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Division of Inspector General
Phone (352) 253-1644 Post Office Box 7800
Fax (352) 253-1645 Clerk of the Circuit Court Tavares, Florida 32778-7800

January 21, 2015
Board of County Commissioners

We have conducted a follow-up review of our audit of the Lake County Historical Society, as
scheduled per the Clerk’s Annual Inspector General Audit Plan. The objectives of our review
were to determine the implementation status of our previous recommendations.

Of the 43 recommendations in the report, we determined that 7 were implemented, 15 were
partially implemented, 8 were not implemented, and 13 were not applicable. The status of
each of our recommendations is presented in the follow-up report.

We appreciate the cooperation and assistance provided by the Lake County Historical Society
during the course of our review.

Respectfully submitted,

Beb Melton

Bob Melton
Inspector General

cc: Honorable Neil Kelly, Clerk of Circuit & County Courts
David Heath, County Manager
Board of Directors, Lake County Historical Society
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Follow-up Review of Audit of Lake County Historical Society

INTRODUCTION

Scope and Methodology

We conducted a follow-up review of our audit of Lake County Historical Society (Report No. BCC-107).
The objectives of our review were to determine the implementation status of our previous
recommendations.

The objectives of the original audit were to:

1. Determine whether cash receipts and disbursements have been accounted for properly.
2. Determine whether the Society has complied with the terms of its agreement with the County.
3. Identify any opportunities for improvement in Society operations.

To determine the current status of our previous recommendations, we interviewed members of the
Society and the Society’s independent contractor, reviewed documentation, reviewed meeting
minutes, and physically observed museum items.

Our follow-up review included such tests of records and other auditing procedures, as we considered
necessary in the circumstances. Our follow-up review was performed August 2014 through October
2014. The original audit period was October 1, 2011 through March 31, 2013. However, transactions,
processes, and situations reviewed were not limited by the audit period.

Overall Conclusion

Of the 43 recommendations in the report, we determined that 7 were implemented, 15 were partially
implemented, 8 were not implemented, and 13 were not applicable. One of 16 Opportunities for
Improvement that was partially implemented was the responsibility of the Board of County
Commissioners. We continue to encourage the Society to fully implement the remaining
recommendations.

Background

The Lake County Historical Society, Inc. is a Florida nonprofit corporation. Membership in the Society is
open to any person, family, or institution interested in the history of Lake County, Florida. Dues for
membership are an annual amount as set by the membership committee from time to time. The

Division of Inspector General
Lake County Clerk of the Circuit and County Courts
Page 1



Follow-up Review of Audit of Lake County Historical Society

bylaws provide for an annual meeting of the membership to be held in April of each year. Board of
Directors meetings are to meet on the call of the President or Vice President. The bylaws further
provide that a quorum shall consist of six board members, one of whom shall be the President or Vice
President.

Lake County has entered into a total of three agreements with the Society to manage the historical
museum. The first agreement was dated April 21, 1987, and the latest agreement, which is currently in
effect, is dated May 20, 2010. In this agreement, the County desired to assist the Society by making
space available at the Historical Lake County Courthouse for the purpose of operating and displaying
of items of historical value and significance. The County agreed to provide office space to the Society
as well as climate controlled storage space. The County agreed to maintain the building and furnish
utilities. The County also agreed in its annual budget to consider a reasonable amount to help cover
the salary of an office manager, if funds are available. The Society agreed to be responsible for the
maintenance and operation of the museum, including maintaining an inventory of all items and the
security of all items and equipment. The agreement provided that all items would become the
property of the County as of the date of the agreement, except for a list of specific items that were to
be specifically excluded.
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STATUS OF RECOMMENDATIONS

This section reports our follow-up on actions taken by management on the Opportunities for
Improvement in our original audit of the Lake County Historical Society. The issues and
recommendations contained herein are those of the original audit, followed by the current status of
the recommendations.

1. The Board of County Commissioners Should Consider Actions Regarding The
Operation Of The Museum By The Historical Society.

We have identified several areas where the Historical Society has not complied with the agreement
with the County and with Society bylaws. The manner in which they operate the museum also does
not necessarily maximize the use of the museum or provide adequate security to the museum items.
Specific areas which need consideration by the Board of County Commissioners are:

A. The election of the officers and Board of Directors is not necessarily being done according to the
Society’s bylaws. (See Opportunity For Improvement No. 3.) Consequently, division exists within
the organization. This division has precluded the Society from going forward with activities that
would further its mission and the effective progressive operation of the museum.

B. No complete inventory of items of historical significance in the possession of the Society has
been done. (See Opportunity For Improvement No. 4.) Instead, only a partial inventory exists.
This is a violation of the Society’s agreement with the County, which requires the Society to have
a complete inventory.

C. The Society is not taking adequate safeguards to preserve items in its possession. As custodian of
the historical items belonging to the County, the Society has a responsibility to take adequate
safeguards to ensure the items remain in the best possible condition.

D. Security being maintained over items is inadequate, and the risk of theft is significant. (See
Opportunity For Improvement No. 5.) Some of the articles could be easily removed without
detection. In addition, some of the items are being stored in areas that are accessible by the
public. We noted that doors to the storage areas were not locked on a day when the Office
Manager was not on the premises. In fact, some areas do not have doors.

E. The Society is regularly spending more money than it is receiving, including paying the Office
Manager a higher salary than funds being received by the County would support. At some future
year, even if County funding is continued at the present level, the Society is going to be unable to
pay the current salary of the Office Manager unless other funding sources are developed. (See
Opportunity For Improvement No. 2.)
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The Society is currently treated as a grantee with the entire amount of $20,000 being provided
to the Society at the beginning of the fiscal year. Since the Society is not assigned a County
Department as an oversight agency, no operational oversight exists. With some other County
grants to nonprofit organizations, a County department or committee conducts monitoring visits
and receives performance reports regarding activities of the grantee. The lack of County
operational oversight may have allowed some of the current conditions to occur. Although some
financial oversight has occurred in the past since the Clerk of Courts acted as Treasurer, the Clerk
of Courts resigned that function effective April 1, 2013. Consequently, the County will have no
financial or operational oversight in the future unless some action is taken.

