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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH:
GOVERNMENT AUDITING STANDARDS

Board of Trustees
Barefoot Bay Recreation District
Barefoot Bay, Florida

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund and the aggregate remaining fund information of Barefoot Bay Recreation District as of and for the year ended
September 30, 2005, which collectively comprise the Barefoot Bay Recreation District’s basic financial statements,
and have issued our report thereon dated July 28, 2006. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Barefoot Bay Recreation District’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting. However, we
noted certain matters involving the internal control over financial reporting and its operation that we consider to be
reportable conditions. Reportable conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could
adversely affect Barefoot Bay Recreation District’s ability to record, process, summarize, and report financial data
consistent with the assertions of management in the financial statements. Reportable conditions are described
below.

Cash Management

The District’s internal control does not provide for the appropriate level of management oversight over key control
functions related to cash management. For example, District personnel did not reconcile the bank accounts during
the entire fiscal year. When the reconciliations were performed subsequent to the fiscal year end, it was discovered
that significant cash transactions were not recorded or were duplicated in the District’s general ledger, resulting in
inaccurate and unreliable financial data. There was no policy in place that required District management to
acknowledge completion of this control procedure. Further, the incorporation of the appropriate level of supervision
and review by District management is made more essential due to the “small shop” environment of the District’s
finance and administrative personnel. This limitation can be offset by increased scrutiny of financial reports by the
District management, and the use of detailed budgets with monthly comparisons of budget versus actual. It should
be clearly understood, however, that changes in management and office personnel or changes in the extent of
participation by management could have a material effect on the internal control structure.




Capital Asset Inventory

Chapter 10.400 of the Rules of the Auditor General provides guidance on the management of capital asset inventory.
The District, during the fiscal vear, did not maintain its capital asset inventory ledger. As a result, the District was
unable to properly document completion of its annual physical inventory in compliance with this guidance. Further,
we noted that the capital asset ledger was not updated for assets acquired or disposed of during the year. And while
the Community Manager did verbally communicate with the District regarding many of the assets lost or severely
damaged during the hurricanes and as to other assets that were identified as obsolete or idle, formal documentation
of the Board’s approval of these dispositions was not attained in accordance with the Rules of the Auditor General,

As the custodian of these assets, the District should take steps to ensure that these assets are properly accounted for
and guarded against theft, misappropriation or misuse.

Related to depreciation of capital assets, the District has not formally documented its policies for the calculation of
depreciation expense, such as the method for calculating depreciation and determination of estimated useful lives.

Payroll Process

Our audit procedures indicated that the payroll process was not properly managed during the fiscal year. Problems
noted included incorrect withholding of FICA taxes from gross wages, tips doubled when posted to the payroll
ledger and payroll taxes for paychecks written outside of the regular pay cycle not deposited timely. As a result of
these problems, the District was not in compliance with the Internal Revenue Code regarding appropriate and timely
payroll tax deposits and reporting. Further, the District was not calculating the payroll tax deposits correctly from
the payroll reports generated from the accounting system resulting in a large overpayments to the Internal Revenue
Service that were subsequently reimbursed to the District. While it was determined that some of these errors were a
result of data entry errors made by payroll personnel, it was also determined that the District did not provide for the
appropriate level of oversight over the payroll process, i.e. reconciliations and reasonableness reviews, and that
additional training for new payroll personnel may have been warranted.

A material weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would be material
in relation to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. Our consideration of the internal control
over financial reporting would not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses. We believe all of the reportable conditions described above are material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Barefoot Bay Recreation District’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations and
contracts, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards, as described
below.

Excess of Expenditures Over Appropriations

The Recreation Fund expended $122,975 more than was legally appropriated by its budget. Florida Statutes provide
that a governmental unit may not expend more than what has been appropriated by the entities legally adopted
budget. Budget revisions that increase the total appropriations of the District must be adopted (by resolution) by the
Board of Trustees. Any year-end budget revisions must be submitted and approved by the Board of Trustees within
sixty days of the fiscal year end.




We also noted certain additional matters that we reported to management of Barefoot Bay Recreation District in a
separate letter dated July 28, 2006.

