rate allowed under
the Uniform Guidance.
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CITY OF HALLANDALE BEACH, FLORIDA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

I – PRIOR YEAR FINANCIAL STATEMENT FINDINGS AND STATUS
The following addresses the status of financial statement findings reported in the fiscal year
ended September 30, 2015 Schedule of Findings and Questioned Costs.
MATTERS THAT ARE REPEATED
QUESTIONED COSTS


IN THE

OF

FINDINGS

AND

2014-001 – Internal control over financial close and reporting (modified and repeated as
MW 2016-001; MW 2016-002; SD 2016-003 and SD 2016-004)

MATTERS THAT ARE NOT REPEATED
QUESTIONED COSTS


ACCOMPANYING SCHEDULE

IN THE

ACCOMPANYING SCHEDULE

OF

FINDINGS

AND

2014-002 – Bank Reconciliations

II – PRIOR YEAR FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
The following addresses the status of federal award findings reported in the fiscal year ended
September 30, 2015 Schedule of Findings and Questioned Costs.
MATTERS THAT ARE REPEATED
QUESTIONED COSTS

IN THE

ACCOMPANYING SCHEDULE

OF

FINDINGS

AND

None.
MATTERS THAT ARE NOT REPEATED
QUESTIONED COSTS


IN THE

ACCOMPANYING SCHEDULE

OF

FINDINGS

AND

2015-001 – Federal Equitable Sharing Program, CFDA No. 16.922
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION I – SUMMARY OF AUDITORS’ RESULTS
Financial Statements
Type of auditors’ report issued:
Internal control over financial reporting:
Material weakness(es) identified?
Significant deficiency(ies) identified not considered
to be material weaknesses?

Unmodified Opinion
X

Yes

No

X

Yes

None Reported

Non-compliance material to financial statements noted?

Yes

X

No

Federal Awards Programs
Internal control over major awards programs:
Material weakness(es) identified?
Significant deficiency(ies) identified not considered
to be material weakness(es)?

X

Yes
Yes

Type of auditors’ report issued on compliance for major
awards Programs:

No
X

None Reported

Unmodified Opinion

Any audit findings disclosed that are required to be reported
in accordance with CFR 200.516(a)?

X

Yes

No

Identification of major federal programs:
Federal Program or Cluster

CFDA No.

Highway Planning and Construction Cluster

20.205

Community Development Block Grants –
Entitlement Grants Cluster

14.218

Dollar threshold used to distinguish between
Type A and Type B programs:

$750,000

Auditee qualified as low-risk auditee?

Yes

X

No
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS
Material Weaknesses
MW 2016-001 Internal Control over Financial Close and Reporting – Review and
Reconciliation
Criteria
Prudent policies include a formal closing process with supervisory Finance Department
personnel being responsible for the review of transactions and balances recorded – this includes
implementing a year-end closing checklist assigning responsibility for completing the procedures
to specific City personnel. Timeliness of closing procedures is crucial to providing accurate
accounting data and financial information including interim and year-end financial statements.
Condition
During the course of our audit procedures there were numerous auditor and City adjusting
journal entries to correct account balances which resulted in 61 total entries during the audit. The
most significant auditor adjusting journal entries are noted below:







reclassifications between general fund receivables and due from other governments in the
amount of $838,000,
misallocation of investments between funds required adjustments of $1,130,000 of cash
and $667,000 of investments between funds,
unearned revenue was overstated by $371,000 and due from other governments was
overstated by $265,000 in the Grants Fund,
prior period adjustments were recorded in the grant administration fund in the amount of
$366,000 due to overstatement of unearned revenue,
accounts receivable in the general liability trust fund was overstated by $143,000,
benefit payments and investment income in the excess benefit plan fund were overstated
by $279,000.

