Selection From: 02/05/2019 - Gov Oversight Acc (10:00 AM - 12:00 Noon) 2019 Regular Session
Committee Packet 02/14/2019 11:55 AM
Agenda Order

Tab1 |SPB 7016 by GO; State-administered Retirement Systems

Tab 2 |SPB 7014 by GO; Government Accountability

742724 A S FAV GO, Hooper Delete L.609 - 623: 02/05 01:11 PM

Page 1 of 1



2019 Regular Session The Florida Senate

COMMITTEE MEETING EXPANDED AGENDA

GOVERNMENTAL OVERSIGHT AND ACCOUNTABILITY
Senator Hooper, Chair
Senator Rader, Vice Chair

MEETING DATE: Tuesday, February 5, 2019
TIME: 10:00 a.m.—12:00 noon
PLACE: 301 Senate Building

MEMBERS: Senator Hooper, Chair; Senator Rader, Vice Chair; Senators Albritton, Bean, and Torres

BILL DESCRIPTION and
TAB BILL NO. and INTRODUCER SENATE COMMITTEE ACTIONS COMMITTEE ACTION

Consideration of proposed bill:

1 SPB 7016 State-administered Retirement Systems; Revising Submitted and Reported
required employer retirement contribution rates for Favorably as Committee Bill
each membership class and subclass of the Florida Yeas 5 Nays 0

Retirement System, etc.

Consideration of proposed bill:

2 SPB 7014 Government Accountability; Specifying that the Submitted and Reported
Governor, the Commissioner of Education, or the Favorably as Committee Bill
designee of the Governor or of the commissioner, Yeas 5 Nays 0

may notify the Legislative Auditing Committee of an
entity’s failure to comply with certain auditing and
financial reporting requirements; specifying that any
person who willfully fails or refuses to provide access
to an employee, officer, or agent of an entity under
audit is subject to a penalty, etc.

Other Related Meeting Documents

S-036 (10/2008)
02052019.1051 Page 1 of 1



The Florida Senate
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Prepared By: The Professional Staff of the Committee on Governmental Oversight and Accountability

BILL: SPB 7016

INTRODUCER:  Governmental Oversight and Accountability Committee

SUBJECT: State-administered Retirement Systems
DATE: February 4, 2019 REVISED:
ANALYST STAFF DIRECTOR REFERENCE ACTION
1. McVaney McVaney GO Submitted as Comm. Bill/Fav
Summary:

SPB 7016 establishes the contribution rates paid by employers participating in the Florida
Retirement System (FRS) beginning July 1, 2019. These rates are intended to fund the full
normal cost and the amortization of the unfunded actuarial liability of the FRS. With these
modifications to employer contribution rates, the FRS Trust Fund will receive roughly $123.3
million more in revenue on an annual basis beginning July 1, 2019. The public employers that
will incur these additional costs are state agencies, state universities and colleges, school
districts, counties, municipalities, and other governmental entities that participate in the FRS.

Il. Present Situation:
The Florida Retirement System

The Florida Retirement System (FRS) was established in 1970 when the Legislature consolidated
the Teachers’ Retirement System, the State and County Officers and Employees’ Retirement
System, and the Highway Patrol Pension Fund. In 1972, the Judicial Retirement System was
consolidated into the FRS, and in 2007, the Institute of Food and Agricultural Sciences
Supplemental Retirement Program was consolidated under the Regular Class of the FRS as a
closed group.! The FRS is a contributory system, with active members contributing three percent
of their salaries.?

The FRS is a multi-employer, contributory plan, governed by the Florida Retirement System Act
in Chapter 121, F.S. As of June 30, 2018, the FRS had 643,333 active members, 415,800
annuitants, 16,032 disabled retirees, and 33,432 active participants of the Deferred Retirement

! Florida Retirement System Pension Plan and Other State Administered Retirement Systems Comprehensive Annual
Financial Report Fiscal Year Ended June 30, 2018, at p. 35. Available online at: https://www.rol.frs.state.fl.us/forms/2017-
18 CAFR.pdf. (Last visited January 28, 2019.)

2 Prior to 1975, members of the FRS were required to make employee contributions of either 4 percent for Regular Class
employees or 6 percent for Special Risk Class members. Employees were again required to contribute to the system after
July 1, 2011. Members in the Deferred Retirement Option Program do not contribute to the system.
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Option Program (DROP).2 As of June 30, 2018, the FRS consisted of 1,002 total employers; it is
the primary retirement plan for employees of state and county government agencies, district
school boards, Florida College institutions, and state universities, and also includes the 173 cities
and 267 special districts that have elected to join the system.*

The membership of the FRS is divided into five membership classes:

e The Regular Class® consists of 551,997 active members and 7,349 in renewed membership;

e The Special Risk Class® includes 72,642 active members and 976 in renewed membership;

e The Special Risk Administrative Support Class’ has 87 active members;

e The Elected Officers’ Class® has 2,050 active members and 120 in renewed membership; and

e The Senior Management Service Class® has 7,881 active members and 207 in renewed
membership.°

Each class is funded separately based upon the costs attributable to the members of that class.

Members of the FRS have two primary plan options available for participation:
e The defined contribution plan, also known as the Investment Plan; and
e The defined benefit plan, also known as the Pension Plan.

Investment Plan

In 2000, the Public Employee Optional Retirement Program (investment plan) was created as a
defined contribution plan offered to eligible employees as an alternative to the FRS Pension
Plan.

Benefits under the investment plan accrue in individual member accounts funded by both
employee and employer contributions and earnings. Benefits are provided through employee-
directed investments offered by approved investment providers.

3 Florida Retirement System Pension Plan and Other State Administered Retirement Systems Comprehensive Annual
Financial Report Fiscal Year Ended June 30, 2018, at p. 160.

41d., at 196.

5> The Regular Class is for all members who are not assigned to another class. Section 121.021(12), F.S.

6 The Special Risk Class is for members employed as law enforcement officers, firefighters, correctional officers, probation
officers, paramedics and emergency technicians, among others. Section 121.0515, F.S.

" The Special Risk Administrative Support Class is for a special risk member who moved or was reassigned to a nonspecial
risk law enforcement, firefighting, correctional, or emergency medical care administrative support position with the same
agency, or who is subsequently employed in such a position under the Florida Retirement System. Section 121.0515(8), F.S.
8 The Elected Officers’ Class is for elected state and county officers, and for those elected municipal or special district
officers whose governing body has chosen Elected Officers’ Class participation for its elected officers. Section 121.052, F.S.
® The Senior Management Service Class is for members who fill senior management level positions assigned by law to the
Senior Management Service Class or authorized by law as eligible for Senior Management Service designation. Section
121.055, F.S.

