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August 1, 2014

Ms. Angela Vick
Citrus County Clerk of the Circuit Court and Comptroller
110 N. Apopka Avenue
Inverness, Florida 34450

Dear Ms. Vick:

As requested by the Citrus County Clerk of the Circuit Court and Comptroller (the Clerk and
Comptroller), we have completed our engagement to evaluate the Citrus County (the County) Impact
Fee Program. The general objective of the engagement was to evaluate the adequacy and effectiveness
of the internal controls and procedures over the County’s Impact Fee Program to determine whether
the systems established by County and participating cities’ administration for assessing, collecting,
recording, and disbursing impact fees ensure compliance with applicable laws and regulations.

The engagement’s specific objectives were to:


Verify that internal controls over the Impact Fee Program are adequate and effective.



Ascertain whether the means used to identify, determine, and record impact fee revenue, including
exceptions and credits (offsets), result in accurate, complete and timely information.



Ascertain whether impact fees collected are properly and timely transferred to the County.



Verify that recording of and accounting for key transactions within the Impact Fee Program follows
applicable laws and regulations.



Ascertain whether the impact fee proceeds are expended in accordance with applicable laws, and
only used on capacity‐adding capital projects.



Report on the adequacy of internal controls and make recommendations for strengthening any
inadequate controls and/or for improving operations going forward.
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We appreciate the assistance and contribution of management and staff of the County’s Division of
Planning and Development, the Land Development Division, and the Office of Management and Budget.
We also thank the City of Crystal River and the City of Inverness for their support.

Our report is intended solely for the Clerk and Comptroller’s management, the Board of County
Commissioners of Citrus County (BOCC), and BOCC management, and is not intended for any purpose
other than to assist you with the items mentioned above. Consequently, our report is limited for your
information and use only and should not be used by anyone else. In addition, our report is based on
current circumstances. We have no responsibility to update our report for events and circumstances
that occur after August 1, 2014.

Respectfully submitted,
CliftonLarsonAllen LLP

Michael E. Carter, CPA
Principal
863‐680‐5614
mike.carter@cliftonlarsonallen.com
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I. OVERVIEW OF THE COUNTY’S IMPACT FEE PROGRAM

The Board of County Commissioners of Citrus County (BOCC) has the statutory authority to adopt
ordinances relating to impact fee programs. Impact fees are imposed by a local government on new or
proposed development projects to help fund the costs of providing public services such as roads,
schools, parks, or law enforcement to the new development. On February 22, 2011, the BOCC adopted
Ordinance 2011‐A03 (the Ordinance), which amended Chapter 54, Impact Fees, of the Citrus County
Code of Ordinances to implement updated impact fees.

The Citrus County Impact Fee Program (the Program) has eight impact fee components: Roads, Schools,
Parks, Library, Fire, Emergency Management Services (EMS), Law Enforcement and Public Buildings. The
land use, the zone of the County where the development project occurs, and the square footage subject
to assessment, determine the impact fee components that are applicable to a development project. The
County has established geographic “benefit districts” (geographic zones of the County) for the Roads (5
benefit districts) and the Parks (4 benefit districts) components of the fee.

For all other impact fee

components, the entire County and its two incorporated Cities constitute the benefit district.

Assessment of impact fees is a step of the building application process for a new construction project
and is part of the project’s land use review. Once the land use is verified, the impact fee follows the
impact fee schedule (the Schedule), and/or is apportioned according to square footage. Deviations from
the Schedule include cases in which the use of the land is not on the Schedule, or the developer
identifies circumstances that would result in a different amount. For example, the County currently has
a contract in place with a Citrus County developer1 to assess a specific amount for the road component
of the impact fees that is different from the amount established in the Schedule within the boundaries
of its developments. Additionally, the Program establishes developer credits to recognize the value of
existing buildings within the new development for impact fees previously paid to the County.

The Program also provides for deferment of impact fee payment, in which case a promissory note is
entered and must be paid prior to the issuance of a Certificate of Occupancy on the development, or
until a final inspection is requested for non‐residential projects. Residential projects less than 1,500
1

Hampton Hills, Brentwood Farms Limited Partnership, Celina Hills Associates, Citrus Hills Investment Properties,
and Canterbury Lakes, Inc., collectively referred to as “the developer”.

1

square feet of living space can also qualify for deferred payment for up to ten years on the basis of
affordable housing programs. The deferred payment obligation runs with the land and is binding on all
successor owners or developers.

Participating entities
The Citrus County School Board (the School Board) and the two incorporated cities, the City of Inverness
and the City of Crystal River, participate in the collection and expenditure of impact fees from impact‐
generating developments within the Cities’ incorporated areas via interlocal agreements with the
County. In September 2008, the interlocal agreement between the City of Inverness and the County was
amended to terminate the collection of impact fees levied by the County for Parks and for Roads2.
Similarly, the City of Crystal River does not collect impact fees levied by the County for Roads, nor for
Fire components. The School Board only participates on the expenditure side of the fees collected under
the Schools component.

The table below includes permit statistics for the County and the two participating cities between
October 1, 2011 and September 30, 2013. The table on next page shows the County’s impact fees
collected and expended during that same period.

County and Cities Permitting Activity for Fiscal Years 2012 and 2013

Jurisdiction

Citrus County
City of Crystal River
City of Inverness
(1)

Total Number of
Construction Permits
Processed

Total Number of
Construction Permits with
Impact Fee Assessments

Total Impact Fees
Collected (Approx.)

5,312

295

$2 million

741

3

$29 thousand (1)

1,129

3

$53 thousand

(1)

Subsequently transferred to the County.