The County’s current agreement with the Society does not specifically contain a clause giving the
County the right to audit the Society. Since the County has made significant investment in the
Society through funding, provision of space and utilities, and allowing the Society to use its
historical items, it is important that the County retain the right to examine and inspect the
operations of the Society. Such an audit clause along with routine audits will provide the
necessary accountability to ensure County assets and investments are being used wisely and
effectively.

The Board of County Commissioners has several options in its interaction with the Historical
Society. These options include:

Option 1: Cancel the agreement with the Historical Society for management of the museum.
Section 4.2 of the Agreement provides that the County may terminate the agreement with six
months’ notice to the Society. Under this option, the County would not provide any funding to the
Society, and the County would assume responsibility for operation of the museum. In this scenario,
the museum would be assigned to a County department, and a consultant or part-time employee
may be necessary to periodically update or rotate displays in the museum. The County would incur
costs to secure all displays in the museum and to possibly make self-guided tours more effective.

This option would lead to a potential dispute over the ownership of the items under the current
control of the Society. Although the agreement specifies that items are property of the County as
of the date of the agreement, the Office Manager has stated to us that all of the items are the
property of the Society, except for one item that is on loan.

Option 2: Retain the agreement for the Historical Society to maintain the museum, but reduce or
eliminate funding toward the Office Manager position. Under the agreement, annual funds
provided have been for the purpose “...to help cover the cost of an office manager...” By providing
this annual funding, the County is subsidizing costs to the Society without having any type of
oversight controls to ensure the Society is operating the museum in a manner to maximize benefit
to County citizens.

Option 3: Maintain current funding to subsidize the Office Manager salary. This will maintain the
current level of service. If this option is chosen, the Board of County Commissioners should
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consider disbursing the funds on a quarterly basis on the condition that the Society complies with
all provisions of the agreement and provides service on a basis satisfactory to the County. This
includes optimizing museum operating hours, adequately preserving and inventorying all items,
maintaining financial integrity, and operating in accordance with the bylaws.

We Recommended the Board of County Commissioners review the options for continuing the
agreement with the Historical Society and take action considered to be appropriate. If the Board elects
to continue the agreement with the Society, we recommend the Board require the following as a
condition to receiving funding and continuation of the agreement:

A. Require all elections be done in accordance with the Society’s bylaws.

B. Require a complete inventory of all items prior to the disbursement of any funds to the Society.

C. Require the Society to adequately safeguard all items in its possession. This should be verified
before any disbursement of funds.

D. Require all items be adequately secured.

E. Require the Society to develop a long-term business plan that helps to ensure its long-term
survival.

F. Assign the Society to a County department that would be given the responsibility of monitoring
compliance on an ongoing basis.

G. Add an audit clause to the agreement providing the County the authority to audit the operations
of the Society.

Status:

Partially Implemented: The Board of County Commissioners selected Option 2, to retain the
agreement with the Historical Society but reduce funding toward the office manager position. As a
condition of the agreement with the Society, the Board did not require the following as a condition
to receiving funding:

A.
B.
C.

Require all elections be done in accordance with the Society’s bylaws.

Require a complete inventory of all items prior to the disbursement of any funds to the Society.
Require the Society to adequately safeguard all items in its possession. This should be verified
before any disbursement of funds.

Require all items be adequately secured.

Require the Society to develop a long-term business plan that helps to ensure its long-term
survival.

Assign the Society to a County department that would be given the responsibility of monitoring
compliance on an ongoing basis.

Add an audit clause to the agreement providing the County the authority to audit the operations
of the Society.

2. Immediate Action Should Be Taken By The Society Board To Match Expenditures

With Revenues.

The Society was using existing reserves at a rapid rate. As of September 30, 2008, the Society had a
certificate of deposit (CD) in the amount of $83,458. As of September 30, 2012, the CD was $45,484.
During the past several years, the Society has needed to take funds from the CD to fund operations.
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The following chart shows the total cash balance since 2003 and projects the future fund balance
through Fiscal Year 2019 if future revenues and expenditures remained at the Fiscal Year 2012 level:

Lake County Historical Society, Inc.
Actual and Projected Cash Balance
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During Fiscal Year 2012, the Society used $10,000 in CD funds to supplement operations.
Expenditures exceeded revenues largely because the salary and benefits paid to the Office Manager
exceeded the amount of funding provided by the County. During the year, the County provided
$20,000; however, the manager’s total salary and benefits cost the Society $27,619. The Society did
not receive enough regularly recurring revenues to fund the difference.

Immediate action should be taken to reduce expenditures to a level which can be sustained without
depleting reserves. Prudent financial planning requires that expenditures be set at a level that is
sustainable over the long term without putting the organization at financial risk. Until such time as

revenues are increased, expenditures should be at a level which reasonably approximates current
ongoing, sustainable revenue.

We Recommended the Society take immediate action to reduce future expenditures to a level
consistent with anticipated revenues.

Status:

Implemented. Revenues exceeded expenditures since the last report was issued in April 2013. The
Historical Society has netted $10,371 in revenues since the close of the last audit. The net revenues
are projected to decrease to $4,816 in the next fiscal year as an independent contractor was hired at a
rate of $1,000 per month to perform docent services and other duties for the Society.
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3. Election Of The Society Board And Officers Should Be Done In Accordance With
The Bylaws.

Annual elections of Board members and officers may not have been in accordance with the bylaws.
The bylaws state:

“Nominations for officers and five directors shall be made by a nominating committee
of three members appointed by the President. The committee shall report a slate of
candidates at the annual meeting. Additional nominations may be made from the
floor.”

We had the following concerns with the current process, involving the Annual Meeting scheduled for
April 26, 2013:

A. In 2013, and apparently also in one or more prior years, a nominating committee has decided
upon a slate of directors and officers and mailed the ballots to each member. For 2013, the due
date for return of the ballots is April 22. Under this method, no nominations from the floor
would be allowed and voting will have been done prior to the annual meeting.