In addition, the City provided the auditors with trial balances for different funds at multiple
points throughout the audit making it difficult for the auditor to record entries provided by the
City when multiple funds were impacted as some funds had the entries already reflected at the
time they were provided. This caused delays in figuring out how entries should be recorded to
ensure that the City’s numbers agreed with what the auditors had in their system. As part of the
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Material Weaknesses (continued)
MW 2016-001 Internal Control over Financial Close and Reporting – Review and
Reconciliation (continued)
Condition (continued)
City’s response to our recommendation from the prior year related to this repeated finding, an
analysis was performed by the City. As a result, the most significant entries that the City
provided us after their analysis were the following:






$488,000 for property erroneously recorded as governmental activity capital assets that
belonged to the HBCRA as assets held for resale,
equipment in governmental activity capital assets was understated by $263,000,
HBCRA Hallandale Opportunity Project revenues in the general fund were misstated by
$371,000 due to recording of the revenue in the Grant Fund,
Police outside services revenue in the Police Outside Services Fund was overstated by
$221,730,
prior period adjustments were recorded for developer fee revenue recorded in the Grant
Fund intended for the HBCRA fund in the amount of $300,000.

In many instances, schedules requested in our initial request letter were not readily available at
the commencement of our audit engagement and/or not accurate and reconciled to the general
ledger; some reconciliations for the closing process were not performed. The result was delays in
producing financial reports needed by management and the auditors whereby the auditors had to
prepare entries and adjust schedules that City personnel prepared. Our last auditor adjusting
journal entry occurred eleven months after the fiscal year end.
Cause
Lack of a sufficient/timely closing process and development of formal year-end closing
procedures.
In addition, other causes of the entries recorded are due to a lack of:


a review process for service agreements recorded in the grant fund and supporting
documents for the sale of capital assets to determine the nature of the transaction for
proper reporting,
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Material Weaknesses (continued)
MW 2016-001 Internal Control over Financial Close and Reporting – Review and
Reconciliation (continued)
Cause (continued)


a review process of expenditures/expenses to determine if there are any significant
unrecorded capital assets and adequate internal control and policies and procedures over
the tracking, monitoring, reconciliation, and accounting of transactions incurred for assets
held for resale.

Effect
Multiple account balances were not properly stated prior to performing the necessary closing
procedures causing the auditors to incur a significant amount of time proposing entries and
assisting the City in adjusting schedules. This resulted in a total of 61 entries provided by the
City, some of which were proposed by the auditors.
Recommendation
We recommend that a detailed general ledger account analysis of all accounts be performed on a
monthly or quarterly basis (in a timely manner) and reviewed by supervisory Finance
Department staff to ensure accurate recording of transactions. Finance Department supervisory
personnel should also perform an analytical review of account balances with the prior year and
/or budget balances prior to closing the books and records to facilitate determining if significant
variances exist, the reasons that support the variance, and if any adjustments are required. We
believe that the year-end closing process could be expedited by developing a logical order for
closing procedures dictated by a checklist and assigning responsibility for completing the
procedures to specific City personnel. We further recommend that City personnel responsible for
the books and records and approval of journal entries consult with their auditors in a timely
manner or others for unusual or difficult to record transactions prior to recording in the City’s
books and records especially given the complexities associated with certain accounting
standards.
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Material Weaknesses (continued)
MW 2016-001 Internal Control over Financial Close and Reporting – Review and
Reconciliation (continued)
Views of Responsible Officials and Planned Corrective Action
See accompanying Corrective Action Plan
MW 2016-002 Assets Held For Resale - HBCRA
Criteria
Expenditures incurred in a governmental fund to acquire property that is intended to be resold,
should not be reported as an expenditure in the current year. These properties should be
capitalized and reported as Assets Held for Resale at both the fund level and the governmentwide level. These properties should not be presented as capital assets as it is not the HBCRA’s
intent to retain these properties and do not meet the criteria for capital assets under U.S. GAAP.
In order to properly value each property that is split, a reasonable methodology should be used to
allocate the cost of each property.
Condition
During our audit of assets held for sale and capital assets, significant audit adjustments were
required to properly present the account balances.



the beginning balance of assets held for resale was restated and increased by $488,000 to
adjust for in-fill housing erroneously recorded to capital assets in the prior year,
assets held for resale was understated by an aggregate amount of $1,332,000 due to
various adjustments proposed by the City based on auditor inquiry of the details provided
during the audit process that impacted loss on sale of assets, investment earnings and
capital outlay.

