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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MA TIERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Honorable Mayor, Vice Mayor, Town Council Members and Town Administrator 
Town of Southwest Ranches, Florida 

We have audited the fmancial statements of the governmental activities , each major fund and 
the aggregate remaining fund information of Town of Southwest Ranches, Florida (the "Town"), 
as of and for the year ended September 30, 2009, which collectively comprise the Town of 
Southwest Ranches , Florida's basic financial statements and have issued our report thereon dated 
March 31, 2010. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to fmancial audits contained 
in Government Auditing Standards, issued by the Comptroller General of the United States. 

Internal Control over Financial Reporting 

In planning and performing our audit, we considered the Town of Southwest Ranches , 
Florida's internal control over fmandal reporting as a basis for designing our auditing procedures 
for the purpose of expressing an opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of Town of Southwest Ranches, Florida's internal 
control over financial reporting. Accordingly , we do not express an opinion on the effectiveness 
of Town of Southwest Ranches , Florida's internal control over financial reporting. 

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control deficiency, 
or combination of control deficiencies, that adversely affects Town of Southwest Ranches , 
Florida's ability of initiate, authorize, record, process or report financial data reliably in 
accordance with generally accepted accounting principles such that there is more than a remote 
likelihood that a misstatement of Town of Southwest Ranches, Florida's financial statements that 
is more than inconsequential will not be prevented or detected by Town of Southwest Ranches , 
Florida's internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more that a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by Town of Southwest Ranches , Florida's internal control. 

Our consideration of internal control over fmancial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all deficiencies 
in internal control that might be significant deficiencies or material weaknesses . We did not 
identify any deficiencies in internal control over financial reporting that we consider to be 
material weaknesses , as defined above. 

1 



Town of Southwest Ranches, Florida 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Town of Southwest Ranches, 
Florida's basic financial statements are free of 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 basic 
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 an instance of noncompliance that is required to be reported under 
Government Auditing Standards, which is described in the Schedule of Findings and 
Recommendations as item 200 1-3. 

We noted certain matters that we reported to Town management in the Schedule of Findings 
and Recommendations on pages 6 through 8. 

This report is intended solely for the information and use of Town management, members of 
the Town Council and the Florida Auditor General, and is not intended to be and should not be 
used by anyone other than these specified parties. 

Fort Lauderdale, Florida 
March 31,2010 
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INDEPENDENT AUDITORS' REPORT TO TOWN MANAGEMENT 

To the Honorable Mayor, Vice Mayor, Town Council Members and Town Administrator 
Town of Southwest Ranches, Florida 

We have audited the basic financial statements of Town of Southwest Ranches, Florida (the 
"Town"), as of and for the year ended September 30, 2009, and have issued our report thereon 
dated March 31, 2010. 

We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to fmancial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States_ We have issued our 
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 and Schedule of Findings and Recommendations. Disclosures in 
that report and schedule, which are dated March 31, 2010, should be considered in conjunction 
with this management letter. 

Additionally, our audit was conducted in accordance with Chapter 10.550, Rules of the 
Auditor General, which governs the conduct of local governmental entity audits performed in the 
State of Florida_ This letter includes the following information, which is not included in the 
aforementioned auditors' report or schedule: 

Section 1O,554(1)(i)1., Rules of the Auditor General, requires that we determine whether or 
not corrective actions have been taken to address fmdings and recommendations made in the 
preceding annual financial report. The recommendations made in the preceding annual fmancial 
report have been corrected except 2001-3, 2006-1, 2006-2, and 2008-2 as noted in the Schedule 
of Findings and Recommendations. 

Section 10,554(1)0)2., Rules of the Auditor General, requires our audit to include a review of 
the provisions of Section 218.415., Florida Statutes, regarding the investment of public funds . In 
connection with our audit, we determined that the Town of Southwest Ranches, Florida complied 
with Section 218.415, Florida Statutes. 

Section 1O,554(1)(i)3., Rules of the Auditor General, requires that we address in the 
management letter any recommendations to improve fmancial management, accounting 
procedures, and internal controls. In connection with our audit, our recommendations to improve 
financial management are included in the Schedule of Findings and Recommendations on pages 6 
through 8. 

Section 1O.554(1)(i)4., Rules of the Auditor General, requires that we address violations of 
provisions of contracts or grant agreements or abuse that have an effect on the financial 
statements that is less than material but more than inconsequential. In connection with our audit, 
we did not have any such findings. 
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Town of Southwest Ranches, Florida 

Section 1O.554(1)(i)5., Rules of the Auditor General, provides that the auditor may, based on 
professional judgment, report the following matters that have an inconsequential effect on 
financial statements, considering both quantitative and qualitative factors: (1) violations of 
provisions of contracts or grant agreements, fraud, illegal acts, or abuse, and (2) control 
deficiencies that are not significant deficiencies. In connection with our audit, we did not have 
any such findings. 

Section 1O.554(1)(i)6., 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 
Town of Southwest Ranches, Florida was incorporated on June 6,2000. The Town does not have 
any component units. 

