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REPORT ON REVIEW OF
OKALOOSA COMMUNITY DEVELOPMENT CORPORATION

Executive Summary
We have conducted an audit of the Okaloosa Community Development Corporation (OCDC). The
assignment comes out of preliminary work conducted by our office requested by County management
in response to concerns raised by them regarding expenditures by OCDC.
OCDC is a Florida Not-for-Profit Corporation and is under contract with Okaloosa County to
administer the SHIP and NSP funds. For the period covered by our review, OCDC managed
approximately $1.8 million in grant funds on behalf of Okaloosa County. In addition, OCDC
managed 69 low-income residential rental units generating in excess of $400,000 annually.
Our work covered the period of October 1, 2015 through September 30, 2016 and included a
comprehensive review of related Florida Statues, contract language, controls, accounting records,
cash-flows, potential conflicts of interests, related-party transactions, meeting minutes, etc. In
addition, we interviewed OCDC staff and management and performed “walk-throughs” of various
key processes.
Our work disclosed that the manner in which OCDC operates and is governed could be improved.
We found problems with the management of day to day operations, errors in accounting, lack of
adequate documentation to support charges to rental units, inattentiveness to vacancies in rental units
resulting in loss revenue, as well as weaknesses in internal controls and a lack of adequate oversight
by its governing Board.
In management’s response to this report (see exhibit B) they have indicated their intent to correct
most of the deficiencies contained herein. In addition, we recommend that the Board of Directors
implement additional oversight thought additional monitoring reports and regular meetings with
OCDC management. In addition, the Board should review periodic monitoring activity reports
prepared by Okaloosa County’s Growth Management Department.
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We have conducted an audit of the Okaloosa Community Development Corporation (OCDC). The
assignment comes from a request made by the Okaloosa County Board of County Commissioners
during their meeting on February 7, 2017. Our audit was conducted in accordance with Standards for
the Professional Practice of Internal Auditing promulgated by the Institute of Internal Auditors,
generally accepted principles and quality standards approved by the Association of Inspectors General.

Purpose and Scope
The purpose of our audit was to test compliance with the State Housing Initiative Partnership Program
(SHIP) and the Neighborhood Stabilization Program (NSP) contracts with Okaloosa County. Our work
included examining the manner in which SHIP funding is awarded to recipients by OCDC. In addition,
we tested contract compliance with significant contract terms and conditions for the SHIP and NSP
contracts between OCDC and Okaloosa County and a review of the bid process for awarding contracts
for construction and other expenditures made by OCDC. Finally, we evaluated related party
transactions for reasonableness.
The scope of our work covers contracts between OCDC and Okaloosa County currently in effect and
including activity occurring between October 1, 2015 and September 30, 2016.

Background
Okaloosa County Development Corporation (OCDC) was organized as a not-for-profit corporation
under the laws of the State of Florida. Its purpose is to provide for redevelopment, promotion, and
rehabilitation of the cultural, historical, social, physical, and economic aspects of Okaloosa County,
Florida. Okaloosa County has contracted with OCDC to administer the State Housing Initiatives
Partnership (SHIP) program and the Neighborhood Stabilization Program (NSP).

State Housing Initiatives Partnership (SHIP)
SHIP was created by the State Housing Initiative Partnership Act, which is administered by the Florida
Housing Finance Corporation. SHIP provides funds to local governments as an incentive to create
partnerships to produce and preserve affordable homeownership and multifamily housing. The
program was designed to serve very low, low and moderate-income families. Very low income is
defined as annual household income which does not exceed 50 percent of the Area Median Income
(AMI) adjusted for family size. Low income is defined as annual income not exceeding 80 percent of
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AMI and moderate income is defined as annual income not exceeding 120 percent of AMI. SHIP
dollars may be used to fund emergency repairs, new construction, rehabilitation, down payment and
closing cost assistance, impact fees, construction and gap financing, mortgage buy-downs, acquisition
of property for affordable housing, matching dollars for federal housing grants and programs, and
homeownership counseling.
The SHIP grants cover three-year periods. The contract we reviewed, C14-2115-GM, covered the years
2013/2014, 2014/2015, and 2015/2016. The County entered into this agreement November 13, 2013.
Okaloosa County, through OCDC, utilizes three main strategies for SHIP:
•
•
•

Purchase Assistance with or without Rehabilitation,
Rehabilitation and
Special Needs Housing Strategy

Purchase Assistance to income eligible homebuyers provides funds to support down payment, closing
costs, gap financing, and substantial rehabilitation of existing or newly constructed affordable housing
units on a one-time basis. Each homebuyer can only receive the minimum level of assistance required
to enable the purchase. The maximum award amount is $30,000.
The Rehabilitation strategy is to complete substantial rehabilitation of substandard, homeowner
occupied housing. The maximum per unit cost for rehabilitation cannot exceed $50,000.
The Special Needs Housing Strategy provides funds to non-profit organizations to acquire, develop
and/or rehabilitate affordable housing for very-low to low income special needs populations. Fund
limits are $50,000 per unit for new construction and $40,000 per unit for existing structures.

