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Summary
What We Did
At the request of Martin County Administration, we reviewed the Light
Vehicle Replacement Program (“Program”) to provide management
with an estimated fund balance as of fiscal year ending September 30,
2019 (FY19).

What We Found
The Vehicle Maintenance (VM) division has implemented a fleet
management program to achieve the operating requirements of
various Martin County (“County”) departments and other
governmental agencies. Although, the Program is operating as
designed, opportunities exist to increase its efficiency and
effectiveness.
Light Vehicle Replacement Program assessments are being used
for expenditures not directly related to vehicle replacement.
We estimate that at the end of FY19 the Program’s cash balance is
deficient by $248,853, or 10.2%. However, because vehicle and
equipment replacement programs are not designed to collect sufficient
funds enabling an entity to replace its entire fleet, we have no comment
on the impact, if any, on the shortage. Rather, we performed a highlevel review of the entire Vehicle Maintenance fund (“Fund 5300”) to
provide management with information on what may have caused the
deficiency.

We reviewed all fund activity between FY12 and FY19. After removing
all of the replacement vehicle activity and unassigned revenue—
primarily interest earnings—from the fund, we identified that
expenditures—not related to the Program—exceeded revenue by
$240,500 (Attachment B).

The Light Vehicle Replacement Program appears to be
overfunded by $773,000.
Although Program records support the total internal service fund fee
assessments (“assessments”) collected, our estimated cash balance
does not represent how much should be in the fund. In other words,
if we consider all the revenue and expenditures, is the Program
adequately funded? To answer this question, we analyzed revenue and
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expenditure records from inception of the Program in FY97 through
FY19. Our analysis identified the following:
Light Vehicle Replacement Program
FY97 through FY19

Revenue:
Internal Service Fund Fees
Disposition of Assets
Sale of Surplus Materials
Insurance Proceeds
Gain/Loss on Sale of Investments
Total Revenue
Expenditures:
Fleet Acquisitions
Salaries & Fringes
Operating Expenses – Excl. Depreciation
Transfer
Total Expenditures
Total Revenue over Expenditures

$10,093,360
1,108,012
454,323
102,808
(59,152)
11,699,351
$8,966,849
1,159,139
150,221
284
10,276,493
1,422,858

As illustrated in Attachment A, at the end of FY19 Fund 5300 has a cash
balance of $2,196,201; therefore, it appears the Program is overfunded
by $773,000 1.
Martin County should enter into agreements with third-party
entities participating in the Light Vehicle Replacement
Program.
The Martin County Property Appraiser, the Martin County Supervisor
of Elections and the Florida Department of Health in Martin County
(“third-party entities”) participate in the replacement program;
however, the County has not entered into formal, written agreements
describing each parties’ roles and responsibilities.

Entering into such agreements would ensure the third-party entities
are aware of the methodology used by VM to recover its Program
administration costs.

1

$2,196,201 (minus) $1,422,858 = $773,343
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The Vehicle and Equipment policy should be updated to include
the cost recovery process used by Vehicle Maintenance for
administering the light vehicle replacement program.
The Vehicle and Equipment policy does not include the cost recovery
process used by VM to recover its costs associated with administering
the Program. The current process used by VM is one where it allocates
direct costs (salaries/operating expenses) against the (a) assessments
collected and, (b) the residual monies from transactions when the total
amount collected exceeds the cost of the replacement vehicle.
The Government Finance Officers Association (GFOA) provides the
following good guidance: “The method of cost allocation that will be
used must be seen as fair and legitimate by the users of the costing
system. The fee should be charged equitably [emphasis added] based
on use and other considerations. Users must understand how the costs
are calculated and should have a role in determining how the price
system will be structured.”
What We Recommend
We made seven recommendations that if implemented will enhance
the efficiency and effectiveness of the Program and provide a more
transparent and equitable cost recovery process for its participants.
On September 21, 2020, County Administration submitted its response
to the Audit Report (Attachment C) wherein it agreed with our
recommendations.

Observations and Recommendations
VM has implemented a fleet management program that meets the
operating requirements of various County departments and other
governmental agencies. Although, the Program is operating as
designed, opportunities exist to increase its efficiency and
effectiveness.