Section 10. 554(1)(i)7 .a., Rules of the Auditor General, requires a statement be included as to 
whether or not the local governmental entity 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 Town did not meet any of the conditions 
described in Section 218.503(1), Florida Statutes. 

Section 1O.554(1)(i)7.b., Rules of the Auditor General, requires that we determine whether 
the annual financial report for the Town for the fiscal year ended September 30, 2009, filed with 
the Florida Department of Financial Services pursuant to Section 218.32(1)(a), Florida Statutes, is 
in agreement with the annual fmancial audit report for the fiscal year ended September 30, 2009. 
In connection with our audit, we determined that these two reports were in agreement. 

Pursuant to Sections 1O.554(1)(i)7.c. and 10.556(7), Rules of the Auditor General, we applied 
financial condition assessment procedures. It is management's responsibility to monitor the 
Town'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. 

Pursuant to Chapter 119, Florida Statutes, this management letter is a public record and its 
distribution is not limited. Auditing standards generally accepted in the United States of America 
require us to indicate that this letter is intended solely for the information and use of management, 
and the Florida Auditor General, and is not intended to be and should not be used by anyone other 
than these specified parties. 

Fort Lauderdale, Florida 
March 31, 2010 

4 



TOWN OF SOUTHWEST RANCHES, FLORIDA 
SCHEDULE OF FINDINGS AND RECOMMENDATIONS 

September 30, 2009 

PRIOR YEAR INTERNAL CONTROL COMMENTS AND RECOMMENDATIONS 

The following is a summary of the status of prior year findings and recommendations with 
the details directly below the summary: 

Noncompliance: 
200 1-3 Expenditures Incurred over Appropriations 

Other Matters: 
2006-1 Capital Assets Inventory 
2006-2 Accounting Procedures Manual 
2008-1 Review of Bank Reconciliations 
2008-2 Tree Inventory 
2008-3 Pooled Cash Account 

NONCOMPLIANCE: 

2001-3 Expenditures Incurred Over Appropriations 

Condition: 

Implemented 

x 
X 

Partially 
Implemented 

x 

Not 
Implemented 

x 

X 

X 

In accordance with the 2001 Florida Statutes Title XII Chapter 166.241(3) and the Town 
Charter Section 3.09, a municipality's budget must regulate expenditures and it is unlawful for any 
officer of a municipal government to expend or contract for expenditures in any fiscal year except 
in pursuance of budgeted appropriations. The Town's expenditures exceeded appropriations by 
various Departments of all funds except for the Capital Project Fund. 

Recommendation: 

We recommend that the Town comply with the Florida Statutes regarding compliance with 
budgeted appropriations. If expenditures exceed appropriations, then the Town should amend the 
budget for supplemental appropriations by ordinance or resolution, as appropriate. 

Status: 

The Town has not implemented this recommendation. For the year ended September 30, 
2009, the Town exceeded its budget for the administrative services and public works departments, 
debt service and transfers out in the General Fund. 

Management's Response: 

The budget to actuals will be reviewed at year end in order to determine if a budget 
amendment needs to be adopted within 60 days following the end of the fiscal year. During fiscal 
year 2009/10, the Town will implement procedures to ensure compliance with budgeted 
appropriations. These steps will include reorganization of the Department's support resources and 
other steps, as necessary. 
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TOWN OF SOUTHWEST RANCHES, FLORIDA 
SCHEDULE OF FINDINGS AND RECOMMENDATIONS 

September 30, 2009 

OTHER MATTERS: 

2006-1 Capital Assets 

We previously noted that the Town did not perform an annual physical inventory of capital 
assets. We recommended that periodic physical counts of property, especially removable 
equipment items, be taken and compared to the detailed capital asset subsidiary ledger. We also 
recommended affixing identifying tags with numbers as assigned in the subsidiary ledger to aid in 
making this comparison. The Town did perform a physical inventory of removable equipment in 
January 2009. We recommend that the Town continue implementing this recommendation by 
performing the following: 

• Tag all removable equipment with a value of $1,000 or greater. 

• Reconcile the physical count to the capital asset subsidiary ledger. 

• Develop and adopt written policies and procedures to ensure fixed assets are 
properly monitored and accounted for. Such policies should include strict 
guidelines for tracking equipment and real property acquired with grant funding. 
The property control system should provide for identification of federal, state or 
local percentage of participation in the acquisition of equipment and real property. 

Management's Response: 

The Town will endeavor to complete this process. The Finance Administrator has started 
on the real property acquired by grant funding. 

2006-2 Develop an Accounting Procedures Manual 

We previously noted that the Town does not have an accounting procedures manual. 
Written procedures, instructions and assignments of duties will prevent or reduce 
misunderstandings, errors, inefficient or wasted effort, duplicated or omitted procedures and other 
situations that can result in inaccurate accounting records or untimely fmancial reports. A well
devised accounting manual can also help to ensure that all similar transactions are treated 
consistently, that accounting principles used are proper and that records are produced in the form 
desired by management. A good accounting manual should aid in the training of new contracted 
employees and possibly allow for delegation to other employees of some accounting functions 
management currently performs. 

We recognize that the preparation of the manual will be a very time-consuming task so that 
implementation may take several years. However, we believe that action should be taken by the 
Town to establish priorities and a timetable for the completion of the manual. 