If the Society desires to follow a procedure other than that specified by the bylaws, the bylaws
should be amended in accordance with the amendment procedure specified in the bylaws. Until
such time as they are amended, the bylaws should be strictly followed. Failure to follow the
bylaws may call into question the legality of the election. To ensure compliance, the slate of
officers could be voted upon at the annual meeting, with nominations being allowed from the
floor. The bylaws were unclear as to whether nominations are required to be allowed from the
floor. As aresult, there are differences of opinion within the Society regarding the acceptance of
nominations from the floor.

B. We question the authority of the 2013 nominating committee which nominated directors and
officers identified on a ballot mailed to the members. According to the bylaws, the nominating
committee is to be appointed by the President. The 2013 nominating committee was appointed
by a person representing to be President who, in the opinion of the Society’s attorney, was not
validly elected.

It is essential that all elections be done in accordance with the bylaws and in a manner that maintains
trust in the process. The process being used in the current election is not only questionable, but also
creates division among members of the Society.

We Recommended the Society consult with an attorney to determine legality of the current process
and any actions that should be taken to remedy noncompliance with the Society’s bylaws.
Consideration should be given to voting on a slate of directors and officers at the annual meeting, with
the allowance of nominations from the floor.
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Status:

Implemented. The Society represents that they contacted their attorney who stated that the bylaws
are legitimate and proper. The most recent election adhered to the bylaws. A slate of officers was
presented by the nominating committee, and then additional nominations were allowed from the
floor.

4. A Complete Inventory Should Be Conducted.

During our review of the inventory of articles in the Museum and related storage areas, we noted the
following concerns:

A. The Society has not conducted a complete inventory of all items in the Museum or otherwise
in the custody of the Society. We were only able to locate an inventory of about 800 items.
Some have estimated the total collection of items (including papers, post cards, books, etc.) to
be between 3,000 and 5,000 items.

The Society’s agreement with the County states in Section 3.2, “Society shall inventory,
establish and maintain an electronic database of the Museum’s property, collections and
acquisitions.” The Society is in violation of this provision of the agreement. There is no
electronic database of items. The 800 items that have been inventoried are identified on
paper. In addition, there are photos of the 800 items maintained on the computer.

B. No listing is maintained as to which items in the Museum are on loan and, therefore, do not
belong to the County. According to the Society’s agreement with the County, dated May 20,
2010,

“...all inventory and Museum items shall be deemed the property of the County
as of the effective date of this Agreement, unless the Society otherwise notifies
the County that all or part of such inventory or items are not to be transferred
to the County...”

Since a complete inventory, including ownership, is not maintained, accountability to the
County for its assets is precluded. In the event of cancelation of the agreement with the
Society, the County has no assurance that all of its inventory items would be turned over by
the Society.

A potential dispute exists over the ownership of the items under the current control of the
Society. Although the agreement specifies that items are property of the County as of the date
of the agreement, the Office Manager has stated to us that all of the items are the property of
the Society, except for one item that is on loan.

Items on loan to the museum are not clearly identified. The Office Manager initially stated that
there is only one item (a helmet) on loan. However, later the same day, the Office Manager
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stated that another historical item (a still) is on loan and is going to be picked up by another
historical society in a few days.

We have also noted that an officer of the Society recently removed some items from the
museum. Some of the items apparently were owned by him; however, some of the other items
may not have been. For example, one donor of items that were removed by the officer stated
that the items were given to the Society and not to the officer. In addition, the officer
apparently removed a DVD player which was purchased with Society funds.

The Society is not adequately protecting items in its custody. We noted many items in the
custody of the society that are in storage rooms without adequate preservation measures.

The Society has many items of historical significance. It has a responsibility to carefully
maintain each item in such a manner as to preserve it as close to its original condition as
possible. As a result of the lack of a preservation protocol, items in its possession may more
rapidly deteriorate.

Books are not accounted for adequately. During Fiscal Year 2010, 71 books with a reported
value of $1,484 were written off the financial statements. (See Opportunity For Improvement
No. 14.) The Office Manager stated that when she did a physical count that year, she could not
locate the books. She further stated that there were a “lot of problems, upstairs they had had
a lot of thefts a long time ago.” We also noted two cookbooks that were purchased in January,
2012, that could not be found. In addition, a book named “America’s White Table” was
purchased in March, 2012. When we attempted to locate the book, the Office Manager stated
that it was in her home.

The Society sells books for various authors. However, a comprehensive inventory of books
received, books sold, and remaining books on hand is not maintained. Books are a significant
component of the operation of a museum/historical society, and books should be accounted
for properly. Otherwise, risk of loss or misappropriation of funds could occur without
detection.

We Recommended the Society:

A.

Immediately complete a full inventory of all items in its possession, including information
allowing timely location of the item, owner of the item, and value of the item. Items on loan
should be clearly identified.

Establish an inventory of all items on loan to the museum which includes the length of time the
items are on loan, and the terms of the lender.

Establish a preservation protocol for all items and take immediate action to preserve all items
in their present condition.

Complete a full inventory of all books on hand, including those available for sale.
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Partially Implemented. The inventory process has begun, but it has not been fully completed.
The value of the items has not been assessed; however, the in-process inventory listing
includes a picture and a description of the item and a location of the item for easy retrieval if
necessary.

We Again Recommend the Society immediately complete a full inventory of all items in its
possession.

Partially Implemented. The Society keeps a binder containing agreements for items which
have been loaned to the museum or loaned out to other museums. There are no new
agreements since 2008. According to the contractor, the inventory log will indicate whether an
item is at the museum on loan if applicable. There are currently no items listed on the
inventory log which are on loan. There have been no policies or procedures implemented
which establish practices for loaned items.

We Again Recommend the Society establish an inventory of all items on loan to the museum
which includes the length of time the items are on loan, and the terms of the lender. Written
policies/procedures should be implemented to establish practices for loaned items.

Not Implemented. While smaller items are wrapped in acid free paper as they are inventoried,
there are no written procedures or protocols for preserving historical items in their present
condition. Items are stored in areas that are not temperature or moisture controlled.
Additionally, items are not stored in an appropriate manner to minimize damage.