Neighborhood Stabilization Program (NSP)
NSP was created by the Housing and Economic Recovery Act of 2008 (HERA). The purpose is to
stabilize communities that have suffered from foreclosures and abandonments through the purchase
and redevelopment of foreclosed and abandoned homes and residential properties. The program was
funded by the U.S. Department of Housing and Urban Development (HUD) and the State of Florida
Department of Economic Opportunity (FDEO). NSP funds must be used to create affordable rental
and homeownership opportunities for households at or below 120 percent of AMI with a minimum of
25 percent of funds used for households at or below 50 percent of AMI. Rental units acquired with
NSP funds must remain affordable through the affordability period. The period of affordability is 15
years for existing structures and 20 years for new construction.
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Okaloosa County entered into agreement C10-1798-GM with OCDC on April 20, 2010 for the
administration of the NSP funds. The original agreement was to expend all NSP funds within 18
months. However, the County was able to receive extensions from FDEO which extended the term to
use NSP funds to May 31, 2016. OCDC purchased 69 existing units to rent to low income households
and purchased a land bank in Fort Walton Beach for the future building of 24 units with the NSP funds
Okaloosa County received. The 69 units consist of two units on Dahlquist Drive in Crestview, 61 units in the
Rolling Pines subdivision in Crestview and six units in the Palm Village subdivision in Fort Walton Beach. An
additional six units have been built on the land bank in Palm Village utilizing NSP funds. Under the contract
OCDC is responsible for managing the rental units. They are also required to build 18 additional units in Palm
Village no later than May 31, 2026.

Methodology
To accomplish the objectives of our audit we:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Researched relevant Florida Statues and State Board Rules
Reviewed contracts between Okaloosa County and OCDC for significant terms and conditions
Interviewed the OCDC Board Chairman, Executive Director and staff
Reviewed agendas and minutes of meetings of the OCDC Board of Directors
Evaluated the existence and effectiveness of OCDC policies and procedures related to the work
performed under contracts with the County
Reviewed NSP rental property policies
Examined tenant files for eligibility documentation
Examined expenditures for reasonableness, accuracy and supporting documentation
Examined internal controls in place to ensure compliance with contract terms and conditions.
Performed a walkthrough of the bid process used to award construction projects funded by SHIP
for rehabilitation
Examined accounting controls including appropriate segregation of duties
Assessed the method and supporting documentation used by OCDC for awarding SHIP funds
Traced payments made by Okaloosa County to OCDC
Reviewed related party transactions for reasonableness.
Coordinated and compared our work with monitoring activities performed by Okaloosa County
Growth Management to eliminate duplication of effort.

Our work also included assessing the effectiveness of Okaloosa County management’s monitoring and
contract administration.
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Results of Our Work
Compliance
SHIP Rehabilitation
The SHIP contract outlines six levels of accomplishment for the Rehabilitation strategy. Activity One
is to prove homeowner’s program eligibility, as evidenced by the application, income and asset
verifications, and executed income certification. Activity Two is to perform an inspection of the home
(with homeowner) and prepare a written Statement of Work. Activity Three is to schedule a Pre-Bid
site conference with interested contractors. Then, request from those contractors in attendance a written
proposal within 10 business days. Activity Four is to select a contractor to perform the repairs and
issue a Notice to Proceed. Activity Five is to prepare a mortgage deed and Note for the client including
obtaining required signature(s), notarizing and filing with Okaloosa County Clerk of Courts. Activity
Six is to monitor work in progress which involves four steps: prepare a progress report based on
inspection of work performed, approve all draw requests and any change orders, forward draw requests
to OCDC Executive Director for final approval and forward approved request plus all documentation
to Director of Finance for payment. Although, the contract states payment requests should be sent to
the Director of Finance, OCDC sends all payment requests to the Growth Management Department.
Growth Management reviews, prepares contract payment request forms and forwards to Finance for
payment.

Originally the contract was set up so that OCDC was reimbursed for SHIP costs expended. Due to cash
flow issues experienced by OCDC, the contract was modified so that the County pays OCDC for the
cost of work completed by contractors when they receive an invoice from the contractor.
Administration costs are still reimbursed as costs are expended.

OCDC keeps one file per project. The file includes applicant information and eligibility as well as all
construction information. During the review period rehabilitation projects were paid in five draws.
Upon request for completed files, the SHIP Inspector for OCDC provided us with two project files as
samples.
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Activity One-Eligibility
OCDC could improve its process for eligibility verification.
Out of two files examined, the income certification form for one homeowner was not signed by OCDC
staff. In addition, the application for assistance submitted by the homeowner indicated that they lived
with a significant other. However, they did not apply as a co-applicant or provide income information
as required by SHIP rules. We cannot determine if the homeowner would have been eligible for SHIP
funds had the other adult’s income been included as household income in the income certification.

Activities Two and Three-Home Inspection/Develop Scope of Work and Pre-bid
Meeting
OCDC was in compliance with Activities Two and Three of the Rehabilitation strategy.

