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THE AUDITOR GENERAL

Mission
The Auditor General provides independent, unbiased, timely, and relevant information to the Legislature, entity management, and the citizens of the
State of Florida which can be used to improve the operations and accountability of public entities.

Vision
The Auditor General and his staff will approach all work in an unbiased,
open-minded manner. Findings will be reported in the same manner.

The Auditor General will provide timely reporting to the Legislature, entity
management, and the citizens of the State.

Work will be planned so as to select the most appropriate topics to
maximize government accountability, provide the greatest opportunity to
improve government operations, cover areas of interest to the Legislature,
and to complete all statutory and other assignments within the time frames
established for those assignments.

Reporting will be in clear, concise language so that it can be understood by
all receiving the reporting,.

Reporting will include recommendations on how to improve the workings
of government.

The Auditor General and his staff will perform all work in a professional
manner.

Professional standards appropriate to the work performed will be followed.

Findings and recommendations will be supported so as to preclude any
doubt in the validity of the information provided.

The Legislature, the public entities and the citizens will recognize the
Auditor General as a valuable resource for providing information and
recommendations for improving government operations and accountability
in Flotrida.
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Core Values
The organizational core values with which all practices of the Auditor General
will be aligned are:

Honesty and Integrity
Commitment to ethical conduct and truthfulness in all relationships.

Responsibility and Accountability
Holding ourselves accountable and being responsible for our actions, taking
pride in our professionalism and efficiency in our performance, and
committing to the highest performance standards.

Trust and Objectivity
Being mindful of the reliance that is placed on our work and therefore,
taking a fact-based nonpartisan, nonideological, fair, and balanced approach
to all activities.

Provision of Optimal Work Environment and Professional Growth
Sharing of relevant information; giving positive, supportive reinforcement to
others; fostering trust, teamwork and partnership relationships; providing
good and safe physical work environments that protect and enhance
personal health and welfare; being dedicated to each other’s and the
organization’s success; and, encouraging and supporting employee education
and training.




THE AUDITOR GENERAL

The Auditor General is:

e A Constitutional Officer
o A Legislative Officer

e A Certified Public Accountant

The Auditor General:

¢ Conducts financial audits of the accounts and records of State agencies, State
universities, district school boards, community colleges, and, as directed by the
Legislative Auditing Committee, local governments.

¢ Conducts operational and performance audits of public records and information
technology systems and performs related duties as prescribed by law or concurrent
resolution of the Legislature.

e Participates in various State and National professional accounting and auditing
organizations in order to provide input and influence accounting and auditing
standards and procedures as they relate to and affect State and local government
entities.
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Types of Auditor General Audits

The Auditor General performs numerous audits each year. Typically these
audits address three general areas: financial presentations, internal or
management control concerns, and legal compliance issues. These audits
consist of:

e Annual audit of the financial statements of the State of Florida.

e Annual audit of the Federal moneys provided to the State of
Florida.

e Annual audits of the financial statements of the 28 community
colleges and 11 universities.

e Audits of district school boards.

e  Periodic operational and compliance audits of each of the State
agencies, State universities, and the community colleges.

e Audits of the 20 State Attorneys and 20 Public Defenders.

e  Periodic reviews of each State agency’s internal audit activity.

e  Periodic audits of the major information systems of the State,
such as FLLAIR and FLORIDA, and various data centers.

e Audits assigned by the Legislative Auditing Committee and
audits of municipalities required by citizen petition.

e Annual review of local government and other audit reports
required to be submitted pursuant to Section 218.39, Florida
Statutes.

Accomplishments of Auditor General Audits

As the constitutional audit arm of the Legislature, the Auditor General
provides independent, unbiased, objective information on the fiscal
integrity of State government and other governmental entities, the public
resources raised, and the purposes for which they were spent. Specifically,
the Auditor General:
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THE AUDITOR GENERAL

Identifies and audits those operating units, programs, activities,
functions, and transactions considered most vulnerable should
a significant breakdown in internal control occut.
Communicates, by an on-site presence and through various
audit procedures, the Legislature’s expectation that entity
management and employees are accountable for the proper
administration of public funds and the achievement of entity
objectives.

Reports on whether expenditures of State and Federal funds
serve a public purpose; are made in compliance with applicable
laws, rules, and regulations; and are administered in an
economiic, efficient, and effective manner. Reports on whether
governmental entities have established proper management
and accounting controls; financial reports and records are
reliable; assets are safeguarded; and fraud, omissions, and
illegal acts have a reasonable chance of being discovered.

Users of Auditor General Reports

Copies of audit reports are distributed to:

Legislative members and staff

Governing boards and management of State agencies,
educational entities, and local governments

Federal Government officials

Bond rating agencies

Media

Other interested parties (including the general public) upon
request



The Auditor General may be contacted at:

William O. Monroe, CPA Phone: (850) 488-5534

Auditor General FAX: (850) 488-6975

State of Florida E-mail: flaudgen@aud.state.fl.us
Web site: www.state.fl.us/audgen
Address: G74 Claude Pepper Building

111 West Madison Street
Tallahassee, Florida 32399-1450

Questions regarding a particular subject may be directed to the following:
Information Technology Audits and Professional Practice

Jana I. Walling, CPA
Deputy Auditor General
Audit Managers:
Jonathan E. Ingram, CPA — Information Technology Audits
Thomas L. Smith, CISA — Information Technology Audit Support
Edward J. Valenzuela, CPA — Quality Control and Professional Practice

Phone: (850) 488-4983

Educational Entities and Local Government Audits

Michael J. Gomez, CPA
Deputy Auditor General
Audit Managers:

James M. Dwyer, CPA — Local Government Reviews and Special Audits

David W. Martin, CPA — District School Boards

James E. Raulerson, CPA — Community Colleges and Universities

Joseph L. Williams — Department of Education and Other Educational Entities

Phone: (850) 487-4998
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State Government Audits

Cynthia A. Fernald, CPA
Deputy Auditor General
Audit Managers:

Dorothy R. Gilbert, CPA — Corrections and Employment Services

Donald R. Hancock, CPA — Financial and Industry Services

Marcia E. Maheu, CPA — Health and Human Services

Laurence W. Noda, CPA — Transportation and Environmental Services

Brenda K. Pelham, CPA — State Financial Statements and Federal Awards

L. R. Weathermon, CPA — Departments of Citrus, Military Affairs, and

Veterans’ Affairs

Phone: (850) 487-4999

Reports may be obtained by:

Writing the Auditor General
Calling (850) 487-9024
E-mailing flaudgen@aud.state.fl.us, or

Visiting the Web site at www.state.fl.us/audgen (Reports may be obtained
in downloadable PDF format)
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Section 11.45(7)(h), Florida Statutes, provides in part, “The Auditor General shall transmit to the President of the
Senate, the Speaker of the House of Representatives, and the Legislative Auditing Committee by December 1 of
each year a list of statutory and fiscal changes recommended by the Auditor General.”

The following recommended statutory and fiscal changes are provided to the President of the Senate, the Speaker of
the House of Representatives, and the Legislative Auditing Committee for consideration. These recommendations
were included in audit reports issued during the period November 1, 2002, through October 31, 2003. The
recommendations are presented by policy area to facilitate their use by the various committees of the Legislature.
Auditor General staff are available to brief substantive committees and appropriations subcommittees, as
appropriate, on these recommendations. The referenced reports may be viewed and downloaded from the Auditor

General Web site located at www.state.fl.us/audgen.

POLICY AREAS

COMMUNICATION AND PUBLIC UTILITIES GOVERNMENTAL OVERSIGHT AND PRODUCTIVITY

COMPREHENSIVE PLANNING JUDICIARY

EDUCATION TRANSPORTATION
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RECOMMENDED STATUTORY CHANGES

Policy Area: Communication and Public Utilities

Absent a Cost Reduction Solution, Revisions Needed
to  Increase Maximum  Electric Gas and
Water/Waste Water  Regulatory Assessment Fee

(RAF) Rate Caps

¢ Amendments to assessment fee rate caps in Chapters
350 and 366, Florida Statutes, will provide an
opportunity to generate sufficient revenue to cover
regulatory costs and eliminate existing deficit cash
balances for municipal and rural electric and investor-
owned gas sub-industries.

¢ While a cash balance currently exists for the

water/wastewater  industry, ongoing jurisdictional
changes indicate a need to increase the RAF rate cap
specified in Chapter 367, Florida Statutes. Such action
will ensure timely recovery of necessary and
appropriate future regulatory costs.

Revisions Needed to Eliminate Outdated
Inappropriate, and Inconsistent Statutory Language

Some sections of Chapter 350, Florida Statutes, relating to
the railroad industry, the chief auditor position, and

maximum RAF rates were no longer reflective of cutrent
Public Service Commission practices.

Agency: Public Service Commission
Report Number: 2004-031

Date: August 2003

Audit Manager: Larry Noda, CPA

Policy Area: Comprehensive Planning

Improve the Selection of Auditors and Audit
Management by Local Governments, and Address
Other Local Government Financial Reporting System
Issues

To promote quality independent audits of local
governments at reasonable costs, the ILegislature should
consider amending Section 218.391, Florida Statutes, to:

¢  Clarify the extent to which local governments should
consider audit fees during the auditor selection process.

¢ Require local governments to establish and use an audit
committee that is responsible for all aspects of audit
management; prohibit employees with financial
responsibilities from being members of the audit
committee; and, for charter counties, municipalities,
and special districts, require that the majority of audit
committee members not be officials or employees of
the local government.

¢  Require local governments to use requests for
proposals addressing specified key elements in
procuring auditing services.
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¢ Require written agreements between local governments
and auditors and specify key elements that the
agreements should contain.

Consideration should also be given to amending Section
218.321(2), Florida Statutes, to eliminate the requirement
for unaudited local governments to prepare financial
statements.

The Legislature should consider amending various sections
of the Florida Statutes, as previously recommended in
audit report No. 01-075, dated December 21, 2000, to
improve local government financial reporting. Those
recommendations  relate  specifically to the Local
Government Financial Emergencies Act (Chapter 218, Part
V, Florida Statutes); filing of complaints for bond
validation (Sections 75.05 and 218.371, Florida Statutes);
local government bond refunding issues (Chapters 130,
131, 132, and 166, and Section 218.385, Florida Statutes);
county officer fee teports (Section 218.36, Florida

Statutes); and classification of special districts (Section
189.403, Florida Statutes).

Agencies: Local Governments
Report Number: 2004-006

Issued: July 2003

Audit Manager: James M. Dwyer, CPA

Encourage Local Governments to Address Audit
Findings

The Legislature should consider amending Section 218.39,
Florida Statutes, to encourage local governments to address
audit findings, including a requirement to document in the
local governments’ public records corrective actions taken
or the reasons for failure to take corrective action.

Agencies: Local Governments
Report Number: 2003-202

Issued: June 2003

Audit Manager: James M. Dwyer, CPA



Improve Oversight Regarding the Operation of Local
Government Bond Pools

In view of the occurrence of several local government
bond pools in recent years, for which significant costs were
incurred, but the bond proceeds were generally not loaned
for the intended purposes, the Legislature should consider
the following statutory changes to improve oversight
regarding the operation of local government bond pools:

¢ Amend Section 159.416(1), Florida Statutes, and
other applicable provisions of law, including Sections
125.01(1), 154.219, 163.01, and 166.121(2), Florida
Statutes, to prescribe procedures that potential bond
pool issuers must use to demonstrate that due
diligence has been exercised in determining that there
is a demonstrated need for the bond pool financing.

¢ Amend Chapter 75, Florida Statutes, to require that
the public purposes and benefits to the citizens of the
State of Florida provided by bond issues, and the
specific time period in which the bonds are to be

RECOMMENDED STATUTORY CHANGES

issued, be included in bond validation complaints and
addressed in bond validation orders.

¢  Amend Section 218.385, Florida Statutes, to require
local governments to:

» DMaintain  documentation  evidencing  the
conditions favoring the selected method of bond
sale, including a financial or market analysis
prepared by a qualified financial advisor who is
independent from the underwriter with respect
to the bond issue.

» Select bond setvice providers using a
competitive selection process that includes a
detailed analysis supporting agreed-upon fees.

»  For negotiated bond issues, use a competitive
selection process to solicit qualified firms to
serve as the underwriter.

¢ Amend Section 163.01(5)(q), Florida Statutes, and
other appropriate Florida Statutes, to require that
records be maintained providing a full accounting of

all local government bond pool transactions and that
audits of all bond pool operations be made annually.

¢  Enact legislation assigning the Division of Bond
Finance, or some other appropriate existing or newly
created agency, responsibility for providing bond pool
financing or bond pool financing oversight.

¢  Expand the availability of bond pool financing within
the State by creating a State finance commission or
multiple finance commissions or by authorizing a
State agency to operate a bond pool consistent with
provisions of the State Constitution.

