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November 29, 2018 
 
Honorable Mayor, City Commissioners, and City Manager 
City of North Miami, Florida 
776 NE 125th Street 
North Miami, FL 33161 
 
Dear Honorable Mayor, City Commissioners, and City Manager: 
 
INTRODUCTION 

We have concluded our engagement to assist you with your investigation and analysis of the 
September 21, 2018 correspondence reference “Terry Henley vs. City of North Miami” (Henley’s letter). 
This report presents our comments and findings based on the results of our procedures. 
 
Nature of Information 

The information presented is based on discussions with and documents provided by senior 
management members of the City of North Miami, Florida (City). We have not independently verified 
the information gathered or contained in this report and, accordingly, our procedures do not 
constitute an audit, review, or compilation of the information provided. Thus, we do not express a 
conclusion or provide any other form of assurance on the completeness or accuracy of the information. 
 
Our assistance was directed to those comments and/or financial allegations in connection with the 
City’s fiscal year end budget for years 2017 and 2018 presented in Henley’s letter that you identified as 
being of concern to you. In performing our services, we performed inquiries and analysis based upon 
the information made available to us, and relied on the sufficiency, accuracy, and reliability of the 
information provided by the City. 
 
Procedures Performed 

As a follow-up to the procedures performed in our report dated October 8, 2018, additional 
documents and information was analyzed to respond to the comments and/or allegations presented in 
Henley’s letter. The procedures were limited to those which we believed were sufficient to meet your 
informational needs and cannot be relied upon to all matters of Henley’s letter or to disclose errors, 
fraud, or other illegal acts that may exist. Had we performed additional procedures, other matters 
might have come to our attention that would have been reported to you. 
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The comments and findings presented in Appendix A are presented to correlate, to the extent possible, 
to paragraphs encompassed in Henley’s letter and are limited to the financial aspects of that 
correspondence . The findings and comments presented do not intent to address non-financial issues 
or matters included  in Henley’s letter.  
 
Use of the Report 

Due to its special nature, our report may not be suitable for any purpose other than to assist you in 
your evaluation of Henley’s letter. Consequently, our report is for your information and use only and 
should not be used by anyone else. In addition, our report is based upon on current circumstances. We 
have no responsibility to update our report for events and circumstances that occur after November 29, 
2018. 
 
Sincerely, 
ANTHONY BRUNSON P.A. 
 
 
 
Miami, Florida  
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HENLEY LETTER ANALYSIS 
 
Par 1 - 2 Statements: $70 million budget conceals $7-$20 million deficits; and overstates income and 

underestimates both 2017 and 2018 expenses for a total of $20 million. 
 

Final General Fund Budgets for fiscal year2017 and 2018 totaled 69.1 million 
and $74 million respectively. Both budgets, like all prior years are developed 
using a deliberate and iterative process. Each year the City has received the 
“Distinguished Budget Presentation Award”, a best practice of the industry. Both 
budgets are  balanced and do not reflect deficits. The City’s audited financial 
statements for these periods do not reflect unexpected budget versus actual 
expenses variances. 
 

Par 3 Statement: $11 million in General Fund deficit partly filled in with $3 million taken from 
unallocated reserve , reducing reserves/”savings account” from $10 million to 
$7 million. 

 
Yes, we agree that a $3 million reduction in budgeted expense in Non-
Departmental provisions for miscellaneous expenses & reserves reduced the 
unallocated reserve from $10.35 million to $7.35 million. The action related to 
this transaction is  intended to provide funds for accrued sick leave and vacation 
upon retirement of City personnel, as well as contingency funds for emergency or 
unforeseen expenses.  
 

Par 4 Statement: $7 million in monies spent on Hurricane Irma repairs, not reimbursed but not 
deducted from the city’s reserves. 

 
Hurricane Irma (September 2017) disaster preparation and repair expenses 
incurred were recorded and captured in Non-Departmental Expense accounts 
(#001-13) for all departments (except for related payroll expense). Expense is 
captured there until submitted and approved by FEMA. Once approved, the 
related amounts are recorded in revenue and receivable accounts (until the 
reimbursement is received). . All subsequent expenditures for clean-up and repair 
after September 30, 2017 were recorded in the same accounts through 
September 30, 2018. 
 
For FY18, we were able to account for actual costs of $5.3 million instead of the  
$7 million noted above. These amounts include $1.7 million at September 30, 
2018 in the disaster expense account (#001-13) and $3.6 million in FEMA 
reimbursement revenue (#119-2)/receivable accounts. There was no 
documentation to support additional unreimbursed expenditures captured or 
accounted for inappropriately.  
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HENLEY LETTER ANALYSIS- Continued 
 
Par 5 Statement: $2 million received from COSTCO re: 99 year SoleMia lease was used to balance 

the FY17-18 budget, in direct contradiction to what Larry Spring (City Mgr.) 
communicated to the City Council. 

 
A review of Council minutes for September 17, 2018 could not identify or corroborate 
any statement made by the City Manager concerning COSTCO revenues.  
 
However, $1.9 million was received and recorded for SoleMia lease payments on 
April 10, 2018. Yes, we agree and believe this transaction was properly used to 
balance the budget.  

 
Par 6 Statement: Henley emailed Sorey that the FY17-18 Budget called for spending $3,729,328 that 

the City had no reasonable expectation of funding. He says he was instructed to 
add $5 million— $2 million from COSTCO “pay it forward” SoleMia payments and 
$3 million from other phantom SoleMia “buy-out” payments that never 
materialized. 

 
We cannot substantiate what may or may not have been discussed. We have 
however addressed the $2 million for SoleMia lease payments from COSTCO in 
Par 5 above. 
 
