FINAL BILL ANALYSIS

BILL #: SB 2110 FINAL HOUSE FLOOR ACTION:
118 Y’s ON’s

SPONSOR: Budget (Rep. Grimsley) GOVERNOR'’S ACTION: Approved

COMPANION BILLS: HB 5009

SUMMARY ANALYSIS

SB 2110 passed the House on May 6, 2011. The bill was approved by the Governor on May 26, 2011,
chapter 2011-52, Laws of Florida, and becomes effective July 1, 2011.

The bill modifies statutory requirements relating to the frequency of certain operational and financial
audits conducted by the Auditor General. The bill requires the Auditor General to submit an annual
report which includes a projected two-year work plan.

The bill conforms to the General Appropriations Act for the 2011-2012 fiscal year. The Auditor
General’s budget is reduced by $1.5 million in fiscal year 2011-12. The provisions of the bill will allow
the Auditor General to be better positioned to absorb the budget reduction and focus attention where
most needed.

This document does not reflect the intent or official position of the bill sponsor or House of Representatives.



I. SUBSTANTIVE INFORMATION

A. EFFECT OF CHANGES:

Article lll, s. 2 of the Florida Constitution provides that “the legislature shall appoint an auditor to
serve at its pleasure who shall audit public records and perform related duties as prescribed by
law or concurrent resolution.” Currently, s. 11.42, F.S. sets forth the process for appointment
and required qualifications of the Auditor General.

Frequency of Audits:

Section 11.45(3), F.S. provides that the Auditor General must conduct audits of records and
perform related duties as prescribed by law, concurrent resolution of the Legislature, or as
directed by the Legislative Auditing Committee. The section also requires that the Auditor
General must conduct audits of local governmental entities when determined to be necessary
by the Auditor General, when directed by the Legislative Auditing Committee, or when otherwise
required by law.

The section requires that the Auditor General must conduct the following once every three
years:

¢ Performance audits of the Department of Revenue’s administration of the ad valorem tax
laws.

¢ Financial audits of the accounts and records of all district school boards in counties with
populations of 125,000 or more, according to the most recent federal decennial statewide
census.

e Reviews of a sample of each state agency’s internal audit reports to determine compliance
with current Standards for the Professional Practice of Internal Auditing or, if appropriate,
government auditing standards.

The section provides that the Auditor General must conduct the following at least once every
two years:

e Operational audits of the accounts and records of state agencies and universities.

e A performance audit of the local government financial reporting system.

The section requires the Auditor General to conduct the following annually:

e Financial audit of state government.

¢ Financial audits of all universities and district boards of trustees of community colleges.

e Financial audits of the accounts and records of all district school boards in counties with
populations of fewer than 150,000, according to the most recent federal decennial statewide
census.

e Audits of the accounts and records of the Florida School for the Deaf and the Blind.

! see also, Joint Rule Five — Auditor General.



The bill modifies the requirements relating to the frequency of audits as described in this chart:

Type of Audit

Frequency in current law

Frequency in bill

State government financial audit

Annually

unchanged

State agency operational audit

At least every 2 years

At least every 3 years

University/college financial audit

Annually

unchanged

University operational audit

At least every 2 years

At least every 3 years

College operational audit Not specified At least every 3 years
Florida Clerks of Court Operations Annually” At least every 3 years
Corporation operational audit

Florida School for the Deaf and Annually3 At least every 3 years
the Blind operational audit

District school board financial Annually unchanged

audits — counties of fewer than

150,000

District school board financial Once every three years” unchanged

audits — counties of more than

150,000

District school board operational Not specified At least every 3 years

audit

Local government financial
reporting system

At least every 2 years At least every 3 years

The bill modifies the definition of the term “financial audit” and 218.31(17), F.S. to provide that
when applicable, the scope of financial audits must encompass the additional activities
necessary to establish compliance with the Single Audit Act Amendments of 1996 and other
applicable federal law.> The bill modifies the definition of the term “operational audit”’ to mean
an audit whose purpose is to evaluate management’s performance in establishing and
maintaining internal controls, including controls designed to prevent and detect fraud, waste and
abuse, and in administering assigned responsibilities in accordance with applicable laws, rules,
regulations, contracts, grant agreements and other guidelines. The bill further provides that all
audits must be conducted in accordance with government auditing standards and identify
weaknesses in internal controls.