10 Al figures from Florida Retirement System Pension Plan and Other State Administered Retirement Systems
Comprehensive Annual Financial Report Fiscal Year Ended June 30, 2018, at p. 163.
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A member vests immediately in all employee contributions paid to the investment plan.t! With
respect to the employer contributions, a member vests after completing one work year of
employment with an FRS employer.1? Vested benefits are payable upon termination or death as a
lump-sum distribution, direct rollover distribution, or periodic distribution.® The investment
plan also provides disability coverage for both in-line-of-duty and regular disability retirement
benefits.* An FRS member who qualifies for disability while enrolled in the investment plan
may apply for benefits as if the employee were a member of the pension plan. If approved for
retirement disability benefits, the member is transferred to the pension plan.*®

The State Board of Administration (SBA) is primarily responsible for administering the
investment plan.'® The Board of Trustees of the SBA is comprised of the Governor as chair, the
Chief Financial Officer, and the Attorney General.!’

Pension Plan

The pension plan is administered by the secretary of the Department of Management Services
through the Division of Retirement.'® Investment management is handled by the State Board of
Administration.

Any member initially enrolled in the pension plan before July 1, 2011, vests in the pension plan
after completing six years of service with an FRS employer.'® For members initially enrolled on
or after July 1, 2011, the member vests in the pension plan after eight years of creditable
service.?’ Benefits payable under the pension plan are calculated based on the member’s years of
creditable service multiplied by the service accrual rate multiplied by the member’s average final
compensation.?* For most current members of the pension plan, normal retirement (when first
eligible for unreduced benefits) occurs at the earliest attainment of 30 years of service or age
62.22 For public safety employees in the Special Risk and Special Risk Administrative Support
Classes, normal retirement is the earliest of 25 years of service or age 55.2 Members initially
enrolled in the pension plan on or after July 1, 2011, have longer service requirements. For

11 Section 121.4501(6)(a), F.S.

12 |1f a member terminates employment before vesting in the investment plan, the nonvested money is transferred from the
member’s account to the SBA for deposit and investment by the SBA in its suspense account for up to five years. If the
member is not reemployed as an eligible employee within five years, then any nonvested accumulations transferred from a
member’s account to the SBA’s suspense account are forfeited. Section 121.4501(6)(b)-(d), F.S.

13 Section 121.591, F.S.

14 See s. 121.4501(16), F.S.

15 Pension plan disability retirement benefits, which apply for investment plan members who qualify for disability,
compensate an in-line-of-duty disabled member up to 65 percent of the average monthly compensation as of the disability
retirement date for special risk class members. Other members may receive up to 42 percent of the member’s average
monthly compensation for disability retirement benefits. If the disability occurs other than in the line of duty, the monthly
benefit may not be less than 25 percent of the average monthly compensation as of the disability retirement date.

Section 121.091(4)(f), F.S.

16 Section 121.4501(8), F.S.

1" FLA CONST. art. 1V, s. 4.

18 Section 121.025, F.S.

19 Section 121.021(45)(a), F.S.

20 Section 121.021(45)(b), F.S.

2L Section 121.091, F.S.

22 Section 121.021(29)(a)1., F.S.

23 Section 121.021(29)(b)1., F.S.
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members initially enrolled after that date, the member must complete 33 years of service or attain
age 65, and members in the Special Risk classes must complete 30 years of service or attain age
60.%4

Optional Retirement Programs

Eligible employees may choose to participate in one of three retirement programs instead of

participating in the FRS:

e Members of the Senior Management Service Class may elect to enroll in the Senior
Management Service Optional Annuity Program;?®

e Members in specified positions in the State University System may elect to enroll in the State
University System Optional Retirement Program;2® and

e Members in specified positions at a Florida College institution may elect to enroll in the State
Community College System Optional Retirement Program.?’

Contribution Rates

Employers participating in the FRS are required to contribute a specified percentage of the
member’s monthly compensation to the Division of Retirement to be distributed into the FRS
Contributions Clearing Trust Fund. The employer contribution rate is a blended contribution rate
set by statute, which is the same percentage regardless of whether the member participates in the
pension plan or the investment plan.?® The rate is determined annually based on an actuarial
study by the Department of Management Services that calculates the necessary level of funding
to support all of the benefit obligations under both FRS retirement plans.

In the annual actuarial valuation of the Florida Retirement System based on July 1, 2018, plan
assets and liabilities, Milliman, Inc., the state actuary, determined the following key data relating
to the FRS pension plan:?®

24 Sections 121.021(29)(a)2. and (b)2., F.S.

25 The Senior Management Service Optional Annuity Program (SMSOAP) was established in 1986 for members of the
Senior Management Service Class. Employees in eligible positions may irrevocably elect to participate in the SMSOAP
rather than the FRS. Section 121.055(6), F.S.

% Eligible participants of the State University System Optional Retirement Program (SUSORP) are automatically enrolled in
the SUSORP. However, the member must execute a contract with a SUSORP provider within the first 90 days of
employment or the employee will default into the pension plan. If the employee decides to remain in the SUSORP, the
decision is irrevocable and the member must remain in the SUSORP as long as the member remains in a SUSORP-eligible
position. Section 121.35, F.S.

27 If the member is eligible for participation in a State Community College System Optional Retirement Program, the member
must elect to participate in the program within 90 days of employment. Unlike the other optional programs, an employee who
elects to participate in this optional retirement program has one opportunity to transfer to the FRS. Section 1012.875, F.S.

