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January 31, 2002

The Honorable Mayor, Members of
the Village Council, and Residents
of the Village of PAm Springs

The Department of Finance is pleased to present the Village's Comprehensive Annua Financial Report (CAFR)
for the fiscal year ended September 30, 2001. This report provides full financial disclosure to assist our resi-
dents and other users of this report in making economic, social, and politica decisons.

The CAFR has been prepared in accordance with the Village Charter, Florida State Statutes, and generally ac-
cepted accounting principles for governments.  Sole responsibility for both the accuracy of the presented data
and the completeness and fairness of the presentation, including all disclosures, rests with the Village.

This CAFR is organized in four sections: introductory, financial, statistical and compliance.

The introductory section includes this letter of transmittal, the Government Finance Officers Associa-
tion (GFOA) Certificate of Achievement, the Village organizationa chart, and a list of principa offi-
cials.

The financial section includes the general-purpose financia statements and the combining and individ-
ual fund and account group financial statements and schedules, as well as the auditors report on these fi-
nancia statements and schedules.

The statistical section presents tables and additional data that provide financia, social, demographic
and historica trend information for an overdl view of the fiscal capacity of the Village.

The compliance section includes the report of the independent auditors on compliance and on interna
control over financia reporting in accordance with Government Auditing Standards, and the manage-
ment |etter.

The Village of PAm Springs is a full-service municipality providing public safety services (police, fire and ad-
vanced life support), a public library, parks and recreation facilities and activities, sanitation and recycling ser-
vices, water and sewer services, road and street maintenance, and beautification, as well as general government
support services.

The financid reporting entity includes all the funds and account groups of the primary government (the Village
of Pam Springs, as legally defined), aswdll as al of its component units in accordance with GASB Codification
of Governmental Accounting and Financial Reporting Standards, Section 2100. “ Defining the Reporting En-
tity.” Component units are legally separate entities for which the primary government is financially accountable
and for which the nature and significance of their relationship with the primary government are such that exclu-
sion would @use the Village's combined financiad statements to be mideading or incomplete. The primary
government is considered financially accountable if it gppoints a voting majority of an organization's governing
body and imposes its will on that organization. The primary government may also be financially accountable if
an organization is fiscally dependent on the primary government regardless of the authority of the organization’s
governing board. Based on the application of the criteria set forth by GASB, management has determined that
no component units exist which would require inclusion in this report.
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ECONOMIC CONDITION AND OUTLOOK

The economic outlook for the Village has never looked brighter. The Village has aways been “A Great
Place to Call Home” but for years it was a secret only our residents knew. In recent years the Village has under-
taken an aggressive annexation program and now we have neighborhoods requesting to become part of our
community. Homes located within our nmunicipal boundaries have a higher market value than similar properties
in the adjoining unincorporated area and homes sell faster with a Palm Springs location. Redltors list homes as
being located in Palm Springs or “Palm Springs Area” to increase interest. In addition to adding residential ar-
ess, the Village has significantly increased the number of commercial properties with the annexation of busi-
nesses located on Congress Avenue. Thisfiscal year the Village annexed over 84 acres.

The Village is annexing quality properties that increase our taxable value greater than the cost of providing ser-
vices. The Pam Springs Shopping Plaza is under renovation and we are seeing new businesses moving into the
center that will improve the taxable value of that property and increase other related revenues.

MAJOR INITIATIVES

Once again this year, each department was involved in the annexation initiative and the services provided after
annexation. Having annexed over 324 acres in the last three years, the Village is focusing on encouraging our
new residents to get involved in the community. The Village is incorporating the newly annexed areas in our
service ddivery and addressing their needs for public safety, code enforcement, road improvement and addi-
tiona public services.

The Village Manager has been actively assisting the owner and property manager of Palm Springs Shopping
Plaza to revitalize the center. This center has been declining for over ten years, and now, through the joint ef-
forts of the Village Manager, Land Development Director and property manager, the Plaza is attracting new ten-
ants.

This year has been very busy with the development of the plans for the new Village Centre Complex that in-
cludes a two story Village Administrative Offices and Leisure Services Building, a Public Safety Building, ten-
nis and basketball courts, tot-lot playground, picnic area and civic plaza, as well as renovations to the existing

Library.

The Village has engaged Catalfumo Construction as construction manager for the new Village Centre Complex.
We expect construction to begin in March 2002, and the entire project should be completed within two yesars.

