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1. REQUESTED MOTION: 

ACTION REQIJESTED: 
Present to the Board of County Commissioners the Independent Auditors’ Management Letter for the fiscal year ended 
September 30,2001. 

WHY ACTION IS NECESSARY: 
Per Section 11.45(S), Florida Statutes, a copy ofthe report shall be submitted to the Roard ofcounty Commissioners and filed as 
permanent public record in the Minutes Office of the Clerk. 

WHAT ACTION ACCOMPLISHES: 
Compliance with Chapter 10.550 “Rules of the Auditor General- Local Governmental Entity Audits”, and Section 11.45, 
Florida Statutes. 
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7. BACKGKOUND: 

The purpose ofthe Lee County Independent Auditors’ Management Letter is to provide recommendations to improve the 
County’s present financial management. accounting procedures, and internal control structure. 

These comments and recommendations were prepared by KPMG LLP for the fiscal year ended September 30,2001. Also 
included are the responses by the Clerk’s Office and County Management. 
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Management Letter in Accordance with the 
Rules of the Auditor General of the State of Florida 

To the Board of County Commissioners 
of Lee County, Florida: 

We have audited the financial statements of Lee County, Florida (the County) as of and for the tiscal year 
ended September 30, 2001, and have issued our report thereon dated January 1X, 2002. In planning and 
performing our audit of the basic financial statements of the County we considered internal control in order to 
determine our auditing procedures for the purpose of expressing our opinion on the financial statements. An 
audit does not include examining the effectiveness of internal control and does not provide assurance on 
internal control. We have not considered internal control since the date of our report. 

We conducted our audit in accordance with auditing standards generally accepted in the IJnited States of 
America and the standards applicable to financial audits contained in Government hditing Sfundards, issued 
by the Comptroller General of the United States. We have issued our Independent Auditors’ Report on 
Compliance and on Internal Control over Financial Reporting. Disclosure in that report which is dated 
January 18, 2002, should be considered in conjunction with this management letter. 

Additionally, our audit was conducted in accordance with Chapter 10.550, Rules of the Auditor General. 
Those rules (Section 10.554(l)(g)l.a.) require that we address in the management letter, if not already 
addressed in the auditors’ reports on compliance and internal controls, whether or not inaccuracies, shortages, 
defalcations, fraud, and/or violations of laws, rules, regulations, and contractual provisions reported in the 
preceding annual financial audit report have been corrected. There were no inaccuracies, shortages, 
defalcations, fraud or violations of laws, rules, regulations, or contractual provisions reported in the preceding 
annual financial audit. 

The Rules of the Auditor General (Section 10.554(l)(g)l.b.) rc .q uire that we address in the management letter, 
if not already addressed in the auditors’ reports on compliance and internal controls, whether or not 
recommendations made in the preceding annual financial audit report have been followed. The status of prior 
year recommendations is summarized in Exhibit A. 

The Rules of the Auditor General (Section 10.554( l)(g)6.a.) state that a management letter shall include a 
statement as to whether or not a local governmental entity is in a state of financial emergency as a 
consequence of conditions described in Section 218.503(l), Florida Statutes. Section 218.503(l) states that a 
local governmental entity is in a state of financial emergency when any of the following conditions occur: 

(a) Failure, within the same fiscal year in which due, to pay short-term loans Tom banks or failure to 
make bond debt service payments when due; 



(b) Failure to transfer at the appropriate time, due to lack of funds: (1) taxes withheld on the income of 
employees; or (2) employer and employee contributions for a) federal social security, or b) any 
pension, retirement or benefit plan of an employee; 

(c) Failure for any one pay period to pay, due to lack of funds: (I) wages and salaries owed to 
employees; or (2) retirement benefits owed to former employees; 

(d) An unreserved or total fund balance or retained earnings deficit for which sufficient resources of the 
local governmental entity are not available to cover the deficit for two successive years; and 

(e) Noncompliance of the local government retirement system with actuarial conditions provided by 
law. 