2

Change to the agreement was passed on the basis that there were Parks capital projects contemplated within the
City’s capital improvement plan. For Roads, the City started to collect its own impact fees.
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Impact Fee Revenue and Expenditures for Fiscal Years 2012 and 2013
Impact Fee Fund Title
School Impact Fees

Fund
Number
611

Fiscal Year 2012
Revenue (1)
Expenditure
$ 237,726.66
$ 756,129.75

Fiscal Year 2013
Revenue (1)
Expenditure
$ 292,304.77
$ 146,010.85

Law Enforcement Impact Fees

619

57,672.40

‐

120,029.88

‐

Fire Impact Fees

620

72,769.50

‐

164,339.64

‐

Library Impact Fees

622

29,752.46

‐

36,389.68

‐

EMS (Emergency Management
Services) Impact Fees

621

6,176.79

‐

18,171.40

‐

Public Buildings Impact Fees

623

56,566.78

‐

193,852.24

‐

Road Impact Fees District A

662

91,103.38

40,306.49

124,685.95

298,058.52

Road Impact Fees District B

663

38,985.23

43,538.72

34,774.63

2,621.50

Road Impact Fees District C

664

113,414.90

82,283.84

63,070.68

179,731.73

Road Impact Fees District D

665

148,281.48

71,966.37

157,376.82

761,997.87

Park Impact Fees District 1

636

8,504.47

‐

7,564.49

‐

Park Impact Fees District 2

637

50,838.09

‐

59,194.94

‐

Park Impact Fees District 3

638

8,139.80

‐

12,329.25

‐

Park Impact Fees District 4

639

6,628.30

‐

51,090.23

‐

Road Impact Fees ‐ District 7

614

3,160.89

292,009.10

295.33

‐

Road Impact Fees ‐ District 8

613

5,614.49

1,950.47

Total
$ 935,335.62
$ 1,286,234.27
$ 1,337,420.40
Revenue includes actual impact fees collected plus any investment interest earned.
Source: Clerk of the Circuit Court ‐ Fiscal year 2012 and 2013 impact fee revenue and expenditure data.

$1,388,420.47

(1)

Impact fee assessment in neighboring counties
Several of Citrus’ neighboring counties have moratoriums and do not currently assess impact fees:


Hernando County suspended impact fees in November 2011.



Marion County suspended School and Fire impact fees in June 2011.



Pasco County had suspended impact fees, and reinstated their collection in January 2014.
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Uses of impact fees
According to the Ordinance, impact fees collected for county facilities shall be spent only on capacity‐
adding capital facilities, and not on operations or maintenance costs, or to correct existing deficiencies,
or needs not created by the new development. Additionally, impact fees must be spent or encumbered
within seven years from the date the building permit was issued; otherwise, unspent fees must be
returned to the fee payer.

The Ordinance also establishes that impact fees must be used to fund capital improvements for the
same type of facility for which they were paid and within the same benefit district for which they were
collected (i.e., the construction of a library would be paid with monies collected under the Library
component of the impact fee).

The County plans for capital facilities as part of the annual budget process. Citrus County maintains a
Capital Improvement Program (CIP) that covers a five‐year period and is updated annually in conjunction
with the operating budget. Participating Cities and the School Board have their own CIP process.

The County’s Office of Management and Budget (OMB) is responsible for releasing the funds per budget
adoptions made by the Board. OMB consults with the County’s Department of Planning and
Development and utilizes their subject matter expertise prior to making the final approval of the use of
impact fees.

Organizational structure supporting the Impact Fee Program
The Land Development Division under the County’s Planning and Development Department is
responsible for assessing and collecting impact fees on all residential and non‐residential developments.
The Land Development Division works in coordination with the Building Division on various steps of the
permitting process, such as building application intake, review coordination, communication with the
applicant, and quarterly audits verifying the accuracy of impact fee calculations. The County’s OMB
collects and remits the impact fees to the Clerk of Courts, the County’s finance officer.

At both participating Cities, the Impact Fee Program is coordinated by a Community Development
Director who works in coordination with each City’s financial services department to collect and remit
impact fees levied to the County.
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Technology supporting the Impact Fee Program
The County uses HansenTM, the system used to process building applications, to support impact fee
invoicing and collection. All cash collected is registered in Hansen within the pertinent impact fee
deposit fund account, and through a nightly interface, this information is recorded in PentamationTM,
the County’s financial management system.

The County also uses an on‐line permitting application, developed in‐house, that interfaces with Hansen
and allows users to walk through the entire process, from creating an application to paying the impact
fees on‐line and printing the permits. Per County management, Citrus County is the pioneer using on‐
line permitting in Florida, and currently 90 percent of the permit applications are processed on‐line. The
program is on its fourth implementation phase, with the completion of the fifth and last phase,
encompassing large developments and the submittal of complex plans on‐line, planned for 2014.

The City of Inverness uses PTWin to track the various aspects of permitting. PTWin is a standalone
system, which does not interact with the City’s financial management system. The City is looking into
converting from PTWin to Munis in the future.

The City of Crystal River uses BS&A Software, an on‐line permit applications service designed to allow
the public to apply for building permits on‐line. Currently, there is no interface between the on‐line
applications process and the City’s financial management system.

This space left blank intentionally.
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II. SCOPE AND METHODOLOGY

The assessment covered the two‐year period from October 1, 2011 to September 30, 2013, and included
the evaluation of the following processes:



Identification and assessment of impact fees



Collection and recording of impact fees



Use of impact fees

Attachment 1 includes the flowcharts representing these processes and illustrates their associated key
controls.

Our methodology included on‐site testing and walk‐throughs, various forms of sampling, and interviews
with the key individuals listed below:

Citrus County


Department of Planning and Development Director



Office of Management and Budget Director



Customer Service Supervisor, Land Development Division



Planner, Land Development Division



Land Development Division Director (Interim)



Geographic Resources and Community Planning Director



Building Operations Manager

City of Crystal River


Planning and Community Development Director



Finance Director

City of Inverness


Community Development Director



Building Permit Coordinator

Citrus County Builders Association


Executive Officer and several Association Board Members

6

III. SUMMARY OF RESULTS

We determined that the County, except for the deficiencies and recommendations noted below,
maintains reasonable level of controls for ensuring that –
‐

Impact fee revenue is properly identified and assessed wherever applicable.

‐

Impact fee assessment amounts, including exceptions and credits, are accurately calculated.

‐

Accounting of impact fee transactions in the general ledger follows applicable laws and regulations.

‐

Impact fee proceeds are expended in accordance with applicable laws for the purpose of existing
and/or planned capacity‐adding capital projects, as indicated in the Ordinance.