DEPARTMENTAL HIGHLIGHTS

In light of the September 11, 2001, terrorist attack, we al became painfully aware of threats to our safety here at
home. The Village received numerous inquiries regarding the safety of our water supply. We have aways
taken for granted that we would turn on our faucets and have safe drinking water. After September 11", we take
less for granted. The Village has aways taken the responshility for providing a safe drinking water supply se-
riously and continues to do so.

The Village has a water service area covering 6 square miles that provides services to Village resdents as well
as non-residents in the surrounding unincarporated area. To serve the customers, the Village operates two water
treatment plants. The main water treatment plant is located within the Village and has a capacity to produce 6
million gallons per day of drinking water. The second plant (R.L. Pratt Plant) is located in the wincorporated
area and has the capacity to produce 3 million gallons per day of drinking water. Both of these plants are
manned 24 hours aday, 7 days a week.
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The Utility operations are just one division of the Public Service Department headed by Richard A. Gift. Rich-
ard has worked for the Village for over 23 years. He holds an A license in water treatment, a B license in
wastewater trestment, and a bachelors degree from the University of South Florida. The Village employs 13
licensed water treatment operators (including the Director and Assistant Director) with an average of 14 years of
experience.

The Village has 15 raw water wells. These wells are monitored for the amount and quality of water they can
produce. The raw water is pumped from the wells to the treatment plants, treated, tested, and then delivered to
the customers as needed. The main water treatment plant has a storage tank capacity of 1.5 million gallonsand
the R.L. Pratt plant has a storage tank capacity of 1.25 million gallons. This water storageis areserve in case of
emergency or large increase in demand for prolonged firefighting.

To maintain the integrity of our water lines, the Village employs 11 utility field service personnd that ingtal
new connections, handle any service orders for existing customers, repair any line breaks, and read over 11,000
meters each month. In addition to this work, the field crew maintains the 277 fire hydrants located within the
Village and 573 fire hydrants located in the unincorporated area. Everyone knows that if they have a fire, the
response time of the fire fighters can make the difference between life and death and minor damage vs. total de-
struction. Response timeis critical, but without water to fight the fire, response time becomes irrelevant.

In order to meet the ever-increasing federa regulations and provide the quantity and quality of water our cus-
tomer’s desire, the Village continuously maintains and seeks to enhance our raw water sources and treatment
facilities.

The Village is fortunate to have the quality treatment facilities and staff under the experienced drection of
Richard Gift ensuring the quality and safety of our most precious resource — water.

FUTURE PLANS

Our vision for the future is to continue to maintain and enhance the qudities of our community that make our
residents desire PAdm Springs as their home.

“Home” is a safe place where you know that you are always welcome and where you want to relax and enjoy
gpending time with your family and friends.

Our plan is to construct a Village Centre Complex that will link the public safety department, ibrary, Village
administrative operations, utility administrative operations, and the leisure services complex in a relaxed campus
atmosphere so residents can have easy accessto al Village services and activities.

The Village Centre will be a place for our culturaly diverse community to join together to enjoy playing base-
ball, basketball, soccer, flag footbadl, tennis, volleybal, attending activity classes and clubs, special events,
summer camp, reading a book, searching the Internet, joining a book club, playing on the tot lot, having a pic-
nic, relaxing by the fountain, and cherishing time with family and friends.

The Village Council and staff stay in touch with the residents to see that we use the Village' s financia resources
to best serve their needs and desires. Annexation included neighborhoods that need infrastructure improvements
including street paving, sdewaks, drainage, lighting, water and wastewater. The Council and Manager priori-
tize the demand for services and improvements to make the most efficient use of our financial and personnel
resources. This plan is formalized annually in the operating budget and 5year capital improvement plan, ensur-
ing that Palm Springs will aways be “A Great Place to Call Home.”
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FINANCIAL INFORMATION

The Village's financia operations are designed with a system of checks and balances to safeguard assets from
loss, theft or misuse. This system of interna control provides reliable financia records for use in preparing fi-
nancia statements in accordance with generally accepted accounting principles.

From a governmental accounting perspective, the Village is comprised of numerous different entities that are
referred to as “funds’. A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts,
recording cash and other financial resources, together with the related liabilities and residua equities, and
changes therein, that are segregated for the purpose of carrying on specific activities or attaining certain objec-
tives in accordance with specific regulations, restrictions or limitations.