Management of the County has determined that the County is not in a state of financial emergency as defined 
in Section 21 X.503( I). In connection with our audit of the basic financial statements of the County, the results 
of our tests did not indicate that the County is in a state of financial emergency as a consequence of the 
conditions in Section 21X.503(1). 

As required by the Rules of the Auditor General (Section 10.554( l)(g)6.c.), we have applied the financial 
condition assessment procedures pursuant to Rule 10.556(S) 

As required by the Rules of the Auditor General (Section 10.554( l)(g)6.b.), we compared the annual financial 
report for the County for the fiscal year ended September 30, 2001, filed with the Florida Department of 
Ranking and Finance pursuant to Section 218.32(1)(a), Florida Statutes, and noted no differences with the 
annual financial audit report for the fiscal year ended September 30, 2001. 

As required by the Rules of the Auditor General (Section 10.554(1)(&2.), the scope of our audit included a 
review of the provisions of Section 218.415, Florida Statutes, regarding the investment of public funds. In 
connection with our audit, we determined that the County complied with Section 218.415, Florida Statutes. 

As required by the Rules of the Auditor General (Section 10,554(1)(g)3.), require that we report any 
recommendations to improve the County’s financial management, accounting procedures, and internal 
controls. The recommendations to improve the County’s financial management, accounting procedures, and 
internal controls are included in Exhibit A. 

The Rules of the Auditor General (Section 10.554( l)(g)4.) re q uire disclosure in the management letter of the 
following matters if not already addressed in the auditors’ reports on compliance and internal controls: 

(a) Violations of laws, rules, regulations, and contractual provisions that have occurred, or are likely to 
have occurred, and were discovered within the scope of the audit, 

(b) Improper or illegal expenditures discovered within the scope of the audit that may or may not 
materially affect the financial statements, 

(c) Other matters requiring con-ection that may or may not materially affect the financial statements 
reported on, including, but not limited to: 

(I) Improper or inadequate accounting procedures (e.g. the omission of required disclosures Loom 
the annual financial statements). 
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(2) Failures to properly record financial transactions 

(3) Other inaccuracies, shortages, defalcations, and instances of fraud discovered by, or that come 
to the attention of, the auditor. 

The results of our audit disclosed no items requiring disclosure 

The Rules ofthe Auditor General (Section 10,554(1)(g)5.) I a so require that the name or official title and legal 
authority for the primary government and each component unit of the reporting entity be disclosed in the 
management letter, unless disclosed in the notes to the financial statements. 

The disclosure of required information for the primary government and the discretely presented component 
unit is made in the notes to the financial statements. 

This management letter is intended solely for the information of the Lee County, Florida, management, and 
the State of Florida Office of the Auditor General, and is not intended to be and should not be used by anyone 
other than these specified parties. 

January IX,2002 



Exhibit A 

Current and Prior Year Comments and Recommendations 

Current Year Comments 

Cash Reconciliation 

Observation: KPMG obtained bank and investment conlirmations from the Board of County Commissioner’s 
(the “Board”) various financial institutions and found that the amount of the cash repotted on the financial 
statements did not agree with the financial institutions. 

The Board reports each fund’s cash balance based on a cash clearing account within its JDEdwards’ financial 
software. Typically, the sum of all the funds’ cash account balances is the same as the balance of the “pooled 
cash” account in the clearing fund. There are however occasional temporary timing differences. The Board 
reconciled the pooled cash clearing fund to the bank statements but no reconciliation of the fund level cash 
accounts was performed to determine that the individual funds reported correct cash balances. 

Recommcrrdation: KPMG recommends the implementation of an additional reconciliation at fund level. 

Management’s Response: We agree and have implemented such a reconciliation process. We have confirmed 
the financial statement cash balances to the bank balance and are current with the fund reconciliation. 

Prior Year Comments 

All comments relating to the prior year were substantially implemented during the fiscal year and are no 
longer applicable. 