28 Section 121.70(1), F.S.

2 Florida Retirement System Pension Plan Actuarial Valuation as of July 1, 2018, at p. 3.
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Valuation Results (in $ billions)
July 1, 2015 | July 1, 2016 | July 1, 2017 | July 1, 2018

Actuarial Liability $165.5 $170.4 $178.6 $186.0
Actuarial Value of Assets $143.2 $145.5 $150.6 $156.1
Unfunded Actuarial Liability $22.3 $24.9 $28.0 $29.9

Funded Percentage

(Actuarial Value of 86.5% 85.4% 84.3% 83.9%
Assets/Actuarial Liability)

The state actuary determines a rate associated with the normal cost of the pension plan (funding
the prospective benefits) and a rate necessary to amortize the unfunded actuarial liabilities

(UAL) over a thirty-year period. The following are the current employer contribution rates® for
each class and the blended rates recommended by the state actuary beginning in July 2018:3

Current Rates Recommended Rates
Membership Class Effective July 1, 2018 to be effective
July 1, 2019
Normal UAL Normal UAL
Cost Rate Cost Rate
Regular Class 3.04% 3.50% 3.19% 3.56%
Special Risk Class 12.18% 10.60% 12.53% 11.14%
Special Risk Administrative Support 3.64% 29.62% 3.61% 33.26%
Class
Elected Officer’s Class
e Legislators, Governor, Lt. 6.65% 48.38% 6.67% 47.64%
Governor, Cabinet Officers,
State Attorneys, Public
Defenders
e Justices and Judges 12.00% 27.05% 12.30% 27.98%
e County Officers 8.50% 38.48% 8.73% 38.37%
Senior Management Service Class 4.45% 17.89% 4.60% 19.09%
Deferred Retirement Option Program 4.41% 7.96% 4.68% 8.24%

For all membership classes, except the DROP and certain members with renewed membership,
employees contribute three percent of their compensation towards retirement.®2

After employer and employee contributions are placed into the FRS Contributions Clearing Trust
Fund, the allocations under the investment plan are transferred to third-party administrators to be
placed in the employee’s individual investment accounts, whereas contributions under the
pension plan are transferred into the FRS Trust Fund.*3

30 Section 121.71(4) and (5), F.S.

31 etter to Ms. Shirley Beauford, Re: Blended Proposed Statutory Rates for the 2019-2020 Plan Year Reflecting a Uniform
UAL Rate for All Membership Classes and DROP, dated December 4, 2018 (on file with the Senate Committee on
Governmental Oversight and Accountability).

32 Section 121.71(3), F.S.

33 See ss. 121.4503 and 121.72(1), F.S.
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Effect of Proposed Changes:

The bill modifies the employer-paid contributions for FRS retirement benefits.

Section 1 amends s. 121.71, F.S., to set the employer-paid contributions to the Florida
Retirement System Trust Fund for each membership class of the FRS. The bill also updates the
required employer retirement contribution rates for each membership class to address the
unfunded actuarial liabilities.

Section 2 provides findings that the bill fulfills an important state interest.

Section 3 provides the bill takes effect July 1, 2019.

Constitutional Issues:

A.

Municipality/County Mandates Restrictions:

Article VII, s. 18(a) of the State Constitution provides that: “No county or municipality
shall be bound by any general law requiring such county or municipality to spend
funds...unless the legislature has determined that such law fulfills an important state
interest and unless: ...the expenditure is required to comply with a law that applies to all
persons similarly situated....”

This bill includes legislative findings that the bill fulfills important state interests, and the
bill applies to all persons similarly situated (those employers participating in the Florida
Retirement System), including state agencies, school boards, community colleges,
counties, and municipalities.

Public Records/Open Meetings Issues:
None.

Trust Funds Restrictions:

None.

State Tax or Fee Increases:

This bill does not impose, authorize to impose, or raise a state tax or fee. Thus, the
requirements of Art. Il1, s. 19 of the State Constitution are not applicable.

Other Constitutional Issues:

None identified.
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V. Fiscal Impact Statement:

A. Tax/Fee Issues:
None.

B. Private Sector Impact:
None.

C. Government Sector Impact:

Florida Retirement System

The aggregate employer contributions anticipated to be paid into the Florida Retirement
System Trust Fund in Fiscal Year 2019-2020 will increase by approximately $123.3
million when compared to the employer contributions paid in Fiscal Year 2018-2019.
The impacts by employer group for Fiscal Year 2019-2020 are noted below.

Employer Additional
Group Contributions
State Agencies $23.7m
Universities $6.0 m
Colleges $3.1m
School Boards $35.0m
Counties $48.1m
Other $7.3m
Total $123.3 m
VI. Technical Deficiencies:
None.
VII. Related Issues:
None.
VIII. Statutes Affected:

This bill substantially amends section 121.71 of the Florida Statutes.
IX. Additional Information:

A. Committee Substitute — Statement of Changes:
(Summarizing differences between the Committee Substitute and the prior version of the bill.)

None.
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B. Amendments:

None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.




0 J o 0w N

11
12
13
14
15
16
17

18

19

20

21

Florida Senate - 2019

(PROPOSED BILL) SPB 7016

FOR CONSIDERATION By the Committee on Governmental Oversight and

Accountability

585-00745A-19

systems; amending s.

121.71 Uniform rates;

Membership Class

Regular Class

Special Risk Class

Section 1. Subsections

20197016pb

A bill to be entitled
An act relating to state-administered retirement
F.S.; revising required
employer retirement contribution rates for each
membership class and subclass of the Florida
Retirement System; providing a declaration of

important state interest; providing an effective date.

Be It Enacted by the Legislature of the State of Florida:

(5) of section 121.71,

Florida Statutes, are amended to read:

calculations; levy.—

(4) Required employer retirement contribution rates for
each membership class and subclass of the Florida Retirement

System for both retirement plans are as follows:

Percentage of
Gross
Compensation,
Effective
July 1, 2019 2648
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Florida Senate - 2019

585-00745A-19
Special Risk
Administrative

Support Class

Elected Officers’ Class—
Legislators, Governor,
Lt. Governor,

Cabinet Officers,
State Attorneys,

Public Defenders

Elected Officers’ Class—

Justices, Judges

Elected Officers’ Class—

County Elected Officers

Senior Management Class

DROP

Membership Class

(PROPOSED BILL) SPB 7016

20197016pb

12.30% 12-60%

(5) In order to address unfunded actuarial liabilities of
the system, the required employer retirement contribution rates
for each membership class and subclass of the Florida Retirement

System for both retirement plans are as follows:

Percentage of
Gross

Compensation,

Page 2 of 4
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Florida Senate - 2019 (PROPOSED BILL) SPB 7016

585-00745A-19 20197016pb
Effective
July 1, 2019 26%8

Regular Class 3.56% 3=-56%
Special Risk Class 11.14% 16-66%

Special Risk
Administrative
Support Class 33.26% 29-62%

Elected Officers’ Class—
Legislators, Governor,
Lt. Governor,
Cabinet Officers,
State Attorneys,
Public Defenders 47.64% 48-38%

Elected Officers’ Class—
Justices, Judges 27.98% 29-65%

Elected Officers’ Class—
County Elected Officers 38.37% 38-48%

Senior Management Service
Class 19.09% +7-89%
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Florida Senate - 2019 (PROPOSED BILL) SPB 7016

585-00745A-19 20197016pb
DROP 8.24% F=96%

Section 2. The Legislature finds that a proper and

legitimate state purpose is served when employees, officers, and

retirees of the state and its political subdivisions, and the

dependents, survivors, and beneficiaries of such employees,

officers, and retirees, are extended the basic protections

afforded by governmental retirement systems. These persons must

be provided benefits that are fair and adequate and that are

managed, administered, and funded in an actuarially sound manner

as required by s. 14, Article X of the State Constitution and

part VII of chapter 112, Florida Statutes. Therefore, the

Legislature determines and declares that this act fulfills an

important state interest.