Governmenta accounting classifies funds into three categories, and listed within these three categories are the
fund types maintained by the Village:

Fund Category Fund Type
Governmental Generd
Special Revenue
Debt Service
Capita Projects
Proprietary Enterprise
Fiduciary Trust

The Village maintains a General Fund for all financial resources except those required to be accounted for in
another fund, two specia revenue funds (Library Fund, and Leisure Programs Fund), one debt service fund
(1996 Genera Obligation Note), one capital projects fund for the new Village Centre capital improvements, one
enterprise fund for water and sewer utility operations, and four trust funds (Generad Employees Pension Fund,
Hazardous Employees Pension Fund, Library Trust Fund, and Law Enforcement Trust Fund).

BUDGETING

The Village maintains budgetary control at the department level of expenditure by department and fund. All ex-
penditures of $2,000 or more require the Village Manager’s authorization, and expenditures over $5,000 require
approva by the Village Council and/or competitive bid.

Budget transfers within a department are handled administratively. The Village Council must approve budget
transfers between departments or budget amendments, which increase or decrease a total fund.

The Village Council legally adopts a formal budget for the General Fund, Leisure Programs Fund and the Debt
Service Fund. A statement comparing budgeted revenues and expenditures to actual revenues and expenditures
for these funds is presented in the financial section of this report.

GENERAL GOVERNMENT FUNCTIONS

Revenues

The following schedule presents a summary of genera fund, special revenue funds, debt service fund, capita
projects fund, and expendable trust fund revenues for the fiscal year 2001, and the amount and percentage of
increases and decreases in relation to the prior fiscal year.
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In 2001, total revenues were $5,676,293, an increase of 4.98% over fiscal year 1999/00.

Percent Increase Percent of
of (Decrease) Increase
Revenue Source Amount Total from 1999/00 (Decrease)

Taxes $ 2817347 49.6% $ 278,395 515 %
Licenses and permits 175,713 3.1% (43,191) (.80)%
Intergovernmental 1,493,623 26.3% (40,560) (.75)%
Charges for services 643,125 11.4% 26,962 .50 %
Fines and forfeitures 177,289 3.1% 11,867 22 %
Contributions 33,59 .6% (10,107) (199%
Interest 147,446 2.6% (5,856) (1)%
Miscellaneous 188,154 3.3% 51,891 .96 %
Total $ 5,676,293 100.0% $ 269,401 4.98%

Tax revenues include ad valorem taxes, franchise fees, and utility service taxes. The Village lowered the mil-
lage rate in fiscal year 2000/01 to 5.1593 mills from 5.2632 mills in fiscal year 1999/00. Despite this amost 2%
reduction in the tax rate, the Village received $139,744 or 13% more in ad valorem tax revenue when compared
to the prior fiscal year.

Annexation generated growth in our tax base and the inclusion of the annexed properties generated additional
franchise fees and utility service tax revenues. Franchise fee revenue increased $118,096, or 25%, over fisca
year 1999/00. Utility tax revenues increased $20,628, or 2.2%, over the prior fisca year. The increase in utility
tax revenue would have been more significant, except utility taxes on water service declined by $45,680 due to
decreased water consumption during the mandatory water restrictions imposed by the South Florida Water Man-
agement district as aresult of drought conditions.

Occupational licenses were aso positively impacted by the recent annexations. Revenues from occupational
licenses increased $6,321, or 7.3%, as compared with fiscal year 1999/00. However, building permit revenues
declined by $49,412, or 37.4%. This decrease represents the slower economy and fewer new construction per-
mits issued in 2000/01 than fiscal year 1999/00.

Annexation aso impacted our fines and forfeiture revenues. Our public safety personnel now have the respon-
sibility to patrol some thoroughfares that are heavily used for transition through the county. This increased area
of enforcement has generated $6,068, or 4.5%, in additional court fines. Revenues from parking fines increased
$5,435, or 74.5%. This revenue was also impacted by annexation, with the enforcement in the new commercia
areas, for violations of fire lanes and handicapped parking.

Interest income followed the decline in market rates generated by the action of the Federa Reserve. The in-
crease in miscellaneous revenues includes the sale of a public safety emergency response vehicle to the Water
and Sewer Utility for use as a confined space rescue vehicle, and other non-repetitive items.