In addition, $2.2 million in annual payments from the sale of two parcels of the 
Biscayne Landing were recorded for the current portions of a purchase that 
occurred in 2012 and was adjusted in 2015 to reflect both current and deferred 
transactions. Parcels are still available for sale with negotiations ongoing and 
provide reasonable expectation that additional proceeds can or would 
materialize into additional revenue. 
 

Par 7 Statement: Memo only: “Summary to Balance” Henley memo reference as June 13, 2018 
General Fund Reconciliation Draft. Starting deficit of $25.6 million, reduced to 
$10.462 million deficit with items included in FY18-19 Budget and then 
suggested items to eliminate deficit entirely. 

 
A budget is a dynamic and iterative process. It takes many drafts and a series of 
progressive worksheets to get to an acceptable and/or balanced state. The 
documents Henley referenced demonstrate not only an early deficit, but also 
include tangible suggestions on how to close or eliminate the gap. As mentioned 
previously, the City presented balanced budgets each fiscal year.  
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HENLEY LETTER ANALYSIS- Continued 
 
Par 7 Statement: Memo only: “Summary to Balance” Henley memo reference as June 13, 2018 

General Fund Reconciliation Draft. Starting deficit of $25.6 million, reduced to 
$10.462 million deficit with items included in FY18-19 Budget and then 
suggested items to eliminate deficit entirely. (continued) 

 
We observed a series of email correspondence between Henley, the Finance 
Director, and the Assistant City Manager that describe the iterative process, 
including errors in accounting treatment and logic on Henley’s part in his schedule. 
Included in those errors was his attempt to treat GASB 63 deferred revenue and the 
use of a reserve amount as an addition to budgeted expense of almost $10 million. 
As mentioned previously, the City’s final budgets are balanced and reflect no deficits. 

 
Par 8 Statement: Claims of unbridled unbudgeted spending for Personnel Costs in FY16, FY17, and 

FY18 of $1.6 million, $1 million, and $1 million, respectively. (Repeated reference 
was also made to the SoleMia projected revenues, addressed in Par 5 and Par 6). 

 
An analysis of Final Budget amounts compared to actual expense amounts shows 
for the years noted in the Henley letter a favorable budget to actual amount of 
$78,723 in FY16, an unfavorable variance of $401,854 in FY17 and a favorable 
variance in FY18 of $1,556,873. (The unfavorable experience in FY17 was due to 
a $737,823 overage in the Police department for additional resources offset 
partly by favorable variances in other departments). The net variance in 
personnel costs for the three years combined is a favorable budget to actual 
variance of $1.2 million. Henley claims are unsubstantiated. 
 

Par 9 Statement: Messrs. Spring and Sorey use approximately $7-8 million from such enterprise 
funds as the water plant revenue and storm water funds to plug the gaps in the 
budget, similar to the use of restricted funds that occurred at the City of Miami 
during Springs tenure that resulted in a $1 million SEC fraud judgement. 

 
Yes, we agree with this comment that the City transfers funds from the enterprise 
fund; a common industry practice. The statutorily authorized and Council approved 
7.5% return on investment (ROI) allocation of enterprise assets as well as department 
cost reimbursements for use or share of services, facilities, or other direct costs was 
prepared as part of the annual budget review and approval process.  
 
The amounts presented and approved for FY18-19 for Interfund Transfers were $6.8 
million ($2.7 million ROI, $4.1 million cost reimbursement transfers) from Water & 
Sewer and $1.2 million (all cost reimbursement transfers) from Stormwater 
Enterprise funds to the general fund.  
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HENLEY LETTER ANALYSIS- Continued 
 
Paragraphs 10-11:  No financially based allegations to investigate. 
 
Par 12 Statement: Henley document showing $11,056,405 deficit that the city did not have or 

have reasonable expectation of getting through normal revenue streams. 
[August 8, 2018 General Fund Reconciliation Draft] Worksheet line item: 
“Reserve $10,000,000”: 
 
As noted previously, budget development is an iterative and dynamic process. 
Here, Henley states again that a deficit exists primarily as the result of his 
incorrectly treating reserves and deferred revenues in a budget reconciliation 
draft. We believe this comment to be unfounded. 
 

Par 13 Statement: The day after par 12 reference, Mr. Sorey ordered Henley to add $1.357 million 
from GASB Rule 63 (deferred revenue) from prior year (already accounted for) 
and for $1.682 million in “surplus” money. 
 
Again, we cannot substantiate what may or may not have been discussed.  
 
The $1.357 million appears to be an estimate based on the FY17 actual of $1.593 
million which he references specifically in an earlier email chain. At the time of 
the Henley writing, it would have been too early to have an actual number for 
FY18. This could, however, be an appropriate way to estimate the amount for 
FY19, which should be trued up in the amended budget submission. 
 
The $1.682 million is the purchase order ROLLOVER amount for FY17, done on Jan 
11, 2018. The amounts correlate to CP&D of $640,476 and of $1,042,241 for other 
accounts, done on November 29, 2017. Both analyses were put together by Henley. 
Again, this could, however, be an appropriate way to estimate the amount for 
FY19, which should then be trued up in the amended budget submission. 
 

Par 14 Statement: At August 25, budget still had $4.9 million deficit. Spring instructed Henley to 
free up $3 million in unallocated reserve to use for general fund purposes. 

 
As mentioned previously, $3 million in unallocated reserves were available and 
used as part of FY19 original budget. 
 

 
None of the remaining paragraphs contain discussions describing or impacting the production or 
correctness of the budget or financial practices. 
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