In addition, it was noted that the City’s properties held for sale are tracked in an excel
spreadsheet by folio number. However, we noted instances where certain parcels of land were
split in which the related costs were not allocated between the parcels using a reasonable
methodology
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Material Weaknesses (continued)
MW 2016-002 Assets Held For Resale – HBCRA (continued)
Cause
A lack of adequate internal control and policies and procedures over the tracking, monitoring,
reconciliation, and accounting of transactions incurred for assets held for resale resulted in
inaccurate financial reporting in both the City and the HBCRA financial statements.
Effect
The net effect of the adjustments described above amounted to an increase of $1,820,000 to
assets held for resale and a decrease of $488,000 to capital assets of the HBCRA. Although
considered immaterial during the audit, the recalculation of individual gains or losses on the sale
of certain properties were misstated due to misallocation of cost between properties that were
split. This could potentially result in significant misstatements related to the gain/loss of assets
held for resale at the time a sale is recorded.
Recommendation
We recommend that the City and HBCRA improve internal controls over the acquisition and
record keeping process for assets held for resale. The City and the HBCRA should review
property records for all property owned by each entity to ensure they are properly titled and
recorded. In addition, the City should have a procedure in place to properly allocate costs when
properties are split in order to ensure each individual property’s value is in accordance with the
City’s accounting policy for assets held for resale and U.S. GAAP.
Views of Responsible Officials and Planned Corrective Action
See accompanying Corrective Action Plan.
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Significant Deficiencies
SD 2016-003 Grants Administration
Criteria
Proper administration of the grant fund is imperative to ensure compliance with grant
agreements, OMB Uniform Guidance and Chapter 10.550, Rules of the Auditor General of the
State of Florida, which requires that the schedule of expenditures of federal awards and state
financial assistance (SEFA) be complete and accurate and agree or reconcile to the financial
statements.
Condition
During the audit of the Grant Fund, we had difficulties reconciling grant revenue schedules to
the general ledger due to the fact that developer agreements unrelated to grant activity are also
tracked in the Grant Fund. In addition, the grant activities were not reconciled timely resulting
in multiple versions of the schedule being provided. Consequently, there were 18 adjusting
journal entries to correct revenues in the Grant Fund:




certain programs that were being considered as cost-reimbursement grants were not costreimbursement grants causing overstatement of revenues for those programs resulting in
an overstatement of revenue of $243,000, unearned revenue of $428,000 and due from
other governments of $230,000,
a prior period adjustment was recorded for developer fee revenue recorded in the Grant
Fund in error in the amount of $300,000.

We noted that the City does not have adequate procedures in place to track developer agreements
and, as a result, management had difficulties determining restricted fund balance amounts related
to developer agreements.
Cause
Lack of communication between the finance department and program managers to ensure they
adhere to accounting policies related to compliance and financial reporting standards; lack of a
review process by the Finance Department of grant activity tracking schedules prepared by
program managers; and lack of adequate internal controls over the accounting for developer
agreements.
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Significant Deficiencies (continued)
SD 2016-003 Grants Administration (continued)
Effect
Inadequate internal controls over the administration of the grant fund could result in
over/underreported amounts presented on the SEFA and non-compliance with OMB Uniform
Guidance and Chapter 10.550, Rules of the Auditor General of the State of Florida. For more
information on our findings related to the preparation of the SEFA, refer to item MW 2016-006
in Section III - Federal Awards Findings and Questioned Costs.
The lack of adequate internal controls over the accounting for developer agreements resulted in a
prior period adjustment noted above.
Recommendation
We recommend that the Finance Department continue to design and implement centralized
financial controls and procedures to ensure that information reported to the grantor is accurate,
complete, agrees to the underlying records and is prepared in accordance with OMB Uniform
Guidance and Chapter 10.550, Rules of the Auditor General of the State of Florida. We also
recommend that the City establish a separate fund for the tracking of developer agreements so
that the activity is separate from grant related activity in the general ledger. This will mitigate the
risk of misstatement of revenues and fund balances for grants and developer agreements.
Views of Responsible Officials and Planned Corrective Action
See accompanying Corrective Action Plan.