Management's Response: 

This is a time consuming project. The Town has started this project but priorities need to be 
assigned and a time table established. The Town may need to utilize outside resources to complete 
this task. 
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TOWN OF SOUTHWEST RANCHES, FLORIDA 
SCHEDULE OF FINDINGS AND RECOMMENDATIONS 

September 30, 2009 

OTHER MATTERS (continued): 

2008-02 Tree Inventory 

During our testing of tree inventory, we noted that year end physical inventory was again 
not performed. The Town should implement procedures to perform year-end counts that would 
allow them to properly state their tree inventory, tree sales and expenses on an annual basis. In 
addition, a significant discrepancy in the counts that were performed subsequent to year end from 
September 30, 2008 and 2009 occurred. We recommend that the Town perform an annual 
inventory count at fiscal year end in order to verify actual existence and classification of tree 
inventory. In addition, we recommend that the Town review and look for ways to strengthen its 
controls over tree sales. 

Management's Response: 

In the past, the responsibility for the tree inventory was given to the vendor that managed 
the nursery. For the current year and going forward, the Town will have an independent count of 
the tree inventory performed by someone other than the vendor who manages the nursery for 
accountability . 

CURRENT YEAR INTERNAL CONTROL COMMENTS AND RECOMMENDATIONS 

2009-01 Personnel Manual and Employee Files 

During our audit we noted that the Town does not have a personnel manual and that some 
employees were not familiar with some basic Town personnel policies and procedures. We 
recommend that an employee or personnel manual be developed, distributed to employees, and 
periodically updated as necessary. A comprehensive and up-to-date personnel manual can help 
communicate, and encourage adherence to, Town policies; prevent possible confusion, inconsistent 
treatment, or misunderstandings among personnel; and provide a measure of liability protection to 
the Town in case of employee legal challenges of Town actions. We recommend that the Town 
have its legal counsel review a draft of the handbook before it is distributed to employees. 
Finally, we believe that employees should be required to sign an acknowledgment that they have 
received and read the handbook. 

During the audit, we also noted that personnel files are not being kept current and in some 
instances were incomplete. Comprehensive personnel files compile data for all employees in one 
area. We recommend that the following items be in an employee's personnel file and be 
maintained by an individual who does not have payroll preparation responsibilities: 

• Signed and dated application of employment. 
• Form 1-9 Employment Eligibility Verification. 
• Date of hire. 
• Approved pay rate (updated as changes occur). 
• Signed W -4 form. 
• Insurance and other benefits election forms. 
• Beneficiary designation form. 
• Employee's current address and phone number. 
• Next of kin's or other emergency contact's name, address, and current daytime 

phone number. 
• Employee evaluations. 
• Benefit election forms for terminated or retired employees. 
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TOWN OF SOUTHWEST RANCHES, FLORIDA 
SCHEDULE OF FINDINGS AND RECOMMENDATIONS 

September 30, 2009 

CURRENT YEAR INTERNAL CONTROL COMMENTS AND RECOMMENDATIONS 
(continued) 

2009-01 Personnel Manual and Employee Files (continued) 

Management's Response: 

The personnel manual is currently with our attorneys for the final reading. We expect to 
be able to give the manual to all employees within the month. The employee files have been 
looked at and gone over. There was only one employee with documents missing and that has been 
corrected. In addition, the human resource function will be given a new oversight in the 
organization. 

2009-02 Local Government Financial Reporting Requirements 

Public Depositor Annual Report - Each public depositor shall confirm annually that public 
deposit information as of the close of business on September 30 has been provided by each 
qualified public depository and is in agreement with public depositor records. The annual report 
(Form DFS-JI-l009) shall be submitted not later than November 30 to the Chief Financial Officer 
of the State of Florida. If a public depositor does not comply with this requirement on each public 
deposit account, the protection from loss provided in Florida Statute 280.18 is not effective as to 
that public deposit account. The Public Deposit Annual Report due in November 2009 was not 
filed in a timely manner. We recommend that this report be filed in a timely manner in order to 
ensure protection from loss. 

Annual Financial Report - Each local governmental entity is required to submit to the 
Florida Department of Financial Services a copy of its audit report and an annual financial report 
within 45 days after the completion of the audit report but no later than 12 months after the end of 
the fiscal year. Failure to file in a timely manner can result in the Legislative Auditing 
Committee directing the Department of Revenue and the Department of Financial Services to 
withhold any funds not pledged for debt service satisfaction which are payable to such entity until 
the entity complies with the law. The 2007-08 audit report was not received by the Auditor 
General in a timely manner. We recommend that this report be filed in a timely manner in order 
to ensure that the State does not withhold any payments to the Town. 

Management's Response: 

The Finance Administrator was not aware of the filing of the Public Depositor Annual 
Report until the auditor made her aware of it. This report will be filed timely in the future. 

This was the first year that the Annual Financial Report had to be filed electronically. The 
report was compiled on line on time but there was no electronic signature for the report. The 
submit button was never pushed so the report was not timely filed. The Town now has an 
electronic signature and this issue will not occur in the future. 
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