Section 3. This act shall take effect July 1, 2019.
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. = ] 111 SW Fifth Avenue, Suite 3700
Portland, OR 97204
Tel 503 227 0634
1301 Fifth Avenue, Suite 3800

Seattle, WA 98101
Tel 206 624 7940

milliman.com

December 4, 2018

Via E-Mail

Ms. Shirley Beauford
Interim State Retirement Director
Florida Department of Management Services, Division of Retirement

Re: Blended Proposed Statutory Rates for the 2019-2020 Plan Year Reflecting a
Uniform UAL Rate for All Membership Classes and DROP

Dear Director Beauford:

As requested, we have calculated the uniform or “blended” proposed statutory employer rates for the
2019-2020 plan year based on the statutory contributions for the FRS Investment Plan and the actuarially
calculated 2019-2020 rates for the defined benefit FRS Pension Plan, as specified in the FRS 2018
Actuarial Valuation Report. The blended rates reflect a uniform Unfunded Actuarial Liability (UAL)
Contribution Rate for all payroll bases on which the Blended UAL Contribution Rate is assessed.

Analysis

We determined the uniform blended 2019-2020 employer rate for each membership class and subclass
of the Florida Retirement System by projecting contributions for both the FRS Pension Plan and the FRS
Investment Plan. We did this by dividing the projected combined amount that would be contributed for
both the FRS Pension Plan and the FRS Investment Plan by the total projected combined payroll for both
plans. The uniform blended rate calculation assumes plan year 2019-2020 contributions for the FRS
Pension Plan will be made at the actuarially calculated rate levels. The actuarially calculated rate levels
are based on the July 1, 2018 actuarial valuation of the FRS Pension Plan, as presented in Table 4-11 of
the FRS 2018 Actuarial Valuation Report. The FRS Investment Plan rates are the sum of the rates in
Sections 121.72, 121.73, and 121.735 of Florida Statutes and assume those rates continue in effect
during plan year 2019-2020. The employer contribution rates shown in the attached table are net of the
3% of payroll employee contribution rate.

The payroll for some employee groups is subject to only the UAL Cost component of the FRS Pension
Plan’s contribution rate (e.g. participants in SUSORP, SMSOAP, and SCCORP, and reemployed retirees
not eligible for renewed membership in a state-sponsored retirement program). The payroll for those
employee groups is included in the calculation of the Blended UAL Contribution Rate, but is excluded
from the calculation of the Blended Normal Cost Contribution Rate.

Based on the data provided to us for this study, as of July 1, 2018 FRS Investment Plan payroll
comprised between 17% and 18% of total payroll. On a headcount basis, FRS Investment Plan members
constitute between 19% and 20% of active FRS membership.

This work product was prepared solely for the Florida Department of Management Services for the purposes stated herein, and may not be appropriate
to use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman
recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman work product.
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Results

Table | shows the results of our study based on actual levels of participation in the FRS Pension Plan and
the FRS Investment Plan as of July 1, 2018, projected to plan year 2019-2020 using the long-term payroll
growth assumption of 3.25%. Please note, Senate Bill 7022 enacted by the 2017 Florida legislature
changed the default plan for initial enrollments on and after January 1, 2018 from the FRS Pension Plan
to the FRS Investment Plan for all membership classes other than Special Risk. The enactment may
change future rates of payroll growth as new entrants who would have defaulted into the FRS Pension
Plan under prior statute will now default into the FRS Investment Plan in the absence of an active
election. Due to the effective date of the enactment and the election window afforded to newly enrolled
members, any potential long-term changes in future enrollment patterns are not known at the time of
publication of this study. Further, any potential resulting shift in plan membership for post-2017 enrollees
would not be anticipated to materially affect the calculated blended rates for the 2019-2020 plan year,
which are the focus of this study.

Section A of the table includes the Normal Cost Rates developed in the July 1, 2018 funding actuarial
valuation of the FRS Pension Plan. Section A does not include the UAL Cost. UAL Cost Rates are
applied to a larger total payroll than the Normal Cost Rates and are developed in a later section. Section
A, line 3 shows the total employer Normal Cost of the FRS Pension Plan as the product of Normal Cost
Rates and projected Normal Cost payroll.

Similarly, Section B calculates the total employer cost of the FRS Investment Plan as the product of
applicable employer contribution rates in effect since July 1, 2017 and the projected FRS Investment Plan
payroll. FRS Investment Plan payroll is projected as described above.

Section C of the table shows the sum of the FRS Pension Plan employer Normal Cost and FRS
Investment Plan employer cost as dollars and as a percentage of total projected combined payroll (FRS
Pension Plan projected Normal Cost payroll plus FRS Investment Plan projected payroll).

Section D of the table shows the UAL Cost as of July 1, 2018 of the FRS Pension Plan, as shown in
Table 4-11 of the FRS 2018 Actuarial Valuation Report.

Section E shows the projected payroll of the FRS Investment Plan. There is no UAL Cost attributable to
the FRS Investment Plan.

Section F calculates the “Blended” UAL Cost as dollars and as a percentage of total payroll (FRS Pension
Plan projected UAL payroll plus FRS Investment Plan projected payroll).

Section G shows the Total “Blended” Contribution Rates as the sum of the “Blended” Normal Cost
Contribution Rates from Line (C3) and the “Blended” UAL Contribution Rates from Line (F3). The
employers of employee groups subject to only the UAL Contribution Rate would contribute the “Blended”
UAL Contribution Rates shown in Line (G2) of the table on applicable payroll. The Total “Blended”
Contribution Rates shown in Line (G3) of the table will be applied to all other payroll subject to employer
contributions.