Activity Four-Selection of Contractor and Notice to Proceed
Contract Award
Methods used to select contractors could be improved. According to OCDC staff, bids are received
mainly via email by the SHIP Inspector. There is no formal process for recording bids received or for
opening bids. The SHIP Inspector opens bids as they are received. The decision to award a contract
to a bidder is at the sole discretion of the SHIP Inspector. From conversations with him we learned
that he uses such factors such as price, number of projects contractors are working on and timeframe
for completion in deciding who to award contract work to. Based on the files we reviewed, there is no
documentation to support the decision to award the contract.

Bid Notice
According to SHIP Policies and Procedures provided by OCDC, a bid notice must be sent to at least
three qualified contractors. If three quotes are not received, the proof of solicitation must be kept within
the client file. Neither of the client files reviewed had this documentation. In one project file, only one
bid was included in the file and it was not dated. It is not clear if the bid was the only one received.
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In the other file reviewed, two bids were received from the same contractor one was for $26,800 and
the other was for $32,300. The third bid was received from a different contractor in the amount of
$25,700. The bid for $32,300 was selected. There was no documentation in the file that would explain
why one contractor submitted two bids or why the highest bid was chosen.
We spoke with the SHIP Administrator regarding the decision made to accept the highest bid. She was
unable to provide an explanation.
We recommend that OCDC develop written procedures to ensure compliance with this activity. Such
procedures should ensure there is an open and transparent process for awarding construction contracts
and that contracts are awarded based on identifiable measurable criteria and that documentation be kept
supporting decisions made.

Activity Five-Mortgage Deed and Note
OCDC is not in compliance with Activity Five. We selected three SHIP projects randomly and checked
public records to ensure Mortgage Deeds were being filed with the Okaloosa County Clerk of Courts.
Mortgages were not filed for any of these projects. In discussions with the County Program Monitor,
we did find one example of a project where proper documentation was filed.

Activity Six-Monitor Work in Progress
As mentioned previously Activity Six involves monitoring work in progress including preparing a
progress report, approving all draw requests and change orders, and forwarding draw requests and
supporting documentation to the Growth Management Department for payment.
OCDC does not consistently comply with Activity Six. During interviews with Growth Management
staff, we found that the County often has to hold or return payment requests due to lack of required
information. In addition, although the draw payment information is provided to the County prior to
payment, OCDC does not always maintain this information in files supporting the SHIP program. One
file reviewed lacked support for three of the five draw requests and information and invoices for two
change orders. When questioned regarding the missing supporting documentation, the SHIP
Administrator stated that she had not yet reviewed those files.
OCDC is not timely in submitting payment requests to Okaloosa County. We reviewed OCDC’s
processing of payment requests as well as the County’s process for review and payment of these
requests. From October 1, 2015 through December 20, 2016, the County received 60 draw requests
for payments of SHIP rehabilitation projects. The average length of time between the date of the draw
request from the contractor and the invoice date created by OCDC’s was 18 days.
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Similarly, we reviewed Okaloosa County’s processing of payment requests received from OCDC. The
County’s process includes an initial review of the invoice and related supporting documentation by
Growth Management Department. Per Growth Management staff, many times OCDC has to be
contacted to provide additional required information in order for the payment request to be processed.
After Growth Management approves the payment request it is sent to the Clerk of Courts Finance
Department for approval and payment. The Finance Department’s Contracts and Grants Department
reviews the request for compliance with contract terms and conditions and then forwards the payment
request to the Accounts Payable Department for review and processing. Checks are issued once per
week on Thursdays. The average length of time between OCDC’s invoice date and the date of the check
issued by Okaloosa County was 11 days.
For the same time period, the County received 18 requests for payments of SHIP down payment and
closing cost assistance. The average time between the date the homeowner signed the SHIP disclosure
form and the date of OCDC’s invoice to the County was 24 days. The average length of time between
OCDC’s invoice date and the date of the check issued by Okaloosa County was 13 days.
We recommend that OCDC establish written policies and procedures that would require documentation
in files detailing the bid selection process and criteria used. Policies should be developed to ensure the
accuracy and completeness of eligibility requirements for SHIP funding to recipients. Verification
documents should be complete and accurate and should support the award decisions. Bid files should
also include information on draws, change orders as well as documentation on draw inspections
performed. OCDC should establish policies and procedures that address timely filing of SHIP payment
requests.

NSP Rentals
The NSP contract requires OCDC manage the rental units purchased with NSP funds. The contract
specifies that managing the units includes but is not limited to enforcing leases, collecting rent, filling
vacancies and maintaining records to include but not limited to income, expenses, renter qualifications,
leases, inspections and maintenance and repair of each unit. We reviewed the files for 10 rental units.