SD 2016-004 HBCRA Program Loans
Criteria
The aged loan receivables detail, issued loans report and loan payments report should be
reconciled to the general ledger and loan information maintained by the HBCRA in order to
ensure that all loans are properly monitored and reported.
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Significant Deficiencies (continued)
SD 2016-004 HBCRA Program Loans (continued)
Condition
During our audit, it was noted that there were material inconsistencies between the issued loans
report, loan payments report and aged loan receivables detail at year-end. When the auditor
reviewed the information on the reports using the prior year balance, the reconciliation did not
agree to the loan balance at year-end.
Cause
Lack of adequate internal control over the processing and reconciling of the loan transactions.
Effect
As a result of the condition identified, we noted that the HBCRA had understated their loans
receivable by approximately $101,000 and the related allowance for doubtful accounts by
$84,000.
Recommendation
We recommend that the HBCRA improve internal controls over the tracking, monitoring and
record keeping process for loans issued to residents and City businesses. The HBCRA should
maintain up-to-date records for loans and reconcile the amounts reported in their AutoPal system
to the general ledger and other related reports.
Views of Responsible Officials and Planned Corrective Action
See accompanying Corrective Plan.
SD 2016-005 Inadequate Tracking of HBCRA Internal Balances
Criteria
The HBCRA should have adequate internal controls in place to ensure proper tracking of internal
balances and that the repayment of obligations to the City have a clear audit trail. In addition,
procedures should be in place to ensure Inter-local Agreements (ILA) and Memorandum of
Understandings (MOU) between the HBCRA and the City for services provided to the HBCRA
by the City are paid in full when payments are due to ensure compliance with such agreements.
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Significant Deficiencies (continued)
SD 2016-005 Inadequate Tracking of HBCRA Internal Balances (continued)
Condition
During our audit of the HBCRA’s internal balances and ILA/MOU‘s for services provided by the
City to the HBCRA, it was noted that:


2015 MOU/ILA invoices totaling approximately $452,000 were not paid when due on
December 31, 2015 as stipulated in the agreements. These invoices were paid on
February 4, 2016 per our review of journal entries and corresponding bank statements.



2016 MOU/ILA invoices totaling $1,500,000 were not paid when due on December 31,
2016 as stipulated in the agreements. As of our report date, these invoices have not been
paid.



During 2016, MOU payments that were required to be invoiced to the HBCRA on a
quarterly basis were invoiced on an annual basis. As a result, no quarterly payments were
made as stipulated in the agreements and the HBCRA was invoiced once in October 2016
to be paid by December 31, 2016.



At year end September 30, 2014, approximately $8,600,000 was “Due to the City”
relating to a negative pooled cash position in the HBCRA due to the opening of a
separate HBCRA bank account opened in response to a prior year audit findings that
funds were being commingled and out of compliance with Section 163.387, Florida
Statutes. During the year ended September 30, 2015, $6,100,000 was paid back to the
City with the intention of paying the remaining amount in fiscal year 2016. However,
there was no evidence of repayment of the remaining $2,500,000 owed which was
outstanding as of September 30, 2016.

In addition to the findings mentioned above, we noted that partial payments were made to pay
down amounts “Due to the City” from time to time without proper tracking of the individual
invoices received by the City. This made it difficult for management to determine the makeup of
the remaining balances owed to the City during the audit process.
Cause
Lack of internal control over proper tracking of the HBCRA’s internal balances. Lack of internal
control over timely payment and compliance of ILA/MOU agreements.
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION II – FINANCIAL STATEMENT FINDINGS (CONTINUED)
Significant Deficiencies (continued)
SD 2016-005 Inadequate Tracking of HBCRA Internal Balances (continued)
Effect
Inadequate tracking of the HBCRA’s internal balances resulted in untimely payments for
services provided by the City to the CRA which resulted in noncompliance with the related
ILA/MOU agreements, nonpayment of $2,500,000 owed to the City for transactions that
occurred in fiscal year 2014, and difficulties experienced by management determining the
makeup of the HBCRA’s internal balances.
Recommendation
We recommend that the HBCRA pay off their internal balances “Due to the City” and design and
implement internal controls to ensure proper tracking of internal balances. We further
recommend that the HBCRA establish a process whereby MOU/ILA agreements are paid in full
when due to ensure compliance with such agreements.
Views of Responsible Officials and Planned Corrective Action
See accompanying Corrective Action Plan.
SECTION III – FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS
Material Weakness / Noncompliance
MW 2016-006 Preparation of the SEFA
Criteria
OMB Uniform Guidance requires that the schedule of expenditures of federal awards (SEFA)
agree or be reconciled to the financial statements and that the SEFA should be accurately
prepared. Non-cash awards should be presented in the SEFA as an expenditure in the period the
award was received.
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CITY OF HALLANDALE BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2016

