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MCDIRMIT /7 DAVIS

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

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

The Honorable Mayor and City Commissioners
City of Winter Springs, Florida

We have audited the basic financial statements of the City of Winter Springs, Florida, as of and
for the year ended September 30, 2005, and have issued our report thereon dated January 6,
2006. We conducted our audit in accordance with 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.

Internal Control Over Financial Reporting - In planning and performing our audit, we
considered the City of Winter Springs, Florida’s internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the basic financial
statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all
matters in the internal control over financial reporting that might be material weaknesses. A
material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over financial reporting
and its operation that we consider to be material weaknesses.

Compliance and Other Matters - As part of obtaining reasonable assurance about whether the
City of Winter Springs, 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 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 that are required to be
reported under Government Auditing Standards. However, we noted certain immaterial instances
of noncompliance that we have reported to management of the City of Winter Springs, Florida, in
a separate letter and dated January 6, 2006.
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This report is intended solely for the information and use of management, the City Commission
and the Auditor General of the State of Florida, and is not intended to be, and should not be used
by anyone other than these specified parties.

MeDiarmit Dowia & Company, LLE

January 6, 2006
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MCDIRMIT /7 DAVIS

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO THE MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

The Honorable Mayor and City Commissioners
City of Winter Springs, Florida

Compliance
We have audited the compliance of the City of Winter Springs, Florida with the types of

compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement, that are applicable to the major federal program for the year
ended September 30, 2005. The City of Winter Springs’ major federal program is identified in the
summary of auditor’s results section of the accompanying Schedule of Findings and Questioned
Costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to
its major state project is the responsibility of the City of Winter Springs, Florida management. Our
responsibility is to express an opinion on the City of Winter Springs, Florida compliance based on
our audit.

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
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards, and OMB Circular A-133 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 City of Winter Springs,
Florida 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. Our audit does not provide a legal determination on the City of Winter
Springs, Florida compliance with those requirements.

In our opinion, the City of Winter Springs, Florida, complied, in all material respects, with the
requirements referred to above that are applicable to its major federal program for the year ended
September 30, 2005.
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Internal Control Over Compliance

The management of the City of Winter Springs, Florida is responsible for establishing and
maintaining effective intemal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered the City of Winter Springs, Florida internal control over compliance with requirements
that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and
report on internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the intemal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that noncompliance with applicable requirements of
laws, regulations, contracts and grants that would be material in relation to a major state program
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the internal control
over compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of management of the City, the Auditor
General of the State of Florida and federal awarding agencies and is not intended to be and
should not be used by anyone other than these specified parties.

TDivmit Dowia & Lompoarug LLC

January 6, 2006
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CITY OF WINTER SPRINGS, FLORIDA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended September 30, 2005

Pass-through

Federal Grantor/Pass-through Federal Entity Federal
Grantor/Program title CEDA No. Number Expenditures

U. S. Department of Homeland Security:
Federal Emergency Management Agency

Public Assistance Grants 97.036 - $1,828,321
U.S. Federal Emergency Management
Agency:
Assistance to Firefighters Grant 83.554 - 43,950

U.S. Department of Agriculture:
Natural Resources Conservation Service
Watershed Protection and Flood
Protection Grant 10.904 - 348,496

U. S. Department of Justice:
Office of Community Oriented Policing

Services-
Homeland Security Overtime
Program 16.710 - 4779
Universal Hiring Award 16.710 - 91,5631

Office of Justice Programs-
Local Law Enforcement Block

Grant 16.592 - 5,569
Total U.S. Department of Justice 101,879

U.S. Department of the Interior:
Pass-through program from Florida
Department of Environmental Protection

Land and Water Conservation

Program 15.916 12-00442 200,000
Total expenditures of federal awards $2,522,646

See accompanying Notes to Schedule of Expenditures of Federal Awards.
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CITY OF WINTER SPRINGS, FLORIDA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended September 30, 2005

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of the City of Winter Springs, Florida and is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of, the basic financial statements.
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CITY OF WINTER SPRINGS, FLORIDA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS -
FEDERAL AWARDS

Year Ended September 30, 2005

A. Summary of Auditor's Findings

1.

The auditor's report expresses an unqualified opinion on the financial statements of the
City of Winter Springs, Florida.

No instances of noncompliance material to the financial statements of the City of Winter
Springs, Florida were disclosed during the audit.

The auditor's report on compliance for the major federal award for the City of Winter
Springs, Florida, expresses an unqualified opinion.

. The program tested as major program included the following:

Federal Program CFDA No.
U.S. Department of Homeland Security Public
Assistance Grant 97.036

The threshold for distinguishing Type A and Type B programs/projects was $500,000 for
major federal awards.
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MCDIRMIT /// DAVIS

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

MANAGEMENT COMMENTS

The Honorable Mayor and City Commissioners
City of Winter Springs, Florida

In planning and performing our audit of the basic financial statements of the City of Winter
Springs, Florida, for the year ended September 30, 2005, we considered its internal control to
determine our auditing procedures for the purpose of expressing our opinion on the basic
financial statements and not to provide assurance on internal control. The following findings
and recommendations, which resulted from our consideration of internal control, are submitted
to assist in improving procedures and controls. In addition, this report includes other
disclosures required by Rules of the Auditor General, State of Florida.