Opportunities for Improvement
An important strength of the County’s Land Development/impact fee group is a mature and long‐
standing workforce. These functional teams, experienced and cross‐trained, demonstrate a strong sense
of responsibility and ownership in relation to their assigned duties.
While certain controls relevant to the Impact Fee Program are in place, the County should take
measures to strengthen those controls and/or implement additional controls. One important
improvement area is the segregation of duties over calculation of impact fees, including land use
verification and application of credits. Currently, a single person calculates the assessment amounts,
including exceptions and credits, and with no independent review to consistently verify the accuracy of
calculations. Tests to verify accuracy of those calculations disclosed several instances of errors (see
Observation D).
As the originator of the impact fee Ordinance and the central agent of the program, the County can
contribute to overall program effectiveness by creating communication opportunities with the Cities for
exchanging ideas for process improvement and best practices, statutory updates, and use of technology,
among others. Currently, there are no established periodic communications between the County and
the Cities participating in the program; communication is limited to resolution of issues (see Observation
A).
Some weaknesses were noted with respect to the impact fee interlocal agreements, including outdated
clauses regarding impact fee administration costs, and limited procedures to carry out agreement
guidelines (see Observation B). Also, an amendment to the City of Crystal River interlocal agreement,
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when the City ceased to collect Roads and Fire impact fee components, could not be found and does not
appear to exist.
Another area for improvement relates to the mechanisms used to determine the rational nexus
between proposed impact fee‐bearing projects, and the proportionate share of the cost of capital
facilities attributable to new development.

Currently, these mechanisms are not defined or

documented either in the Ordinance or in an Administrative Regulation, which exposes the County to
potential legal action challenging the constitutionality of the County’s use of the impact fees (see
Observation H).

This space left blank intentionally.
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IV. DETAILED RESULTS AND RECOMMENDATIONS FOR IMPROVEMENT

OBSERVATION A
The County and the participating Cities operate rather separately with respect to the Program, and
communication is limited to resolution when issues arise. Additionally, an interactive communication
between the County and private developers is not evident.

As a whole, the Impact Fee Program would benefit from stronger coordinating activites between the
County and the Cities. While the County and the participating Cities act within their respective
jurisdiction, the County is the center of the program, as described in the Ordinance, and leads in terms
of resources, technology, expertise, and know‐how. Currently, communication between the County and
the Cities’ personnel responsible for impact fee activity is limited to communications related to the
Impact Fee Update every three years, and to resolution of punctual issues when they arise. Limited
communication between the County and the Cities is evidenced by outdated information in the
agreement and the absence of impact fee informational reports.

Section 3 of the Interlocal Agreements, which requires the County to provide a monthly detailed report
of all revenue and expenses associated with the impact fee fund to the Cities, is not being followed.
OMB currently maintains detailed monthly information on impact fee activity, such as monthly revenue
by fund component, monthly expenditure by impact fee capital improvement project, and seven‐year
expenditure compliance by fund. OMB maintains this information for internal purposes, not to be
shared with other Impact Fee Program stakeholders within or external to the County. Receiving such
information could be beneficial to the Cities and other stakeholders for planning and reconciliation
purposes.

We also noted opportunities to improve the interaction between the County and the developer
community, a key stakeholder of the Impact Fee Program. A strong relationship with this group is
considered an essential driver of economic growth; and while there are some components in place, a
strategy to develop an interactive partnership is not evident. For example, the developer community
appears to have access to County management when needed, and according to management, County
representatives attend the monthly Citrus County Builder Association meetings. As any other interested
party, the developer community has the ability to participate in public hearings of interest. While such

9

initiative usually comes from private entrepreneurs, some governments have adopted a more proactive
approach in creating successful partnerships with their developer community.

Notably and as described by management, opportunities for private, special interest groups to
participate in the 2014 impact fee update included the Agriculture Alliance, Chambers of Commerce, the
Citrus County Council, the Citrus County Builders Association, and the Citrus County Realtors
Association.

Recommendation 1
a. The County should work in coordination with the Cities to amend the interlocal agreements to
revise the procedure to provide

periodic detailed reports of all revenue and expenses

associated with the impact fee fund to make it reflect current operational practices and be
consistent with Florida Statutes. Existing OMB analyses should provide an adequate basis for the
summary report. At the Cities’ discretion, a periodic reconciliation of the their collections with
County records can also be beneficial.

b. As the center of the Ordinance and the Program, the County can contribute to overall program
effectiveness by creating communication opportunities with the Cities for exchanging ideas for
process improvement and best practices, statutory updates, and use of technology, among
others. Once the reporting procedure is implemented (Recommendation 1.a), the County and
the Cities can use the opportunity to discuss other aspects, including ideas to enhance the
Program and best practices. This communication can also include a reminder to submit any
outstanding impact fee remittals (see Recommendation 6).

c. The County should also consider the benefit of a periodic reconciliation between the
information in Hansen and the Clerk’s financial information.
d. The County should develop a more interactive partnership with the developer community,
whereby, beyond the tri‐annual impact fee update, the County proactively meets with the
developers to discuss matters that affect both parties, gradually building a stronger relationship,
and working together on the economic growth of the County.
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Management Response
The County maintains an open door policy to discuss impact fee matters that affect stakeholders,
including private developers and builders. Annually, the Department of Management and Budget
submits a memo documenting the year of collection, balance, and disbursement deadlines to the cities
and managing departments. Both cities stopped road impact fee collection and only one city has
unexpended funds. These funds will be expended, extended, or refunded by 2020. The County will be
reviewing the interlocal agreements with the cities and school board following the Impact Fee Update.
Amendments to the interlocal agreements will be submitted to the Board of County Commissioners for
approval.

OBSERVATION B
Several deficiencies were noted with respect to the impact fee interlocal agreements.

Impact fee interlocal agreements do not align with state statute requirements for administration costs.
Section 163.31801 (3)(c) Florida Statutes (the Florida Impact Fee Act) was updated in 2006 to change the
procedure for calculating the impact fee administrative cost from 3 percent of the assessment to the
actual cost. While the County changed the procedure for calculating the impact fee administrative cost
as a result of the update, the interlocal agreements were not updated accordingly, and the Cities
continued to incorrectly charge the 3 percent.

