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LETTER TO MANAGEMENT 

 I. CURRENT YEAR FINDINGS AND RECOMMENDATIONS

 2008-1 Significant Adjustment

Condition: We noted during our audit that the City had not recorded the retainage 
payables withheld from vendors on each of the construction progress 
billings.

Criteria:  Criteria provided by GASB Interpretation 6, paragraph 5 to address the 
accrual of fund liabilities are as follows (a) liabilities that are generally 
recognized when due; (b) liabilities that are recognized when they are 
“normally expected to be liquidated with expendable available 
resources”, or (c) liabilities that have no specific accrual modifications.  
Retainage is part of a completed portion of the projects however are 
withheld due to statutory and contractual requirements and therefore 
meets the first accrual criteria. 

Cause of Condition: The City uses strict method of modified accrual basis wherein payables 
are recorded only when expected to be liquidated within 60-90 days. 

Effect of Condition: Understatement of expenditures and liabilities. 

Recommendation: We recommend that the City record the retainage payable due to 
significance of the amount involved. 

Management Comments

 Historically, the City has recorded retainage for its Enterprise Funds at the end of each fiscal 
year. Purchase order encumbrances are not recognized in Enterprise Funds at the end of the 
fiscal year, but are recognized in governmental type funds.  Accordingly, for governmental-type 
funds, we have always considered retainage as part of outstanding encumbrances at year end; 
and consequently, part of fund balance reserve.  In fiscal year 2008, all contracts for the Road 
Bond Construction Fund (a governmental-type fund) were covered by purchase orders; when we 
were informed by our auditors that we needed to record retainage for these contracts, we 
immediately did so.  And we have taken the necessary steps in this fiscal year, through our 
automated accounts payable system, to ensure that all retainage be recorded and adjusted with 
every subsequent contract payment.   
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II. STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS 

 None 

III. COMPLIANCE WITH THE PROVISIONS OF THE AUDITOR GENERAL OF THE STATE OF 
FLORIDA

1. Unless otherwise required to be reported in the auditors’ report on internal control over financial 
reporting and on compliance and other matters or schedule of finding and questioned costs, the 
management letter shall include, but not be limited to a statement as to whether or not 
corrective actions have been taken to address significant findings and recommendations in the 
preceding annual financial audit report pursuant to Rule 10.557(3)(b)2.  There were no 
significant findings and recommendations made in the preceding annual financial audit report 
for the fiscal year ended September 30, 2007. 

2. The City of Margate complied with Section 218.415, Florida Statutes, regarding the investment 
of public funds. 

3. There was a significant finding and recommendation to improve the City’s financial 
management, accounting procedures, and internal control for the fiscal year ended September 
30, 2008, see finding 2008-01. 

4. There were no violations of laws, regulations, contracts or grant agreements, or abuse that 
have occurred, or were likely to have occurred, that have an effect on the determination of 
financial statement amounts that is less than material but more than inconsequential. 

5. Based on our professional judgment,  we may report on the following matters that are 
inconsequential to the financial statements, considering both quantitative and qualitative 
factors: (a) violations of laws, regulations, contracts or grant agreements or abuse that have 
occurred, or were likely to have occurred, and (b) control deficiencies that are not significant 
deficiencies, including, but not limited to (1) improper or inadequate accounting procedures 
(e.g., the omission of required disclosures from the financial statements); (2) failure to properly 
record financial transactions; and (3) inaccuracies, shortages, defalcations, and instances of 
fraud discovered by, or that come to the attention of the auditor.  In connection with our audit, 
we did not have any such findings. 

6. The City of Margate, Florida was established as authorized by Chapter 30962, Laws of Florida, 
Acts of 1955.  The City operates under a Commission / City Manager form of government.  The 
City is financially independent as evidenced by the authority to make and approve its own 
budget, the power to tax, the authority to buy and sell property, and the authority to incur debt.  
The City has two component units (one blended and one discretely presented) which are 
disclosed in the notes to the financial statements. 
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7. The City of Margate has not met one or more of the conditions described in Section 218.503(1), 
Florida Statutes. 

8. The annual financial report filed with the Florida Department of Financial Services pursuant to 
Section 218.32(1) (a), Florida Statutes agrees with the September 30, 2008 financial audit 
report. 

9. We applied financial condition assessment procedures pursuant to Rule 10.556 (7) to assess 
the financial condition of the City.  While the City does not currently meet any of the financial 
emergency conditions defined by Section 218.503, Florida Statutes, we believe that the results 
of the financial indicators shows that the City’s overall financial condition is showing signs of 
deterioration which, if not corrected, could result in a future financial emergency.  The two most 
significant factors that contributed to the deteriorating financial condition are the declining 
operating results of the water and wastewater utilities fund in the past three years and a 
significant increase in the ratio of debt service to the City’s population due to the issuance of 
general obligation bonds in fiscal year 2007.  The declining results of operations in the water 
and wastewater utilities fund are being mitigated by increases in the water and wastewater 
rates effective January 1, 2009. 





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