The following table indicates temperature and humidity ranges for historical items as
recommended by noted museum management and conservation organizations. These are
compared to the actual temperature and humidity of the storage area in which the Society’s
historical items are kept.

Division of Inspector General
Lake County Clerk of the Circuit and County Courts
Page 10



Follow-up Review of Audit of Lake County Historical Society

Organization Temperature Guidelines** Relative Humidity
Guidelines**
Northeast_Document <70°F 30% - 50%
Conservation Center
Texas Historical 68°F - 72°F 45% - 55%
Commission
National Park Service 640F - 68°F
o/ _ o/ %
Museum Management No more than 75°F 30% - 60%
Program
Northern States 65°F - 68°F
. 45%
Conservation Center
[T
ty Ranging from 79°F - 86°F in a Ranging from 66% - 78% in a
9/26/2014 . .
. 24-hr period 24-hr period
(in storage)

*Humidity ranges increase and decrease depending on the types of materials housed. 60% is the maximum for wood,
leather, textiles, stone, etc. All other types of materials including metals, paper, and photos require lower humidity.
**All organizations recommend fairly stable heat and humidity factors as fluctuations of more than 2-5°F or more than

2-5% humidity during a day can increase further deterioration of the artifacts.

Under the contract, the County is responsible for providing “secured, climate controlled
storage space” to the Society.

We Again Recommend the Society establish a preservation protocol for all items and take
immediate action to preserve all items in their present condition.

D. Not Implemented. According to the Society, books will be inventoried after the artifacts are
finished.

We Again Recommend the Society complete a full inventory of all books on hand, including
those available for sale.

5. Security Needs Improvement.

During our review, we noted the following concerns with security:

A. Exhibits in the museum are not all in cases. Many articles are left in the open where visitors
can not only handle them, but also carry them away. This situation carries special risk because
the building is completely open during business hours and there is no person on the floor at all
times watching visitors and the items. In fact, the office manager was not in the building from
April 5 until April 22, and during this time, the building was open on an unattended basis. Also,
since there are no other occupants presently in the building, exhibits could have been removed
without detection.
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Some cases in the museum, which contain articles, are not locked. Consequently, articles
could be removed from cases and the premises without detection. All artifacts in the museum
should have reasonable levels of security.

Storage areas for museum items are not secure. We noted storage areas in the basement of
the building and also on the 2" and 5" floors. These floors are currently vacant. However, we
were able to access both the basement and 2" floor storage areas without detection. Doors to
the areas were unlocked and some areas do not have doors securing them at all. Further,
there were no signs which would warn the public not to go to those areas. It is essential that
all storage areas be secure to prevent loss of the museum items.

It is essential that all assets, including items of historical significance be adequately safeguarded at all

times.

Without adequate security and without an adequate inventory system as discussed in

Opportunity For Improvement No. 4, items could be misappropriated without detection.

We Recommended the Society:

A.

B.

C.

Status:
A.

Adequately secure all items on display in the museum. This could include placing all items in
cases, installing security cameras, having a person on the floor during business hours, or any
combination thereof.

Ensure all cases containing exhibits are locked.

Immediately secure all storage areas.

Implemented. An independent contractor has been hired to staff the museum during
operating hours; however, we noted that the door to the basement where museum items are
stored is not always kept locked.

Implemented. We noted that all display exhibits containing historical items were locked and
secured.

Partially Implemented. Items stored in the museum office and at the County storage facility
are secure; however, items located in the basement of the Historical Courthouse are not
always secure. The basement door is not kept locked at all times. The independent contractor
does not have keys to be able to lock and unlock the door as needed.

We Again Recommend the Society make arrangements with the County to ensure security of
all storage areas.
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6. Policies On Office Manager Benefits, Hours, And Pay Increases Should
Be Established.

Clear policies on Office Manager benefits, hours, and pay increases are lacking. We noted the
following paid leave taken by the Office Manager:

Calendar Annual Sick Bereavement Comp Total Leave
Year Leave Leave Leave Holidays Time Hours
2005 63.0 7.0 - 35.0 - 105.0
2006 14.0 - - 42.0 28.0 84.0
2007 42.0 - - 56.0 21.0 119.0
2008 56.0 - - 56.0 14.0 126.0
2009 35.0 - - 49.0 35.0 119.0
2010 35.0 7.0 - 35.0 28.0 105.0
2011 68.5 - - 35.0 37.0 140.5
2012 17.0 - 24.0 60.0 16.0 117.0
Total

2005-2012 330.5 14.0 24.0 368.0 179.0 915.5

We noted the following specific concerns:

A. Benefits to be provided to Society employees are not clearly established. Our review
showed that benefits and scheduling (for example, sick leave, holidays, and museum
closure between Christmas and New Year’s) located in Board meeting minutes as far back
as 1999, were enacted by previous Board Members and referred to previous employees in
some instances. The benefits that appeared to have been provided are:
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Benefits Provided in Board Minutes

October 19, 1999 September 27, 2001 November, 2001
Board Minutes Board Minutes Board Minutes
fnnual After 1 year, 6 days leave | Comp time used by
cave to be used in 2nd year of | employee for Nov. 5-9,
employment 2001 vacation
After 2 years, 10 days
paid annual leave
May not be accrued
Sick Leave

After 6 months
probationary period,
6 days, then 1 day per
month after that

May not be accrued

Holidays Thanksgiving

Day After Thanksgiving

Christmas
New Year's

Office closed between
Other holidays not paid Christmas and New
but, if employee wishes, Year's (Dec. 24, 2001 -
may work on Friday if the Jan. 2, 2002) - Comp time
holiday falls on Monday used by employee

When these benefits are applied to the leave taken by the Office Manager, the vacation time
and sick leave were in line with the provided benefits; however, it appears the allowed holiday
time was exceeded by 247 hours during the years 2005 through 2012. Additionally, the policy
for the use of comp time was not found to extend beyond the initial use during the week after
Christmas in 2001. However, comp time was used in subsequent years during the week after
Christmas.