Agencies: Local Government Bond Pools
Report Number: 2003-187

Issued: May 2003

Audit Manager: James M. Dwyer, CPA

Policy Area: Education

Consider Changing Requirement for an Annual Audit
of the Florida Bright Futures Scholarship Program

Our audits of the Florida Bright Futures Scholarship
Programs since the inception of the Program in the 1997-98
fiscal year have disclosed that the institutions generally
administered the programs in compliance with controlling
laws and have made significant improvements in
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establishing controls over Program moneys. Although we
continue to find clerical and administrative errors, the
number of exceptions has decreased and the significance of
the audit findings is minor. Accordingly, the Legislature
may wish to consider a change in the requirement of an
annual audit of all institutions participating in the Program.
Alternative audit requirements could include biennial audits
or require audits only when an institution expends more

than an established dollar amount.

Agencies: Various Universities and
Community Colleges

Report Number: 2003-148

Issued: March 2003

Audit Manager James E. Raulerson, CPA



Fixed Capital Outlay Exclusions, Guidelines, and
Reporting Warrant Review by the Legislature

¢ The wundisbursed Fixed Capital Outlay (FCO)
appropriations balance at February 1, 2003, excluded
from reversion by law totaled approximately $7.5
billion. We recommend that the Legislature
periodically review exclusions from the statutory FCO
appropriation reversion process and consider whether
each of the exclusions remains necessary.

¢ The Executive Office of the Governor, Office of
Policy and Budget (EOG-OPB), and the Department
of Education have developed and disseminated
guidelines containing additional exclusions from the
FCO appropriation  certification and  reversion
processes that merit legislative review. As a result of
agency interpretation and application of the guidelines,
agencies are not fully reverting all applicable FCO
appropriations as intended by the Legislature.

Absent legislative review and approval of these
additional certification and reversion guidelines, there
is less assurance that the processes will be
accomplished in a manner consistent with legislative
policy and intent. Accordingly, we recommend that
Section 216.301, Florida Statutes, be amended to
require that these guidelines, and any subsequent
revisions, be submitted for legislative review and
approval.

¢ We also recommend that the Legislature require each
State agency and educational entity to report on an

Auditor General Annual Report
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Policy Area: Governmental Oversight and Productivity

annual basis for each open project:

»  'The undisbursed appropriation amount for each

project,
»  'The total expenditures to date for the project,

» 'The remaining balance that is subject to a
binding contract, and

»  The balance that remains after consideration of
actual expenditures and the amounts under
binding contracts.

Such a report is not currently required by law or the
EOG-OPB guidelines. However, such a report would
facilitate enhanced oversight over the budgetary process

relating to the State’s FCO appropriations and

expenditures.

Agencies: Various Agencies with Fixed
Capital Outlay Appropriations

Report Number: 2003-175

Dated: April 2003

Audit Manager: Dorothy R. Gilbert, CPA

Review and Clarification of Wireless Emergency
Telephone System Fund Laws Needed

¢ In our prior audit (report No. 02-114), we
recommended that Section 365.173, Florida Statutes,
be amended to require counties to establish separate
accountability for the receipt and expenditure of E911
fee revenues and to address the disposition of E911

fee revenues that are not used by the counties within
the carry-forward period.

We again recommend that the Legislature consider
amending Section 365.173, Florida Statutes, to require
all counties receiving E911 fee revenues to establish
separate accountability, whether through a separate
fund or unique account codes, for the receipt and
expenditure of these revenues. We also again
recommend that the Legislature review Section
365.173, Florida Statutes, and clarify its intention
regarding the disposition of E911 revenues when
counties fail to utilize the funds within the carry-
forward period.

¢ Trust funds of State agencies, such as the Wireless
Emetgency Telephone System Fund, are routinely
considered for inclusion in audits performed by the
Auditor General pursuant to Section 11.45(2)(f),
Florida Statutes. Accordingly, the Legislature should
consider deleting Sections 11.45(2)(e) and 365.173(3),
Florida Statutes, that requite the Auditor General to
conduct a separate annual audit of the Wireless
Emergency Telephone System Fund.

Agency: State Technology Office
Report Number: 2003-085

Dated: December 2002

Audit Manager: Dorothy R. Gilbert, CPA



Establish a Single Reporting Mechanism for Court-
Related Revenues and Expenses and an Audit or
Attestation Requirement for the Reports

The Legislature should consider establishing either the
currently existing Annual Financial Report, or a modified
report of expenditures pursuant to Section 27.3455, Florida
Statutes, as the mechanism for reporting all court-related
revenues and expenditures and eliminating the reporting
requirement that is not selected for that purpose. The
Legislature should require that verification of the reported

Federal and State Laws Do Not Allow Price
Competition Between Professional Services Firms

Changes in Federal and State procurement laws allowing
flexibility in professional services acquisitions would appear
to be in the best interest of the taxpayers. Section
287.055(5), Florida Statutes, allows the State to negotiate
with only one firm at a time, and once negotiations have
been formally terminated, the State cannot re-enter
negotiations with that firm.

Agency: Department of Transportation
Report Number: 2003-102

Date: January 2003

Audit Manager: Larry Noda, CPA
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Policy Area: Judiciary

amounts be accomplished through an audit or attestation by
an independent certified public accountant.

Agencies: Clerks of the Circuit Courts
Report Number: 2004-006

Issued: July 2003

Audit Manager: James M. Dwyer, CPA

Policy Area: Transportation

Federal and State Legislative Approval Needed for
Contracting Process Revision

The low-bid process for individual transportation project
awards needs Federal and State Legislative approval to
designate contractor past performance as a decision factor.
For example, Section 337.11(4), Florida Statutes, requires
that Department of Transportation award proposed
construction and maintenance work to the lowest
responsible bidder, with some exceptions.

Agency: Department of Transportation
Report Number: 2003-083

Date: December 2002

Audit Manager: Larry Noda, CPA

Provide Penalties for Failure of Clerks of Circuit
Courts to Submit Caseload Reports

The Office of State Courts Administrator should consider
seeking statutory changes to Section 25.075, Florida
Statutes, that would provide a monetary penalty for willful
failure to report caseload information and to address the
issue of untimely filing of reports.

Agency: Supreme Court
Report Number: 2003-114

Issued: February 2003

Audit Manager: James M. Dwyer, CPA
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SIGNIFICANT AUDIT FINDINGS

Our audit reports discuss various issues pertinent to the agency under audit. During the period November 1, 2002,
to October 31, 2003, in excess of 190 reports were released by the Auditor General. The audit reports include
findings as well as recommendations related to these findings. The following summarizes significant findings
included in these audit reports. These findings are presented by policy area to facilitate their use by the various
committees of the Legislature. Auditor General staff are available to brief substantive committees and appropriation
subcommittees, as appropriate, on these significant findings. The referenced reports may be viewed and
downloaded from the Auditor General Web site located at www.state.fl.us/audgen.

POLICY AREAS

AGRICULTURE 12 GOVERNMENTAL OVERSIGHT AND PRODUCTIVITY
COMMERCE, ECONOMIC OPPORTUNITIES, AND CONSUMER SERVICES 13 HEALTH, AGING, AND LONG-TERM CARE

COMMUNICATION AND PUBLIC UTILITIES 13 JuDICIARY

SPACEPORTS

CRIMINAL JUSTICE 17 NATURAL RESOURCES

EDUCATION 19 REGUILATED INDUSTRIES

FINANCE AND TAXATION 28  TRANSPORTATION
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SIGNIFICANT AUDIT FINDINGS

Policy Area: Agriculture

Within the Department of Citrus, Improvements Are
Needed in Compliance and Controls for Contract

Management and Several Other Financial Management
Areas

¢

The Department of Citrus (Department) contract
management processes, as implemented, did not
provide the necessary assurance that contract payments
were only for authorized goods or services that had
been actually provided and met performance standards.
Absent such assurance, it is not clear that the
contracted work assisted in achieving the advertising
and promotional goals of the Citrus Commission.
Deficiencies noted related to cost estimates,
competitive procurement of third party services,
monitoring  of services provided by affiliated
companies of its contract agencies, and reviews of
contract disbursements.

The Department could have avoided legal challenges to
a recent single source procurement decision relating to
its Citrus Peeling Machine and potentially increased its
receipt of associated royalty fees had it followed
established guidelines for competitive procurement.

Significant  deficiencies in  the  Department’s
procurement and  oversight processes limited
assurances that the $1.8 million paid for the Mobile
Marketing Exhibit and Tour provided reasonable value
in support of the advertising and promotional goals of
the Citrus Commission.

The Department could enhance procedures associated
with documentation of its employee selection
processes to provide assurance that new hires have met
the required educational background and employment
experience requirements of the position.
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¢ The Department paid $25,000 to settle a claim of a
former employee without obtaining proper approvals
from the Citrus Commission and the State
Comptroller.

¢ The Department can improve accountability over its
tangible personal property by properly documenting
transfers of accountability between custodians and by
amending its accountability threshold to reflect
cutrent law.

¢ The Department could lower annual travel costs by
improving approval, documentation, and review
processes to ensure compliance with the expense
limitations included in applicable travel laws and
Department Fiscal Policies.

¢ The Department could reduce expenditures
associated with cellular telephone usage by improving
its monitoring for cellular telephone invoices,
establishing  procedures to provide for the
reimbursement for all personal charges, and by
periodically reviewing billing options to determine
that the most economical option is being utilized.

Agency: Department of Citrus
Report Number: 2004-029

Issued: August 2003

Audit Manager: L. R. Weathermon, CPA

Deficiencies Noted in Management Controls
Related to the Pest Incident Control System

The Department of Agriculture and Consumer Services
(Department), in cooperation with the United States
Department of Agriculture, implemented the Pest Incident
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Control System (PICS) to schedule, track, and report on
Citrus Canker Eradication Program functions.

¢ The Department had inadequate written change
control procedures, detective controls, and acceptance
testing controls for PICS software changes moved into
the production environment.

¢ The Department did not have adequate security
administration procedures for PICS.

¢  There were instances of missing data items in PICS
and inconsistencies between data stored in PICS and
the respective source documentation.

¢ Controls over physical access to the Department’s data
center needed strengthening,.

¢ There were instances where the Department had not
established sufficient application access control
features to protect PICS information resources.

Agency: Department of Agriculture and

Consumer Services

Report Number: 2003-130

Issued: February 2003

Audit Manager: Jonathan E. Ingram, CPA




SIGNIFICANT AUDIT FINDINGS

Policy Area: Commerce, Economic Opportunities, and Consumer Services

Deficiencies Continued to Exist in Certain
Unemployment Compensation System Controls

The Unemployment Compensation (UC) System is the
system used by the Agency for Workforce Innovation
(Agency) to determine eligibility and calculate benefit
amounts for individuals seeking coverage under the
Unemployment Insurance (UI) Program.  The State
Technology Office (STO) is responsible for the data center
operations relating to the UC System. The Agency
contracted with the Department of Revenue (Department)
for collection of unemployment taxes. The audit of the
Agency, Department, and STO focused on determining the

status of prior audit deficiencies and evaluating selected
management controls relating to the UC System.

¢ The Agency and the Department could not
demonstrate that the employers’ experience-based UL
tax rates were propetly calculated for the 2002
calendar year in accordance with Florida Statutes.

¢  The Agency had not established adequate controls to
prevent or timely detect the issuance of UC benefit
payments to deceased or incarcerated persons.

¢ The Agency and the STO did not have a signed
agreement for the use of the Technology Resoutce
Center.

¢ Improvements were needed in certain security controls
protecting the UC System.

Agencies: Agency for Workforce Innovation,
Department of Revenue, and
State Technology Office

Report Number: 2003-151

Issued: March 2003

Audit Manager: Jonathan E. Ingram, CPA

Policy Area: Communication and Public Utilities

The Public Service Commission’s Administration of
Several Regulatory Assessment Fee (RAF) Processes
Needs Improvement.

¢  DPublic Service Commission (PSC) management
decisions over time have resulted in the accumulation
of significant trust fund cash balances and the use of
excess cash to subsidize those industries whose annual
RAF have not covered regulatory costs or that
continued to experience annual deficit cash balances.

¢ Improvements in accounting for employee work time
would promote a more equitable distribution of
regulatory costs to the industries or sub-industries.

¢ The Bureau of Auditing did not always employ a
methodology for selecting companies for RAF audits
that maximized the effective use of audit resources.

¢ The PSC has not developed a customer satisfaction
measure as part of its performance measurement
system and, consequently, has not provided statistical
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data to external users of annual reports or other
petformance publications.

Agency: Public Service Commission
Report Number: 2004-031

Issued: August 2003

Audit Manager: Larry Noda, CPA

Deficiencies Noted in General Controls Surrounding
the Case Management System

Matters brought before the Public Service Commission
(Commission) for regulatory or oversight decisions were
organized and tracked by docket (case). Once a docket was
established, the activities relating to the docket were tracked
in the Case Management System (CMS).