Research also showed that when the City of Crystal River ceased collection of Roads and Fire impact fee
components, the change was not formalized through an update to the interlocal agreement.

Additionally, it was noted that not all the requirements described in the City interlocal agreements are
being followed or supported with formal procedures. As mentioned in Observation A, the County does
not provide a monthly report to the Cities on impact fee receipts.

It was also noted that the School Board agreement has not been updated since inception more than 25
years ago.
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Recommendation 2
The County should undertake the following actions related to the existing impact fee interlocal
agreements –
a. Update the impact fee interlocal agreements with the administrative cost methodology
described in Florida Statutes.
b. Amend the Crystal River interlocal agreement to reflect that the City stopped collecting
Roads and Fire impact fees previously levied by the County.
c. In addition to the procedure to comply with Section 3 (see Recommendation 1.a), develop
any relevant procedures to ensure that interlocal agreement requirements are carried out.
d. Revise the School Board agreement to ensure all clauses are current and updated.

Management Response
The County will be reviewing the interlocal agreements with the cities and school board following the
2014 Impact Fee Update. Amendments to the interlocal agreements will be required to reflect current
operational processes and consistency with Florida Statutes.

OBSERVATION C
Impact fee revenue was properly identified and assessed wherever applicable, both at the County and
at the participating Cities.

The land development review, an intrinsic element of the building permit application process for new
construction, leads into the assessment of impact fees. Through their plan reviews, either the land
development team at the County or the City directors responsible for land use review, determine
whether impact fees apply, their type, and any deviations from the impact fee schedule that are
warranted.

Tests and results
A test of all construction permits was conducted to assess whether impact fee revenue was properly
identified and assessed, wherever applicable. In those cases where impact fees were required but
waived, the test verified the basis of the waiver. The test encompassed statistical samples of 94, 32 and
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15 permits issued at the County, Crystal River and Inverness, respectively, and addressed the following
criteria:
1. Was the construction project an impact fee generating project?
2. Were the impact fees properly assessed?
3. Did the project qualify for an affordable housing impact fee deferral?
The results of the test indicated that, both the County and the participating Cities, assessed impact fees
when required for new impact‐generating construction. The test also found that eight of the 94 County
sample selections were projects that qualified for an affordable housing impact fee deferral, and all
deferral eligibility letters were verified for these projects.

OBSERVATION D
Impact fee determinations are carried out by a single individual with no independent review to verify
calculations.
The determination of the impact fees to be paid in connection with a construction project is one aspect
of that project’s land use review. The impact fee determination at the County is carried out by single
individuals ‐ the Land Development Planners ‐ who verify the use of the land, apply any pertinent
credits, and calculate the impact fee assessment. The Land Development Planners work independently,
with no independent review to verify accuracy of calculations, except on unusual or particularly complex
projects ‐ in which case Land Development Division Director is consulted. Lack of review and inadequate
segregation can lead to inaccurate calculations.

An effective system of internal controls requires appropriate segregation of duties.

Review and

approval of transactions are key elements of internal control, and good practices dictate that no one
individual should complete all the transactions relative to a process.

There is an after‐the‐fact review process that currently takes place through a quarterly audit procedure,
whereby the Assistant Building Director reviews the impact fees associated to 10 randomly selected
projects, and submits the results to the Clerk’s Finance Department. A review of two of these audits
revealed no errors in the calculations tested.
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A considerable risk regarding this review process is the manual calculation of the impact fees. The
Hansen system that supports permitting at the County populates impact fees automatically for certain
land use types (residential projects); however, the Planner has the right to manually change the impact
fee amount calculated by the system, based on determinations of applicable credits. For all other
project types, the impact fee assessment is entered manually into Hansen. Deviations from the schedule
due to credit considerations are supported with notes entered in the system.

At the Cities, impact fee determinations, credit applications, and fee assessments are also performed by
the City Director responsible for land use review, without independent review to verify accuracy of
calculations. Both Cities have developed Excel sheets with formulas that calculate the fees based on
variables such as land use, project type, and square footage.

Tests and results
Statistical samples of permits requiring impact fees were selected to verify the accuracy of impact fee
assessments. Following are the results of our tests:


Citrus County
A statistical sample of 69 permits were selected from the 295 permits which had associated impact
fees. Tests of that sample yielded the following results:


64 of the 69 permits tested had accurately calculated fees, in line with the terms of the
Ordinance.



Charges on three permits tested were less than required by the Ordinance.



Charges on one permit tested were more than required by the Ordinance.

The following table summarizes the four exceptions.
Number
1

2

3

Permit Number
201201913

201207494

201304777

Project Type

Permit Date

Nonresidential
Construction

04/13/2012

Single
Family/Duplex/
Triplex
Single
Family/Duplex/
Triplex

10/30/2012

Observation
Underpayment of $2,850.
Credit was granted to the developer for 5,493 sq. ft.,
not 4,389 sq. ft. as documented in the review notes.
Underpayment of $830.
Error due to incorrect selection of dwelling size.

07/03/2013

Underpayment of $566.
Error appears to be due to the system not capturing
the Parks component of the impact fee as
applicable, either due to manual change or system
error.
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Number

Permit Number

Project Type

Permit Date

4

201306020

Single
Family/Duplex/
Triplex

08/20/2013

Observation
Overpayment of $857.
Error due to incorrect selection of dwelling
apparently based on the initial and not the final
(correct) square footage.

City of Crystal River
The City of Crystal River processed three permits with impact fee assessments during the audit
period. A test to verify the accuracy of the impact fee amounts associated to those permits showed
that –

‐

One of the three permits registered an overpayment of $544 due to incorrect selection of
dwelling size.

‐

On the two other projects, the impact fees were accurately calculated. However, while the City
calculated and deducted administrative fees from the assessed impact fee amount, the
administrative fee was calculated as 3 percent of the total fees, and not at actual costs, as
established by the 2006 update to Section 163.31801 (3)(C) F.S. (see Observation B).