No employee benefits policy manual exists. Usually, an employee benefits policy manual is
established so that the employer and the employee have a shared understanding of the
employee’s benefits. This manual is typically readily available for reference by the employer
and the employee alike. In this case, access to information about employee benefits is limited
Division of Inspector General
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by the access to former minutes, scattered across years, which may or may not be found in
their entirety in a search of the minutes. This makes a clear understanding of the employee
benefits virtually impossible.

B. An hourly employee should not volunteer time in the same area in which she works.
Although the employee volunteers to perform these activities on her personal time, she
still is an employee and may be subject to federal wage and hour laws. Article IX, Section 7
of the By-laws of the Lake County Historical Society states “the Office Manager shall be
paid such hourly wage as is deemed proper by the Executive Committee, and shall work
regularly posted hours as directed.” To avoid any confusion, the employee should be
prohibited from performing any extra volunteer work related to the Society beyond her
regularly posted hours. This prohibition should be in writing and clearly understood by the
employee.

C. The employee was provided retroactive increases in 2007 and 2011. The increase in 2007
was in the form of a 6% raise. The increase approved by the Finance Committee in January
and presented to the Board in February was made retroactive to the date of the Finance
Committee meeting in January. The increase in 2011 was in the form of an increase in the
number of hours paid, from 28 hours to 33 hours per week. The increase proposed by the
employee and approved by the Board in November was made retroactive to the start of
the fiscal year, October 1, 2011. However, the timesheets during the retroactive period did
not show that the employee worked an additional five hours.

We Recommended the Society:
A. Establish an employee benefits policy manual which includes Board approved benefits.
B. Immediately prohibit the employee from conducting any work on her personal time. This
prohibition should be in writing and acknowledged by the employee.
C. Eliminate the practice of making employee increases retroactive.

Status:

Not Applicable. The Society no longer retains an employee. Instead, an independent contractor was
hired to perform the work previously performed by the employee. The agreement with the contractor
reasonably contains the necessary provisions and controls.

7. Written Policies And Procedures Should Be Established And Followed.

During our review, we noted several instances in which written policies, if available, could enhance
operations. Written policies are needed for the following areas:

A. Board approval for large purchases. While the president must sign off on purchases over $100,
there are no written procedures requiring the Historical Society Board to approve large
purchases or purchases over a certain threshold. This requirement could prevent any
unnecessary or unreasonably high purchases from occurring, as well as deterring possible
misappropriation of funds.
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Reimbursement of funds. No written policies or procedures exist defining uses and restriction
of petty cash or check reimbursements including timeliness of receipt submittals,
reimbursement of sales tax portion of receipts or lack thereof, prohibited uses (alcohol,
donations, personal items, etc.), required receipts/documentation, and access and security of
funds. Lack of petty cash procedures could result in misappropriation and/or misuse of funds.

Non-monetary compensation for volunteers. On occasions when volunteers participate in
projects over the course of a day or more, it has been practice to compensate or reward
volunteers by providing meals throughout the day. A written policy should exist which
describes the instances in which such purchases are allowable and which include a maximum
allowance per meal/day. A written procedure defining compensation for volunteers would
prevent favoritism. Additionally, it would prevent misuse of the museum funds.

Use of Tax Exempt Status. Whenever applicable, purchases for the museum should be tax
exempt. No written policy or procedure exists requiring museum purchases to be made using
the tax exempt status. (See Opportunity for Improvement No. 11.)

Office Manager Benefits. There should be clear written policy describing employee benefits
including hours, paid time off, and pay increases. Currently, no such policy exists. Lack of
written policy makes it difficult to enforce established or preferred rules and guidelines. (See
Opportunity For Improvement No. 6.)

We Recommended the Society:

A.
B.
C.

D.
E.

Status:

Require Board approval of purchases over a predetermined threshold.

Develop petty cash and check reimbursement policies and procedures.

Develop a policy detailing circumstances in which compensation may be made to volunteers,
including the maximum allowable expenses.

Require the use of the tax exempt status whenever applicable.

Establish an employee benefits manual.

A. Not Implemented. There are no written policies or procedures requiring purchases over a specific
threshold to be approved by the Board.

We Again Recommend the Society require Board approval of purchases over a predetermined
threshold.

B. Partially Implemented. A procedure for preparing reimbursements has been developed; however,
this procedure does not require timeliness of reimbursements, require a receipt prior to
reimbursement, prohibit reimbursement of sales tax portion of receipts, or prohibit uses (alcohol,
donations, personal items, etc.). There is no longer a petty cash box.

We Again Recommend the Society develop check reimbursement policies and procedures.
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C. Implemented. Food and travel expenses are no longer provided for volunteers according to
Society representatives. The Society Board also voted to end stipends paid to volunteers for any
purposes.

D. Partially Implemented. We noted that the Society’s tax exempt status was used in 4 out of 5
direct transactions with businesses. There is no written policy requiring use of the tax exempt
status for purchases when applicable.

E. Not Applicable. This recommendation is no longer applicable as an independent contractor now
performs the duties previously assigned to the office manager.

8. Bylaw Amendment Could Enhance The Board Secretary Function.

In the past, the Office Manager also held the officer position of Secretary, and was, therefore, a
member of the board. Since the Society Board oversees policies relating to the Office Manager, these
positions are incompatible and should not be held by the same individual. The Office Manager was an
employee. This dual holding of positions has caused some confusion in the past. Some Board
members may have believed that the Office Manager’s work as office manager was to be paid, but,
the Office Manager’s work in her capacity as Secretary was volunteer. In reality, these duties can be
difficult to separate and can present a risk to the organization.

Section 1 of Article IX, Office Manager, stated “the job of Office Manager may be concurrent with the
Secretary.” Article VII, Duties of Officers, of the By-laws of the Lake County Historical Society states
“the Secretary shall handle any other duties requested by the President. The Secretary shall record all
meetings of the Board of Directors and the general membership, and shall be custodian of all records
of the Society. Full and accurate minutes shall be kept, and the books shall be open to the inspection
of any interested member, without passing from the hands of the Secretary.” As Secretary, the Office
Manager was present at and recording Board meetings where her salary and benefits were discussed.
For example, in November, 2011, the Office Manager made a presentation to the Board requesting
more hours of pay and was present throughout the discussion as Secretary. This posed a conflict of
interest and did not allow for independence between the employee and the Board due to this dual
role.