SECTION III – FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS (CONTINUED)
Material Weakness / Noncompliance (continued)
MW 2016-006 Preparation of the SEFA (continued)
Condition
During our audit, the City provided us with adjustments to grant related expenditures which
triggered a single audit due to aggregate expenditures of federal awards of more than $750,000.
These adjustments were discovered approximately seven months after fiscal year-end.
Cause
Lack of adequate and timely internal controls over compliance due to inadequate communication
between the finance department and the program manager.
Effect
The expenditures reported on the initial SEFA were understated by $298,000 due to a noncash award received by the U.S. Department of Homeland Security not being
considered. This resulted in total expenditures of federal awards to be under the $750,000
threshold to be subject to single audit. As a result, we began performing our single
audit procedures approximately seven months after fiscal year end.
Recommendation
We noted that the omitted information in the initial SEFA was discovered by the City during
their analysis of grant activity for the year in response to a prior year finding related to grant
administration. We recommend that the City continue to monitor grant activity to avoid any
omitted information in the future to ensure the City is in compliance with OMB Uniform
Guidance.
Views of Responsible Officials and Planned Corrective Action
See accompanying Corrective Action Plan.
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MANAGEMENT LETTER IN ACCORDANCE WITH THE RULES OF THE
AUDITOR GENERAL OF THE STATE OF FLORIDA

To The Honorable Mayor, City Commission and City Manager
City of Hallandale Beach, Florida

Report on the Financial Statements
We have audited the financial statements of the City of Hallandale Beach, Florida (the City) as
of and for the year ended September 30, 2016, and have issued our report thereon dated
December 6, 2017. We did not audit the financial statements of the Police Officers’ and
Firefighters’ Personnel Retirement Trust, which represents 63%, 66% and 55%, respectively, of
the assets, fund balance/net position, and revenues/additions of the aggregate remaining fund
information.
Auditors’ Responsibility
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements of Federal Awards (Uniform Guidance); and Chapter
10.550, Rules of the Auditor General.
Other Reports and Schedules
We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting
and Compliance and Other Matters based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards; Independent Auditors’ Report on Compliance
for Each Major Federal Program; Report on Internal Control over Compliance; and Report on the
Schedule of Expenditures of Federal Awards Required by the Uniform Guidance; Schedule of
Findings and Questioned Costs; Summary Schedule of Prior Audit Findings; and Independent
Accountants’ Report on an examination conducted in accordance with AICPA Professional
Standards, AT-C Section 315, regarding compliance requirements in accordance with Chapter
10.550, Rules of the Auditor General. Disclosures in those reports and schedules, which are
dated December 6, 2017 should be considered in conjunction with this management letter.
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Prior Audit Findings
Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the
preceding annual financial audit report. Corrective actions have been taken to address findings
and recommendations made in the preceding annual financial audit report except as noted below
under the heading Prior Year Findings and Recommendations.
Tabulation of Uncorrected Audit Findings

Current Year Finding #
Modified and repeated as MW 2016-001; MW 2016-002;
SD 2016-003 and SD 2016-004