City of Inverness Test
The City of Inverness also processed three permits with impact fee assessments. A test to verify the
accuracy of the impact fee amounts associated to those permits showed that all of the calculations
were accurate.

However, as observed for the City of Crystal River, the administrative fee was incorrectly calculated
as 3 percent of the total fees, and not at actual costs, as established by the 2006 update to Section
163.31801 (3)(C) F.S. (see Observation B).

Recommendation 3
The County should implement a review process whereby an independent party reviews the
determinations made by the Planner, with the purpose of verifying accuracy of impact fees assessed and
credits applied.
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Recommendation 4
The County should change the procedure to ensure that final square footage values in Hansen are
accurate, especially for living space square footage, which is essential for impact fee calculation.
Currently there are two values – one is the initial square footage value entered in the system during
application in‐take, and another final value resulting from expert plan review. Tests showed that, in
some cases, the initial (incorrect) square footage was used in the impact fee determination.

Recommendation 5
The County should update the Interlocal agreements to reflect impact fee administrative fees at actual
costs, not at 3 percent (see Recommendation 2.a)

Management Response
The County will assess staffing resources and develop a work program to assure a verification system is
in place as was done in previous years prior to the County’s downsizing. A procedure will be implemented
to verify final square footage values in Hansen accurately reflect the approved plan and impact fee
calculation. Separately, a refund will be provided for overpayment on Permit Number 201306020.

The County will be reviewing the interlocal agreements with the cities and school board following the
2014 Impact Fee Update for amendment to reflect administrative fees for the collection of impact fees to
actual costs in accordance with Florida Statutes.

OBSERVATION E
Impact fees collected by the the City of Inverness were timely transferred to the County. However,
impact fees associated to one project at the City of Crystal River were transferred to the County 18
months after the money was collected.

The Cities’ interlocal agreements establish that impact fee amounts shall be remitted to the County
every month.
Test and result
A test to verify the interlocal agreements’ rule for transfer of impact fees to the County showed that –
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City of Inverness
The City of Inverness transferred impact fees within the time period established by the agreement
for the three permits that had impact fee assessments during the audit period.



Crystal River
For one of the three permits with impact fees during the audit period, the City of Crystal River
submitted fees to the County approximately 18 months from the date application permit was
received. The City identified the pending liability during this audit and processed payment to the
County for $19,656 on February 6, 2014, which included $1,315 in interest.

Recommendation 6
The County, in coordination with the Cities, should develop a procedure by which impact fees collected
are remitted by the 5th of the month. The County should also change the current procedure to verify
timely transfer by requesting supporting documentation of the payment to the City, and comparing to
the date the money is received at the County. The periodic communication described in
Recommendation 1.b would include a reminder to the Cities to submit any outstanding impact fee
remittals.

Management Response
The County will be reviewing the interlocal agreements with the cities and school board following the
2014 Impact Fee Update, and updating communication and reporting requirements will be addressed.

OBSERVATION F
Accounting for impact fee transactions in the general ledger follows applicable laws and regulations.

The Ordinance requires that the County establish an impact fee fund and accounts separate from all
other accounts for all the impact fees collected and expended.
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Tests and results
Tests to verify this requirement showed that recording and accounting of impact fee revenue and
expenditure transactions follow the regulations established within the Ordinance. The County’s impact
fee fund is divided into 16 accounts separate from all other accounts, each corresponding to the impact
fee component established by the Ordinance, including the four Roads and the four Parks benefit
districts. Whenever there is a need to change an impact fee revenue account in the County’s Uniform
Chart of Account (for example, due to changes to the impact fee schedule adopted by the Board), the
County’s OMB submits a request to the Land Development Department to make the respective change
in Hansen.

Similarly, participating Cities maintain impact fee fund accounts separately from all other accounts,
divided into the impact fee components in which the City participates.

A test of five random selections to verify posting of transactions in the general ledger showed that the
fees were properly accounted for in the respective funds, and generally recorded in the County's
financial system the next business day after being collected by the County.

OBSERVATION G
Segregation of duties with regard to changes to Hansen could be enhanced.
Currently, impact fee edits and changes in Hansen are carried out by the Land Development Division
Director, which creates a segregation of duties issue. Best practices indicate that system coding activities
should be handled by individuals independent from the group making the assessment.

Recommendation 7
At minimum, the Land Development Division should transfer impact fee coding responsibility to another
division to achieve adequate segregation of duties.

Management Response
The County will assess staffing resources to transfer impact fee coding responsibility to another division
to achieve adequate segregation of duties as was done in previous years prior to the County’s
downsizing.
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OBSERVATION H
The auditor did not find a procedure or methodology followed by the County to clearly illustrate the
reasonable connection or rational nexus between the proposed new capital facilities expenditures
and the growth in population caused by new development, as established by applicable laws.

Background
Section 163.31801, Florida Statutes (the Statute), cited as the Florida Impact Fee Act, describes impact
fees as revenue available to a local government “to use in funding the infrastructure necessitated by
new growth.” The intent of this statute is to ensure that when a county adopts an impact fee by
ordinance, it complies with this Section by including certain minimum requirements as described
therein.

In line with the Statute, Section 54‐2 of the County’s Ordinance, Intent and Purpose, establishes that the
Ordinance is intended to implement and be consistent with the Citrus County Comprehensive Plan, the
Florida Local Government Comprehensive Planning and Land Development Regulation Act.

To

accomplish this objective, the Ordinance defines Contribution of proportionate share, as a requirement
for all new impact‐generating land development to contribute its proportionate share of the funds, land,
or public facilities necessary to accommodate any impacts on county facilities having a rational nexus to
the proposed land development for which the need is reasonably attributable to the proposed
development. Further, the Ordinance refers to the Allocation of fair share cost to reflect the Ordinance’s
intent to be consistent with the principles for allocating a fair share of the cost of new county facilities to
new users as established by Florida Statutes, the Florida Supreme Court3, and the District Courts of
Appeal of Florida.