Tenant Files
As stated above OCDC is responsible for keeping records of renter qualifications. OCDC keeps files
for each tenant for each year they reside in one of the NSP units. OCDC has created a checklist of what
is required in each tenant file.
Based on the checklist, each tenant file should include a copy of the signed lease agreement, application,
social security cards for all members of the household including minor children, driver's license or birth
certificates for all members of the household, the most recent year's tax return, a verification sign off
sheet, an income eligibility form, four pay stubs, two months of bank statements for all bank accounts,
Social Security award letter, Access Florida documentation, child support documentation,
unemployment documentation, Section 8 award letter, CWHIP Income Limits, Home Income Limits,
& Home Rent Limits, utility allowance worksheet, background check and unit inspection list.
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Each year, tenants' income must be reverified to ensure they are still eligible. A new file is made for
each unit each year even if the same tenant is in the unit.
We reviewed 11 tenant files. Two files were for one unit but were for different tenants. Only one file
of the 11 reviewed had all required documentation. For that file, the OCDC staff signature for Income
Verification was missing.
Seven files were missing key information used to verify tenants’ income. Two of the tenant files
reviewed were for OCDC employees. Although, one of these employees was married, the spouse’s
income was not included, no tax return was provided and no explanation was provided as to why the
spouse’s income was not included. Another employee’s file did not include bank statements or a tax
return. It is not clear how OCDC was able to verify income eligibility without tax returns or bank
statements.

Monitoring Activity by Okaloosa County Yields Similar Results
Okaloosa County’s program monitor in the Growth Management Department also conducted reviews
of the NSP tenant files. The following summarizes their findings and is provided here to further
emphasize the need for improvement in accountability for these funds.
For 2015, their report found tenant files were missing signatures and key documentation. There was
lack of review by a second person for income verification and eligibility forms, and incomplete lease
agreements. They also discovered many times non-payment notices were in files but no follow up
documentation. Okaloosa County Growth Management also reviewed 16 tenant files in May of 2017.
They found 10 out of the 16 files to be incomplete; five files were missing signatures, four had missing
documentation and one did not include all the tenant’s income. In that instance, had that tenant included
all of their income they would have been ineligible. When asked, OCDC staff said they were aware of
the issue and that the tenant was not eligible but they had not notified the tenant or taken any other
corrective action. The County could be liable to repay NSP funds if tenants are found to be ineligible
by FDEO or HUD.
We recommend that OCDC follow established Federal, State, and contract requirements as well as
established internal policies and procedures to ensure tenants’ eligibility is properly determined and
tenant files have all required documentation.

Rental Unit Expenses
OCDC is required under contract terms to keep a record of expenses by unit. OCDC tracks expenses
by writing unit numbers on receipts/invoices. The invoice/receipt is then attached to a copy of the check
and filed by date. The expenses are posted to the accounting system, QuickBooks, referencing the unit
number so unit expenses can be identified and separated. From the 10 units selected for testing, 75
expenses were examined. We noted discrepancies in 29 of those tested.
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•

Five of the expenses referenced two payments to Home Depot. We were unable to determine
what was purchased because the online confirmation amount did not match the statement or the
receipts attached.

•

Three payments had receipts but no rental unit was identified on the receipt even though a unit
number was referenced in the accounting system. We were unable to verify that unit expenses
posted were charged to the correct unit.

•

Three payments had no receipts provided. Again, although the rental unit number was
referenced in the accounting system, we were unable to verify the accuracy.

•

Six payments were incorrectly charged to rental units.

•

Two payments relating to one check referenced a check number but that check number was
found on blank check stock in the file.

•

One payment indicated the check was payable to the Okaloosa County Board of County
Commissioners (BCC) but notes in the files we examined indicated that the check was issued
to an employee for an out-of-pocket purchase.

The remaining eight payments were related to payroll.
•

Six of the payroll expenses had no documentation or work orders showing what work was done
on rental units to support charges.

•

Support for one payment indicated an employee worked 18 hours but was paid for 28 hours.

•

Another payment charged a rental unit for 10 hours for two employees to change a ceiling fan.

Okaloosa County’s Requirement to Monitor Programs
As program monitor for both the NSP and SHIP contracts the Okaloosa County Growth Management
Department conducted desk reviews of rental unit files in 2015 and 2016.
In 2015, the program monitor reviewed 15 units. For the units examined, the program monitor indicated
that they had difficulty determining what repairs or upgrades were made to various rental units and
what actual costs were, due to insufficient documentation. Included in findings contained in their report
they noted that OCDC was expensing tools to rental units instead of capitalizing such expenses as
equipment. OCDC is required by the NSP Contract to maintain an inventory list of all equipment
purchased with NSP funds. The Program Monitor requested an equipment list from OCDC but has
yet to receive a complete and accurate list of tools and equipment purchased with NSP funds.
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The program monitor also found inconsistencies in the costs of appliances and fixtures purchased for
rental units. A refrigerator for one rental unit was purchased for $2,000 whereas a refrigerator for
another rental unit cost $800.
For the 2016 review, 28 rental unit files were examined with similar results. The program monitor had
difficulty in clearly identifying repairs and upgrades for rental units examined. They also found that
$28,146 of expenditures were recorded to either the wrong unit or wrong classification. In a review of
payroll amounts submitted for reimbursement, discrepancies totaling $1,331.82 were noted. OCDC
could not provide an explanation and subsequently repaid the County for payroll discrepancies.
Copies of these reports including actions taken to correct the deficiencies noted are available through
Okaloosa County’s Growth Management Department.