This work product was prepared solely for the Florida Department of Management Services for the purposes stated herein, and may not be appropriate
to use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman
recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman work product.
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The contribution rates shown in Table | exclude the 0.06% contribution rate for FRS Investment Plan
administration and education (applied to all classes except DROP) and the 1.66% contribution rate for the
Florida Retiree Health Insurance Subsidy (HIS) program, which apply across the board to the FRS
Pension Plan and the FRS Investment Plan.

The calculations are based on census and payroll data provided to us by the Florida Department of
Management Services, Division of Retirement for the July 1, 2018 actuarial valuation. We have not
audited or verified this data and other information. If the underlying data or information is inaccurate or
incomplete, the results of our analysis may likewise be inaccurate or incomplete. These calculations are
based on the Ultimate Entry Age actuarial cost allocation method, as described in the FRS 2018 Actuarial
Valuation Report for use in developing 2019-2020 actuarially calculated contribution rates for the FRS
Pension Plan.

We performed a limited review of the data used directly in our analysis for reasonableness and
consistency and have not found material defects in the data. If there are material defects in the data, it is
possible that they would be uncovered by a detailed, systematic review and comparison of the data to
search for data values that are questionable or for relationships that are materially inconsistent. Such a
review was beyond the scope of our assignment.

Except where otherwise noted in this letter, this analysis is based on the FRS Pension Plan provisions,
actuarial methods and actuarial assumptions as summarized in the FRS 2018 Actuarial Valuation Report
as published on December 3, 2018. Further, the data used in these calculations were based on FRS
Pension Plan data as summarized in the FRS 2018 Actuarial Valuation Report and FRS Investment Plan
census data as of July 1, 2018 as provided to us by the Florida Department of Management Services,
Division of Retirement. The results of our study depend on future experience conforming to those
actuarial assumptions discussed earlier in this letter. Future actuarial measurements may differ
significantly from the current measurements presented in this analysis due to many factors, including:
plan experience differing from that anticipated by the economic or demographic assumptions; changes in
economic or demographic assumptions; increases or decreases expected as part of the natural operation
of the methodology used for these measurements (such as the end of an amortization period) and
changes in plan provisions or applicable law. Due to the limited scope of our assignment, we did not
perform an analysis of the potential range of future measurements.

Milliman’s work product was prepared exclusively for the internal business use of Florida Department of
Management Services, Division of Retirement. It is a complex technical analysis that assumes a high
level of knowledge concerning the Florida Retirement System’s operations, and uses Division data, which
Milliman has not audited. To the extent that Milliman’s work is not subject to disclosure under applicable
public record laws, Milliman’s worked may not be provided to third parties without Milliman’s prior written
consent. Milliman does not intend to benefit or create a legal duty to any third party recipient of its work
product. Milliman’s consent to release its work product to any third party may be conditioned on the third
party signing a Release, subject to the following exceptions:

(&) The Florida Department of Management Services, Division of Retirement may provide a copy of
Milliman’s work, in its entirety, to the System’s professional service advisors who are subject to a duty
of confidentiality and who agree to not use Milliman’s work for any purpose other than to benefit the
System.

This work product was prepared solely for the Florida Department of Management Services for the purposes stated herein, and may not be appropriate
to use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman
recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman work product.
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(b) The Florida Department of Management Services, Division of Retirement may provide a copy of
Milliman’s work, in its entirety, to other governmental entities, as required by law.

No third party recipient of Milliman’s work product should rely upon Milliman’s work product. Such
recipients should engage qualified professionals for advice appropriate to their own specific needs.

The consultants who worked on this assignment are pension actuaries. Milliman’s advice is not intended
to be a substitute for qualified legal or accounting counsel.

The signing actuaries are independent of the plan sponsor. We are not aware of any relationship that
would impair the objectivity of our work.

We are consulting actuaries for Milliman, Inc. We are also members of the American Academy of
Actuaries, and meet their Qualification Standards to render the actuarial opinion contained herein.

Please call if you would like to further discuss this project.

Respectfully submitted,

] prrr— Tl Lne

Matt Larrabee, FSA, EA, MAAA Daniel Wade, FSA, EA, MAAA
Principal and Consulting Actuary Principal and Consulting Actuary

%ﬂﬂw et ﬁ-‘.’-u‘uf&':«_.»
)

Kathryn Hunter, FSA, EA, MAAA
Consulting Actuary

Enclosures

This work product was prepared solely for the Florida Department of Management Services for the purposes stated herein, and may not be appropriate
to use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman
recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman work product.



TABLE I
(Page 1 of 2)

FLORIDA RETIREMENT SYSTEM
FISCAL IMPACT ANALYSIS

Blended Proposed Statutory Normal Cost Plus UAL Rates for 2019-2020 Plan Year
Please see the attached letter for details regarding data, i and plan provisi used
(Dollars in Thousands)

Special Risk === Elected Officers' Class---- Senior Composite Composite
Regular Special Risk  Administrative Judicial Leg-Atty-Cab Local Management (excluding DROP) DROP (including DROP)
Blended Proposed Statutory Normal Cost Contribution Rates
A. Defined Benefit FRS Pension Plan Normal Cost
1. Employer Cost
a. Normal Cost Rate * 3.09% 12.36% 3.26% 12.46% 6.61% 8.63% 4.47% 4.68% 4.68% 4.68%
b. Rate Reduction Techniques 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
c. Total Adjusted Contribution Rate 2
-PYE 2020 3.09% 12.36% 3.26% 12.46% 6.61% 8.63% 4.47% 4.68% 4.68% 4.68%
2. Projected Payroll $20,408,366 $4,108,361 $3,480 $112,211 $7,150 $45,814 $551,964 $25,237,346 $2,295,800 $27,533,146
3. Total Employer Normal Cost [(1c) x (2)]
-PYE 2020 $630,619 $507,793 $113 $13,981 $473 $3,954 $24,673 41,181,606 $107,443 $1,289,049
B. Defined Contribution FRS Plan (IP) Employer Cost
1. Employer Rates effective July 1, 2017
(Sec 121.72, Sec 121.73 and Sec 121.735) 3.60% 13.48% 5.43% 11.05% 6.94% 8.95% 4.98% 4.93% 0.00% 4.93%
2. Projected Payroll $4,960,465 $753,373 $708 $14,552 $1,707 $19,950 $197,449 $5,948,204 $0 $5,948,204
3. Total Employer Cost [(1) x (2)]
-PYE 2020 $178,577 $101,555 $38 $1,608 $118 $1,786 $9,833 $293,515 $0 $293,515
C. Total System Normal Cost (FRS Pension Plan + FRS Investment Plan)
1. Total Normal Cost Contribution [(A3) + (B3)] $809,196 $609,348 $151 $15,589 $591 $5,740 $34,506 $1,475,121 $107,443 $1,582,564
2. Total System Projected Payroll [(A2) + (B2)] $25,368,831 $4,861,734 $4,188 $126,763 48,857 $65,764 $749,413  $31,185,550 $2,295,800 $33,481,350
3. "Blended" Normal Cost Contribution Rate
As a Percentage of Total Payroll [(C1) / (C2)] * 3.19% 12.53% 3.61% 12.30% 6.67% 8.73% 4.60% 4.73% 4.68% 4.73%

1As reported in the July 1, 2018 actuarial valuation report - Table 4-11
2 Rates shown do not include the Health Insurance Subsidy contribution rate or FRS Investment Plan education and administration assessment.