This report is intended solely for the information and use of management, the Board of Trustees of Barefoot Bay
Recreation District, Brevard County, the Florida Department of Community Affairs and the Office of the Auditor
General of the State of Florida and is not intended to be and should not be used by anyone other than these specified
parties. However, this report is a matter of public record and its distribution is not limited.
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Melbourne, Florida
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MANAGEMENT LETTER COMMENTS

Board of Trustees
Barefoot Bay Recreation District
Barefoot Bay, Florida

We have audited the financial statements of Barefoot Bay Recreation District as of and for the year ended
September 30, 2005 and have issued our report thereon dated July 28, 2006.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement.

In planning and performing our audit of the financial statements of Barefoot Bay Recreation District for the year
ended September 30, 2003, we considered its internal control over financial reporting in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on internal control over financial reporting.

We are submitting for your consideration the accompanying recommendations designed to help you improve
internal control over financial reporting and achieve operational efficiencies. Also, we have tested your operations
for compliance with applicable laws and have included additional comments required to be included by reason of the
Rules of the Auditor General of the State of Florida.

This report is intended for the information of management, the Board of Trustees of Barefoot Bay Recreation

District, the Florida Department of Community Affairs, and the Auditor General of the State of Florida. The
restriction is not intended to limit the distribution of this report, which is a matter of public record.
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Melbourne, Florida
July 28, 2006




ITEMS REQUIRED TO BE REPORTED PURSUANT
TO THE RULES OF THE AUDITOR GENERAL

The Rules of the Auditor General (Section 10.554(1)(h)1.) require that we address in the management letter, if not
already addressed in the auditor’s reports on compliance and internal controls or schedule of findings and questioned
costs, whether or not recommendations made in the preceding annual financial audit report have been followed. We
have updated prior year comments in Appendix A.

As required by the Rules of the Auditor General (Section 10.554(1)(h)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 Barefoot Bay Recreation District complied with Section 218.415, Florida Statutes.

The Rules of the Auditor General (Section 10.554(1)(h)3.) require that we address in the management lefter any
findings and recommendations to improve financial management, accounting procedures, and internal controls. In
connection with our audit, such matters are disclosed in our Report on Internal Control and compliance and in
Appendix A. \
The Rules of the Auditor General (Section 10.554(1)(h)4.) require disclosure in the management letter of the
following matters if not already addressed in the auditor’s reports on compliance and internal controls or schedule of
findings and questioned costs and are not clearly consequential: (1) violations of laws, rules, regulations, and
contractual provisions that have occurred, or are likely to have occurred; (2) improper or illegal expenditures; (3)
improper or inadequate accounting procedures (e.g., the omissions of required disclosures from the financial
statements); (4) failures to properly record financial transactions; and (5) other inaccuracies, storages, defalcations,
and instances of fraud discovered by, or that come to the attention of, the auditor. Our audit disclosed no matters
other than those already reported required to be reported by Rules of Auditor General (Section 10.554(1)(h)4.).

The Rules of the Auditor General (Section 10.554(1)(h)5.) also 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 Barefoot Bay Recreation District (“District”) is a special independent taxing district created by Ordinance
Number 84-05 of the Board of County Commissioners of Brevard County, Florida, on January 12, 1984, in
accordance with Sections 34 through 38 of Chapter 83-204, Laws of Florida, under the authority granted by Section
418.30, Florida Statutes. The District was established in order to acquire, operate, and maintain the facilities of the
mobile home recreation park.

As required by the Rules of the Auditor General (Section 10.554(1)(h)6.a.), a statement must be included as to
whether or not the local government entity has met one or more of the financial emergency conditions described in
Section 218.503(1), Florida Statutes. In connection with our audit, we determined that the Barefoot Bay Recreation
District did not meet any of the conditions described in Section 218.503(1), F lorida Statutes.

As required by the Rules of the Auditor General (Section 10.554(1)(h)6.b.), we determined that the annual financial
report for the Barefoot Bay Recreation District for the fiscal year ended September 30, 2005, filed with the Florida
Department of Financial Services pursuant to Section 218.32(1)(a), Florida Statutes, is in agreement with the annual
financial audit report for the fiscal year ended September 30, 2005.

As required by the Rules of the Auditor General (Section 10.554((h)6.c. and 10.556(7), we applied financial
assessment procedures. It is management’s responsibility to monitor the entity’s financial condition, and our
financial condition assessment was based in part on representation made by management and the review of financial
information provided by same.
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