Observation (1)
As of September 30, 2019, the Vehicle Maintenance fund (5300)
had a cash balance of $2,196,220. We estimate the Light Vehicle
Replacement Program (0609) should have a cash balance of
$2,445,054.
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Internal Audit Review
As of September 30, 2019, it appears Program cash balance is deficient
by $248,853, or 10.2%. Specifically, we estimate Fund 5300 has a cash
balance of $2,196,220, while the Program (org. 0608) has an estimated
cash balance of $2,445,054 (Attachment A). With the exception of
vehicle #56907 2, the estimated Program cash balance is the result of
activity occurring from FY12 through FY19.
To better understand what may have caused the deficiency we
performed a high-level review of Fund 5300 for the period between
FY12 and FY19. We removed all related Program activity and
unassigned revenue, primarily interest earnings, from the fund. This
procedure identified that from FY12 through FY19, Fund 5300
expenditures exceeded revenue by $240,500 (Attachment B),
which is essentially the difference between the Fund 5300 cash
balance and the estimated Program cash balance at the end of FY19.

Fund 5300 operates as an internal service fund. Internal service funds
are designed to recover costs of goods and services provided by one
department to other departments or governmental units on a cost
reimbursement basis. Although not part of our audit scope,
management should be aware that the Vehicle & Equipment Repairs
organizational unit (0608) sustained operating losses each year
between FY14 and FY18 (Attachment B).

Because vehicle and equipment replacement programs are not
designed to collect sufficient funds enabling an entity to replace its
entire fleet, we have no comment on the impact, if any, on the
deficiency. In our experience, vehicle and equipment replacement
programs are established to primarily achieve the following objectives:
1. Ensure adequate funds are annually available to purchase
replacement vehicles;
2. Stabilize department budgets; and,
3. Provide a systematic approach for purchase and disposition of
fleet vehicles.

2

The County’s Vehicle and Equipment Policy, generally, appears to
support these objectives in its Purpose statement: “[t]his document is

Vehicle #56907 had one assessment in FY11 totaling $990.00.
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to establish a coordinated, cost effective program of fleet management
for all vehicles, motorized equipment, rolling stock and related
equipment necessary to meet the operating requirements of departments
under the Board of County Commissioners. This includes the acquisition,
maintenance, inter-agency use, replacement, disposition, fuel
management and administration of those assets.”
However, if management did not intend for Program cash to be used to
subsidize other organizational units within Fund 5300, it should
consider methods to constrain its use.

Recommendations
1. Management should evaluate methods to constrain the use of the
funds associated with the Light Vehicle Replacement Program.

The Office of Management and Budget and the Clerk’s Financial
Services division should be consulted.

Response
Agreed. Specifically, the County stated: “[t]he Office of Management
and Budget recommends creating a separate fund ‘5301’ for Vehicle
Replacement and transfer of the remaining balance. Additionally, the
assets should be tracked through an asset management system.”

Observation (2)
The Light Vehicle Replacement Program appears to be
overfunded by $773,000.
Internal Audit Review
Revenue and expenditure records maintained in the County’s financial
system (“Banner”) indicate that at the end of FY19, the Program should
have a cash balance of $1,422,858 3 (chart below). Records produced
by VM indicate the Program had current vehicle assessments totaling
$2,303,700 4.
3 To estimate the FYE19 cash balance, we reviewed the “Budget Status” report available in Banner from inception of the Program (1997)
through September 30, 2019. The Budget Status report provides detailed information about revenues (internal service fund fees, disposition
of assets, insurance proceeds, etc.) and expenditures (fleet acquisitions, salaries & fringes, operating expenses, etc.). From 1997 through FY19,
total revenues were $11,699,351 and total expenditures were $10,276,493.
4 With the exception of vehicle #56907, all of the assessments are from FY12 through FY19. Moreover, it should be noted that this amount
does not include additional revenue sources (internal service fund fees and disposition of assets) identified through our audit procedures or
consider the expenditures (salaries & fringes and operating expenses) allocated to the Program.
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Moreover, we reviewed Banner records (documents) and identified
additional assessments, and auction proceeds, that were not included
in the original data produced by VM. These monies are from thirdparty entity vehicles.
Specifically, we identified additional
assessments totaling $115,000, from at least seven vehicles, 5 and
auction proceeds totaling $45,000, from 11 vehicles. 6
VM does not have a specialized asset management software to manage
the County’s fleet, rather it uses the County’s asset management
system (IPS). The County’s asset management system tracks
information such as the projected replacement year, assigned unit
identification number, description, assigned department, model year,
projected useful life (years), mileage and projected replacement cost.
However, it does not maintain important information such as vehicle
reliability, operating costs, or total ownership costs, which according
to the County’s Vehicle and Equipment Policy are some of the factors
used to decide if a vehicle should be replaced early or if its useful life
can be extended.
Furthermore, the County’s asset management software does not allow
VM to track a vehicle’s current, or historical, annual assessment;
rather, this data is maintained by VM in an EXCEL spreadsheet. The
EXCEL spreadsheet has assessments from FY08 through FY19. There
is no information prior to FY08.