We Recommended the Society amend the bylaws so that the position of Office Manager is prohibited
from serving on the Board.

Status:
Implemented. The bylaws state that “an employee or contractor of the Society shall not hold an
elected position within the Society.”
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9. Supervision of Related Parties Should Be Prohibited And Possible
Conflicts of Interest Should Be Avoided.

During our review of Society records, we noted concerns about related parties and other situations
that could create a conflict of interest. Our concerns are:

A.

We noted one to two people worked part-time for the Society who listed their residence at the
same address as the office manager. Normally, the office manager supervises other
employees. However, regardless, the appearance of nepotism exists, and this situation should
be avoided in the future. Nepotism is the practice of showing favoritism toward one's family
members or friends in economic or employment terms. For example, granting favors or jobs to
friends and relatives, without regard to merit, is a form of nepotism. Nepotism does not
provide assurance that qualified personnel are hired to perform the job, facilitates possible
collusion among employees, and may result in preferential treatment in fact or in appearance.

No policy exists to require disclosure to all Board members of any related parties or close
relationships. For example, we noted that the fiancé of the office manager is on the Board of
Directors. On the current ballot, the proposed President is a relative of a proposed new board
member. An organization should strive for independence among the Board members and
between the Board members and employees. Otherwise, judgment of the Board members
may not be made in the best interest of the organization, either in fact or in appearance.

We Recommended the Society:

A.

B.

Status:
A.

Establish a policy prohibiting the employment of relatives of the office manager or of any
board member.

Establish a policy to require the disclosure of any relationships with other Board members or
Society employees.

Not Implemented. There are no written policies prohibiting the employment of relatives of
the office manager (or contractor) or of any board member.

We Again Recommend the Society establish a policy prohibiting the employment of relatives
of the office manager or of any board member.

Not Implemented. There are no written policies requiring the disclosure of any relationships
with other Board members or Society employees (contractors). We did note, however, that
the Independent Contractor indicated she has no relationships with any of the members of the
Society.

We Again Recommend the Society establish a policy to require the disclosure of any
relationships with other Board members or Society employees.
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10. Luncheon Expenses Should Be Properly Justified And Supported.

The Historical Society hosts quarterly luncheons for its members, one of which is an annual awards
banquet. We noted the following revenues and expenses for Fiscal Years ending 2011 and 2012:

Total Revenues 1,437

Food and Decorations $2,585

Awards $1,094

Total Expenses $3,680
in/L

Total Gain/Loss $2,243)

(Revenues less Expenses)

While reviewing the luncheon expenses, we noted the following concerns:

A. During Fiscal Years ending 2011 and 2012, the Historical Society spent at least $2,585 for food
and decorations at the luncheons. This total does not include the total amount spent on
awards given out during the awards banquet or amounts from petty cash receipts which
included other, non-luncheon expenses. Though attendees were charged a fee the revenues
did not cover expenses. Considering the financial situation of the Society as noted in
Opportunity For Improvement No. 2, it is essential that the revenues from the luncheons at
least cover cost. Consideration should be given to using the luncheons as a fundraising
opportunity.

Additionally, it is difficult to determine the reasonableness of the luncheon expenses and
revenues because supporting documentation does not always provide the following
information:

Number of meals purchased or cost per meal

Meals/services provided by caterer, including napkin and tableware rentals
Actual number of guests

Number of paying guests

Attendance fee

© oo o

Adequate documentation allows the Society to determine a reasonable fee to cover costs,
evaluate whether the number of non-paying attendees (if any) is acceptable, determine
whether cost per person is acceptable, and plan for future events. Review of attendance
records would allow the Society to determine trends in attendance by luncheon and evaluate
whether it is necessary and cost effective to host four luncheons per year.
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During Fiscal Years ending 2011 and 2012, an additional $1,095 was spent for 27 awards, two
of which were replacement awards. This averages out to $41 for each of the personalized laser
engraved acrylic stands. Awards are given to individuals and organizations and range from
Historical Society of the Year to Student of the Year.

The $1,095 expended on awards may be excessive considering the Historical Society is at a
point where reserve funds are being used because revenues are not meeting or exceeding
expenses. (See Opportunity For Improvement No. 2.)

We Recommended the Society:

A.

B.

Status:
A.

Require itemized detail invoices for all luncheon expenses. In addition, a listing of all attendees
should be maintained. These expenses should be reviewed and approved by the Board.
Consider lower cost options for annual awards.

Partially Implemented. Receipts for the luncheon detail all expenses and a list of the
attendees is maintained. However, the expenses for the luncheon were not reviewed or
approved by the Board.

We Again Recommend the Society require review and approval of luncheon expenses by the
Board.

Not Applicable. No awards have been purchased since the previous audit was issued on April
24, 2013.

11. Controls Over Petty Cash Should Be Enhanced.

The Historical Society maintained a $200 petty cash box. Small purchases for the Historical Society
and the museum were reimbursed out of this petty cash. The office manager acted as custodian to
this petty cash fund issuing cash for items purchased and requesting funds to replenish the box as
needed. During a review of petty cash payments, we noted the following concerns:

A.

B.

Business expenses were commingled with personal items on receipts submitted for payment.
Out of 19 petty cash replenishments we reviewed, 10 contained receipts in which business
items were commingled with personal items.

Tax Exempt Status was not being utilized. When purchases were made in which personal items
were commingled with business items (see section A above), the Historical Society’s tax
exempt status was not being utilized. Purchases for the Museum should be tax exempt while
personal expenses are not. Commingling can make it difficult to ensure sales tax is not paid for
Society items.
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Petty cash reimbursements to the Office Manager were not specifically identified as such.
There was no certainty that petty cash payments were for the purpose of petty cash rather
than a direct reimbursement through a check request. Of the 19 petty cash payments
reviewed, only four of the checks were made out to petty cash or petty cash custodian. The
remainder of the checks were made out to the petty cash custodian personally. Additionally,
though the petty cash totals $200, there were three dates on which two check requests were
submitted for reimbursement totaling more than $200. This represents potential
circumvention of the use of petty cash if these were all for petty cash reimbursement.