¢ There were instances where the Commission had not
established an appropriate segregation of duties among
IT functions, increasing the risk of erroneous or
unauthorized modification or destruction of data.
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¢ Deficiencies existed in the Commission’s IT security
administration, increasing the risk that access to IT
resources were not appropriately controlled.

¢ The Commission had not established an adequate
information  system  development methodology,
increasing the risk of changes to programs and data
outside of management’s authorization.

¢ There were instances where the Commission had not
adequately utilized sufficient security control features
to protect CMS information resources and aspects of
the Commission’s  business  continuity/disaster
recovery plan needed improvement.

Agency: Public Service Commission
Report Number: 2003-176

Issued: April 2003

Audit Manager: Jonathan E. Ingram, CPA



Audit Follow-up on the Town of Welaka Shows that
Most Audit Findings Have Not Been Fully Addressed

Our follow-up procedures to determine the Town of
Welaka’s progress in addressing the findings and
recommendations contained in audit report No. 02-027
disclosed that the Town had adequately addressed only 6 of
the 21 findings included in that report. The Town had
partially addressed 11 findings, and had taken no action
regarding 4 findings. In responding to 13 of the 15 findings
that had not been fully addressed, the Mayor stated that the
finding has been adequately addressed, but did not state
what corrective action had been taken or did not provide
additional information or documentation evidencing that the
finding had been resolved.

Agency: Town of Welaka
Report Number: 2004-047

Issued: October 2003

Audit Manager: James M. Dwyer, CPA

SIGNIFICANT AUDIT FINDINGS

Policy Area: Comprehensive Planning

issued by the Florida State Board of Accountancy.

¢ The majority of exceptions disclosed by our
completeness  reviews related primarily to the
presentation of auditot’s reports and preparation of
financial statement note disclosures.  Our mote
comprehensive reviews disclosed instances of apparent
noncompliance with requirements for financial
statements, note disclosures for pension plans, and
presentation of the schedules of expenditures, and
schedules of findings and questioned costs, for Federal
awards and State financial assistance, respectively.

Agencies: Local Governments
Report Number: 2004-015

Issued: July 2003

Audit Manager: James M. Dwyer, CPA

noncompliant special districts, and filing and review of
actuarial reports and impact statements.

Agencies: Local Governments
Report Number: 2004-006

Issued: July 2003

Audit Manager: James M. Dwyer, CPA

Local Government Audit Reports Generally Prepared in
Accordance With Applicable Standards and Rules

¢  For the 2000-01 fiscal year, local government audit
reports prepared by independent certified public
accountants were generally presented in accordance
with government auditing standards, generally accepted
accounting principles, and Chapter 10.550, Rules of the
Auditor General for Local Governmental Entity
Audits.

¢  For the 2000-01 fiscal year, 11 local governments did
not provide for a required audit; 18 additional local
governments may not have provided for a required
audit; and 167 local governments did not submit their
audit reports timely.

¢ Audits of three local governments were performed by
auditors who did not hold active licenses or permits
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Improvements Are Needed in Various Aspects of the

Local Government Financial Reporting System,
Including Auditor Selection by Local Governments

¢ Improvements could be made to the process for
selection of independent auditors by local governments
to provide the requited annual audits.  Specific
recommendations for legislative action are discussed in
the Recommended Statutory Changes section of this Annnal
Report. In addition, local governments are encouraged
to require periodic application of competitive auditor
selection procedures by establishing a maximum time
period for contracting with an auditor without applying
such procedures.

¢ Several recommendations included in audit report No.
01-075, dated December 21, 2000, were considered to
be still applicable for the purposes of this audit. They
include findings related to local government annual
financial ~ reports, long-term  debt information,

Certain Financial Trends and Common Types of

Findings Are Reported in JI.ocal Government
Independent Audit Reports

Financial Trends

¢ Independent audits of local governments conducted by
public accounting firms for the 2000-01 fiscal year
reported 18 municipalities and 21 special districts as
being in a state of financial emergency as defined by
Section  218.503(1), Florida Statutes, with 9
municipalities and 4 special districts experiencing true
financial crises. While the number of local
governments expetiencing financial crises has remained
relatively stable for the past five years, a significant
increase in local government entities reported as
experiencing  financial ~condition problems has
occurred, with 47 such entities being reported for the
2000-01 fiscal yeat, as compared to 21 the previous
year. This increase is likely the result, at least in part, of
new financial condition assessment and reporting
requirements imposed by Chapter 10.550, Rules of the
Auditor General.

¢ Average millage rates have decreased slightly for
counties over the past five years and increased slightly
for municipalities. Seventeen small counties and three
municipalities established millages at or near the
statutory maximum of 10 mills.



Nineteen municipalities and 67 special districts
reported zero or deficit unteserved fund equity at
September 30, 2001.

Numerous municipalities (172) and special districts
(242) experienced net losses during the 2000-01 fiscal
year, including 14 municipalities and 30 special districts
with net deficit unreserved fund equity at September
30, 2001.

Average county expenditures per capita increased from
$643 for the 1999-2000 fiscal year to $764 for the
2000-01 fiscal year. Of 58 counties reporting increases,
49 did not report per capita increases in revenues
sufficient to offset the per capita increases in
expenditures.

A total of 36 special districts reported current liabilities
in excess of available cash and investments, with 16 of
those special districts also experiencing declining levels
of cash and investments as compared to current
liabilities.

Significant Findings

¢ Approximately 52 percent of all findings in audits of
local governments did not include sufficient
information to determine the significance of the
findings.

¢ The predominant and most significant findings
included in local government audit reports for the
2000-01 fiscal year were in the areas of: separation of
duties, policies and procedures, budget administration,
general accounting records, financial reporting, cash-in-
bank, fixed assets, trevenues/collections, payroll and
personnel administration, purchasing/contract
management, and expenditures/expenses.

Agencies: Local Governments

Report Number: 2003-202

Issued: June 2003

Audit Manager: James M. Dwyer, CPA
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Nonprofit and For-Profit Florida Single Audit Act
Reports Generally Prepared in Accordance With

Applicable Standards and Rules

*

Agencies:

Report Number:
Issued:
Audit Manager:

Of 215 nonprofit and for-profit organizations that
submitted Florida Single Audit Act (FSAA) reports
during the 2001-02 State fiscal year, 51 (23.7 percent)
did not meet the threshold established by law and were
not required by law to provide for such audits.

Required audit reports received during the 2001-02
State fiscal year, prepared by independent certified
public accountants, were generally presented in
accordance with government auditing standards,
generally accepted accounting principles, and Chapter
10.650, Rules of the Auditor General for Local
Governmental Entity Audits.

Audits of three entities were performed by two
different auditors who did not hold active licenses or
permits issued by the Florida State Board of
Accountancy.

The majority of exceptions disclosed by our
completeness reviews related primarily to submission
and presentation of certain auditors’
reports/management letters and schedules.

Nonprofit and For-Profit
Organizations

2003-192

June 2003

James M. Dwyer, CPA

Proceeds of Local Government Bond Pool Issues Were

Not Substantially ILoaned Out to Accomplish the
Purposes for Which They Were Issued, Suggesting a

Need for Greater Oversight

*

For seven of eight local government bond pool issues
reviewed, only $150 million of $1.60 billion of bond
proceeds (nine percent of the total bonds issued) had
been loaned out for intended purposes, while $42.3
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million of issuance and administrative costs had been
incurred. As a result, significant fees were earned by
bond professionals, with minimal demonstrated benefit
to the local governments and citizenry, which appears
to be inconsistent with Article VII, Section 10, of the
State Constitution.

$72.3 million of bond pool proceeds had been loaned
to out-of-state local governments and nonprofit
organizations, with no apparent benefit to citizens of
the State of Florida.

Bond validations were sometimes made on a blanket
basis and had no term limits and did not address
specific projects to be financed.

A possible conflict of interest occurred with respect to
one bond pool issue as organizations used by the issuer
to administer its local government loan program paid
$39,445 to an employee of the issuer for administrative
services.

There was no documentation as how the issuers
determined that negotiated sales of the bonds were in
the best interests of the issuers, borrowers, and
citizens.  Additionally, issuers generally incurred
significant bond service provider costs without benefit
of a competitive selection process.

A lack of accountability and reporting existed with the
respect to the bond pool issues. Specific concerns
included a lack of accounting records maintained by
the issuers; lack of verification of interest earnings;
inability to prepatre or verify schedules of sources and
applications of funds; a lack of audits of bond pool
operations; and inadequate documentation of payments
for professional services. For three bond issues,
calculated balances based on available documentation
exceeded actual balances on hand by a total of
$2,101,936.

There are needs for additional oversight over bond
pools and for making additional bond pool financing
available to local governments. These needs could be



met by existing State agencies or finance commissions
established by the State.

Agencies: Local Government Bond Pools
Report Number: 2003-187

Issued: May 2003

Audit Manager: James M. Dwyer, CPA

Town of Callahan’s Management Controls and
Financial Records Need Improvement

*

The Town of Callahan (Town) had not established
written policies and procedures necessary to assure the
efficient and effective conduct of accounting and other
business-related functions and the safeguarding of
assets, and had not provided for adequate separation of
duties, or established compensating controls, in certain
areas of its business operations.

The Town’s overall financial condition is showing
signs of deterioration which, if not corrected, could
result in a future financial emergency. A factor
contributing to this condition was a lack of periodic
cash analyses and forecasts, financial plans, and interim
financial statements.

The Town’s budget was not adopted in accordance
with certain legal requirements and was overspent in
some categories.

The Town’s cash management practices did not
provide for adequate documentation of public purpose
for petty cash disbursements, maximization of interest
earnings, and accountability for prenumbered receipt
forms and collections received through the mail and
transferred among employees.

The Town’s accounting systems did not provide
adequate accountability for fixed assets and a physical
property inventory was not performed.
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The Town collected water and sewer connection and
building permit fees in excess of amounts authorized
and did not collect the connection fees from several
citizens. Controls over the collection of unpaid water
and sewer, occupational license, and fire inspections
fees were not adequate.

The Planning and Zoning/Grant Administrator was
compensated at $§190,590 for the 2000-01 fiscal year,
including an overpayment of $80,168. The
reasonableness of the compensation in terms of
assigned responsibilities was not documented.

Other  deficiencies in  personnel and payroll
administration included a lack of timely and equitable
implementation of an employee pay raise and a lack of
controls to assure the accuracy of employee leave and
attendance records.

The Town had not documented that Community
Development Block Grant (CDBG) Housing Program
services were provided to applicants having the greatest
need for assistance, resulting in questionable
entitlement to $457,000 of funding from the Florida
Department of Community Affairs. Additionally, the
Town overpaid a contractor $18,040 for the
construction of two homes funded from the CDBG
Housing Program.

Practices for the procurement of goods and services
were deficient in the areas of documentation and
approval of payments; competitive selection of
vendors; documentation of public purpose for
expenditures, including communications charges and
contributions  to  other  organizations;  written
agreements for services; credit card usage; travel
reimbursement documentation; withholding of Class C
meal allowances; processing of disbursements; and
telecommunication taxes.

Payments to the contracted building inspector for
inspections were not adequately documented and the
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contractor appeared to have been overpaid $3,617 to
$7,987. Documentation was not provided as to the
necessity for, or performance of, several building
inspections.  Contrary to a Town ordinance, the
Planning and Zoning/Grant Administrator, rather than
the building inspector, approved numerous building
permits.

Other deficiencies disclosed by the audit related to
documentation of vehicle usage and maintenance by
employees, administration of risk management
programs, procedures for adopting Town ordinances,
and purchase of bakery items from the Town Council
President’s wife, an apparent conflict of interest
violation of Section 112.313(3), Florida Statutes.

Agency: Town of Callahan
Report Number: 2003-098

Issued: December 2002

Audit Manager: James M. Dwyer, CPA




Audit Discloses Vulnerabilities Indicative of a

Heightened Risk of Fraud at Parole Commission —

Matters Referred to the Department of Law
Enforcement

Our audit disclosed numerous instances in which the
Commission had not established the controls necessaty to
ensure the safeguarding of State resources or compliance
with applicable legal requirements and had not established
adequate records systems to demonstrate compliance with
such requirements. In addition, our audit disclosed
citcumvention of established controls by the former
Commission Chair and some Commission employees.

¢ We discovered the following significant deficiencies
regarding expenditures and actions related to the
former Commission Chair that resulted in questionable
and improper expenditures in excess of $24,000:

» Use of the Purchasing Card by the former
Commission Chair that was for personal charges
at various stores and for private attorney, cellular
telephone, and cable television services, etc.

» 'Travel reimbursement vouchers for the former
Commission Chair that were inconsistent (points
and times of departure and return) with cellular
telephone records.

»  Attendance records for the former Commission
Chair that contained discrepancies in work hours
reported when compared with travel itineraries
(points and times of departure and return) and
cellular telephone records.

»  Personal use by the former Commission Chair of
his State-assigned cellular telephone that was not
reimbursed.