A comparison of the EXCEL assessment data to Banner assessment
data identified a slight discrepancy. Specifically, for the period of FY08
through FY19, EXCEL assessments totaled $5,206,690 while Banner
assessments totaled $5,213,833, a discrepancy of 0.14%. We did not
attempt to reconcile this minor discrepancy.
To provide management with an estimated Program balance, we
analyzed the Program’s revenue and expenditure documentation
maintained in Banner from FY97 (inception) through FY19. Our
analysis identified the following:

Florida Department of Health-Martin County: #20839, #56377, #56378, #56379, #56391 and #57031; Martin County Property
Appraiser: #56740.

5

6 Florida Department of Health-Martin County: #19685, #19686, #19687, #26960, #54936, #56377, #56378, #56379 and #56391;
Martin County Property Appraiser: #52717 and #53563.
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Light Vehicle Replacement Program
FY97 through FY19
Revenue:
Internal Service Fund Fees
Disposition of Assets
Sale of Surplus Materials
Insurance Proceeds
Gain/Loss on Sale of Investments
Total Revenue
Expenditures:
Fleet Acquisitions
Salaries & Fringes
Operating Expenses – Excl. Depreciation
Transfer
Total Expenditures
Total Revenue over Expenditures

$10,093,360
1,108,012
454,323
102,808
(59,152)
11,699,351
$8,966,849
1,159,139
150,221
284
10,276,493
1,422,858

As previously mentioned, we estimate that Fund 5300 had a cash
balance of $2.196 million at the end of FY19. Banner records
demonstrate the Program should have a cash balance of 1.423 million.
Therefore, it appears the Program is overfunded by $773,000.

However, management should recognize that because VM does not
have readily available data supporting the initial purchase price, total
assessments collected, estimated/actual life, auction/salvage proceeds
or replacement cost for vehicles participating in the Program from
FY97 through FY07, this estimate can be slightly higher, or lower, than
$780,000. Any difference would be attributable to the aggregate
surplus, or deficit, resulting from the total amount collected (total
assessments + auction proceeds) minus replacement cost(s).

Recommendations
2. Management should consider investing in a fleet management
software package. A fleet specific software package would allow
the Vehicle Maintenance division to better manage all aspects of the
county, and third-party entity, fleet.

A fleet software package is a direct cost associated with
administering both the Vehicle & Equipment Repairs program (org.
0608) and the Light Vehicle Replacement Program (org. 0609).
Management might consider the merits of using a portion of the
estimated surplus for such purposes.

Page 8 of 20

Martin County Clerk of the Circuit Court & Comptroller

Response
Agreed. Specifically, the County stated: “the county is currently
implementing a wholistic asset management program (Infor), which is
not specific to fleet management. The contractor providing services to
the Transit Division uses Cetaris Fleet Assistant for their fleet
management. We will research and evaluate this and other fleet
management software to determine which will provide the
recommended capabilities.
3. The Vehicle Maintenance division and the Office of Management
and Budget should annually review the Light Vehicle Replacement
Program’s revenue and expenditures; and, where necessary, make
appropriate adjustments to the annual internal service fund fee
assessment(s) collected.
Response
Agreed. Specifically, the County stated “… the Office of Management
and Budget conducts annual reviews as part of their budget process.
Additional attention will be focused on fluctuations to both revenues and
expenditures within the Light Vehicle Replacement Program and
adjustments made to reflect fluctuations.”
Observation (3)
Martin County should enter into agreements with third-party
entities participating in the Light Vehicle Replacement Program.
Internal Audit Review
The Martin County Property Appraiser, the Martin County Supervisor
of Elections and the Florida Department of Health in Martin County
(“third-party entities”) participate in the County’s replacement
program; however, the County has not entered into formal, written
agreements describing each parties’ roles and responsibilities.

The services provided to the third-party entities are similar to those
provided to County departments: vehicle purchase, replacement,
preventative maintenance and repair. The only discernable difference
is in how the assessments are remitted to the Program. Assessments
from participating County departments are transferred via a journal
entry, while VM prepares/sends the third-party entities an invoice.
The monies collected are subsequently placed into the Program.
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Of particular concern is that there is no formal, written agreement
between the County and the third-party entities outlining what
happens to the residual funds when the total assessments plus auction
proceeds collected by VM for a specific vehicle exceed its replacement
cost.
We have been informed there is an informal agreement between VM
and the third-party entities and they understand that residual funds
will be used to offset costs associated with the administering the
Program.