We conducted our audit in accordance with 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. We have issued our
Report on Compliance and Internal Control over Financial Reporting, in accordance with
Government Auditing Standards, Report on Compliance and Internal Control over Compliance in
accordance with OMB Circular A-133, and Schedule of Findings and Questioned Costs.
Disclosures in those reports and schedule, which are dated January 6 2006, should be
considered in conjunction with this management letter.

This management letter is intended solely for the information of the City of Winter Springs, Florida
and management, and the State of Florida Office of the Auditor General and federal awarding
agencies and is not intended to be and should not be used by anyone other than those specified
parties.

TDinrrit Dowta & Comporug LLC

January 6, 2006
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A. Status of Prior Year Comments

1. Bond Compliance
As noted in the previous year comments, the City has not met the requirement that
at least 85% of the Improvement Refunding Revenue Bonds, Series 1999,
proceeds be expended within three years of the issue date of July 8, 1999. At
September 30, 2004, approximately 80% of the bond proceeds had been spent.
Recommendation
We recommend that the City continue to invest remaining proceeds only at a yield
restricted to bond yield rate and commit to spend the remaining proceeds as soon
as possible.
Corrective Action
The City only spent $41,970 in 2005, and still has not met the 85% requirement.
Therefore, we will repeat this comment under current year comments.

B. Current Year Comments
1. Bond Compliance

As noted under prior year comments, the City still has not met the requirement to
spend 85% of Improvement Refunding Revenue Bonds, Series 1999.

Recommendation

We recommend that the City continue to invest remaining proceeds only at a
yield restricted to bond yield rate and commit to spend the remaining proceeds
as soon as possible.

Comments Required by the Rules of the Auditor General

1. The financial report filed with the Department of Banking and Finance
pursuant to Section 218.32(1)(b), Florida Statutes, is in agreement in all
material respects with the annual financial audit report for the same
period.

2. The City has not met any of the conditions described in Section
218.503(1) Florida Statutes.

3. The City of Winter Springs, Florida was created by the Laws of Florida
59-1614. There were no component units identified by the City.

4, The City of Winter Springs, Florida has complied with Section 218.415,
Florida Statutes, regarding the investment of public funds.

5. As required by the Rules of the Auditor General, Section 10.554 (g)(6)c
and 10.556(8), we applied financial condition assessment procedures.

133



CITY OF WINTER SPRINGS, FLORIDA

1126 EAST STATE ROAD 434
WINTER SPRINGS, FLORIDA 32708-2799
Telephone (407) 327-1800

March 15, 2006

McDirmit, Davis & Company, LLC
605 E. Robinson Street, Suite 635
Orlando, Fiorida 32801

Dear Sir or Madam:

Your management comment related to fiscal year ended September 30, 2005 was well received by
both the City Manager and the Finance Department. The comment represents an opportunity for
improvement, which will be pursued in fiscal year 2006. Below is our response to your management
comment as required by the Rules of the Auditor General of the State of Florida.

Bond Compliance

We concur with the recommendation. Funds have been in essence “yield restricted” due to the low
investment rate environment, but we realize this environment is quickly changing. Construction
delays unfortunately have come into play; however, the City is committed to spending the remaining
bond proceeds as soon as possible and will make every effort to do so. The attached letter from
Kipton Lockeuff, Utility/Public Works Director, dated January 30, 2008, explains in detail the reasons
for project delays as well as the timeframe for spending the bond proceeds.

Sincerely,
W W Ine fM lehuiiy e
Ronald W. MclLemore Michelle Greco

City Manager Finance Director

134



CITY OF WINTER SPRINGS, FLORIDA

1126 EAST STATE ROAD 434
WINTER SPRINGS, FLORIDA 32708-2799
Telephone (407) 327-1800
Utility / Public Works Fax (407) 327-6695

Department

January 30, 2006

TO: Michelle Greco, CPA, Finance Director

VIA: Ronald W. McLemore, City Manager //

FROM: Kipton Lockcuff, P.E. Utility/Public Works Director / %
RE: Status 1999 Construction & 2000 Construction Funds

The 1999 Construction Fund remains open primarily due to the long design/construction
timeframe of the Village Walk project also known as the 434 Improvements Project. Much of
this is outside the control of the City due to it being a Seminole County managed FDOT project.

This project was one of the primary uses for the 1999 Construction Fund bond proceeds.
However, the City was able to obtain substantial financial participation from FDOT and we
reallocated the remaining funds to the Town Center Trail and Magnolia Park projects. We did
not want to expend those funds until such time as the Village Walk was completed to our
satisfaction. The 434 Improvement Project was substantially complete as of December 2005 and
we are preparing to bid the Town Center Trail Project this quarter. The Magnolia Park will likely
not be completed until the FY 2006/2007 budget due to wetlands issues that are being worked
through.

The remaining 2000 Construction Fund (Utility) proceeds will largely be expended this fiscal year
with the exception of the Spine Road and 434 Water Main projects which should be completed in
early 2007. The Well #4 project is underway and Utility/Public Works Compound will be under
construction by April 2006 with the $1,979,656 allocated for this project expended by the end of
this fiscal year.

File
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