With some exceptions, petty cash receipts did not identify who purchased the items and was
subsequently reimbursed from petty cash. Petty cash receipts should include the description
of the item, date of purchase, place of purchase, itemized amounts, purpose of the purchase,
and name and signature of the purchaser. Receipts lacking this information lack accountability
and can lead to misuse or misappropriation of funds.

Reimbursement for mileage was submitted through petty cash. One volunteer received a
mileage reimbursement for her time at the museum. The volunteer completed a
“Reimbursement of Travel Expenses” form to claim her mileage. The form was submitted to
the petty cash custodian and paid out through that fund, in cash, rather than through a check
reimbursement.

We Recommended the Society:

A.
B.
C.

Status:

Require business purchases to be made separately from personal purchases.

Require the Historical Society’s tax exempt status to be utilized whenever applicable.

Identify petty cash reimbursements on the face of the check. Reimbursements to individuals
should be identified separately.

Develop a policy which requires that each petty cash receipt submitted should include the
description of the item, date of purchase, place of purchase, itemized amounts, purpose of the
purchase, and name and signature of the purchaser.

Require reimbursement for mileage be submitted through the check request process rather
than through the petty cash.

Not Applicable. The Society no longer has a petty cash fund. Society purchases are reimbursed by
check. We noted during a sample review of reimbursements that:

A.
B.

C.

Personal purchases were not commingled with Society purchases.

The Historical Society’s tax exempt status was used on 3 out of 12 receipts submitted for
reimbursement.

Check stubs indicated purpose of purchases and name of person reimbursed.

For 3 out of 5 reimbursement checks reviewed, reimbursement checks were issued before
receipts were submitted as proof of payment.

We did not note any checks for mileage reimbursement. According to the Society, this practice
has been discontinued.
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12. Purchase Reimbursements Are Not Always Properly Documented.

When a payment is made to a vendor, petty cash is replenished, or any other checks are made out
from the Historical Society, a “Check Request” is prepared. The check request identifies the payee
name and address, date and description of service or product provided, invoice number, check total,
and the fund the check is to be deducted from. It is then signed by the office manager if the amount is
$100 or less, or the Historical Society president or treasurer if the amount is over $100. Attached to
this document would be any supporting documentation such as receipts or “Reimbursement of
Travel” forms. During a review of the check requests and the related supporting documentation, we
noted the following concerns:

A. Check Requests sometimes lack supporting documentation. There was one instance in which a
check request was submitted for $100 for “gift shop items.” Though this check request was
signed off by the appropriate parties, there was no receipt or any other documentation
indicating what items were purchased, where they were purchased, or the actual cost of the
items. Additionally, there was no statement indicating the receipt was lost or damaged.

In another instance, an item was purchased for which there was no receipt. Instead, a quote
was provided indicating what the cost would be if the item was purchased. Thisis not
adequate proof that the item was purchased. The purpose of providing supporting
documentation is to substantiate purchases by showing proof of actual cost and business
purpose. Lack of adequate documentation or review of this documentation can lead to theft
or misuse of funds.

In some instances, documentation is provided; however, it is not complete. For instance, one
volunteer submits a form for reimbursement of mileage when volunteering. This form has
blanks for date(s) traveled, purpose for travel, mileage claimed, and origin and destination
points, and time of departure and return. It also requires the payee to sign attesting that the
claim is “true and correct.” The mileage forms submitted do not indicate actual dates traveled.
Points of origin and destination do not include addresses. A mileage map is not included nor is
an odometer reading entered. The departure and return times are not filled out. Additionally,
the office manager signs as payee and preparer of the form though she is not the payee. When
filled out in this manner, this form does not reasonably show proof of travel. The reviewer
cannot be sure of actual mileage travelled or verify dates of travel.

In another instance, a receipt was submitted for supplies from a party store; however, an
individual was named as payee. There is no name or signature on the receipt indicating who
actually purchased the items. Additionally, the items on the receipt do not adequately
describe the purchases made. Receipts for reimbursement, when not paid directly to the
vendor, should include description of the item, date of purchase, place of purchase, itemized
amounts, purpose of the purchase, and name and signature of the purchaser. (See
Opportunity For Improvement Nos. 7 and 11.)
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Receipts are not submitted in a timely manner. In some cases when receipts are submitted for
a check reimbursement, receipts are held for an excessive amount of time prior to submitting
for reimbursement. One check request submitted by an individual for personal reimbursement
contained several receipts spanning five months prior to the date of the check request.
Another reimbursement to a vendor contained receipts which spanned four months prior to
submitting a check request. Particularly in the case of individual reimbursements, check
requests should be submitted in a timely manner. Over time, it can be increasingly difficult to
prove business purpose. Couple the excessive wait time prior to submitting a receipt with a
lack of supporting documentation (as noted in section A above), and the potential exists for an
individual to submit multiple check requests for the same purchase.

We Recommended the Society:

A.

Status:
A.

Establish procedures requiring adequate documentation that supports the request made.
Procedures should include appropriate actions when adequate documentation is lost or
otherwise unavailable. Additionally, documentation should be reviewed and deemed
adequate prior to approving any check requests.

Require reimbursement requests to be completed within 30 days of the expenditure.

Partially Implemented. While there are written procedures for issuing reimbursements, these
procedures do not require adequate documentation of the expense or appropriate actions for
lost or unavailable documentation. Additionally, the procedures do not require review of
documentation for adequacy prior to approving check requests. We noted three
reimbursement checks made to members of the Society (totaling $357.48), out of five
reviewed, for which the reimbursement was made prior to receiving documented proof of
purchase. Documentation for one of these checks (totaling $80.25) was never located.