Additionally, Ordinance Section 54‐8, Use of Funds, states that the fees collected for county facilities are
expressly and solely designated for the accommodation of impacts reasonably attributable to impact
generating land development. The section further states that the proceeds collected shall be spent only
3

Through its rulings, the Florida Supreme Court has developed guidelines for impact fees based on the “rational
nexus” concept. For example, in the case of St. John’s County v. Northeast Florida Builders Association, Inc., 583
So.2d 635 (1991), the Florida Supreme Court stated: “… the local government must demonstrate a reasonable
connection, or rational nexus, between the need for additional capital facilities and the growth in population
generated by the subdivision. In addition, the government must show a reasonable connection, or rational nexus,
between the expenditures of the funds collected and the benefits accruing to the subdivision. In order to satisfy
this latter requirement, the ordinance must specifically earmark the funds collected for use in acquiring capital
facilities to benefit the new residents.”
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on capacity‐adding capital facilities, the need for which is created by and the provision of which will
substantially benefit new impact‐generating land development.

Tests and results
The review of documentation supporting impact fee expenditures selected for testing (see Observation
I) and conversations with responsible County management, did not provide evidence of a prescribed and
consistently used methodology in place to:

1. Establish the rational nexus between a capital facilities project and the new land developments.

2. Calculate the proportionate share of the cost of capital facilities attributable to new
development, and consequently, allocable to impact fees.

According to County management, the process of qualifying a project as being funded with impact fee
revenue is subject to the consideration of multiple factors. Principally, the proposed project needs to be
included in the County’s Comprehensive Capital Improvement Element (or in the School Board’s CIP, if
it’s a school‐related project). The proposed project also needs to bear new capital capacity; it can not be
a project to maintain or repair existing capital facilities. The County’s project reviewers also consult the
effective Impact Fee Report on matters related to existing population and expected growth. County
management also explained that the decision of funding a project with impact fees does not only
consider the impact of new development, but also considers the existing need for capital facilities.

Recommendation 8
The County’s legal counsel, in coordination with the County’s Planning and Development Department
and County management, should conduct additional research and benchmarking efforts related to the
mechanisms used to determine the nexus between proposed impact fee‐bearing projects, and to
develop a standard process for calculating the proportionate share of the cost of capital facilities. Based
on the results of this research, the County should consider revising the Ordinance to address the
methodologies to be used going forward, which can consist of various types of tests4, which address the
constitutionality of impact fee use–
4

States with express enabling authority for impact fees usually include the standards for nexus and proportionality
within the text of the statute itself. Otherwise, as is the case of Florida, three general tests have emerged among

20



The nexus between the project and the impact caused by the new development.



The fair share of the cost of public facilities necessary to accommodate any impacts attributable
to the proposed development.



The benefit realized from the new development.

Additionally, the County should consider adding language to the Ordinance to address specific Florida
Supreme Court rulings related to impact fees, as is included in the Polk County Ordinance.
Management Response
The current standards embodied in the impact fee ordinance are sufficient to ensure fee expenditure on
eligible projects. Please refer to EXHIBIT A – Letter dated August 22, 2014 from Clancy Mullen, Vice‐
President, Duncan Associates RE: “Impact Fee Audit – Expenditure Methodology.” Mr. Mullen serves as
the County’s impact fee expert who is currently preparing the 2014 Impact Fee Update comprising the
technical report (rate study) and associated Impact Fee Ordinance for Citrus County. The evidence
supporting the Dual Rational Nexus test is detailed in the rate study for the various impact fees. The
technical report/rate study was adopted in the Impact Fee Ordinance (Code of Ordinances, Section 54‐1),
and outlines the methodology used to establish the rates for each facility by land use. There are also
various definitions in Section 54‐3 of the code that define the types of improvements the impact fee
revenues may be spent on. For example Capital EMS facilities mean capital improvements, including
land improvements, building and equipment related to the provision of emergency medical services
(EMS) to new impact‐generating development and having a useful life of at least five years and a cost of
at least $5,000.00.

The County fails to see how additional research and benchmarking will aid in the process. The County
conducts periodic impact fee studies that document the methodology used to establish and calculate the
impact fees. The County Impact Fee Ordinance appropriately restricts the use of funds to capital facilities
that produce capacity. Impact Fees are not calculated for individual developments. These are not
exactions and the courts do not examine them as such. Impact Fees are uniform fees imposed by the
BOCC as legislative action. However, if a specific fee payer disputes the generally, adopted methodology

the state courts to determine the constitutionality of impact fees (1) the reasonable relationship test, (2) the dual
rational nexus test, and the (3) specifically and uniquely attributable test. These state tests stem from either state
enabling statutes or case law. (Source: National Association of Home Builders.)
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for calculating his or her impact fee, that person can always request an individual calculation per Section
54‐5 of the code.

The County’s legal counsel has advised that they are not aware of any National Association of
Homebuilders text that carries the weight of legal precedence in Florida. The current “test” established
by the Florida Courts is the Dual Rational Nexus test.

OBSERVATION I
Impact fee proceeds are only used on capacity‐adding capital projects, as indicated in the Ordinance.

Ordinance Section 54‐8 Item (d), Limitations on expenditure of fees in trust accounts, establishes that:


Impact fees must only be used on capacity‐adding capital facilities, and not on operations or
maintenance costs, or to correct existing deficiencies or needs not created by the new development.



Impact fees must be used to fund capital improvements for the same type of facility for which they
were paid, and within the same benefit district for which they were collected.



Any impact fees collected shall be returned to the fee payer or a successor in interest if the fees
have not been spent within seven years from the date the building permit for the development was
issued, along with interest of five percent a year.

Tests and results
Tests to verify the Ordinance’s use of funds requirements showed the following:


Use of impact fee funds
A test of 7 and 9 expenditure transactions totaling approximately 20 percent of the total impact fee
expenditures made in fiscal years 2012 and 2013, respectively, disclosed that all impact fee
expenditures tested were:
‐

Allowed by the Ordinance for being for capacity‐adding capital facilities, and not for operations
or maintenance costs, or to correct existing deficiencies or needs not created by a new
development.