Expenditures

Expenditures for general government functions totaled $6,184,398, an increase of $290,079, or 4.92%, over fis-
cal year 1999/00.
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Percent Increase Percent of
of (Decrease) Increase
Expenditures Amount Total from 1999/00 (Decrease)
General government $ 1,040,935 16.8% $ 157,487 2.67 %
Public safety 3,024,805 48.9% 350,434 595 %
Physica environment 333,582 5.4% (159,720) (2.7D)%
Transportation 613,209 9.9% 102,214 173 %
Culture/recreation 1,102,974 17.9% (160,006) (2.72) %
Debt service:
Principal 50,995 8% 2,659 .05 %
Interest and other fiscal charges 17,898 3% (2,989) (.05)%
Total $6,184,398 100.0% $ 290,079 4.92 %

The Village expended $216,292 for architectura fees and related costs during the design phase of the new Vil-
lage Centre, an increase of $127,126 over the prior fiscal year. These costs are accounted for within the genera
government category.

Public Safety expenditures include the public safety department that provides police, fire, advanced life support,
and code enforcement services, as well as the land development department that handles occupationd licensing,
building permits, inspections, and comprehensive planning and zoning.

The Public Safety department expenditures increased $338,771, or 12.7%, over last fisca year. Thisincreaseis
primarily due to the addition of 4 new public safety officer positions, the related fringe benefit costs, and addi-
tiona equipment and training necessary to put them in service. The additional positions were added to maintain
the leved of service and response time throughout the Village.

Last fiscal year, the Sanitation Department purchased a new trash truck and garbage truck; this fiscal year, the
department only expended $5,848 in capital outlay. This accounts for the reduction in Physica environment
expenditures this year.

Transportation persona service expenditures increased $71,534 due to the transfer of two field service positions
from Leisure Services Department to Public Works. These positions maintain our sidewalks, roads, parks, is-
lands and athletic fields. The department also purchased a new steel building that will be located on the water
plant property. This building will function as the maintenance facility and replaces the existing structure that is
being demolished to make room for the new Village Centre.

The transfer of the two field service positions from Leisure Services to Public Works contributed to the decrease
in Culture/Recreation expenditures. Also, in fisca year 1999/00, the Village used grant money from Pam
Beach County to make improvements to Sago Park that increased capital expenditures by $80,891. We did not
have alarge capital improvement project in the current year.

Fund Balance
The Village is prudently managed and we continue to deliver a high level of services to our residents both new

and old at very reasonable costs. As of September 30, 2001, the Genera Fund had a total fund baance of
$2,796,307. The components of fund balance are detailed in the table below.
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Tota fund balance $ 2,796,307
L ess non-expendabl e assets.

Reserved for inventories 10,268
Reserved for police education 336
Designated for subsequent year 278,872
Designated for future capital projects 1,000,000

Total unreserved, undesignated fund balance $1,506,831

This year, the Village Council increased the designation for future capita projects by $250,000 to provide suffi-
cient funding for our capita needs and enable the Village to appropriate those funds for large capita purchases
without impacting the operating millage rate.

The General Fund’s unreserved, undesignated fund baance represents 21% of the General Fund budget for the
next fiscal year. Our god is to maintain this unreserved, undesignated fund balance in the 20-25% target.

ENTERPRISE OPERATIONS

The Village s enterprise operation consists of two water treatment plants. The first plant, located within the Vil-
lage, is a 6,000,000-gdlon treatment facility. The second plant, dedicated to former Public Service Director
Robert L. Pratt, is located in unincorporated Palm Beach County and is a 3,000,000-gallon treatment facility
with expansion capabilities to 4,000,000 gallons. The Village's sewer treatment is handled through two cont
nections to the East Central Regional Wastewater Treatment Facilities. The Village has agreements with Palm
Beach County for one connection and with the City of Lake Worth for the second.

At September 30, 2001, our utility system had more than 11,931 connections. Connections outside the Village
limits represent approximately 50% of total connections. The demand for service in the unincorporated area
continues to increase and connections to the system have grown significantly since the Village began offering a
financing program for connection fees. As of September 30, 2001, 326 customers had signed an agreement to
finance the cost of connecting to the water and/or wastewater system.

Operating revenue grew to $7,911,037, an increase of $174,350, or 2.25%. Operating expenses increased by
$440,629, or 8.11%, over fisca year 1999/00 for atotal of $5,873,160. The increased operating revenues reflect
additional connections and the rate increase that was effective October 1, 2000. The largest increase in operating
expenses was due to the increased cost of water treatment including electricity, chemicals and operating sup-
plies. Personnel related expenses aso increased with the addition of a customer service representative and a
water treatment plant operator.

FIDUCIARY FUNDS

Fiduciary funds are used to account for assets received and held by the Village, acting as custodian or trustee of
such funds or as agent for other individuas.