Recommendations
4. The County should enter into a formal, written agreement with
each of the third-party entities participating in the Light Vehicle
Replacement Program. The agreement should define its scope and
detail each party’s roles and responsibilities.
Response
Agreed. Specifically, the County stated: they “… recently entered into
an agreement with the Florida Department of Health. We will use this
agreement as a template for the other third-parties involved in the Light
Vehicle Replacement Program.”
5. The formal, written agreement entered into with third-party
entities should incorporate, or refer to, the existing Vehicle and
Equipment Policy (Administrative Directed Policy 205).

Response
Agreed. Specifically, the County stated: “… [t]he revised Policy 205 (as
referenced in Response 6) will be included with any third-party
agreements.”

Observation (4)
Administrative Directed Policy 205—Vehicle and Equipment—
should be updated to include the cost recovery process used by
Vehicle Maintenance for administering the light vehicle
replacement program.
Internal Audit Review
The Vehicle and Equipment Policy (rev. June, 2018) does not describe
the cost recovery process used by VM to recover its cost for
administering the light vehicle replacement program.
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Internal service funds are designed to recover costs of goods and
services provided by one department to other departments or
governmental units (cost reimbursement basis). Costs are typically
recovered by invoicing departments for operating costs in proportion
to their utilization of VM services and/or fleet vehicles.

From our analysis, VM is recovering costs associated with managing
the Program by allocating staff salaries 7 against (a) assessments
collected and, (b) the residual funds resulting from transactions where
the total amount collected exceeds the cost of the replacement vehicle.
The GFOA, in its Pricing Internal Services best practices document,
recommends that governments consider the following six steps prior
to implementing an internal service pricing system:
1.
2.
3.
4.
5.
6.

Identify goals of internal service pricing;
Develop allocation strategy;
Define level of costing detail;
Determine cost of service;
Decide basis of allocation [emphasis added]; and,
Consider potential drawbacks.

One of the general principles recommended by the GFOA for
determining the basis for cost allocation is fairness. According to the
GFOA:
The method of cost allocation that will be used must be
seen as fair and legitimate by the users of the costing
system. The fee should be charged equitably [emphasis
added] based on use and other considerations 8. Users
must understand how the costs are calculated and should
have a role in determining how the price system will be
structured.

As noted earlier, VM allocates salaries against the (a) assessments
collected and, (b) the residual funds resulting from transactions where
the total amount collected exceeds the cost of the replacement vehicle.
7 Two VM employees have portion of their salary charged to the Program. In FY12 and FY13, each position allocated 50%; however, it was
reduced to the current allocation of 20% in FY14.

8 The GFOA provides the following example: “the customer may provide value back to the internal service in some way that justifies a lower
charge.”
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The current process is neither transparent nor equitable. The process
lacks transparency because it does not reveal the methodology used to
allocate VM salaries to the participating departments. Furthermore,
the process is not equitable because departments with auctioned
vehicles are responsible for a disproportionate share of the allocated
salaries.
Recommendations
6. To increase transparency, the Vehicle and Equipment Policy should
be updated to include items such as:

a) Costs associated with managing the Light Vehicle Replacement
Program;
b) Cost allocation methodology;
c) Guidelines to determine what will happen to the excess funds
when then the internal service fund fee revenue exceeds actual
costs.

Response
Agreed. Specifically, the County stated it “… will incorporate the
suggested detail in revising the Policy.”

7. The Vehicle Services Administrator in conjunction with the Office
of Management and Budget should ensure that the total cost of fleet
operations, including overhead and fleet vehicle replacement, are
charged to the fleet vehicle users in an equitable manner.

Response
Agreed. Specifically, the County stated it “… has an established
methodology for fleet vehicle charges and will conduct a review to ensure
that the methodology is equitable. Furthermore, the methodology
including changes, if any, will be provided to all departments and thirdparties participating in the Light Vehicle Replacement Program.”
Martin County Clerk & Comptroller
The Florida Constitution established the clerk of the circuit court as the
local constitutional officer who serves as the public trustee for the
county. In addition to serving as the clerk to the courts, the clerk
provides a county level system of checks and balances through services
as the county comptroller, clerk to the board of county commissioners,
guardian of public and official records, clerk to the value adjustment
board and internal auditor of county funds.
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Internal audit activity is established as a responsibility of the County
Clerk & Comptroller by Florida Constitution Article VIII, §1, cl.(d) as
the “ex officio clerk of the board of county commissioners, auditor,
recorder and custodian of all county funds.” The internal audit activity
is administered on the government operations of the County Clerk, and
its functional divisions, and the Martin County Board of County
Commissioners, and its functional divisions, as specified in the State
Constitution, State Statutes and decisions and opinions of the State
Judiciary.