‐

Charged to an approved (funded) impact fee capital improvement project account.
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‐

Destined to fund capital improvements for the same type of facility for which they were paid,
and within the same benefit district for which they were collected.
Note: Three of the selected impact fee expenditures were associated to road construction
(Project T2008‐09, CR 486 Phase IV Construction) but were paid with school impact fees, not
road impact fees. According to the County’s OMB Director, the reason for using impact fees
was that this particular road project would benefit a planned school within the area; and
therefore, the BOCC approved using school impact fees instead of road impact fees.



‐

Properly approved.

‐

Supported with adequate documentation.

Return of fees
The County’s OMB has procedures in place to track the seven‐year expenditure compliance.
Through these procedures, OMB tracks the annual impact fee expenditures against the annual
revenue collected for each of the 16 impact fee fund accounts. A review of the seven‐year
compliance for one of the funds showed that the tracking is accurate.

This space left blank intentionally.
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ATTACHMENT 1 – FLOWCHARTS
A.

Identification and assessment of impact fees

B.

Collection and recording of impact fees

C.

Use of impact fees and impact fee expenditure approval
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A. Identification and assessment of impact fees
Land Development Division
Residential and Non-Residential Permit Reviewers

Building Division Review Coordinator

Start

Receives the
application packet
including the
application form

Receives floor
plans

Checks
completeness by
comparing to online checklist

Verifies land use
by consulting
parcel information
and conducting
additional
research as
needed

3

Reviews any
requests for
exemptions or
letters of credit

Consults Building
Division Plan
Reviewer as
needed

1
Builds the building
permit in Hansen.
Permit number is
created in Hansen

Selects and
assigns the type of
application permit
in Hansen which
creates the
required reviews.
Application

Residential

Non-Residential

Ascertains
applicable
exemptions (lowincome) or
developer
agreements

2

Ascertains applicable
impact fee credits per
ordinance. Consults
demolition plans,
property appraiser
records, etc
Calculates impact
fee credits and
adjustments

Distributes the
packet to pertinent
teams for review,
including Impact
Fee review

Consults with
supervisor as
needed
1
Manually adjusts
impact fees in
Hansen as
needed

To
Collection
and
Recording

Key Controls

Suggestions for improvement

(1) Hansen automatically assigns an unduplicated consecutive permit
application number.
(2) The type of permit application drives the assessment of impact
fees.
(3) This steps serves to verify the selection made during the intake
process.

(1) An independent review to validate the calculations and adjustments
would reduce the risk of error.
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B. Collection and recording of impact fees
County’s Building Division
Review Coordinator

County’s OMB
Supervisor

County’s OMB Cashier

Clerk’s Accounting
Clerk

Start
Start

Verifies
completeness of
all assessed fees,
including impact
fees

Informs applicant
of permit being
ready

Upon payer
request, retrieves
application permit
dues in Hansen,
which includes
impact fees

Matches the bank
deposit slip, the
Build Department
Deposit Report
and Hansen’s
Receipts Account
Summary report

1
Receives payment
and processes
payment in
Hansen

3
Updates the
deposit in
Pentamation upon
receipt of the
bank’s deposit slip

2
Prints payment
receipt

Prints permit and
files until payment
takes place

Temp
filed

Scans and saves
the Deposit Report

At the end of the
day, collects all
monies collected
in a bank bag

End

Prepares Daily
Deposit
Transmittal report
and submits to
OMB Supervisor
along with Hansen
Receipts Account
Summary, and
Escrow Summary
Report

Compiles and
verifies the
deposits. Signs
Deposit
Transmittal report.
Places money in
single bag

Scans all
documentation,
including receipts,
and saves in eBridge

Prepares Excel
sheet
summarizing
deposit
breakdown by
type (cash, etc.)

Submits copy of
daily deposit
package to the
Clerk

Key Controls

Suggestions for improvement

(1) Nightly, there is an interface between Hansen and Pentamation to
transmit the day’s payment activity.
(2) Applicant can only obtain building permit or Certificate of
Occupancy upon presentation of the payment receipt.
(3) Through this step the deposit is posted to the general ledger
accounts.

None noted.
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C. Use of impact fees and impact fee expenditure approval
Office of Management
and Budget (OMB)

Development Services
Department

Board of County
Commissioners

Clerk’s Account Payable
Team

Start

Carries out capital
facilities planning
as part of the
annual budget
process, which
includes the
County plan as
well as the plans
of the School
Board and the
participating cities

1
Provides subject
matter expertise to
OMB on approval
of capital plans
and use of fees

Adopts impact fee
expenditure trough
approval of the
budget

Receives impactfee project invoice

Reviews and
submits to
Development
Svces. for expert
input and
verification

1
Reviews the
invoice detail and
recommends
payment approval

Releases funds
per adoptions
made by BOCC

2
Verifies all
approvals and
processes
payment

End

Key Controls

Suggestions for improvement

(1) Development Services has the necessary subject matter expertise
on capital improvement projects and use of impact fees.
(2) Payment is only processed when all approvals are verified.