Rental Unit Expenses-Maintenance Hours Charged to Rental Units
OCDC is responsible for maintenance and repair of all NSP rental units. This includes any repairs and
maintenance needed to prepare units for a new tenant after the previous tenant moves out. OCDC refers
to this as a “turn” as in a turn-around or turnover of a rental unit. OCDC NSP Policies and Procedures
require utilities should be turned on for no more than two weeks to complete a rental unit turn. In
addition, policies require the Director of Programs or Executive Director should be notified if utilities
are needed longer than two weeks. The Executive Director has stated that the “turn” of a rental unit
should take approximately 160 hours. Rental units are charged for labor costs through the use of
manually written work orders whereby maintenance employees’ time expended on rental unit repairs
is recorded on a work order. This information is used to allocate their time and related payroll costs to
the appropriate unit.
We performed an analysis on maintenance hours charged to the NSP program rental units for fiscal
year 2016. We found that 70% of maintenance hours (5,394) for the entire year were charged to 13
units. These units had an average of 292 maintenance hours charged, well over the 160-hour average
provided to us. One unit was billed for 476 hours. To support the payroll expenses that we reviewed,
either no work order was provided or notations on the work order merely referenced “turn.”
During Growth Management’s review of 2016 expenses, they also found excessive maintenance hours
charged in 14 of 28 units. OCDC was unable to provide an accounting or any documentation regarding
the work performed in those units.
We recommend OCDC keep detailed work orders and timesheets for each maintenance employee.
OCDC should set up guidelines as to the acceptable amount of time repairs should take. If an employee
is going to spend more time than that, such should require management’s review and approval.
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Rental Unit Income
Section 27 of Amendment 4 the NSP contract with Okaloosa County requires OCDC to advertise,
promote and conduct outreach activities to maintain rental unit occupancy at acceptable levels. This
section also requires that OCDC collect all rent and other amounts due in a timely manner and deposit
into appropriate bank accounts.
The County’s Program Monitor in Growth Management tracked unit income, expenses, net income and
occupancy for 2016. We compiled this information and note that for 816 potential rental income
months for the year, 159 months or 19.5% of the units were either vacant or rent was not collected. For
the 10 units examined during our review:
•

One unit had no income for 8 months. For this unit, OCDC staff stated that payment
arrangements were made several times without success, however OCDC policy only allows for
payment arrangements to be made once each year.

•

Another unit only collected rent twice between January and July. Eviction proceedings did not
begin until July 2016 and the tenant did not move out until October 2016. OCDC staff we spoke
to did not have an explanation why it took so long to begin eviction.

•

During review of tenant/unit files we noted one rental unit where the tenant moved out in March
2016, the same tenant moved back into that unit in October 2016. There was no rent collected
between March 2016-September 2016. OCDC staff said that they were not able to rent the unit
because the maintenance staff was not able to turn the unit during that time period.

•

Regarding rent due dates and late fees, OCDC staff stated that rent is due by the first of each
month. A late fee is applied if payment is not received by the fifth of the month. If rent is not
received by the sixth day, a three-day notice is issued which gives the tenant three days to pay.
OCDC staff indicated that the tenant generally will contact their office to set up payment
arrangements. If the tenant does not respond within 3 days, eviction proceedings begin.
According to OCDC staff, less than 10 evictions have been filed with the Court and less than 5
tenants have been evicted.

•

The OCDC maintenance employee who occupied one of the rental units referenced previously
did not pay rent for three months during the lease period. On several other occasions rent was
paid well past the fifth of the month, however, no late fees were assessed as required in policy.
Upon termination of the lease, the employee was allowed to leave with unpaid rent owed.
OCDC staff were unable to explain why an employee was permitted to move out with a balance
due.

We recommend that OCDC establish and follow policies and procedures to ensure maximum rental
income by ensuring timely payments while maximizing unit occupancy. Rental of units to citizens
should be made equitably avoiding even the appearance of favoritism shown to tenants.
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Rental Property Monitoring Plan
The NSP contract with Okaloosa County contains a Rental Property Monitoring Plan that outlines
reporting requirements. OCDC is required to provide the County with a complete intake application
packet, including completed conflict of interest forms on all proposed tenants. According to the plan
occupancy is not granted until they receive written approval from the County. This applies to the initial
occupancy as well as subsequent occupancies for all NSP properties through the end of the affordability
period.
Annually, OCDC is to provide an independent audit and a pro-forma showing actual income and
expenses for each NSP property. The pro-forma must include, at a minimum, the amount of all rents
collected on each NSP property during the calendar year, all security deposits, by address, currently
held by OCDC, all expenses incurred on each NSP property during the calendar year, all expenses
associated with managing the property and the amount of funds in the reserve accounts at the beginning
and end of the calendar year. Additionally, OCDC is to provide proof of tax exemption for each NSP
property from the Property Appraiser’s office and evidence of property insurance for full replacement
value with the County named as additional insured on each property. Monthly, OCDC is to provide
the County at a minimum the following information:
•
•
•
•