Background
In or around 1997, Martin County implemented the Program to
stabilize the impact of replacing light fleet vehicles on departmental
annual budget. VM is responsible for managing the County’s light fleet
vehicles, including the Program.
At the beginning of each fiscal year participating departments are
assessed a fee for each vehicle included in the Program. The
assessment is based on a number of factors including estimated useful
life, salvage value and replacement cost. Generally, VM considers
vehicle should be replaced after 9 years, or 90,000 miles of service.
However, other factors (usage, reliability) can either shorten, or
lengthen, a vehicle’s useful life.

In addition to coordinating the program for County departments, VM
provides services to third-party entities. The services provided are
similar to those provided to County departments: vehicle purchase,
replacement, preventative maintenance and repair.
The only
discernable difference is in how the assessments are remitted to the
Program. Assessments from County departments are transferred via a
journal entry, while VM prepares/mails the third-party entities an
invoice. The monies collected are subsequently deposited into the
Program.
The annual assessment for a newly replaced vehicle is calculated by:
1.
2.
3.
4.

Identifying the vehicle cost;
Applying the current inflation factor (5%);
Calculating the total assessment (90%); and,
Computing the annual assessment by dividing the total
assessment by the vehicle’s useful life.
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To illustrate, a vehicle purchased for $30,000 with a useful life of 9
years would have an estimated total assessment of $28,350. The
department could then budget the $3,150 9 assessment for the next
nine years.
Audit Objectives
The County Commission is responsible for establishing and
implementing a system of internal controls designed to provide a
reasonable assurance regarding the achievement of objectives relating
to operations, reporting and compliance.
The audit was initiated to address the following objectives:

1. Estimate Program cash balance on September 30, 2019;
2. Assess if budgeted assessments are reasonable and
appropriate;
3. Assess if the Program is operating efficiently and effectively;
and,
4. Identify any inappropriate Program expenditures.

Internal Auditing is an “independent, objective assurance and
consulting activity designed to add value and improve an
organization’s operations. It helps an organization accomplish its
objectives by bringing a systematic, disciplined approach to evaluate
and improve the effectiveness of risk management, control and
governance processes.” 10
Audit Scope
Because the Program is a forward-funded concept—funds are
gradually accumulated for future vehicle replacement—to arrive at
our estimated balance on September 30, 2019, we reviewed the
assessments, auction proceeds, if applicable, and replacement cost, of
454 fleet vehicles between FY08 and FY19.
Our analysis identified that as of September 30, 2019, the Program had
195 fleet vehicles with total assessments of $2,303,700. With the
exception of one vehicle—#56907—all of the assessments were
Estimated Replacement Cost: ($30,000 x 105%) = $31,500
Estimated Total Assessment: ($31,500 x 90%) = $28,350
Estimated Annual Assessment: ($28,350 ÷ 9 years) = $3,150
10
International Professional Practices Framework, definition of Internal Auditing.
9

Page 14 of 20

Martin County Clerk of the Circuit Court & Comptroller

collected between FY12 and FY19. Vehicle #56907 had a $990.00
assessment from FY11.
Ultimately, we reviewed 99.8% of the Program assessments from FY12
though FY19.
Audit Methodology
Audit procedures included, but were not limited to:

1. Reviewing Program records maintained in the County’s
financial system (Banner).
2. Reviewing records maintained by VM.
3. Reviewing annual “internal service fund fees” assessments.
4. Reviewing “fleet acquisitions.”
5. Reviewing proceeds from the “disposition of fixed assets.”
6. Interviewing County staff.

The audit was planned and performed to obtain sufficient, appropriate
evidence to provide a reasonable basis for our comments and
conclusion based upon the audit objectives. This audit report is
intended to provide management, and those charged with governance
and oversight, with information to improve program performance and
operations, reduce cost, facilitate decision making by parties with
responsibility to oversee or initiate corrective action and contribute to
public accountability. We believe that the evidence obtained provides
a reasonable basis for our comments and conclusions based upon our
stated objectives.
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ATTACHMENT A
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ATTACHMENT B
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ATTACHMENT C – PAGE 1
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ATTACHMENT C – PAGE 2

Page 19 of 20

Martin County Clerk of the Circuit Court & Comptroller

ATTACHMENT C – PAGE 3
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