None noted.
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EXHIBIT A (TO MANAGEMENT RESPONSE TO RECOMMENDATION 8)
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August 22, 2014
Jenette Collins, AICP
Director, Citrus County Planning and Development
3600 W. Sovereign Path, Suite 109
Lecanto, Florida 34461
RE: Impact Fee Audit – Expenditure Methodology
Ms. Collins:
The draft audit of the impact fee program prepared for the County Clerk’s office recommends that
the County should develop “standard methodologies” for identifying eligible projects on which
impact fees may be expended, based on state court tests such as the dual rational nexus test.
The principles laid down by the Florida courts that have come to be known as the dual rational
nexus test provide general guidance on how the fees are to be spent. In general, impact fees must be
spent only on projects that meet a need created by new development. For example, they cannot be
spent on replacement, repair or maintenance of existing capital facilities – these improvements
would be needed even in the absence of growth.
Individual capital improvements do not exist in isolation – they are part of a larger system. It is this
system of facilities that impact fees are intended to expand. The County’s impact fees are based on
the existing level of service – that is, the capacity that is currently provided by existing capital
facilities. As growth occurs, impact fees are used to fund capital improvements that add capacity to
the system to accommodate the growth.
The auditor may have misinterpreted County management’s statement that existing needs were
considered when deciding which capacity-expanding projects to fund with impact fees. Local
government are always playing “catch-up,” and rarely have the luxury of building improvements to
accommodate future development for which there is no immediate need. However, there is
generally a time lag, as impact fees are accumulated in sufficient amounts to fund improvements. By
the time the improvement is funded with impact fees, there may be considerable “existing” demand
for the improvement, but this demand was created by previous growth. Given the methodology on
which the County’s impact fees have been calculated (which might be referred to as “incremental
expansion,” as opposed to a methodology based on a specific list of planned projects), any capital
improvement that adds to the capacity of the same system of capital facilities for which the fee is
charged is an eligible improvement.
The County’s current standards embodied in the ordinance – that the improvement must expand
capacity, and not be for replacement, repair or maintenance of existing facilities – are generally
sufficient to ensure fee expenditure on eligible projects. However, there will be some projects that
are a mix of replacement and expansion, and perhaps it would be useful to provide some additional
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guidance for such cases, perhaps in the administrative regulation. For such cases, some reasonable
metric must be developed to quantify the portion of the planned improvement cost that is
attributable to capacity expansion.
It would be difficult to develop a standard methodology to be used, because every situation will have
unique characteristics. However, a discussion of some examples could be useful to illustrate the
general procedure. Examples of such cases might include (1) a replacement fire station that is in a
better location and is larger than the existing station, (2) the purchase of new fire or law
enforcement vehicles while other vehicles are being retired from service, (3) a new emergency
dispatch communication system that can accommodate a higher call volume, or (4) a new sewer
plant needed to replace an existing system that is inadequate to accommodate the planned expansion
of an existing school.
(1) In the case of a replacement fire station, it is difficult to quantify the additional capacity
resulting from a better location. A reasonable approach would be to quantify the capacity
expansion in terms of the greater size of the new station (both building square footage and site
area). Under this approach, only the cost of building design/construction for the square
footage expansion and the cost of land for the site expansion would be eligible to be funded
with fire impact fees.
(2) Using impact fees to purchase new fire and law enforcement vehicles should be
accompanied by analysis demonstrating that the purchased vehicles are not simply replacing
existing vehicles that are being retired, but are actually expanding the vehicle fleet. The clearest
case would be to purchase new fire vehicles for a new fire station. In other cases, the County’s
vehicle replacement plan might provide the necessary justification.
(3) A new emergency dispatch communication system may or may not have quantifiable
capacity enhancements in terms such call volume that can be handled, but may offer other
types of improved service that are more difficult to quantify. In such cases, the most
reasonable approach may be to compare the replacement cost of the existing system to the cost
of the new system, and use impact fees only to fund the differential.
(4) The school sewer plant example is based on an actual project that our firm analyzed. After
reviewing the proposed Interlocal Agreement Regarding Wastewater System Improvements at Floral City
Elementary School and Citrus Springs Elementary School, as well as the Feasibility Report: Relocate and
Expand Existing Wastewater Treatment and Disposal System, Floral City Elementary School prepared by
McDonald Group International in 2011, we concluded that the proposed funding of 60% of
the cost of the new treatment plant with school impact fees is a legitimate use of school impact
fees. The existing treatment plant serving the school has a capacity of 6,000 gallons per day
(gpd). The proposed replacement plant will have a capacity of 15,000 gpd. State Health
Department criteria require 14 gpd per student in schools with cafeterias. The existing Floral
City Elementary has a permanent Florida Inventory of School Houses (FISH) capacity of 418
students, which would require a treatment plant with a minimum capacity of 5,852 gpd. The
proposed expansion of the treatment plant is therefore not necessary to meet existing needs,
but will instead provide additional capacity to accommodate the future expansion of the school,
which is planned to accommodate 810 students. While the planned expansion of the school
could be accommodated with a somewhat smaller plant, treatment systems of this type are
manufactured and furnished in modules configured in 5,000 gpd increments, according to the
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feasibility study. Consequently, the expansion of the plant to a capacity of 15,000 gpd is
necessary to accommodate the planned school expansion. The use of school impact fees to
fund the remaining 60% of the cost attributable to capacity expansion is appropriate, since the
plant expansion is a necessary prerequisite for the future expansion of the school’s student
capacity.1
In sum, we do not believe that it is possible to develop a standard methodology to determine which
projects are eligible for impact fee expenditure. In most cases, the general requirements set forth in
the County’s ordinance are all that is required to ensure that the fees are spent on improvements that
expand the capacity of the system of facilities to accommodate the demands of new development.
In the case of proposed improvements that are only partially capacity-expanding, the general
procedure is to identify a reasonable metric that can be used to calculate the capacity-expanding
share of the total project cost. However, because each such situation will be unique, the best that
can be done is to provide examples that illustrate the general procedure.
I hope these comments are helpful. Let me know if I can be of further assistance on this matter.
Sincerely,
DUNCAN ASSOCIATES

Clancy Mullen
Vice-President

About the Author
Clancy Mullen is one of the nation’s most experienced impact fee specialists. Since joining Duncan
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growth,” and impact fee studies, including impact fee studies for 16 counties and 13 municipalities in
Florida. He is a contributing author to two American Planning Association publications, Impact Fees:
Principles and Practice of Proportionate-Share Development Fees, 2009 and Growth Management Principles and
Practices, 1995, as well as the Island Press book A Guide to Impact Fees and Housing Affordability, 2008.
Clancy is a frequent conference speaker on impact fees, and currently serves on the Board of
Directors of the Growth & Infrastructure Consortium (formerly National Impact Fee Roundtable).
He was a National Merit Scholar at Rice University and has a master’s degree in community and
regional planning from the University of Texas at Austin.

1

Memorandum from Clancy Mullen, Duncan Associates, to Chuck Dixon, Planning and Growth Management
Director, Citrus County Schools, May 23, 2013
360 Nueces St #2701

austin tx 78701

512 423 0480

fax 312 268 7418

clancy@duncanassociates.com