The improper expenditures noted above relating to travel
and salary expenditures only address expenditures incurred
between April 2002 and July 2003 because certain records
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Policy Area: Criminal Justice

were not available for the entire audit period. Therefore,
because of the lack of records, it was not practicable for us
to perform those analytical procedures necessary to
reasonably identify any additional improper expenditures.
Because of the nature of those transactions, we referred
these significant deficiencies to the Department of Law
Enforcement.

Other findings are identified below:

¢  Adequate pre-audit procedures had not been
implemented to ensure that expenditures serve an
authorized public purpose and are in compliance with
applicable legal requirements.

¢ Some employees petforming administrative and
accounting functions for the former Commission Chair
did not properly conduct Commission business to
effectively safeguard State resources and did not
provide reliable information necessary for oversight.
This greatly increased the possibility that illegal acts,
fraud, abuse, and other noncompliance could occur
and not be timely detected.

¢ Adequate management controls had not been
established relating to the employment of relatives and
to ensure that background investigations are petformed
and documented as a condition for employment.

¢ The Commission reimbursed the Finance and
Accounting Administrator for tuition totaling $1,967.28
and it is not apparent how these payments constituted
a proper expenditure of public funds because the
classes taken primarily benefited the employee rather
than the Commission.

¢ The Finance and Accounting Administrator performed
duties for a secondary employer during Commission
work hours and used State resources to perform non-
Commission activities.

Commission procedures were not followed for an
alleged sexual harassment complaint filed by a former
employee with the Commission on Human Relations.
The complaint resulted in a settlement payment
totaling $50,000 and attorney fees totaling $3,964 for
representation of the State.

The propriety of pay increases awarded to some
Commission employees by the former Commission
Chair were questionable.

Controls over the Purchasing Card Program were not
adequate to ensure Purchasing Card transactions were
propetly authorized and recorded, resulting in the
purchase of many goods and services that served no
authotized public putpose.

Mileage claimed on travel reimbursement vouchers was
not always adequately documented or claimed in the
appropriate amounts and paid in accordance with
Florida Statutes.

The Commission did not timely cancel the Avis credit
card assigned to the former Commission Chair.

Established procedures were not followed to ensure
that cellular telephone invoices were propetly reviewed
and reimbursements for personal use were properly
and promptly remitted.

Deficiencies in the administration of tangible personal
property included a lack of updated procedures,
adequately — maintained  property  records, and
appropriate property disposal controls.

Computer equipment and back-up copies of
Commission electronic records and data were
maintained at personal residences and information
technology-related purchases totaling approximately
$17,000 did not appear to be reasonable and necessary.



¢ The Commission did not fully transfer administrative
functions to the Department of Corrections, contrary

to law.
Agency: Parole Commission
Report Number:  2004-035
Issued: August 2003

Audit Manager:  Dorothy R. Gilbert, CPA

Deficiencies Noted in the Department of Legal Affairs’
Allocation of Administrative Costs

¢ Administrative costs were not properly allocated,
thereby  precluding  accurate and  complete
determination of the total costs of various
organizational units and program activities within the
Department of Legal Affairs (Department).

¢ The Department transferred $2.9 million between
funds and budget entities without appropriate
authotization from the Executive Office of the

Governor.
Agency: Department of Legal Affairs
Report Number: 2004-016
Issued: July 2003
Audit Manager: Marcia Maheu, CPA

Deficiencies Disclosed in Department of Corrections’
Tangible Personal Property and Fixed Assets Processes

According to Department of Corrections (Department)
records, as of January 31, 2002, tangible personal property
was valued at $176 million and fixed assets were valued at
$1.1 billion.

¢  The Department did not timely reconcile the 2001-02
fiscal year physical inventory results with the Florida
Accounting Information Resource Subsystem (FLAIR)
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property records or investigate property items not
located during the conduct of the inventory. As of
May 10, 2002, the Department had been unable to
locate 2,300 property items with a combined value of
$9.14 million. In addition, the Department did not
conduct a complete physical inventory for the 2000-01
fiscal year or timely research the differences noted
during property record reconciliations.

Contrary to governing laws and rules, the Department
did not obtain Department of Banking and Finance
(currently, Department of Financial Services) approval
prior to removing the records for 437 missing property
items totaling $2.2 million from Department FLAIR
property records.

Complete and accurate property records were not
maintained and Department property items were not
always appropriately marked.

Newly acquired tangible personal property items in
FLAIR property records were not always propetly and
timely recorded.

Adequate records for the certification and disposal of
surplus property were not always prepared and
maintained.

Department records, as of January 31, 2002, indicate
that the Department had 3,467 buildings. Although we
noted improvements in the recording of completed
construction  projects since prior audits, the
Department should continue to take appropriate
actions to ensure that fixed assets are timely recorded
in Department property records.

The Department could not always provide
documentation that adequately supported the recorded
acquisition costs of fixed assets or construction project
completion dates.
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¢  Documentation supporting the amount of insurance
coverage maintained for buildings and building
contents was not provided by the Department.

Agency: Department of Corrections
Report Number:  2003-054
Dated: November 2002

Audit Manager:  Dorothy R. Gilbert, CPA




SIGNIFICANT AUDIT FINDINGS

Policy Area: Education

General Education

Deficiencies Were Noted in Network and Management
Controls of the Florida Information Resource Network

(FIRN)

FIRN is a Statewide educational telecommunications
network. During our audit period, FIRN was controlled by
the Department of Education (Department) and provided
varying levels of intranet network and telecommunications
support to Florida’s public educational entities. In January
2003, the Department, in conjunction with the State
Technology Office, entered into a contract to outsource the
network operations section of FIRN.

¢ Although the majority of survey results were positive,
certain  FIRN wusers indicated dissatisfaction with
FIRN’s ability to meet their requirements in the areas
of bandwidth resources, network availability, network
performance, and Internet service provision.

¢ Restrictions placed on trust fund moneys appropriated
for FIRN for the 2002-03 fiscal year may conflict with
certain Federal E-rate eligibility requirements. The
Department had not expended any of the trust fund
moneys for FIRN, because it had not identified a
method of using the funds without jeopardizing E-rate
funding in future years.

¢  The Department had not performed a formal risk
analysis  regarding FIRN’s IT resources nor
documented the results of an informal risk analysis in
the form of written policies and procedures.

¢ A steering committee was not maintained to oversee
technology functions and organizational activities.

Agency: Department of Education
Report Number: 2003-186

Issued: May 2003

Audit Manager: Jonathan E. Ingram, CPA
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Administration of Florida Bright Futures Program
Generally Complied With L.aws and Rules

Universities and colleges generally administered the Program
in accordance with laws, rules and guidelines; propetly
accounted for moneys teceived and disbursed; and adopted
management controls. However, we did note the following
deficiencies:

¢ Several universities and colleges did not timely return
undisbursed scholarship moneys. Amounts ranged up
to $1,113,625, and were up to 211 days late.

¢  We noted eight over and under awards totaling $696 at
four institutions.

¢  Eight institutions submitted ten disbursement eligibility
reports or grade and hour reports from 5 to 64 days

late.
Agencies: Various Universities and
Community Colleges
Report Number: 2003-148
Issued: March 2003
Audit Manager: James E. Raulerson, CPA

Department of Education’s (DOE) Administration of
Various Programs and Projects Needed Improvement

¢ DOE did not timely compute the financial impact of
audit adjustments related to the Florida Education
Finance Program and notify the affected school
districts accordingly.

¢ Audit requirements in Florida Statutes and a State
Board of Education rule were inconsistent regarding
State student financial assistance programs in general
and the Bright Futures Scholarship Program in
particular.

¢ Eighteen of the 60 John M. McKay Scholatship

warrants examined were not endorsed in accordance
with the governing requirements.

DOE’s Long-Range Program Plans (Plans) did not
include two multi-million dollar information
technology projects. Consequently, the Plans were
incomplete and did not adequately support the agency’s
Legislative Budget Requests.

DOE did not adequately monitor the development and
implementation of the $5.5 million State Student
Financial Aid Database project by a contracted
consultant and did not receive all of the setrvices for
which it had contracted.

DOE installed and operated the State Student
Financial Aid Database on the computer equipment of
the Technology Resource Center pursuant to a written
agreement with the State Technology Office.
However, this agreement was not signed and did not
include provisions for measuring the level and cost of
the services provided or the review and monitoring of
those services.

DOEFE’s planning and evaluation procedures regarding
the replacement of the Federal Family Education Loan
Program system were inadequate.

DOE did not follow appropriate procurement and
grant award procedures regarding the approximately
$8.2 million Florida Comprehensive Assessment Test
(FCAT) Web Site Project and did not adequately
monitor the design, development, and implementation
of the Project.



¢ DOE did not conduct a complete physical inventory
count of its tangible personal property for two fiscal

years.
Agency: Department of Education
Report Number: 2003-113

Issued: February 2003

Audit Manager: Joseph L. Williams

Improvements Needed in Operation of the Florida
School for the Deaf and the Blind

¢ The internal audit function was underutilized and
reported to School management rather than to the
Board of Trustees or an Internal Audit Committee.

¢  Contrary to State law, the School deposited moneys in
accounts outside the State Treasury.

¢ Incompatible duties were assigned to two Student
Bank employees.

¢ Emergency and single source procurements were
inadequately documented, or inappropriately applied,
to eight contracts totaling approximately $1.2 million.

¢ Contrary to State law, the School hired a lobbyist to
represent the School in legislative  matters.
Additionally, the annual payments made to the lobbyist
were not reported on the School’s semiannual lobbyist
expenditure repotts.

¢ Payments totaling approximately  $34,000  for
consultants’ travel were not properly documented and
paid in accordance with State law.

¢ Acquisitions of real estate totaling approximately $2.2
million (including those cutrently under contract) were
not made in accordance with applicable laws and rules,
and good business practice.

¢ The School’s campus planning documents were not
comprehensive and up-to-date, and did not agree with
one another in certain details.
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¢ The School did not adequately monitor and review the
petformance of its construction manager, or the
payment requests submitted by that manager, for
approximately $239,000 of work related to the
construction of an $8 million vocational-technical high
school on the School’s campus.

¢  Controls and documentation related to the disposal of
surplus tangible personal property were inadequate to
support the disposal of approximately $448,000 of such

property.

¢ Contrary to State law, the School contracted for
services with the privately held corporation of an
Other Personal Services employee.  The related
payments were used by the corporation to compensate
another employee who had been placed on leave-
without-pay status.

¢ The $579,000 medical services program with the
University of Florida was not efficiently administered
and the related reporting to the Legislature was not

complete.
Agency: Florida School for the Deaf and
the Blind
Report Number: 2003-095
Issued: December 2002
Audit Manager: Joseph L. Williams

Community Colleges

Internal Control Deficiencies Over Information
Technology Resources Were Disclosed at Some

Colleges

¢ One college did not have certain access control
features in place and did not have a security awareness
program to apprise users of the importance of
preserving the integrity, availability, and confidentiality
of the data entrusted to them. Also, procedures
manuals did not reflect the current opetations.

¢ One college had weaknesses in computer access
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controls to the student subsystem in that unauthorized
employees could make changes to information that are
under the custodianship of other personnel or
departments, increasing the risk that unauthorized
changes could be made to such information.

¢ Three colleges should improve their disaster recovery
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plans to ensure the plans’ adequacy in the event of an
emergency.

Florida Community College at Jacksonville (2004-
010A), South Florida Community College (2003-191),
Edison Community College (2004-003), Florida Keys
Community College (2004-042)

Audit Manager: James E. Raulerson, CPA

Background Checks and Fingerprinting of Certain
Employees Should be Required

College procedures did not require that fingerprinting or
background checks be petformed for certain college
employees in positions of special trust.

Broward Community College (2004-043), Edison
Community College (2004-003), Lake City Community
College (2003-196), Pensacola Junior College (2004-
001), South Florida Community College (2003-191), St.
Petersburg College (2004-017)

Audit Manager: James E. Raulerson, CPA

Classification of Staff Other than Instructional and
Educational Support Employees for Terminal Sick

Leave Purposes Appeared Inconsistent with the Law

Florida Statutes provide the extent to which employees
other than instructional staff and educational support
employees may be paid for terminal pay for accumulated
unused sick leave. The law generally restricts terminal pay
to 60 days. For the purposes of calculating terminal pay for
accumulated sick leave, ten colleges have identified the
positions of the President, Vice Presidents, Deans, and
some Directors as the only staff other than instructional or



educational support employees. Because the restrictive
definition used by the colleges does not appear to be
consistent with the broader definition contemplated in law
for staff other than instructional or educational support
staff, the amounts to be paid upon termination for
accumulated sick leave may not be in accordance with law.

Additionally, for the classification of staff identified that this
terminal sick leave pay out applied, four colleges overpaid
staff by $8,144 for terminal sick leave pay out.