Pension Trust Funds

There are two sdlf-administered pension plans. the Generd Employees Pension Fund and the Hazardous Em-
ployees Pension Fund. The total assets of pension trust funds on a current market basis aggregated $8,710,854
on September 30, 2001. This is a decrease of $1,369,291, or 13.6%, since September 30, 2000. This decline is
due to depreciation in fair value of the pension investments during the down market. Contributions to the funds
and the number of active and retired (or beneficiary) members are as fdlows:
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Contributions Members

Terminated
Pension Fund Employee  Employer Active Retired Vested
Generd Employees $ - $ 154,786 80 18 13
Hazardous Employees 14,976 334,725 31 4 12
Total $14,976 $ 489,511 111 22 25

Included in the employer’s contributions for the Hazardous Employees Pension Fund are contributions from the
State of Florida representing casuaty insurance premium tax monies (Chapter 185 Police) and fire insurance
premiums (Chapter 175 Fire) pursuant to the Florida Statutes. The Chapter 185 contribution totaled $20,411 and
the Chapter 175 contribution totaled $10,302 for the current year. Actuaria vauations are performed on both
the Genera Employee plan and the Hazardous Employee plan every year.

Other Fiduciary Funds

The Village maintains two expendable trust funds, the Library Trust Fund, and the Law Enforcement Trust
Fund. The Law Enforcement Trust Fund accounts for the proceeds from the sale of confiscated property pursu-
ant to Chapter 932 of the Florida Statutes. This money is used for law enforcement purposes upon approva of
the Village Council and after al expenses related to the confiscation have been settled.

DEBT ADMINISTRATION

On September 30, 2001, the Village had a number of debt issues outstanding. These issues included a genera
obligation note for $300,261 and $13,381,476 of water and sewer enterprise revenue bonds and notes payable.
The Village has an A+ rating from Standard and Poor’s Corporation and an A1l rating from Moody’s Investor
Service for revenue bond issues. The Village's net general obligation debt per capita equaled $24.31. The debt
service coverage on the Village's Water and Sewer Revenue Bonds was 2.82, which met al legal requiremernts.

RISK MANAGEMENT

The Village purchases insurance to provide a risk management program. The program is designed to protect
Village property and personnel and to promote safety through preventative programs and education. The pro-
gram administers insurance coverage and provides safety training and monitoring. Included in this program are
genera ligbility, automotive liability, and worker's compensation and property. A detailed schedule of insur-
ance coverage is included in the statistical section of this report.

CASH MANAGEMENT AND INVESTMENTS

The Village maintains a pooled cash account, known as the Treasurer’s Fund, for all funds. The equity of each
individual fund is maintained at al times. A target balance of $400,000 is maintained in this fund to cover cur-
rent cash needs. Any additional funds are “swept” out daily into an over-night repurchase agreement.  Thisre-
purchase agreement pays interest daily. The average return on this investment for the year was 5.19%.

In addition to the interest-bearing sweep, the Village maintains an account with the State Board of Administra-
tion. On September 30, 2001, the Village had $6,063,501 invested in this account. The State Board account had
an average rate of return of 5.17 %.
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The Village's investment policy is designed to maximize investment yield while maintaining safety and security
for Village assets.

INDEPENDENT AUDIT

Florida Statutes require an annua audit by independent certified public accountants. The Village Council s
lected the accounting firm of Haas, Diaz, & Co., CPA’s. The auditor’s report on the genera-purpose financia
statements and combining and individua fund statements and schedules is included in the financial section of
this report.

AWARDS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financiad Reporting to the Village of Pam Springs for its Comprehensive
Annua Financial Report for the fiscal year ended September 30, 2000.

In ader to be awarded a Certificate of Achievement, a government unit must publish an easily readable and ef-
ficiently organized comprehensive annua financia report, the contents of which conform to program standards.
Such reports must satisfy both generally accepted accounting principles and applicable lega requirements.

A Certificate of Achievement is valid for one year only. The Village of Pam Springs has received a Certificate
of Achievement for the last thirteen consecutive years (fiscal years ended 1988-2000). We believe our current
report continues to conform to the Certificate of Achievement program requirements, and we are submitting it to
GFOA.
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The Village Council and Village Manager, Karl E. Umberger provide proactive and prudent management poli-
cies that guide this entire municipal operation. Their leadership supports financial policies and financid plans
that alocate our resources to best meet the needs and desires of our residents, ensuring our ability to deliver
quality services at a reasonable cost to the taxpayer.

| would persondly like to thank the Finance staff for their daily contribution to quality, and my administrative
assistant, Kathy A. Gift, who managesto tie all the loose ends together and keep me on track.