This work product was prepared solely for the Florida Department of Management Services for the purposes stated herein, and may not be appropriate to use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties
who receive this work. Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman work product.
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TABLE I
(Page 2 of 2)
FLORIDA RETIREMENT SYSTEM
FISCAL IMPACT ANALYSIS

Blended Proposed Statutory Normal Cost Plus UAL Rates for 2019-2020 Plan Year
Please see the attached letter for details regarding data, i and plan provisi used
(Dollars in Thousands)

Special Risk === Elected Officers' Class---- Senior Composite Composite
Regular Special Risk  Administrative Judicial Leg-Atty-Cab Local Management (excluding DROP) DROP (including DROP)
Blended Proposed Statutory UAL Contribution Rates
D. Defined Benefit FRS Pension Plan UAL Contribution
1. Employer UAL Contribution Rate *** 4.30% 13.17% 40.04% 31.59% 58.20% 53.62% 25.75% 6.21% 8.24% 6.36%
2. Projected Payroll $23,850,651 $4,128,510 $3,480 $112,680 $7,707 $50,181 $566,224 $28,719,433 $2,295,800 $31,015,233
3. Total Employer UAL Contribution [(1) x (2)]
-PYE 2020 $1,025,578 $543,725 $1,393 $35,596 $4,485 $26,907 $145,803 41,783,487 $189,174 $1,972,661
E. Defined Contribution FRS Investment Plan Projected Payroll $4,960,465 $753,373 $708 $14,552 $1,707 $19,950 $197,449 $5,948,204 $0 $5,948,204
F. Total System UAL Contribution (FRS Pension Plan + FRS Investment Plan)
1. Total UAL Contribution [(D3)] $1,025,578 $543,725 $1,393 $35,596 $4,485 $26,907 $145,803 $1,783,487 $189,174 $1,972,661
2. Total System Projected Payroll [(D2) + (E)] $28,811,116 $4,881,883 $4,188 $127,232 $9,414 $70,131 $763,673 $34,667,637 $2,295,800 $36,963,437
3. "Blended" UAL Contribution Rate
As a Percentage of Total Payroll [(F1) / (F2)] * 3.56% 11.14% 33.26% 27.98% 47.64% 38.37% 19.09% 5.14% 8.24% 5.34%
Blended Proposed Statutory Uniform Contribution Rates *
G: Total Employer Contribution Rate (FRS ion Plan + FRS Plan)
1. "Blended" Normal Cost Contribution Rate [(C3)] 3.19% 12.53% 3.61% 12.30% 6.67% 8.73% 4.60% 4.73% 4.68% 4.73%
. "Blended" UAL Contribution Rates [(F3)] 3.56% 11.14% 33.26% 27.98% 47.64% 38.37% 19.09% 5.14% 8.24% 5.34%
3. Total Blended Contribution Rate *
-PYE 2020 [(G1) + (G2)] 6.75% 23.67% 36.87% 40.28% 54.31% 47.10% 23.69% 9.87% 12.92% 10.07%

* As reported in the July 1, 2018 actuarial valuation report - Table 4-11
2 Rates shown do not include the Health Insurance Subsidy contribution rate or FRS Investment Plan education and administration assessment.
3 Employers of employee groups subject to only the UAL contribution rate will pay the rates shown in line (G2).

This work product was prepared solely for the Florida Department of Management Services for the purposes stated herein, and may not be appropriate to use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties
who receive this work. Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman work product.

MILLIMAN 12/4/2018



The Florida Senate

BILL ANALYSIS AND FISCAL IMPACT STATEMENT

(This document is based on the provisions contained in the legislation as of the latest date listed below.)

Prepared By: The Professional Staff of the Committee on Governmental Oversight and Accountability

BILL: SPB 7014

INTRODUCER:  Governmental Oversight and Accountability Committee

SUBJECT: Government Accountability
DATE: February 5, 2019 REVISED:
ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Ponder McVaney GO Submitted as Comm. Bill/Fav
Summary:

SPB 7014 amends various statutes to enhance government accountability and auditing processes

based on recommendations noted in recent reports by the Auditor General. The bill:

e Authorizes the Governor or Commissioner of Education, or designee, to notify the Joint
Legislative Auditing Committee if an entity fails to comply with certain auditing and
financial reporting requirements;

e Provides definitions for the terms “abuse,” “fraud,” and “waste;”

e Adds tourist development council and county tourism promotion agency to the definition of
“local government entity” to clarify that the Auditor General has authority to audit the
entities;

e Removes water management districts from the definition of local government entities for the
purposes audit cycles and follow-up reviews;

e Requires the Florida Clerks of Court Operations Corporation to notify the Legislature
quarterly if a clerk is not meeting workload performance standards;

e Requires each agency, the judicial branch, the Justice Administrative Commission, state
attorneys, public defenders, criminal conflict and civil regional counsel, capital collateral
regional counsel, the Guardian Ad Litem program, local governmental entities, charter
schools, school districts, Florida College System institutions, and state universities to
establish and maintain internal controls designed to prevent and detect fraud, waste, and
abuse;

e Requires counties, municipalities, special districts, and water management districts to
maintain certain budget documents on their websites for specified timeframes;

e Revises the monthly financial statement requirements for water management districts;

e Provides that the Department of Financial Services may request additional information from
local government entities when preparing its annual verified report;

¢ Revises the membership, and restrictions thereof, for an audit committee of a county,
municipality, special district, district school board, charter school, or charter technical career
center;
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e Specifies that the definition of fraud, waste and abuse set forth in s. 2 of the bill apply to s.
1001.42, F.S.