Broward Community College (2004-043), Chipola
Junior College (2004-012), Daytona Beach Community
College (2003-190), Florida Keys Community College
(2004-042), Lake City Community College (2003-196),
Pasco-Hernando Community College (2004-004),
Pensacola Junior College (2004-001), South Florida
Community College (2003-191), St. Petersburg College
(2004-017), Tallahassee Community College (2004-008)
Audit Manager: James E. Raulerson, CPA

The Legal Authority and Public Benefit of Certain

Termination Payments to a Former President Were
Not Readily Apparent

The college paid the former president approximately
$58,500, which represented the projected remaining amount
that would have been paid by the Florida Division of
Retirement into his Deferred Retirement Option Program
(DROP) account had he not terminated prior to the end of
his DROP period. The former president also received
payment of $29,000 for annual leave upon his termination,
despite the fact that he had already received the maximum
annual leave pay out upon entering the DROP three years
carlier. It is not apparent upon what authority the College
relied to make these payments.

Agency: Chipola Junior College
Report Number: 2004-012

Issued: July 2003

Audit Manager: James E. Raulerson, CPA
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Deficiencies Existed in Controls Over College
Tangible Personal Property

¢ One college purchased approximately $135,000 of
tangible personal property in April, May, and June,
2002, but the purchases were not recorded in the
college’s property control records for several months
after the date of purchase.

¢ Two colleges approved the disposal of tangible
personal property without specific information relating
to the date, authority, or manner of disposition for the
property items.

¢ Two colleges did not timely complete the required
annual physical inventory of tangible personal property
or reconcile the discrepancies noted.

¢ Property items for one college were not always in the
locations shown on the college’s property records, and
property transfer forms were not on file for these
items. Also, the college failed to obtain board approval
ptior to the disposal of property items.

Broward Community College (2004-043), Daytona Beach
Community College (2003-190), Pensacola Junior
College (2004-001), Seminole Community College (2004-
027), Tallahassee Community College (2004-008)

Audit Manager: James E. Raulerson, CPA

The Use and Acquisition of Cellular Telephones
Needed Improvement

Two colleges paid cellular telephone bills that contained
numerous calls for which the college business purpose was
not readily apparent. In many instances, employees used the
cellular telephone for personal reasons, without reimbursing
the colleges. Also, procedures were not adequate to ensure
that the most economical cellular telephone rate plans were
selected.

Florida Community College at Jacksonville (2004-
010A), Seminole Community College (2004-027)
Audit Manager: James E. Raulerson, CPA
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Deficiencies Existed Over the Use of Construction
Managers and Administration of Construction

Manager Contracts

¢ One college’s related compliance with State laws and
the State Requirements for Edncational Facilities and
administration of three construction projects disclosed
that the college did not develop polices and procedures
for using the design-build construction process; did not
competitively select the design professional for one
project; did not establish policies for prequalifying its
construction contractors; and did not document its
verification that subcontractors were appropriately
licensed.

¢ Three colleges did not always document their
monitoring of construction manager  practices
regarding the selection of subcontractors.

Florida Community College at Jacksonville (2004-
010A), Seminole Community College (2004-027),
Broward Community College (2004-043), Chipola
Junior College (2004-012)

Audit Manager: James E. Raulerson, CPA

Improvements Needed in Controls Over Auxiliary
Operations

¢ One college did not periodically review private
contractor records ot request certified gross sales
statements to verify auxiliary commissions received
from the contractors.

¢  One college did not have procedures to effectively
monitor contracts for bookstore and food service
operations for compliance with contract terms.

¢ One college entered into a food service agreement that
did not appear to be in the best interest of the College
and commission statements received were not reviewed
for mathematical accuracy.

¢ One college did not have written policies and



procedures that specifically addressed renewal
provisions under multi-year contracts for bookstore,
food service, etc.

Tallahassee Community College (2004-008), St.
Petersburg College (2004-017), Broward Community
College (2004-043), Edison Community College (2004-
003)

Audit Manager: James E. Raulerson, CPA

Acquisition and Construction of Facilities by College
Foundation Needed to Comply with Laws and Rules

The College Foundation purchased and renovated an
automotive facility without complying with various laws and
rules relating to the acquisition and construction of facilities
to be used by a college or its students. Deficiencies were
also noted in the appraisal process; competitive selection
procedures; and documentation of compliance with building
and life safety codes.

Agency: Broward Community College
Report Number: 2004-043

Issued: October 2003

Audit Manager: James E. Raulerson, CPA

Financial Audits of Community Colleges

The following provides a summary of the findings of our
audits of the financial statements of 22 Community Colleges
(Colleges) for the fiscal year ended June 30, 2002. Reports
for the remaining 6 Community Colleges were issued prior
to November 1, 2002.

¢ We found that the Colleges’ financial statements
presented fairly, in all material respects, the financial
position of the Colleges and their discretely presented
component units as of June 30, 2002; the revenues,
expenses, and changes in net assets; and the cash flows
for the fiscal year then ended.

¢ The results of our tests disclosed no instances of
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noncompliance that were required to be reported
under Government Auditing Standards.

¢ We noted no matters involving Colleges’ internal
control over financial reporting and their operations
that we considered to be material weaknesses.

Brevard Community College (2003-079), Broward
Community College (2003-071), Central Florida
Community College (2003-078), Daytona Beach
Community College (2003-087) Edison Community
College (2003-088), Florida Community College at
Jacksonville (2003-081), Florida Keys Community
College (2003-060), Gulf Coast Community College
(2003-068), Hillsborough Community College (2003-
073), Lake City Community College (2003-061), Lake-
Sumter Community College (2003-066), Manatee
Community College (2003-052), Miami-Dade
Community College (2003-080), North Florida
Community College (2003-056), Okaloosa-Walton
Community College (2003-077), Pasco-Hernando
Community College (2003-065), Polk Community
College (2003-089), Seminole Community College
(2003-064), South Florida Community College (2003-
063), St. Johns River Community College (2003-082), St.
Petersburg College (2003-086), Tallahassee Community
College (2003-084)

Audit Manager: James E. Raulerson, CPA

Twenty-seven Community Colleges (Colleges) are currently
under audit for the fiscal year ended June 30, 2003, and
reports will be issued by February 28, 2004. The following
provides a summary of the findings of our audit of the
financial statements of one Community College for the
fiscal year ended June 30, 2003:

¢ We found that the College’s financial statements
presented fairly, in all material respects, the financial
position of the College and its discretely presented
component units as of June 30, 2003; the revenues,
expenses, and changes in net assets; and the cash flows
for the fiscal year then ended.

¢ The results of our tests disclosed no instances of
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noncompliance that were required to be reported
under Government Auditing Standards.

¢ We noted no matters involving College’s internal
control over financial reporting and their operations
that we considered to be material weaknesses.

Agency: Indian River Community College
Report Number: 2004-044

Issued: October 2003

Audit Manager: James E. Raulerson, CPA

School Districts

Financial Condition of School Districts Needed
Monitoring

Our audits of school districts include an analysis of the
financial condition. Our 2001-02 fiscal year audits for ten
school districts included recommendations to enhance
budgetary monitoring to ensure that an adequate fund
balance is maintained in the general operating funds. These
ten school districts were experiencing a declining or weak
financial condition. In these citrcumstances, these school
districts have minimal resources available for emergencies
and unforeseen situations.

District School Board, County of Clay (2003-126),
Columbia (2003-119), Flagler (2003-155), Gulf (2003-
092), Hendry (2003-105), Hernando (2003-118),
Hillsborough (2003-156), Holmes (2003-127), St. Johns
(2003-164), Sumter (2003-144)

Audit Manager: David W. Martin, CPA

Enhancements Needed in School Districts’ Strategic
Planning

Our audits disclosed that additional improvements were
needed in strategic planning. Generally, school districts do
not have sufficient resources to fund everything that school
boards and administrators desire to accomplish. It was
recommended that the planning and budgeting procedures
of 16 school districts be enhanced through the development



of a comprehensive strategic plan that establishes long-term
and short-term (annual) goals and priorities, including the
financial impact of such goals and priorities.  The
development of a strategic plan that incorporates long-term
and short-term goals and priorities provides a framework
within which long-term and short-term needs are addressed
in an organized and logical manner.

District School Board, County of Bradford (2003-136),
Charlotte (2003-154), Citrus (2003-146), Escambia
(2003-184), Flagler (2003-155), Gadsden (2003-152),
Glades (2003-149), Hendry (2003-105), Hernando (2003-
118), Jefferson (2003-161), Lee (2004-002), Nassau (2003-
120), Okeechobee (2003-072), Taylor (2003-159),
Wakulla (2003-166), Walton (2003-145)

Audit Manager: David W. Martin, CPA

SIGNIFICANT AUDIT FINDINGS

Improvements Needed in School Districts’ Controls
Over Budgetary Allocations

For eight school districts, we noted improvements were
needed in budgetary controls to ensure that expenditures do
not exceed available resources and that resources atre
allocated to programs in accordance with law and Board
directives.

District School Board, County of Clay (2003-126),
Flagler (2003-155), Gilchrist (2003-142), Glades (2003-
149), Jefferson (2003-161), Okeechobee (2003-072), St.
Johns (2003-164), Taylor (2003-159)

Audit Manager: David W. Martin, CPA

controls over electronic funds transfers, and lack of
safeguarding of collections prior to deposit.

District School Board, County of Bay (2003-189),
Bradford (2003-136), Dixie (2003-075), Escambia (2003-
184), Hillsborough (2004-018), Holmes (2003-127),
Jefferson (2003-161), Lake (2003-185), Lee (2004-002),
Leon (2003-197), Marion (2003-091), Monroe (2003-162),
Pinellas (2003-194), St. Johns (2003-164), Santa Rosa
(2003-138), Seminole (2003-195), Walton (2003-145)
Audit Manager: David W. Martin, CPA

Internal Control Deficiencies Noted for School
Districts’ Information Technology Operations

Our audits disclosed deficiencies in information system
controls at 17 school districts. These control deficiencies
included weaknesses in system access controls, including
controls over Internet access and program change controls,
and disaster preparedness procedures. For one school
district, numerous deficiencies were noted in the acquisition
and implementation of a new software system. For one
school district, technical and staffing problems surrounding
a new information technology software system delayed the
District’s implementation and go-live timeframes.

District School Board, County of Clay (2003-126),
Escambia (2003-184), Flagler (2003-155), Gadsden
(2003-152), Glades (2003-149), Hardee (2003-153),
Hillsborough (2004-018), Indian River (2003-150), Lake
(2003-185), Lee (2004-002), Leon (2003-197), Marion
(2003-091), Pinellas (2003-194), Putnam (2003-147), St.
Johns (2003-164), Santa Rosa (2003-138), Union (2003-
076)

Audit Manager: David W. Martin, CPA
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Improvements Needed in School Districts’ Controls
Over Cash

We noted that improvements were needed in controls over
cash for 17 school districts.  For example, for 11 school
districts, improvements were needed in controls over cash
collections for expended day care programs. For two school
districts, we noted that improvements were needed in the
timely preparation or approval of bank reconciliations. For
two school districts, we noted that Federal funds wetre not
drawn on a timely basis, necessitating the use of other
district funds to temporarily pay Federal costs and, thereby,
resulting in lost investment opportunities. For one school
district, it was noted that the superintendent had established
a depository account at a credit union which was not
included in the district’s official budget and accounting
records; checks were signed by a district employee rather
than the board chairman and the superintendent; deposits to
and disbursements from the account were not subject to the
district’s budgetary and purchasing procedutes; and it was
not apparent that the deposits were used for their intended
purposes or that the disbursements served an authorized
district purpose.  We also noted control deficiencies
including inadequate sepatation of duties, inadequate
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Development of Comprehensive Procedures Manuals
Would Improve School District Finance-Related

Activities

For 20 school districts, we noted that internal control could
be improved with the development and maintenance of
comprehensive  task-oriented procedures manuals for
finance-related activities. ~ Such procedures manuals, if
maintained, would serve to document the duties of key
business services and finance-related personnel and may also
serve to communicate management’s commitment to, and
supportt of, a strong system of internal control.

District School Board, County of Bradford (2003-136),
Charlotte (2003-154), Escambia (2003-184), Franklin
(2003-135), Gadsden (2003-152), Gilchrist (2003-142),
Hamilton (2003-123), Hendry (2003-105), Jefferson
(2003-161), Lake (2003-101), Liberty (2003-140),
Madison (2003-132), Marion (2003-091), Nassau (2003-
120), Putnam (2003-147), St. Johns (2003-164), Santa
Rosa (2003-138), Sumter (2003-144), Suwannee (2003-
137), Taylor (2003-159)

Audit Manager: David W. Martin, CPA

Improvements Needed in School Districts’ Controls
Over Capital Assets and Tangible Personal Property
Control deficiencies were noted at 15 school districts

involving accountability for capital assets and tangible
personal property. For example, for seven school districts,




it was noted that the detailed supporting records for tangible
personal property were not in agreement with amounts
reported for these assets, or no reconciliations of capital
asset additions were made to corresponding capital outlay
expenditure accounts. In addition, for seven school
districts, we noted that detailed supporting records were not
adequately maintained for accounts such as land,
improvements other than buildings, buildings and fixed
equipment, audio visual materials, computer software, and
construction in progress. For four school districts, it was
noted that property items were not tagged or marked as
property of the district in a timely manner. Also, for eight
school districts, we noted that improvements were needed in
physical inventory procedures over tangible personal
property and at five school districts, improvements were
needed in controls over disposals of tangible personal
property.