a summary of NSP properties to include how many units are rented,
how many and which units are vacant,
which units if any required repairs and the dollar amount of those repairs,
status of Macedonia Community Development and Greg Chapel AME Church involvement (these
are religious organizations that OCDC has contracted with to manage 11 of the 69 NSP units),
• profit and loss statements for each unit,
• status of any ongoing County or State requests and any complaints received.
The Monitoring Plan also requires OCDC to arrange for a County representative to inspect each NSP
unit within sixty days of the completion of the calendar year. The inspection report, at a minimum,
must contain information on the condition of the exterior elevation, condition of walls and floor
covering, condition and operation of exterior doors, interior doors and windows, condition of light
fixtures and ceiling fans, condition of cabinetry, condition and operation of plumbing fixtures, and
condition of all appliances.
OCDC does not provide the County with information on potential tenants (intake application packet).
The County has not enforced this provision. OCDC does not provide the County with an annual proforma, proof of tax exemptions or evidence of property insurance and the County has not requested this
information from them.
OCDC does provide Okaloosa County with a monthly report for NSP units. However, they do not
include which units are vacant and do not provide information on which units need repair or the cost
of repairs per contract requirements. Additionally, they report what the rent amounts are supposed to
be but do not always disclose which units are not paying rent. They also do not provide information
on the Macedonia or Greg Chapel involvement.
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We examined the reports for December 2015 and June 2016. In June 2016, one unit had not paid rent
for 4 months and OCDC was preparing to start the eviction process. However, this information was
not disclosed to the County. The County does not perform an annual inspection of units. Neither the
County nor OCDC is in compliance with the Rental Property Monitoring Plan.
We recommend that OCDC ensure that all reports required by contract are completed accurately and
timely filed and include all required information. Okaloosa County should ensure that OCDC is filing
all required reports. Okaloosa County should implement a process to inspect NSP units each year.
Monitoring of such reports on rental units by Okaloosa County may serve to assist them in evaluating
the reasonableness of amount of funds expended on individual rental units including labor costs.

Required Financial Reporting
OCDC is required to submit an audit of their financial statements conducted by an independent certified
public accountant by March 31st of each year. The audit for the year ending June 30, 2015 which was
due March 1, 2016 was not submitted to the County until November 10, 2016. Other quarterly and
annual reports required to be submitted to the Finance Department have been late an average of 48
days.
In the most recent audit (FY2014-15) conducted by an independent external auditor, OCDC received
an audit finding reported as a significant deficiency regarding filing of audited financial statements.
OMB Circular A-133 requires that audited financial statements and the single audit reporting package
be submitted to the Federal Audit Clearinghouse no later than 9 months after the fiscal year end. As
mentioned in the preceding paragraph, the audit report was due no later than March 31, 2016. However,
the financial statement audit did not begin until July 2016 and was not submitted to the County until
November 10, 2016, well after the report due date.
In response to the finding, OCDC anticipated meeting future financial reporting deadlines however the
audit for the subsequent fiscal year (FY2015-16) did not commence until August 2017 well past the
reporting deadline.
OCDC is responsible for providing appropriate and accurate information so that the County can submit
a quarterly NSP report to Florida Department of Economic Opportunity (FDEO). The report for the
quarter ending September 30, 2017 was due to FDEO no later than October 13, 2017. The required
information from OCDC was not submitted to the County until October 11. An initial County review,
revealed a $108,310.64 discrepancy between program income shown on report and the balance in bank
accounts. Although an $80,000 accounting error was identified, the report was submitted to FDEO
with a $27,547.63 discrepancy due to time constraints.
We recommend that OCDC take appropriate actions throughout year to ensure all required reporting is
completed timely and accurately.
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Management
Accounting
OCDC fiscal staff do not possess sufficient knowledge and training required to follow Generally
Accepted Accounting Principles (GAAP). Because of this, external auditors had to make numerous
material adjustments to the financial statements. Significant adjustments to accounts payable and
accrued expenses, allowance for bad debt, deferred revenues, depreciation, and receivables and related
revenues were made by the external auditors. This resulted in an audit finding deemed to be a material
weakness in its internal controls over financial reporting in the most recent audit of OCDC for FY
2014-15, discussed previously.
OCDC should consider additional formal training for its financial staff to ensure compliance with
professional accounting standards. OCDC management should follow existing policies and procedures
that provide for appropriate management oversight of the accounting function.

Internal Control
Bank Reconciliations
As defined in OCDC’s Financial Responsibilities narrative, the bookkeeper shall reconcile each
QuickBooks company account to corresponding bank statements and provide these to the Executive
Director for review and approval. Such is a key control necessary to ensure appropriate oversight of
financial operations.