¢ Requires completion of an annual financial audit of the Florida Virtual School; and

e Requires the Florida College System and Florida State University System to comply with
s. 110.1127, F.S., for employee background screenings.

Present Situation:

Various statutes ensure government accountability of state and local governments. For example,
the Auditor General conducts audits of accounts and records of state agencies, state universities,
state colleges, district school boards, and others as directed by the Joint Legislative Auditing
Committee. The Auditor General conducts operational and performance audits on public records
and information technology systems. The Auditor General also reviews all audit reports of local
governmental entities, charter schools, and charter technical career centers. Other statutes require
publishing of government budgets and other information online and require government entities
to follow certain practices to promote efficiency and compliance within the entity.

Due to the disparate issues in the bill, the “Present Situation” for each bill section is discussed
below in conjunction with the “Effect of Proposed Changes.”

Effect of Proposed Changes:
Legislative Oversight (Sections 1, 2, and 3)

Present Situation

The position of Auditor General is established by Art. 111, s. 2 of the State Constitution. The
Auditor General is appointed to office to serve at the pleasure of the legislature, by a majority
vote of the members of the Joint Legislative Auditing Committee, subject to confirmation by
both houses of the legislature.! The appointment of the Auditor General may be terminated at
any time by a majority vote of both houses of the legislature.? At the time of appointment, the
Auditor General must have been certified under the Public Accountancy Law in Florida for a
period of at least 10 years and may not have less than 10 years’ experience in an accounting- or
auditing-related field.?

The Auditor General must conduct audits, examinations, or reviews of government programs* as
well as audit the accounts and records of state agencies, state universities, state colleges, district
school boards, and others as directed by the Joint Legislative Auditing Committee.® The Auditor
General conducts operational and performance audits on public records and information
technology systems and reviews all audit reports of local governmental entities, charter schools,
and charter technical career centers.®

! Section 11.42(2), F.S.

2 Section 11.42(5), F.S.

3 Section 11.42(2), F.S.

4 Section 11.45(7), F.S.

5 Section 11.45(2)(d)-(f), F.S.
6 Section 11.45(7)(b), F.S.
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Various statutory provisions require the Auditor General to compile and submit reports. For
example, the Auditor General must annually compile and transmit to the President of the Senate,
the Speaker of the House of Representatives, and the Joint Legislative Auditing Committee a
summary of significant findings and financial trends identified in audit reports.” The Auditor
General also must compile and transmit to the President of the Senate, Speaker of the House of
Representatives, and Joint Legislative Auditing Committee an annual report by December 1. The
report must include a two-year work plan identifying the audit and other accountability activities
to be undertaken and a list of statutory and fiscal changes recommended by the Auditor General.®
In addition, the Auditor General must transmit recommendations at other times during the year
when the information would be timely and useful to the Legislature.®

The annual report for the Auditor General for November 1, 2017, through October 31, 2018,
contained the following recommendation:°

The Legislature should consider amending applicable Florida Statutes to
establish in law the responsibility of each state and local government for
the establishment and maintenance of management systems and internal
controls designed to prevent and detect fraud, waste, and abuse; promote
and encourage compliance with applicable laws, rules, contracts, grant
agreements, and best practices; support economical and efficient
operations; ensure reliability of financial records and reports; and
safeguard assets.

Section 11.45, F.S., defines the types of audits the Auditor General may conduct, requires certain
state and local governmental audits to be conducted, and specifies the frequency with which the
audits must occur. The Auditor General also may conduct other audits he or she determines to be
appropriate.

Following notification by the Auditor General, the Department of Financial Services (DFS), or
the Division of Bond Finance of the State Board of Administration of the failure of a local
governmental entity, district school board, charter school, or charter technical career center to
comply with applicable auditing, financial reporting, bond issuance notification, or bond
verification provisions or the failure to disclose a financial emergency or provide information
required during a financial emergency,!! the Joint Legislative Auditing Committee may schedule
a hearing to determine whether the entity should be subject to further state action. For purposes
of s. 11.45, F.S., the term “local governmental entity” means a county agency, municipality, or

7 Section 11.45(7)(f), F.S.

8 Section 11.45(7)(h), F.S.

°1d.

10 Annual Report, Florida Auditor General, at page 9. A copy of the report can be found online at:
https://flauditor.gov/pages/pdf_files/annual%20report%202018.pdf (last visited January 18, 2019).

11 Section 11.45, F.S., governs certain audits to be conducted by the Auditor General. Section 218.32(1), F.S., requires annual
financial reports from local governmental entities. Section 218.38, F.S., requires notice of bond issuance and contains
verification requirements. Section 218.503(3), F.S., requires certain entities to disclose a financial emergency and provide
certain information concerning a financial emergency.
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special district as defined in s. 189.012, F.S.,*2 but does not include any housing authority
established under ch. 421, F.S.

The Auditor General is also required to annually transmit, by July 15, to the President of the
Senate, the Speaker of the House of Representatives, and the DFS a list of all school districts,
charter schools, charter technical career centers, Florida College System institutions, state
universities, and water management districts that have failed to comply with certain transparency
requirements.

Effect of the Bill

Section 1 amends s. 11.40, F.S., to authorize the Governor or his or her designee, and the
Commissioner of Education or his or her designee, to notify the Joint Legislative Auditing
Committee that a local governmental entity, district school board, charter school, or charter
technical career center has failed to comply with applicable auditing, financial reporting, bond
issuance notification, or bond verification provisions or failed to disclose a financial emergency
or provide information required during a financial emergency. Upon such notification the Joint
Legislative Auditing Committee may consider whether the entity should be subject to further
state action.

Section 2 amends s. 11.45, F.S., to define the terms abuse, fraud, and waste. These terms are
related to the internal controls various government entities must establish and maintain to
prevent and detect fraud, waste, and abuse.

This section specifically includes tourist development council and county tourism promotion
agency within the definition of “local governmental entity.” With this definition, the Auditor
General clearly has the authority to conduct audits or other engagements of tourist development
councils and county tourism promotion agencies.

This section exempts water management districts from being subject to audits as a local
government entities conducted pursuant to s. 11.45(2)(j), F.S. With this change, the districts will
continue to be subject to periodic audits authorized by s. 11.45(2)(f), F.S.,*2 and the Auditor
General will follow up on prior audit findings at the next schedule audit rather than 18 months
after the completion of the latest audit.