2014 – 2015
FY Finding #

2013 – 2014
FY Finding #

2014-001

2014-001

Official Title and Legal Authority
Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and
legal authority for the primary government and each component unit of the reporting entity be
disclosed in this management letter, unless disclosed in the notes to the financial statements. The
City has made these disclosures in the notes to the financial statements.
Financial Condition
Sections 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, require that we apply
appropriate procedures and report the results of our determination as to whether or not the City
has met one or more of the conditions described in Section 218.503(1), Florida Statutes, and
identification of the specific condition(s) met. In connection with our audit, we determined that
the City did not meet any of the conditions described in Section 218.503(1), Florida Statutes.
Pursuant to Sections 10.554(1)(i)5.c. and 10.556(8), Rules of the Auditor General, we applied
financial condition assessment procedures. It is management’s responsibility to monitor the
City’s financial condition, and our financial condition assessment was based in part on
representations made by management and the review of financial information provided by same.
Our assessment was performed as of the fiscal year end.
Annual Financial Report
Sections 10.554(1)(i)5.b. and 10.556(7), Rules of the Auditor General, require that we apply
appropriate procedures and report the results of our determination as to whether the annual
financial report for the City for the fiscal year ended September 30, 2016, filed with the Florida
Department of Financial Services pursuant to Section 218.32(1)(a), Florida Statutes, is in
agreement with the annual financial audit report for the fiscal year ended September 30, 2016. In
connection with our audit, we determined that these two reports were in agreement.
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Special District Component Units
Section 10.554(1)(i)5.d., Rules of the Auditor General, requires that we determine whether or not
a special district that is a component unit of a county, municipality, or special district, provided
the financial information necessary for proper reporting of the component unit, within the
audited financial statements of the county, municipality, or special district in accordance with
Section 218.39(3)(b), Florida Statutes. In connection with our audit, we determined that all
special district component units provided the necessary information for proper reporting in
accordance with Section 218.39(3)(b) Florida Statutes.
Other Matters
Section 10.554(1)(i)2., Rules of the Auditor General, requires that we address in the management
letter any recommendations to improve financial management. In connection with our audit, we
did have a recommendation to improve financial management noted as item MLC 2016-01 in
Appendix A.
Section 10.554(1)(i)3., Rules of the Auditor General, requires that we address noncompliance
with provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to
have occurred, that have an effect on the financial statements that is less than material but which
warrants the attention of those charged with governance. In connection with our audit, we
identified such noncompliance noted as items MLC 2016-02 and MLC 2016-03 in Appendix A.
Purpose of this Letter
Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, Federal and other granting agencies, the City Commission and applicable
management, and is not intended to be and should not be used by anyone other than these
specified parties.

Fort Lauderdale, FL
December 6, 2017
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CITY OF HALLANDALE BEACH, FLORIDA
APPENDIX A – CURRENT YEAR RECOMMENDATIONS TO IMPROVE FINANCIAL
MANAGEMENT
FOR THE YEAR ENDED SEPTEMBER 30, 2016

MLC 2016-001 – MISALLOCATION OF RESTRICTED DEBT PROCEEDS
Observation
During our audit of the City’s investments, we noted that restricted investments related to the OB
Johnson Project, General Obligation Bonds and Capital Improvement Bonds were being
commingled into one custodial account that also included general purpose unrestricted
investments. Although the funds were commingled, we noted that the City’s investment
consultant provides the City with separate statements for each of the restricted investments.
During the audit of investments, we inquired about differences noted in the audit schedules
provided. Upon investigation performed by management, it was discovered that the statements
provided by the investment consultants were not allocating the investments properly by project.
As a result, new statements were provided to the City and delays were experienced on receiving
certain related audit schedules and an adjustment of $1,312,000 to investments between funds
was recorded to correct the allocation of restricted amounts.
Recommendation
Although the misallocation of restricted funds was subsequently corrected, commingling such
funds with unrestricted funds in one custodial account increases the risk of misappropriation or
improper use of funds. We recommend that the City move their restricted investments into
individual custodial accounts and reconcile the statements to the general ledger on a monthly
basis to ensure proper tracking of restricted unspent debt proceeds.
Views of Responsible Officials and Planned Corrective Actions
The City issued the Series 2016 General Obligation Bonds, and the Capital Improvement
Refunding Revenue Bonds in June 2016. Following the closing of the bond transactions in July
2016, the City obtained bids for investment custodial services. The bids requested were for four
separate custodial accounts versus the current single custody account for diverse investment
funds. After the bids were received, a recommendation was made by staff and approved by the
City Commission to change investment account custodians. The four new custody accounts
were established as of December 1, 2016.
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CITY OF HALLANDALE BEACH, FLORIDA
APPENDIX A – CURRENT YEAR RECOMMENDATIONS TO IMPROVE FINANCIAL
MANAGEMENT
FOR THE YEAR ENDED SEPTEMBER 30, 2016

MLC 2016-002 – NONCOMPLIANCE WITH CITY INVESTMENT POLICY
Observation
Due to the implementation of GASB Statement No. 73, Accounting and Financial Reporting for
Pensions and Related Assets that are not within the Scope of GASB Statement 68, and
Amendments to Certain Provisions of GASB Statements 67 and 68, investments related to the
Professional/Management Retirement Plan’s (the Plan) excess benefit plan are required to be
reported as assets of the City and not in the Plan’s pension trust fund. Approximately $5.9M of
investments in the excess benefit plan are invested in domestic and international equity
investment funds and as a result, are not in compliance with the City’s investment policy.
Recommendation
We recommend that the City consult with the City’s investment consultant to either move the
investments to ones allowable under the City’s current investment policy or amend their policy
to include those in the excess benefit plan.
Views of Responsible Officials and Planned Corrective Actions
The City will perform a review of the Excess Benefit Plan during the first quarter of FY 17/18
and determine the most appropriate treatment of its investments to ensure compliance with the
City’s investment policy.