District School Board, County of Baker (2003-141),
Bradford (2003-136), Escambia (2003-184), Gadsden
(2003-152), Jefferson (2003-161), Lake (2003-185), Leon
(2003-197), Levy (2003-111), Nassau (2003-120), St.
Johns (2003-164), Seminole (2003-195), Sumter (2003-
144), Suwannee (2003-137), Taylor (2003-159), Walton
(2003-145)

Audit Manager: David W. Martin, CPA

SIGNIFICANT AUDIT FINDINGS

administrators. For one school district, it was noted that the
District had a high amount of property at risk of loss in that
commercial property insurance was carried for wind damage
(hurricane or tornado) up to $11 million per occurrence and
for flood or earthquake damage up to $11 million per year,
while capital assets net of accumulated depreciation totaled
approximately $214.2 million at June 30, 2002, and the
replacement value of those assets was $576.6 million.

District School Board, County of Bay (2003-189),
Escambia (2003-184), Hillsborough (2004-018), Monroe
(2003-162), Putnam (2003-147), Seminole (2003-195),
Sumter (2003-144), Taylor (2003-159)

Audit Manager: David W. Martin, CPA

Improvements Needed in the Administration of School

District Self-Insurance Operations

We noted that improvements were needed in the
administration of self-insurance plans at eight school
districts. For two school districts, it was noted that the
actuarial report filed with the Department of Financial
Services disclosed that the school district’s employee group
health program was not actuarially sound. For three school
districts, findings addressed the need to monitor the
self-insurance plans that experienced fund deficits at fiscal
year-end, or that historically operated at a net loss requiring
the transfer of general operating moneys. For two school
districts, it was recommended that the districts periodically
review documentation of the claims paid by third-party
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Procedures Needed Improvement in School District
Purchasing Practices

Improvements could be made in controls over purchasing at
13 school districts. For example, at seven school districts,
we noted that either purchases were made without
competitive bids or quotes, or bid documentation was not
available to support the prices paid. For two school
districts, it was noted that purchases were charged against
blanket purchase orders that were in excess of the purchase
order limits. For two school districts, controls over the use
of purchasing cards needed improvement. Other control
deficiencies noted included inadequate separation of duties
and inadequate preaudit processes for purchases of goods
and services and for the payment of travel, telephone, and
contractual services expenditures.

District School Board, County of Bay (2003-189), Dixie
(2003-075), Hillsborough (2004-018), Leon (2003-197),
Nassau (2003-120), Pinellas (2003-194), Putnam (2003-
147), St. Johns (2003-164), Santa Rosa (2003-138),
Seminole (2003-195), Suwannee (2003-137), Taylor
(2003-159), Wakulla (2003-166)

Audit Manager: David W. Martin, CPA
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Improvements Needed in Controls Over Capital
Construction and Related Expenditures

Improvements were needed over capital outlay expenditures
in 21 school districts. These improvements included the
need for obtaining appropriate appraisals when acquiring
land and for providing those appraisals to the school boards;
determining that land to be acquired is free of
contamination prior to purchase; the proper prequalification
of construction contract bidders; following and
documenting the appropriate selection and negotiation
process for professional services; and monitoring the
activities of construction management firms in the selection
of subcontractors. For six school districts, restricted capital
outlay resources were expended for unauthorized purposes
such as band uniforms, maintenance vehicles, landscaping,
and athletic facilities.

District School Board, County of Baker (2003-141), Bay
(2003-189), Bradford (2003-136), Columbia (2003-119),
Escambia (2003-184), Gadsden (2003-152), Hamilton
(2003-123), Hillsborough (2004-018), Jefferson (2003-
161), Lake (2003-185), Lee (2004-002), Leon (2003-197),
Marion (2003-091), Martin (2003-143), Monroe (2003-
162), Okeechobee (2003-072), Pinellas (2003-194),
Putnam (2003-147), St. Johns (2003-164), Taylor (2003-
159), Walton (2003-145)

Audit Manager: David W. Martin, CPA

Improvements Needed in School Districts’ Facility

Inspection Procedures

For five school districts, we noted that the school district
could enhance its school safety procedures by providing
floor plans of its educational facilities, as required, to area
law enforcement agencies and fire departments. For six
school districts, the school district did not provide for the
required annual inspections of relocatable buildings used for
classroom purposes. Twelve school districts either did not
perform the required annual safety inspections for some of
its facilities or did not timely correct safety and maintenance



deficiencies disclosed by the facility safety inspections.

District School Board, County of Bay (2003-189),
Bradford (2003-136), Calhoun (2003-090), Escambia
(2003-184), Gadsden (2003-152), Hardee (2003-153),
Hillsborough (2004-018), Holmes (2003-127), Indian
River (2003-150), Jackson (2003-128), Lafayette (2003-
139), Lake (2003-185), Lee (2004-002), Leon (2003-197),
Liberty (2003-140), Marion (2003-091), Okeechobee
(2003-072), Santa Rosa (2003-138), Seminole (2003-195),
Sumter (2003-144), Washington (2003-134)

Audit Manager: David W. Martin, CPA

Improvements Needed in Controls Over Payroll and
Personnel

Our audits disclosed deficiencies in payroll and personnel
controls at 16 school districts. These control deficiencies
included weaknesses in payroll processing procedures and in
payments for salary supplements and unused leave balances
upon termination. For one school district, we noted that
procedures for obtaining fingerprints and petforming
criminal background checks for potential employees should
be improved. For three school districts, improvements were
needed in monitoring overtime payments to employees.
One school district allowed certain employees to earn leave
contrary to provisions of Florida Statutes. At three school
districts, improvements were needed in controls over
attendance records. An internal investigation conducted by
another school district disclosed that attendance records for
maintenance department employees were not recorded
accurately, resulting in the loss of 560 hours of employee
time.

District School Board, County of Bay (2003-189),
Escambia (2003-184), Flagler (2003-155), Franklin
(2003-135), Hardee (2003-153), Hillsborough (2004-018),
Lake (2003-185), Leon (2003-197), Martin (2003-143),
Monroe (2003-162), Nassau (2003-120), Pinellas (2003-
194), St. Johns (2003-164), Seminole (2003-195), Taylor
(2003-159), Union (2003-076)

Audit Manager: David W. Martin, CPA
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Improvements Needed in Controls Over Procurement
Activities at Miami-Dade County District School Board

¢ Only 8 of the 35 employees who were directly involved
in purchasing activities held professional procurement
certifications.

¢ We noted instances in which employees working in the
purchasing division did not rotate into other buying
areas. The rotation of staff responsibilities has been
negatively impacted by high staff turnover.

¢ Improvements were needed in the administration of
catalog discount bids.

¢ Improvements were needed in procedures for relying
on the competitive selection processes used by other
agencies.

¢ Internal audit management personnel were members of
several committees that review, evaluate, and select
vendors for the procurement of goods and services.
To avoid placing internal audit personnel in a position
where their independence and objectivity may be
compromised, in appearance or in fact, internal audit
personnel should not be assigned voting membership
in these types of committees.

Agency: Miami-Dade County District
School Board

Report Number: 2003-093

Issued: December 2002

Audit Manager: David W. Martin CPA

Improvements Could be Made in Controls Over

Transportation Activities at Miami-Dade County
District School Board

¢ One instance was noted in which an employee did not
meet the minimum qualification requirements for the
position held, and seven instances in which the District
could not document its verification of required work
experience at the time of the employees’ appointments.
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¢ Improvements were needed in the preparation of
reports for management’s efficient monitoring of
transportation inventory.

¢  Improvements were needed in management’s review of
fuel consumption reports and resolution of exceptions.

¢  Efficiencies may be gained in the purchasing process
by assigning procurement cards to employees at each
work location. Also, we noted instances in which
purchase  authorization forms were approved
subsequent to the date of the invoice or the receipt of
goods and instances in which documentation was not
sufficient to determine who had received the purchased
items.

¢ Improvements were needed in the District’s
monitoring of procurement card purchases of parts
and supplies for vehicle maintenance.

¢  Our review of driving records for selected District
employees authorized to drive District vehicles
disclosed instances of employees driving with
suspended or expired drivers’ licenses. Also, the
procedures for monitoring employee driving records
were not consistently applied among the District

departments.
Agency: Miami-Dade County District
School Board
Report Number: 2004-009
Issued: July 2003
Audit Manager: David W. Martin, CPA



Improvements Needed in the Administration of the

Department of Food and Nutrition at the Miami-Dade
County District School Board

¢ Procedures over the monitoring of purchased food
cost per meal could be enhanced. We noted significant
variances in the purchased food cost per meal at
schools using similar menu items.

¢ Improvements were needed in  procedures
documenting the wusage of purchased food.
Procedures did not provide for the reconciliation of
food purchases to food usage and the number of
servings used to the number of meals served.

¢ Instances were noted in which leftover servings
appeared to be offered on more than two consecutive
days, contrary to the established procedures.

¢ Improvements were needed in monitoring purchased
food inventory turnover rates. Additionally, monthly
physical inventory counts were not reconciled to an
ending inventory balance calculated based on prior
month’s ending inventory adjusted for food purchases
and issues during the month.

¢ Our observations at several school cafeterias disclosed
that some cafeteria employees were not wearing gloves
or hairnets, or both, contrary to established
procedures, and to the Florida Department of Health

requirements.
Agency: Miami-Dade County District
School Board
Report Number: 2004-036
Issued: September 2003
Audit Manager: David W. Martin, CPA
Florida Education Finance Program (FEFDP)
Attestation  Examinations  Disclosed Areas  of

Noncompliance

The FEFP appropriation represents a substantial allocation
of State resources, with approximately $6.7 billion
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appropriated by the State in the 2002-03 fiscal year. FEFP
attestation examinations are made on a three-year cycle, with
cach school district being examined every three years. The
purpose of these examinations is to determine if the school
districts have complied with the full-time equivalent (FTE)
membership requirements upon which their FEFP funding
is based. The Department of Education (DOE) uses the
findings presented in the Auditor General’s FEFP reports to
adjust an individual school district’s subsequent FEFP
allocations for errors or lack of documentation in the FTE
student membership reported.

During the period November 1, 2002, through October 31,
2003, we issued 24 FEFP examination reports. To date,
DOE has not initiated follow-up actions with the school
districts for these examinations. Districts are permitted to
appeal the results of these examinations to DOE through a
hearing process.

The two most common areas of noncompliance resulting in
FEFP adjustments involved teacher qualifications and the
preparation and maintenance of records to support the
funding classification of students.

County School District: Baker (2003-178), Calhoun
(2003-107), Clay (2004-011), Collier (2003-177), DeSoto
(2003-129), Dixie (2003-169), Duval (2004-005), Franklin
(2003-188), Highlands (2003-168), Indian River (2003-
200), Leon (2003-170), Miami-Dade (2004-019), Monroe
(2003-160), Orange (2003-198), Pinellas (2004-014),
Putnam (2003-193), St Lucie (2003-199), Sumter (2003-
103A), Suwannee (2003-108), Taylor (2003-122), Union
(2003-181), Walton/North American Family Institute
(2003-183), Washington (2003-182), Washington County
School Program at Dozier (2003-172)

Audit Manager: Joseph L. Williams
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Universities

Supplemental Salary Payments and Bonuses Were Paid

Without Adequate Documentation

¢ One university paid supplemental salary payments
totaling $1,111,625 in the form of stipends to 82
employees during the 2002 calendar year. Our review
of 23 stipends disclosed 9 instances in which there was
insufficient or no documentation provided to justify
the increase in responsibilities and or the stipend
amount.

¢ One university paid bonuses in amounts ranging from
$1,000 to $5,000 to 14 employees, primarily Vice
Presidents, Directors, and other employees who
reported to the former president. However, university
records did not document that these employees had
completed a special project or assignment, or achieved
a significant increase in productivity or a productivity
goal, which is required to receive such a bonus.

University of North Florida (2004-040), University of
South Florida (2004-022)
Audit Manager: James E. Raulerson, CPA

Deficiencies Were Noted in Purchasing Card
Procedures and Related Transactions

¢  Two universities made many unallowable purchases of
food items, computer games, membership fees,
furniture, rent payments, and computer hardware.

¢ One university did not prepare monthly purchasing
card reconciliations for eight months and those that
were subsequently prepared were not complete.