We Again Recommend the Society establish procedures requiring adequate documentation
that supports the request made. Procedures should include appropriate actions when
adequate documentation is lost or otherwise unavailable. Additionally, documentation should
be reviewed and deemed adequate prior to approving any check requests.

Not Implemented. There are no established requirements to submit reimbursement requests
within 30 days of the expenditure. We did note that each of the four reimbursement checks
reviewed, for which a receipt was available, was issued within a month of the date on the
receipt.

We Again Recommend the Society require reimbursement requests to be completed within 30
days of the expenditure.

13. Timesheets Should Be Accurate, Complete, And Reflect Actual Hours Worked.

During

our review of timesheets, we noted the following concerns:
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A. Timesheets reviewed during the audit were missing one or more of the following: employee
signature, pay period dates, total number of hours worked, and number of hours worked on a
workday. These missing items are standard components of a valid timesheet. An employee
should ensure that all these components have been filled in prior to submitting for approval.
Further, the signing supervisor should review the timesheet for these items and ensure it is
properly completed before signing it.

B. Two timesheets appear to contain an approval signature that is not valid. We question the
authority of a Board Member of the Society to sign the employee’s time sheet. In the Bylaws,
Article VII, Duties of Officers, states “the President shall direct and supervise the office staff as
needed.” It also states “in case of absence or disability, the duties of the President shall be
performed by the Vice President.” No supervisory authority is transferred to any other
member of the Board beyond those two positions. However, the timesheets for pay periods
January 9-January 22, 2013 and January 23-February 5, 2013 were signed by an individual
Board Member.

C. The Office Manager has indicated that her timesheets do not accurately reflect all hours
worked. When the employee signs a timesheet, their signature is a representation that the
timesheet is accurate and complete. The statements by the Office Manager are contrary to
this standard internal control. It is essential that all employees be required to complete
timesheets accurately.

We Recommended the Society:
A. Ensure the individual signing a timesheet as supervisor confirms its completeness.
B. Ensure only properly authorized Board Members sign timesheets.
C. Require all employees to complete accurate timesheets which reflect all hours worked.

Status:
Not Applicable. The Society no longer has an employee. Instead, an independent contractor performs
the duties previously assigned to the employee.

14. Write-off of Book Inventory Should Be Supported.

A loss of $1,484 was included in the Statement of Revenues at September 30, 2010. The loss was from
a write-down of the pictorial history book inventory. The documentation related to this write-down
contained no information other than the Office Manager stating that the actual inventory was 71
books less than the inventory calculated from 2009 to 2010. No additional details were provided to
explain the decrease in inventory of the 71 books, at a cost of $20.90 each. A write-down of this
amount should be supported with additional details such as how and when the loss occurred or was
noticed. As of September 30, 2012, based on the financial statements, the inventory was 473 books.
This inventory amount less any sales since then should be confirmed by the Board.

We Recommended the Society:
A. Take a physical count of the current pictorial history book inventory.
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B. Take an annual year-end physical count of the pictorial history book inventory until the
inventory is sold.

Status:
A. Implemented. A physical count of the current pictorial history book was taken.
B. Not Implemented. A year end physical inventory count was not performed at the last year end.

15. Fundraising Opportunities Should Be Maximized.

At the time of the audit, the Historical Museum was operating at a loss. (See Opportunity For
Improvement No. 2.) Funding sources in FY 2012 included membership dues, quarterly luncheons,
book sales, a $20,000 grant from the Lake County Board of County Commissioners, donations, and
research and copy fees totaling $25,822. In order to increase revenues to reduce or eliminate that
loss, additional sources of revenues should be pursued.

We noted that previously, a Historic Resources Grant for $35,000 was pursued for the historical
museum. We also noted that there are numerous state and federal grants for historical societies and
museums offered through the Institute of Museum and Library Services, National Endowment for the
Arts, Florida Department of State Division of Historical Resources, and the federal Advisory Council on
Historic Preservation. In addition to these public grants, there are numerous privately funded grants
available that the museum would be eligible to apply for. Grant amounts range from $5,000 -
$500,000 or more and can range from 1-3 years of funding.

Grants are also available to assist museum staff with assessments to identify and plan for
environmental conditions, collection preservation, long-term planning, and fundraising. While these
grants do not provide a monetary contribution, they add value by providing objective and experienced
professionals to help preserve the past and plan for the future.

In addition to grants, some other possible sources of income include increased membership fees
(particularly for lifetime memberships), the addition of a locked donation box available for public
donations when the museum is not staffed, and fundraising benefits and events with a historical
theme.

We Recommended the Society identify and pursue all available funding sources.

Status:

Not Implemented. The Society has not discussed or explored alternate funding sources including
fundraising benefits, historical themed events, or public or private grant funding. Fundraising efforts
since the previous audit have been consistent with efforts prior to the recommendation to pursue all
available funding sources.

We Again Recommend the Society identify and pursue all available funding sources.
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16. Museum Hours Are Not Maximized.

At the time of the audit, the museum doors were open 8:30 AM to 5:00 PM Monday through Friday.
However, it was only regularly staffed Monday through Thursday, when the office manager was
working. The museum should maintain hours more suitable to the public’s needs including staffed
hours in the evenings as well as on Friday and Saturday. Maintaining hours during nights and
weekends (especially during special events) would make the museum more accessible to local children
and families as well as visitors.

Additionally, the museum could coordinate with the variety of weekend events hosted by the City of
Tavares which bring large numbers of locals and visitors to the area. Bringing in large influxes of non-
members could help increase revenues through donations, sales, membership sales, and fundraisers
tied to the surrounding events.

We Recommended the Society review current hours of the Office Manager (if employment is
continued) and consider requiring the Office Manager to work on Fridays and Saturdays. In addition,
special hours could be developed to coordinate with special events.

Status:

Partially implemented. While the museum is now open on Fridays and Saturdays, all other weekday
hours have been cut. There are no evening hours. According to the Society President, the museum
has been hampered by ongoing construction. Once construction is completed, plans are to extend
hours.

We Again Recommend the Society review current hours of the museum. Special hours could be
developed to coordinate with special events.
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