2 Currently, the audit requirements relating the Florida Clerks of Court Operations Corporation may be found in s. 28.35,
F.S. The bill amends this section to conform to the changes made ins. 11.45, F.S.

3 Currently this requirement may be found in s. 1002.36(3), F.S. and s. 11.45(2)(f), F.S. The bill amends s. 1002.36(3), F.S. to
conform to the changes made in's. 11.45, F.S.

4 Currently this requirement may be found in s. 11.45(2)(j), F.S. and has been moved to paragraph (e).

®31U.S.C. ss. 7501-7507



The bill removes the requirement that the Auditor General give appropriate consideration to
reports issued by agencies’ or universities’ inspectors general and the resolution of the finding
of the reports.

Florida Bright Futures Scholarship Program:

Section 1009.53, F.S. provides that each institution that receives moneys through the Florida
Bright Futures Scholarship Program must prepare an annual report that includes an annual
financial audit conducted by an independent certified public accountant or the Auditor General.

The bill requires that the audit must be performed for each fiscal year in which the institution
expends program moneys in excess of $100,000 and provides that at least every two years the
audit must include an examination of the institution’s accounting of the moneys for the program
since the last examination. The bill also provides that any institution not subject to an audit
must attest, under penalties of perjury, that proceeds received under the program were used in
compliance with the applicable law. The attestation will be made annually in a form determined
by the Department of Education.

Water management districts:

Currently, there is no specific statutory requirement that the Auditor General conduct audits of
the water management districts. The bill requires the Auditor General to conduct audits of water
management districts at least every three years.

Virtual Education Providers:

Currently s. 11.45(3), F.S. provides that the Auditor General may conduct audits of an extensive
list of specified entities or types of records. Included in the list is the Florida Virtual School. The
bill adds virtual education providers receiving state funds or funds from local ad valorem taxes.

Reporting Requirements:

Currently, s. 11.45(7)(h), F.S. requires the Auditor General to provide a list of statutory and
fiscal changes recommended by the office to the legislature each year. The bill requires the
Auditor General to produce an annual report which will include a projected 2 year work plan
identifying the audits and other accountability activities to be undertaken during that time.

Other changes:
The bill also makes other changes including:

e Transferring from s. 195.096, F.S. to s. 11.45, F.S., requirements relating to the Auditor
General’'s performance audit of the Department of Revenue’s administration of the ad
valorem tax laws.

e Eliminating the requirement that the Auditor General conduct an annual audit the
Emergency Communications Number System Fund.

e Eliminating the requirement in s. 11.45(2)(e), F.S., that the Auditor General annually audit,
through fiscal year 2008-2009, the Wireless Emergency Telephone System Fund.

e Removes requirement that the Auditor General audit the Investment Fraud Restoration
Financing Corporation as the program has been eliminated in statute.
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Il. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT

. FISCAL IMPACT ON STATE GOVERNMENT:

Revenues:
None.

Expenditures:

In the 2011-2012 General Appropriations Act, the Auditor General’s budget for fiscal year
2011-12 is reduced by $1.5 million, in great part due to the provisions of this bill giving the
Auditor General more flexibility in the scheduling of certain types of audits.

. FISCAL IMPACT ON LOCAL GOVERNMENTS:

Revenues:
None.

Expenditures:

Indeterminate. Local governments may be impacted by reduced audit coverage by the
Auditor General. However, because the Auditor General will have greater flexibility to base
audits on risk assessments, it is more likely that entities that require increased attention will
receive it.

. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

None.

. FISCAL COMMENTS:

None.