¢ One university issued purchasing cards with excessively
large single-purchase and monthly spending limits to
employees. Additionally, spending limit increases were
not always supported by written authorization.

One university did not maintain documentation (vendor



invoices and receipts) to support purchases and did not
timely approve purchasing card transactions. Some card
holders did not sign or initial purchasing card receipts
indicating approval of the charges, and purchasing catds for
several terminated card holders wete not cancelled until 35
days after the employee’s termination.

Florida Atlantic University (2004-013), University of
Central Florida (2004-037), University of Florida (2004-
020), University of North Florida (2004-040), University
of South Florida (2004-022)

Audit Manager: James E. Raulerson, CPA

Deficiencies Existed Over the Use of Construction

Managers and Administration of Construction
Manager Contracts

¢ Our review of payment requests at three universities

disclosed  numerous instances of  inadequate
documentation and overcharges and payment of sales
taxes.

¢ One university did not sufficiently monitor selection of
subcontractors by the construction manager, labor
rates included in the contract, or change orders
submitted for construction manager contracts.

¢ One university did not verify licensure of
subcontractors or determine whether the construction
manager performed such a verification.

¢  One university did not adequately prepare project
completion checklists to ensure that all close-out
requirements have been met prior to approving
disbursement of final payments on all construction
projects.

Florida Atlantic University (2004-013), University of
Central Florida (2004-037), University of Florida (2004-
020), University of South Florida (2004-022)

Audit Manager: James E. Raulerson, CPA
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Controls Over Tangible Personal Property Needed
Improvement

¢ One university did not complete its 2001-02 tangible
personal property inventory.

¢ Two universities had missing items totaling $9.7
million that had not been located or investigated as to
why the items were missing. Also, procedures for
taking property off campus were not followed.

Florida International University (2004-030), University
of North Florida (2004-040)
Audit Manager: James E. Raulerson, CPA

Improvements Needed in Controls Over Cash

¢  One university did not have written policies and
procedures over cash collections, did not require mail
receipt logs, or provide for adequate separation of
duties.

¢  Three universities had inadequate control over
collections at certain decentralized locations.

¢ For one university, the bank reconciliation for one
month contained 150 unresolved reconciling items
totaling approximately $328,000 that were up to five
years old.

¢ One university did not timely complete bank
reconciliations.

¢ One university did not timely bill users for rent of
university facilities.

University of North Florida (2004-040), Florida
International University (2004-030), University of
Florida (2004-020), University of South Florida (2004-
022), University of Central Florida (2004-037)

Audit Manager: James E. Raulerson, CPA
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Improvements Needed in Controls Over Payroll and
Personnel Processing

¢ One university had inadequate separation of duties in
that employees who distributed the paychecks were
also responsible for recording and approving time
worked; adding new employees to, and removing
terminated employees from, the payroll system; and
making changes to the records of current employees.

¢ One university did not routinely verify education or
experience for certain newly-hired employees and
overpaid two employees when changes to their
employment status were not promptly or accurately
processed.

¢  One university did not document background and
fingerprint checks for some employees working as
cashiers.

¢ One university granted salary increases to some
employees without documenting and supporting the
reasons in the personnel files.

¢ One university had numerous salary warrants cancelled
or refunded because personnel action forms were not
correctly prepared or timely processed, and because
payroll data was not correctly recorded and certified.

University of Florida (2004-020), University of North
Florida (2004-040), Florida International University
(2004-030), University of Central Florida (2004-037)
Audit Manager: James E. Raulerson, CPA



Financial Audits of Universities

The following provides a summary of the findings of our
audits of the financial statements of the 11 State Universities
for the fiscal year ended June 30, 2002.

¢ We found that the Universities’ financial statements
presented fairly, in all material respects, the financial
position of the Universities and their discretely
presented component units as of June 30, 2002; the
revenues, expenses, and changes in net assets; and the

SIGNIFICANT AUDIT FINDINGS =

cash flows for the fiscal year then ended.

¢  The results of our tests disclosed no instances of
noncompliance that were required to be reported
under Government Auditing Standards.

¢ We noted no matters involving Universities’ internal
control over financial reporting and their operations
that we considered to be material weaknesses.

Florida Agricultural and Mechanical University (2003-
112), Florida Atlantic University (2003-116), Florida Gulf
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Coast University (2003-106), Florida International
University (2003-117), Florida State University (2003-
124), New College of Florida (2003-074), University of
Central Florida (2003-109), University of Florida (2003-
121), University of North Florida (2003-104), University
of South Florida (2003-125), University of West Florida
(2003-096)

Audit Manager: James E. Raulerson, CPA

Policy Area: Finance and Taxation

Deficiencies Noted in Security Controls Related to the
Encore+ System

The State Board of Administration (Board) uses the
Encore+ System to manage, at the direction of participating
local governments, the transfer of funds into and out of the
Board’s commercial checking account with the Bank of
America (Bank). This account is used in the management of
the Local Government Surplus Funds Trust Fund which, as
of June 30, 2002, was valued at $15.6 billion.

¢ Deficiencies were noted in the Board’s security
controls related to the Encore+ System.

Agency: State Board of Administration
Report Number: 2003-180

Issued: April 2003

Audit Manager: Jonathan E. Ingram, CPA

Deficiencies Continued to Exist in Certain Property
Tax Administration System Controls

The Department of Revenue (Department) has
implemented the Property Tax Administration (PTA)
System, designed to aid in the supetvisory responsibilities of
assessing and valuing property. The audit of the PTA
System was a follow-up engagement to determine the status
of Department actions in correcting control deficiencies
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related to the PTA System disclosed in audit report No. 01-
003.

¢ Controls had not been established to provide for
adequate  segregation of duties for application
programmers within Application Design and Support.

¢ The Department was not able to provide adequate
documentation of the statistical formulas used by the
PTA System to analyze the assessment roll data.

¢ Change management policies and procedures were not
being followed for PTA System modifications.

¢ The PTA System disaster recovery plan was not
current and had never been tested.

¢ Deficiencies were noted in access controls protecting
PTA System information resources.

Agency: Department of Revenue
Report Number: 2003-171

Issued: April 2003

Audit Manager: Jonathan E. Ingram, CPA

Deficiencies Noted in General and Application

Controls Related to the SUNTAX/SAP and Imaging
Management Systems

The SUNTAX/SAP System is an enterprise resource
planning (ERP) application for tax administration that is
intended to eventually incorporate all taxes processed by the
Department of Revenue (Department). The Imaging
Management Systems (IMS) is used by the Department to
initiate the process of tax collection and tax return
processing.

¢ The Department entered into multiple contracts for
implementation services and did not maintain evidence
that rate negotiations were performed.

¢ The Department waived registration fees without
specific  statutory authority, for taxpayers that
registered using the Department’s on-line registration
system from March 7, 2001, through April 30, 2002.

¢  The Department did not maintain adequate controls
over the waiving or compromising of tax liabilities,
penalties, and interest.

¢ Deficiencies were noted in Department controls
intended to ensure that SUNTAX/SAP training
requirements were met prior to users being granted
access to the system.



¢  The Department lacked adequate controls over the
program change process for both the SUNTAX/SAP
System and IMS.

¢ The Department did not have complete security
administration policies and procedures.

¢ Deficiencies were noted in certain Department user
access controls within the SUNTAX/SAP System and
IMS.

¢ The Department did not maintain adequate controls
over the segregation of duties within IMS.

¢  The Department did not adequately update the IMS
change management system for supervisory personnel
changes.

¢ The Department did not maintain current IMS
reference and procedural materials for the Return and
Revenue Processing Section.

¢ Deficiencies were noted in the Department’s Disaster
Recovery Plans.

¢ IMS was operating under a version of Oracle database
software that was no longer supported by the vendor.

¢ Improvements were needed in certain Department
network access, access monitoring, password, and

SIGNIFICANT AUDIT FINDINGS

environmental controls related to the SUNTAX/SAP

System and IMS.
Agency: Department of Revenue
Report Number: 2003-097
Issued: December 2002
Audit Manager: Jonathan E. Ingram, CPA

Significant Enhancements In Taxpayer Audits Were
Needed at Department of Revenue

¢ Audit guidance did not contain a clear statement of
audit standards or the related policies and procedures.

¢ Taxpayer audit policies and procedures did not require
that the auditor base audit testing decisions on internal
control evaluations.

¢  The Department of Revenue (Department) did not
provide its auditors with a standard set of audit
programs or require the use of audit programs.

¢ Procedures to detect unrecorded financial transactions
were not included in Department audit guidance.

¢ Test results derived from the evaluation of
judgmentally selected samples were projected to
estimate tax liabilities.

¢ Working papers were, in general, not indexed and
cross-referenced or bound.

¢ The nature and extent of the review procedures
performed by the Department’s reviewers was not
clear.

¢ The Department had consulted with the Board of
Accountancy in an effort to administer certified audits
project independence issues in a manner consistent
with evolving standards and guidelines.

Agency: Department of Revenue
Report Number: 2003-057

Issued: November 2002

Audit Manager: Donald R. Hancock, CPA

Delinquent  Tax Collection Strategy Could Be
Improved at Department of Revenue

¢  The Department of Revenue did not customize its
collection efforts, although the necessaty information
was available for many taxpayers.

¢ The absence of supervisory review procedures
introduced the possibility that improper taxpayer
account correcting entries could be made and not
timely detected.

Agency: Department of Revenue
Report Number: 2003-055

Issued: November 2002

Audit Manager: Donald R. Hancock, CPA

Policy Area: Governmental Oversight and Productivity

State Technology Office’s Management of the
Enterprise Network Needed Improvement

The State Technology Office (STO) provides enterprise
networking services through the use of the Technical
Resource Center (TRC) and the SUNCOM Network
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consisting of communication for the STO and other
governmental entities in performing duties required to
conduct the business of the State of Florida.

¢ The STO did not follow good business practices in the
procurement of certain contractual services used to

support its technology-related duties. Additionally,
instances were noted where the STO did not timely
remit payment for services and paid for services which
had not been documented as fully received.

¢ The STO did not have signed service agreements, as



required by Florida law, with all entities to which it
provided services.

A written enterprise I'T security plan that describes the
STO’s IT secutity strategy and management had not
been developed and key components needed to
support the STO in achieving its mission and statutory
requirements were missing or incomplete.

The STO had not formally designated an information
security manager in accordance with Florida law to
provide managerial leadership for a security program
both within the STO and throughout the enterprise to
include all of the STO’s information resources,
including the Enterprise Network. In addition, the
position descriptions for certain employees within the
Office of Information Security were not current and
did not always reflect the actual duties assigned.

The STO had not designated a State chief privacy
officer, in accordance with Florida law, to be
responsible for the continual review of State agencies’
policies, laws, rules, and practices which may affect the
privacy concerns of State residents.

Security related rules, standards, policies, procedures,
and practices for internal management and for entities
that use the STO’s Enterprise Network had not been
completed, approved, or implemented as required by
Florida law.

Improvements were needed in the STO’s information
technology risk management practices and in internal
security and monitoring controls protecting the
network and its resources from improper use,
disclosure, or modification. Additionally, the STO had
not fully optimized the operation of its computing
resources for efficiency and effectiveness.

The STO had not performed background and
fingerprint checks for its staff assigned to positions of
special trust in accordance with Florida law, nor had it
developed a security awareness program for all State
agency staff.
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Agency:

Report Number:
Issued:

Audit Manager:
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The STO had inadequate disaster recovery processes
and procedures to ensure continuous service and
minimize the impact in the event of a major
disruption. In addition, programs and data from
several STO servers were not adequately backed up.

The STO had not developed procedures to verify that
equipment transferred to it from other departments
was adequately inventoried and insured. Additionally,
the STO had not maintained sufficient insurance
coverage with the Department of Insurance, Division
of Risk Management over tangible personal property,
to enable the replacement of technology equipment in
the TRC.

State Technology Office
2004-038

September 2003

Jonathan E. Ingram, CPA

Agency:

Report Number:
Issued:

Audit Manager:

Although the Commission had implemented
procedures to review cellular telephone invoices and
seek reimbursement from employees for any personal
use, the Commission had been unable to collect
reimbursements  totaling  $494  from  former
employees.

Certain actions and events that occurred regarding the
development of a case management system and the
related indicative  that
improvements in Commission contracting policies

various contracts were

and procedures were needed.

Commission on Human Relations
2004-034

August 2003

Dorothy R. Gilbert, CPA

Commission on Human Relations Activities Needed

Improvements

*

The Commission on Human Relations (Commision)
continues to make progress in addressing the ongoing
case backlog problem; however, additional efforts are
needed to further reduce the backlog.

Commission procedures did not ensure that
complaints were processed in accordance with the
administrative requirements of the Florida Civil
Rights Act of 1992.

The Commission did not ensure that donated
property items were managed in accordance with
tangible personal property laws, rules, and procedures.

Controls over the revenue collection process needed
enhancing.