We reviewed two months of bank reconciliations, December 2015 and June 2016. During December
2015, OCDC had 11 bank accounts to reconcile. The reconciliation was missing for one account. Four
accounts were not approved by the Executive Director. Two of the reconciliations were not completed
until March 2016. There were 12 bank accounts to reconcile June 2016. The reconciliation was missing
for one account. One reconciliation did not include a bank statement. The bank statement was provided
in June 2017. Seven of the accounts were not approved by the Executive Director. One reconciliation
was not completed until October 2016 and three accounts were not reconciled until December 2016.
Reconciliations are not being done in timely manner and are not following policy for the Executive
Director to approve. This is a significant control weakness given the executive director’s review of
bank reconciliations performed by the bookkeeper/accountant is a key control.
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Receipts by Mail
The bookkeeper opens all checks/mail and routes to the Executive Director for review. The Executive
Director then distributes mail/checks to appropriate staff. All NSP checks are given to NSP
Administrator and SHIP checks are given to the SHIP Administrator. The Administrators prepare their
deposits. A check log is not created at time of receipt. In effect, management does not track checks to
know if any checks are missing. We recommend all checks be logged when received and the
appropriate administrator signs the check log confirming receipt of checks.

Segregation of Duties-Accounting System
As mentioned previously, OCDC uses a well-known automated accounting system, QuickBooks© to
process accounting entries and to produce financial statements. QuickBooks employs a User Rights
and Rules system for segregating rights to the various accounting functions to ensure appropriate
separation of duties over the accounting function.
We reviewed these user rights and rules and learned that all users have full access to all areas in
QuickBooks including critical areas such as payroll and vendor setup. Such circumvents designed
controls.
We recommend that OCDC management perform a comprehensive review of its accounting function
and create appropriate segregation of duties.

Policies and Procedures-Compensation
We reviewed OCDC Policies and Procedures also referred to as the employee handbook. This
document is approved by the Board of Directors. These policies address, among other things, paid time
off accrual rates for employees with varying lengths of service. Leave is accrued at the rate of 1 week
each year for employees who have worked for OCDC at least one year. The maximum amount that
can be earned is 3 weeks of vacation for employees who have been employed five years or longer.
During our review of accounting transactions, we noted several questionable compensation
expenditures that are not authorized in policies adopted by the Board. These include paying utility bills
for OCDC staff and providing pay advances.
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We noted four employees who have a negative balance in their leave balances meaning that they have
been paid for time not worked. In the instances noted the negative balances ranged from 42 hours to
354 hours. When questioned about these practices we were informed that such is at the discretion of
the Executive Director.
We believe that such compensation decisions should be authorized by the Board of Directors. We
recommend that the Executive Director seek approval for all compensation decisions from the Board
of Directors.

NSP Funding
As mentioned previously, Okaloosa County entered into agreement C10-1798-GM with OCDC on
April 20, 2010 for the administration of the NSP funds. This agreement included funds to purchase a
land bank in Fort Walton Beach for the future construction of 24 rental units. Six units have been built
on the land bank in Palm Village utilizing NSP funds. Construction delays in completing these rental
units resulted in a completion date after the expiration of the grant, May 31, 2016. Due to those delays
the County and OCDC lost $279,124.75 of NSP grant funding.

NSP Obligations
As mentioned previously, OCDC is required to build 18 additional rental units in Palm Village no later
than May 31, 2026. The only funding source for this construction is rental income generated from the
NSP rental units. In 2016, OCDC received $460,426.86 in rent income. Related rental expenses were
$410,435.70. In addition, OCDC deducted management fees of $46,352.78. Net Income from NSP
rental units in 2016 was $3,638.38.

What effect this has on OCDC’s ability to meet its obligation to fund and construct the additional 18
rental units is unclear.

19 | P a g e

Report on Review of Okaloosa Community Development Corporation
January 12, 2018

Governance
Articles of Incorporation
The Okaloosa Community Development Corporation is a 501(c)(3) corporation incorporated in the
State of Florida on January 26, 1993. According to the Articles of Incorporation filed with the Secretary
of State, OCDC was originally organized for charitable and educational purposes including the
redevelopment, promotion, up-grade and rehabilitation of cultural, historic, social, physical and
economic aspects of Okaloosa County. Those bylaws were amended on October 18, 2000 to include
provision for decent housing that is affordable in Okaloosa County.
OCDC has no members and so all decisions affecting the business, property and affairs of the
corporation are made by its board of directors. According to the Articles of Incorporation the number
of board members, qualifications and manner of their election or appointment shall be established in
the Bylaws of the corporation, but the number of board members may not be less than three. In addition,
those articles provide that officers of the corporation (Chairperson, Vice-Chairperson, Secretary and
Treasurer) shall be elected by its Board of Directors each year.
Articles of Incorporation also provide that amendments to the Articles may be made by a vote of twothirds of the Directors present at any regular or special meeting, a majority being assembled. Because
the Articles provided that the Board of Directors may be comprised of as few as three members, in
effect, Articles can be changed with as little as two board members.