MLC 2016-003 – NONCOMPLIANCE WITH REPORTING DEADLINES
Observation
Due to an ongoing forensic audit related to the HBCRA, the City did not submit their annual
financial report to the Florida Department of Financial Services nor did they submit their audited
financial statements to the State of Florida Auditor General by June 30, 2017 as required by
Florida Statutes. In addition, the City did not submit their audited financial statements and
compliance reports in accordance with the OMB Uniform Guidance to the Federal Audit
Clearinghouse as required by June 30, 2017.
Recommendation
We recommend that the City submit the necessary reports to the agencies mentioned above to
ensure compliance with Florida Statutes and the Uniform Guidance.
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CITY OF HALLANDALE BEACH, FLORIDA
APPENDIX A – CURRENT YEAR RECOMMENDATIONS TO IMPROVE FINANCIAL
MANAGEMENT
FOR THE YEAR ENDED SEPTEMBER 30, 2016

MLC 2016-003 – NONCOMPLIANCE WITH REPORTING DEADLINES (CONTINUED)
Views of Responsible Officials and Planned Corrective Actions
The issuance of the City's annual financial audit report has been delayed by an on-going forensic
audit of the Hallandale Beach Community Redevelopment Agency ("HBCRA") commissioned
by the Hallandale Beach City Commission, acting in their capacity as the Board of Directors for
the HBCRA. The forensic audit commenced in February 2017 and is examining the financial
relationship between the HBCRA and the City of Hallandale Beach for the past six fiscal years to
determine the propriety of financial controls and expenditures.
At the time the forensic audit was commissioned, the City's annual independent audit was in
progress. We were advised by our current independent auditors, Marcum LLP, that they would
not issue the City's audit for the fiscal year ending September 30, 2016 until the forensic audit
was complete, as it may affect the relevant financial statements. The forensic auditors, Foodman
&Associates, PA, were originally to complete their work by September 30, 2017. However, due
to the complexity and scope, it required additional time.
As the audits progressed, the City worked diligently to ensure a prompt conclusion. The delay in
issuance of the CAFR and the annual financial report was taken very seriously by the City and
City staff worked with the parties involved to get both audits completed, the CAFR issued, and
this situation resolved as quickly as possible. We do not anticipate this situation recurring in the
future.
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE PURSUANT TO
SECTION 218.415 FLORIDA STATUTES
To The Honorable Mayor, City Commission and City Manager
City of Hallandale Beach, Florida
We have examined the City of Hallandale Beach, Florida’s (the City) compliance with Section
218.415 Florida Statutes during the year ended September 30, 2016. Management is responsible
for the City’s compliance with those requirements. Our responsibility is to express an opinion on
the City’s compliance based on our examination.
Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standards require that we plan and
perform the examination to obtain reasonable assurance about whether the City complied, in all
material respects, with the specified requirements referenced above. An examination involves
performing procedures to obtain evidence about whether the City complied with the specified
requirements. The nature, timing, and extent of the procedures selected depend on our judgment,
including an assessment of the risks of material noncompliance, whether due to fraud or error.
We believe that the evidence we obtained is sufficient and appropriate to provide a reasonable
basis for our opinion.
Our examination does not provide a legal determination on the City’s compliance with specified
requirements.
Our examination disclosed material noncompliance with the aforementioned requirements
applicable to the City during the year ended September 30, 2016. The noncompliance is related
to investments that were not in accordance with the City’s investment policy. For more
information related to the noncompliance, refer to item MLC 2016-002 in Appendix A of the
accompanying Management Letter In Accordance With the Rules of the Auditor General of the
State of Florida.
In our opinion, except for the material noncompliance described in the preceding paragraph, the
City complied, in all material respects, with the aforementioned requirements for the year ended
September 30, 2016.
This report is intended solely to describe our testing of compliance with Section 218.415 Florida
Statutes and it is not suitable for any other purpose.

Fort Lauderdale, Florida
December 6, 2017
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