Action was not taken to collect unauthorized
expenditures incurred on behalf of Commission
guests and meeting no-shows.
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Action Needed by Agencies to Comply With Fixed

Capital

Outlay (FCO) Appropriation Balances

Reversion Laws

*

We identified $598.2 million in uncommitted FCO
appropriations at February 1, 2003. The various State
agencies and educational entities in consultation with
the Executive Office of the Governor (EOG) should
take prompt action to comply with Section 216.301(3),
Florida Statutes, so that uncommitted approptiation
balances may be timely reverted to the fund from
which  appropriated and be available for
reappropriation. In addition to the above amount, the
Department of Education (DOE) had disbursed FCO
appropriations to district school boards and
community colleges. Of these disbursed amounts, $4.3
million remained uncommitted at the local level at
February 1, 2003. DOE and local educational entities
should take prompt action to comply with Section
216.301(3), Florida Statutes, so that uncommitted
amounts may be timely reverted to the fund from
which  appropriated and  be  available for
reappropriation. Subsequent to our audit, the EOG
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reported that $40.5 million of the uncommitted FCO Deficiencies Noted in Management Controls Related to protect FLAIR information resources, and aspects
appropriations at February 1, 2003, had been reverted to FLAIR of the Department’s draft business resumption plan
as of June 30, 2003. The Florida Accounting Information Resource Subsystem needed improvement.
In some instances’ reported agency commitments of (FLAIR) is the State of Florida’s accounting system and the Agency: Department of Banking and
FCO appropriations were not adequately supported by Department of Banking and Finance (Depattment) is the Finance
appropriate records or were determined utilizing functional owner of the Subsystem. Report Number: 2003-100
agency interpretations of EOG, Office of Policy and , . Issued: January 2003
. . . . ¢ The Payroll Component’s Cancellations and Audi
. udit Manager: onathan E. Ingram, CPA
Budget (EOG-OPB) disseminated instructions. Adjustments Subsystem’s Salary Refund Module did & I gram,
Given the variety of circumstances agencies must not have logical access controls, present in other
address 'aqd the decisions to be made involving FCO modules, to enforce a segregation of duties. Wireless 911 Board Activities
appropriations, we recommend that: . I .
¢ A reconciliation or verification process was not in e Th Board  did . ai d cati
»  Approptiate steps be taken to unencumber and place for Departmental Accounting Component, d © tozr th ! n(ci) r? aﬁn J 9cu'tanenti?;on
revert appropriate spending authority when Payroll Component, or external systems’ data stored in cmonstrating the procedures tofowed n 1dentiying
. 7, : wireless service providers doing business in the State.
purchase orders or contracts expire or projects do the Information Warehouse. .
not materialize. In addition, contracts and grants Abse?nt. documentation of thesF: procedures, the Board
should onlv be extended as ’allowe d by the terms ¢  The Division of Information Systems’ Information has limited assurance that providers have been properly
and  con diytions of the contracts yan d orant Systems Development Methodology policies were not and continually identified for evaluating the
agreements. Such extensions should not gc in being followed for modifications to the Information completeness of monthly E911 remittances.
conflict with statutory provisions. Warchouse. ¢ The Boatd continued to award E911 rural county grant
> Agencies monitor contracts to ensure that the ¢ There were instances where the Department’s security moneys to a county although the county had
time petiod between the contract date and policies,  procedures, and  practices  needed mismanaged pteviously appropriated E911 moneys.
payment date is minimized to the extent possible. enhancement or were not being followed. ¢ During the 2001-02 fiscal yeat, travel expenditures for
»  Agencies ensure the validity of commitments by ¢ Improvements were needed in the Department’s Board members and  staff totaled approximately
discontinuing the use of intra-agency delegation management of application access privileges within the $60,000.  The Board used State money to pay for
of authority as contract commitments. Central Accounting and Departmental Accounting unauthorized expenditures (refreshments) totaling $879
' Components. in conjunction with Board meetings. Also, variances in
» EOG-OPB develop an FCO construction ) ) costs indicate that the Board needs to take mote care in
projects contingency policy for legislative review ¢ Ade(iuate procedures were not in place to provide for selecting the most economical means for lodging and
and approval. consistent recording and  testing of new  systems meeting room rentals when conducting official Board
. software installations, new releases, and maintenance business
Agency: Selected State Agencies and h :
" : . changes.
Various Educational Entities Agency: State Technology Office
Report Number: 2003-175 ¢  The Department did not involve its legal staff in a Report Number:  2003-085
Issued: April 2003 determination of FLAIR subjectivity to Federal Health Issued: December 2002
Audit Manager: Dorothy R. Gilbert, CPA Insurance Portability and Accountability Act of 1996 Audit Manager:  Dorothy R. Gilbert, CPA
(Public Law 104-191) requirements and did not
document the methodology or results of the review.
¢ There were instances where the Department had not
adequately utilized sufficient security control features
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Internal Auditors Generally Complied With State Law
and Professional Auditing Standards

Pursuant to Section 11.45(2)(j), Florida Statutes, we
completed Quality Assessment Reviews of the Offices of
Inspectors General, Internal Audit Activities, of selected
State agencies. Generally, the 13 Offices of Inspectors
General reviewed had complied with Section 20.055, Florida
Statutes, and applicable professional auditing standards.
However, for six agencies (Departments of Elder Affairs,
Environmental Protection, Health, Juvenile Justice,
Revenue, and the Public Setrvice Commission), we noted
some planning and compliance matters that, while not
material to the agencies’ overall compliance with
professional auditing standards, should be addressed by
management.

Agency:
Audit Manager:

Various State Agencies
L. R. Weathermon, CPA

State Agencies Materially Complied With Federal
Program Requirements

During the fiscal year ended June 30, 2002, the State of
Florida administered over 500 Federal awards programs, for
which expenditures totaled approximately $18.1 billion. As
a condition of receiving Federal Funds, the State is required
to have a Single Audit conducted in accordance with U. S.
Office of Management and Budget Circular No. A-133.
Pursuant to these Federal guidelines, 42 major programs
with expenditures totaling approximately $16.4 billion were
audited. = The administering State agencies generally
complied, in all material respects, with the requirements
applicable to the major programs. However, as shown
below, the opinion on compliance was qualified for three of
the major programs as a result of material noncompliance
with applicable Federal requirements.

Agency for Workforce Innovation

¢  Child Care Cluster (Expenditures — $294.8 million) —
The agency did not take an active role to ensure that
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audit reports of subrecipient activities were received
and reviewed in a timely manner.

¢ Employment Setvices Cluster (Expenditures - $52.7
million) — The agency used budgetary information
rather than employees’ actual time and effort as a basis
for distributing payroll charges to Federal programs.
Other direct administrative costs were also allocated on
the same basis. Additionally, employee certifications
were not obtained to support payroll charges to
Federal programs for employees who worked on a
single program.

Department of Children and Family Services

¢ Refugee and Entrant Assistance - State
Administered Program (Expenditures - $46.1 million)
— The Department paid benefits to ineligible
individuals and for petiods after the expiration of the
eligibility period.
The audit also disclosed a material weakness in internal
control for the Unemployment Insurance Program with
expenditures of approximately $1.5 billion. Detailed
clectronic taxable payroll information was not retained to
support the calculation of Unemployment Insurance tax
rates for experienced-based employees. The Unemployment
Insurance Program is administered by the Agency for
Workforce Innovation and the Department of Revenue,
with assistance from the State Technology Office.

The administering agencies must prepare a corrective action
plan and disclose the status of prior audit findings in a
Summary Schedule of Prior Audit Findings.  Federal
awarding agencies are responsible for issuing a management
decision on audit findings within six months after receipt of
the audit and ensuring that the administering agency takes
appropriate and timely corrective action. The Single Audit
Act also requires the auditor to follow up on prior audit
findings during the annual Single Audit.
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The Single Audit for the fiscal year ended June 30, 2003, is
currently in progress and scheduled for completion in
March 2004.

Agency: Various

Report Number: 2003-167

Issued: March 2003

Audit Manager: Brenda K. Pelham, CPA

State’s Financial Statements Were Fairly Presented
Except With Regard to State Land

Financial statements provide information concerning the
financial condition and operation of the State to the bond
rating agencies, other interested financial institutions and
creditors, the Legislature, State managers, and the public.

The State’s financial condition impacts the quality of the
State’s bond rating, which has a direct effect on the cost of
interest to the State. Bond issues generally need to be rated
AAA, AA, A, or BBB to be considered investment grade
(high credit quality). At June 30, 2002, the State’s general
obligation bond rating was AA. A drop of even one
category in bond rating could result in an increase in the
State’s interest rate, which would result in millions of dollars
of increased costs over the life of large bond offerings.

In our opinion, except for the effects of such adjustments, if
any, of not providing adequate documentation regarding the
amount reported for land within the governmental activities,
based on our audit and the reports of other auditors, the
basic financial statements present fairly, in all material
respects, the respective financial position of the
governmental activities, the business-type activities, the
aggtregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the
State of Florida as of June 30, 2002, and the respective
changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity
with accounting principles generally accepted in the United
States of America. Records of the Board of Trustees of the
Internal Improvement Trust Fund were not adequate to
document the ownership and valuation of a substantial



portion of land, which is recorded at $3.085 billion and
constitutes 27.4 percent of the reported land value, and 7.4
percent of capital assets reported for governmental activities
at June 30, 2002. As a result, it was not practicable in the
circumstances for us to determine whether the amount
reported for land within the governmental activities is fairly
presented.

SIGNIFICANT AUDIT FINDINGS =

The audit conclusions were published by the Chief Financial
Officer in the Florida Comprebensive Annunal Financial Report
2002.

The audit of the State’s basic financial statements for the
fiscal year ended June 30, 2003, is curtently in progress and
scheduled for completion in February 2004.
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Agency: Various

Report: Florida Comprehensive Annual
Financial Report 2002 (Chief
Financial Officer)

Issued: February 2003

Audit Manager: Brenda K. Pelham, CPA

Deficiencies Noted in Program and Administrative
Activities of the Medicaid Fraud Control Program

The Department of Legal Affairs’ (Department) Medicaid
Fraud Control Unit (MFCU) is responsible for investigating
and prosecuting corruption in the administration of the
Medicaid Program and fraud perpetrated by medical service
providers, whereas the Agency for Health Care
Administration (AHCA) is responsible for cases related to
abuse or errors. Deficiencies noted included:

¢ MFCU data systems were not complete and accurate,
thereby inhibiting accurate computation and reporting
of overpayments and costs associated with
investigation and prosecution.

¢ MFCU did not always appropriately distribute
restitution received to compensate the Medicaid
Program and recoup investigative and prosecutorial
costs.

¢ Restitution received by MFCU was not always timely
transferred to AHCA, thereby delaying reimbursement
to the Medicaid Program.

¢ MFCU and AHCA did not propetly record all
accounts receivable and restitution payments received
in respective agency accounting records.

¢ MFCU’s investigation of recipient fraud cases was
contrary to controlling Federal regulations.

Auditor General Annual Report
November 1, 2002 - October 31, 2003

Policy Area: Health, Aging, and Long Term Care

¢ The Department did not timely submit indirect cost
rate  proposals to the Federal government.
Additionally, submitted indirect cost proposals were
not calculated cortectly.

¢ Department reorganization of MFCU had not fully
addressed the appropriate skills mix needed for
effective investigation of highly complex Medicaid
fraud, including the need for sworn law enforcement
and auditing personnel. Additionally, MFCU did not
have a formal continuing education process to ensutre
investigators maintain the necessary knowledge and
skills to conduct Medicaid fraud investigations.

¢ Improvements were needed in the MFCU’s
management  of its  motor  vehicle fleet,
communications devices, and documentation of its
annual evidence room inventories.

Agencies: Department of Legal Affairs,
Agency for Health Care
Administration

Report Number: 2004-033

Issued: August 2003

Audit Manager: Marcia Maheu, CPA

Administration of the Medicaid Waiver Programs
Should Be Enhanced

The State’s Medicaid Waiver Programs (Consumer Directed
Care (CDC), Assisted Living for the Frail Elderly (ALE),
Nursing Home Diversion (NHD), and Aged and Disabled
Adult Services (ADA)) are administered by the Department
of Elder Affairs (Department). In general, these programs
provide services that help maintain low-income elders’
independence at less cost than that of institutional care.
However we noted:

¢ CDC consultants did not always document required
contact with consumers.

¢ The Department should improve its administration of
its contract with the Fiscal Intermediary that provides
fiscal services for CDC consumers to ensure funds
are propetly and efficiently expended.

¢ The Department should improve controls related to
the authorization and expenditure of CDC funds to
ensure State and Federal resources are efficiently and
effectively used for the well-being of the consumer
and contribute to preventing or delaying
institutionalization.

¢  CDC procedures did not appropriately document that
informal care services received prior to waiver
enrollment were not replaced by paid services.






