By-laws “Quorum”
According to the bylaws of the corporation, there shall be up to 17 board members (directors). The
presence of a majority of the total number of Directors shall constitute a quorum. Based on minutes of
the board meeting held on June 16, 2016 there were 14 directors and yet only 6 were present. There
was no quorum.
We examined a series of board meeting minutes for the most recent 12 months ending September 2017.
The number of directors listed in the minutes varied between 12 and 14. No meetings were held in two
of the 12 months examined. For the remaining 10 meeting minutes, no quorum was present with six
members at most being in attendance.
Subsequent to the conclusion of our field work and in response to the previous comments, OCDC
management provided us with minutes of a meeting of the Board of Directors held October 16, 2014
wherein bylaws addressing quorum requirements for the corporation were amended. Contrary to
statements made by management in their written response (included at the end of this report), these
changes were not filed with the Florida Secretary of State.
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According to that amendment a quorum of directors necessary to conduct business of the non-profit is
defined as: “the total present at any meeting and participating in the meeting of the Board of Directors
shall constitute a quorum for the transaction of Corporate business”. In effect, the corporation can be
managed with oversight of as little as two persons. While we do not offer an opinion regarding the
appropriate number of directors necessary to adequately oversee, monitor and make decisions regarding
the operations of the corporation, we do believe that the quorum requirements as amended create an
opportunity for errors and mismanagement to occur and may have been a contributing factor to the
items addressed in this report.
Bylaws provide for the automatic removal of a Director who fails to attend any three (3) consecutive
meetings without Board approved excuse. Four directors did not attend any meetings during this time.
In addition, based on our review of those meeting minutes it appears that there is a core group of five
or six directors who regularly attend and make decisions affecting the corporation.

Approval of Minutes
We noted in minutes of the February 23, 2017 meeting that the Board approved the minutes of the
meeting held on February 23, 2016, one year previous.

Meeting Advertising and Florida’s Public Records law
In conversations with the Executive Director and Chairman of the Board of OCDC we learned that
meetings of the Board are not publicly advertised.
In our research regarding the need to advertise board meetings of not-for-profits we learned that OCDC
serves as the SHIP administrator for Okaloosa County and is granted such authority though their
contract with Okaloosa County. Because of this, OCDC has been granted authority to administer the
local housing assistance plan by Okaloosa County. By delegating the Board’s statutory decisionmaking authority to OCDC they become a sub-recipient for the SHIP program under Part VII, Chapter
420, Fla. Stat. Because of this they are an agency within the scope of the Government in the Sunshine
and the Public Records Law.
We are concerned that Articles of Incorporation can be changed with as little as two board members.
In addition, although bylaws require a majority of board members be present to conduct business we
know that generally, a quorum was never present. Meetings of the Board are not advertised and
attendance by board members at these meetings is problematic.
We recommend that the board of directors for Okaloosa Community Development Corporation take
steps to improve governance activities and controls of the corporation.
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Related Party Transactions
The NSP contract specifically addresses conflicts of interests several times in that document. Section
22 of Amendment 4 states that no member of OCDC’s governing body shall have any financial interests
in any property acquired using NSP funds including property management services. In addition, the
Chairman of the Board at that time signed a letter in April of 2010 stating that neither he nor any
company that he was affiliated with would receive any funds from NSP.

As fully disclosed in the most recent external audit of OCDC (FY 2014-15), a member of the Board is
the owner of the rental management company that manages the homeowners’ association for Rolling
Pines Townhomes. 61 of the 256 rental units covered under the homeowner’s association were
acquired using NSP funds and operated by OCDC. For the period covered by this audit the company
received over $25,000 from NSP funds for HOA dues and received a monthly fee for peforming the
accounting for the homeowners’ association.
We note that the Executive Director for OCDC sits on the Board of Directors of the Rolling Pines
Homeowner’s Association (HOA) and serves as Treasurer.

Conflicts of Interests
The NSP Housing Assistance Plan addresses conflicts of interest. OCDC is to provide the County with
a list of qualified applicants with proof of eligibility and proof no conflict of interest exists between the
applicant and members of the Community Advisory Task Force (CATF), Okaloosa BCC, County Staff
or OCDC staff. Any member of the CATF, County Commission, local government employee, board
member or employee of a sub-recipient or developer organization or a contract worker that are directly
related to anyone working in the NSP Program or relatives of this individuals are ineligible for program
participation unless they are granted a waiver by local government and FDEO. Prohibition against
participation shall continue for one year after an individual’s relationship with the local government,
sub-recipient, or contract worker has terminated.

During our review, we noted that two OCDC maintenance employees lived in NSP units. This fact
was not disclosed to the County or approved by Okaloosa County or FDEO.
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The Housing Assistance Plan also states contractors who have a potential conflict of interest with any
recipients, sub-recipients or potential beneficiaries will not be allowed to submit bids or perform any
work under the NSP program. The SHIP Administrator for OCDC who is also the NSP Palm Village
property manager worked for the plumbing contractor who performed the plumbing work for the new
construction at Palm Village.
OCDC should ensure all conflicts of interest are disclosed and approved by the County and FDEO.
Conflicts of interest of this nature could result in the County repaying grant funds or potentially
jeopardize future grant receipts.
Please see Okaloosa County’s and Okaloosa Community Development Corporation’s response to this
report following.

End of Report
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Exhibit A Management’s Response
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