Respectfully submitted,

Rebecca L. Morse, CGFO, CPFO
Director of Finance
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Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

Village of Palm Springs,
Florida

For its Comprehensive Annual

Financial Report
for the Fiscal Year Ended

September 30, 2000

A Certificate of Achieverment for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

President

Hfr e

Executive Director
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INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and Village Council
Village of PAm Springs, Florida

We have audited the accompanying genera purpose financia statements of the Village of Pam Springs,
Florida, as of and for the year ended September 30, 2001, as listed in the table of contents. These general
purpose financid statements are the responsibility of the Village of Pam Springs, Florida's management.
Our responghility is to express an opinion on these genera purpose financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards gpplicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller Genera of the United States. Those standards require that we plan and per-
form the audit to obtain reasonable assurance about whether the general purpose financial statements are
free of materia msstatement. An audit includes examining, on a test bass, evidence supporting the
amounts and disclosures in the general purpose financia statements. An audit aso includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overal genera purpose financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the genera purpose financial statements referred to above present fairly, in al material
respects, the financial postion of the Village of Pam Springs, Florida, as of September 30, 2001, and the
results of its operations and the cash flows of its proprietary fund type for the year then ended in confor-
mity with accounting principles generally accepted in the United States of America

As described in Note 14 to the financia statements, the Village adopted the provisions of Governmental
Accounting Standards Board Statement No. 33, Accounting and Reporting for Nonexchange Transac-
tions, as of October 1, 2000.

In accordance with Government Auditing Standards, we have aso issued our report dated January 23,
2002, on our consderation of the Village of PAdm Springs, Florida's internal control over financid re-
porting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants.
That report is an integral part of an audit performed in accordance with Government Auditing Standards
and should be read in conjunction with this report in considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the general purpose financia state-
ments taken as a whole. The combining, individual fund and account group statements and schedules
listed in the table of contents are presented for purposes of additional analysis and are not arequired part
of the genera purpose financia statements of the Village of Palm Springs, Florida.  Such information
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As required by the Rules of the Auditor General (Section 10.554 (1) (g) 6. b), we determined that the annua
financial report for the Village of PaAm Springs, Florida for the year ended September 30, 2001, was filed with
the Department of Banking Finance pursuant to Section 218.32 (1) (a), Florida Statutes, and is in agreement
with the annual financia audit report for the year ended September 30, 2001.

The Rules of Auditor General (Sections 10.554 (1) (g) 3., 4.) require disclosure in the management letter of the
following matters if not aready addressed in the auditor’s report on compliance and interna control over finan-
cid reporting: recommendations to improve financia management, accounting procedures, and internal con
trols, recommendations addressing deteriorating financial conditions; violations of laws, rules, regulations and
contractual provisions; illegal or improper expenditures which may or may not materialy affect the financia
statements; improper or inadequate accounting procedures; failures to properly record financial transactions; and
other inaccuracies, shortages, defalcations and instances of fraud discovered by the auditor. Our audit disclosed
the following matter required to be disclosed by Rules of Auditor General (Sections 10.554 (1) () 3., 4.):

BUILDING PERMIT FEE CALCULATIONS (Repeat Comment)

Criteria
Building permit fees should be calculated pursuant to Resolution 98-61.

Condition

Resolution 98-61 sets forth the methodology for calculating building permit fees. Fees for principal structures
should be based on the following formula: Unit rate x floor area x percentage x 1.03, asdescribed in the resolu-
tion. However, the Village uses the Estimated Value x percent formula for al building related projects. The
two principal structure projects (new constructions) sampled indicated a substantial difference between the per-
mit fees charged using the “Estimated Value” method and the fees required using the “Unit rate” method.

Perspective
Building permit fees were inaccurately calculated in three of the five permits examined.

Effect
Building permit fees were not being calculated as described in Resolution 98-61 during fiscal year ended Sep-
tember 30, 2001.

Recommendation
We recommend that management review the fees calculated by the clerk prior to issuing the building permits
and collecting the fees.

Management’'s Response
Effective October 1, 2001, the Village is using a calculation sheet to determine the permit fee, signed by the re-

viewer and then provided to the permit technician to collect the appropriate fee. Once the feeis paid, the calcu-
lation sheet is attached to the permit application and remains on file.

This management letter is intended solely for the information and use of the Village of PAdm Springs, Florida's
management, and the State of Florida Office of the Auditor Genera and is not intended to be and should not be
used by anyone other than these specified parties.

Haas, Diaz & Co.
Certified Public Accountants
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