This section expands the list of entities that must be included in the Auditor General report
concerning entities that fail to comply with transparency requirements in s. 11.45, F.S,, to
include all local governmental entities rather than just the water management districts.

12 Section 189.012(6), F.S., defines a “special district” to mean a unit of local government created for a special purpose, as
opposed to a general purpose, which has jurisdiction to operate within a limited geographic boundary and is created by
general law, special act, local ordinance, or by rule of the Governor and Cabinet. The term does not include a school district,
a community college district, a special improvement district created pursuant to s. 285.17, F.S., a municipal service taxing or
benefit unit as specified in s. 125.01, F.S., or a board which provides electrical service and which is a political subdivision of
a municipality or is part of a municipality.

13 Section 11.45(2)(f), F.S., states in part that at least every three years, the Auditor General shall conduct operational audits
of the accounts and records of water management districts.
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Section 3 amends s. 11.47, F.S., to expand the activities that are punishable as a crime to include
willful failure or refusal to provide the Auditor General access to an employee, officer, or agent
of an entity as a first-degree misdemeanor punishable as provided in s. 775.082 or s. 775.083,
F.S.

Florida Clerks of Court Operations Corporation (Section 4)

Present Situation

Currently, s. 28.35, F.S., requires the Florida Clerks of Court Operations Corporation
(corporation) to develop and certify a uniform system of workload measures and applicable
workload standards for court-related functions as developed by the corporation and clerk
workload performance in meeting the workload performance standards. These workload
measures and workload performance standards must be designed to facilitate an objective
determination of the performance of each clerk in accordance with minimum standards for fiscal
management, operational efficiency, and effective collection of fines, fees, service charges, and
court costs. The corporation must develop the workload measures and workload performance
standards in consultation with the legislature. When the corporation finds a clerk has not met the
workload performance standards, the corporation must identify the nature of each deficiency and
any corrective action recommended and taken by the affected clerk of the court. The corporation
must notify the legislature of any clerk not meeting workload performance standards and provide
a copy of any corrective action plans.

Effect of the Bill

Section 4 amends s. 28.35, F.S., to require the corporation to provide a copy of any corrective
action plans for any clerk not meeting the workload performance standards within 45 days after
the end of each quarter. The section is also amended to clarify that the applicable quarters end on
the last day of March, June, September, and December of each year.

Internal Controls to Prevent and Detect Fraud, Waste, and Abuse (Sections 5, 9, 13, 16, 17,
and 19)

Present Situation
State Agencies and the Judicial Branch

Section 215.86, F.S., requires each state agency and the judicial branch as defined in s. 216.011,
F.S., to establish and maintain management systems and controls that promote and encourage
compliance; economic, efficient, and effective operations; reliability of records and reports; and
safeguarding of assets. It requires accounting systems and procedures to be designed to fulfill the
requirements of generally accepted accounting principles.

Local Governmental Entities

Section 218.33, F.S., requires each local governmental entity to begin its fiscal year on October 1
and end it on September 30. Section 218.33(2), F.S., requires each local governmental entity to
follow uniform accounting practices and procedures as provided by rule of DFS to assure the use
of proper accounting and fiscal management by such units. Such rules must include a uniform
classification of accounts.
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Charter Schools

Section 1002.33, F.S., authorizes charter schools as part of Florida’s state program of education.
In addition to creating charter schools, that section also imposes certain requirements on charter
schools. In pertinent part, the law provides that the governing body of a charter school is
responsible for:

e Ensuring that the charter school has retained a certified public accountant or auditor to
perform its annual audit;

Reviewing and approving the audit report;

Establishing a corrective plan, if necessary;

Monitoring a financial recovery plan to ensure compliance; and

Participating in governance training approved by the Department of Education, which must
include government in the sunshine, conflicts of interest, ethics, and financial
responsibility.*4

School Districts, Florida College System Institutions, and State Universities

Current law requires the financial records and accounts of each school district, Florida College
System institution, and other institution or agency under the supervision of the State Board of
Education (SBE) to be prepared and maintained as prescribed by law and rules of the SBE. The
financial records and accounts of each state university under the supervision of the Board of
Governors (BOG) must be prepared and maintained as prescribed by law and rules of the BOG.
Rules of the SBE and rules of the BOG must incorporate the requirements of law and accounting
principles generally accepted in the United States and must include a uniform classification of
accounts. Each state university must annually file with the BOG financial statements prepared in
conformity with these requirements. The BOG’s rules must prescribe the filing deadline for the
financial statements. The required financial accounts and reports must include provisions that are
unique to K-12 school districts, Florida College System institutions, and state universities.'®

Justice Administrative Commission

The Justice Administrative Commission (Commission) is created in s. 43.16, F.S. As one of its
duties, the Commission is charged with maintaining a central state office for administrative
services and assistance on behalf of state attorneys and public defenders, the capital collateral
regional counsel, the criminal conflict and civil regional counsel, and the Guardian Ad Litem
Program.'® Additionally, the Commission records and submits certain documents prepared by a
state attorney, public defender, or criminal conflict and civil regional counsel or the Guardian Ad
Litem Program, including necessary budgets, vouchers that represent valid claims for
reimbursement by the state for authorized expenses, and other things incidental to the proper
administrative operation of the office, such as revenue transmittals to the Chief Financial Officer
and automated systems plans.’

14 Section 1002.33(9)(j), F.S.
15 Section 1010.01, F.S.

16 Section 43.16(5)(a), F.S.
17 Section 43.16(5)(b), F.S.
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Effect of the Bill

Sections 5, 9, 13, 17, and 19 amend ss. 43.16, 215.86, 218.33, 1002.33, and 1010.01, F.S.,

respectively, to require state agencies, the judicial branch, local governmental entities, charter

schools, school districts, Florida College System institutions, state universities, the Commission,

each state attorney, each public defender, the criminal conflict and civil regional counsel, the

capital collateral regional counsel, and the Guardian Ad Litem Program to establish and maintain

internal controls designed to:

e Prevent and detect fraud, waste, and abuse, as defined in's. 11.45(1), F.S.;

e Promote and encourage compliance with applicable laws, rules, contracts, grant agreements,
and best practices;

e Support economical and efficient operations;

e Ensure reliability of financial records and reports; and

e Safeguard assets.

Section 16 amends s. 1001.42, F.S., to specify that internal controls designed to prevent and
detect fraud, waste, and abuse meet the definition provided in s. 11.45(1), F.S.

Online Posting of Governmental Budgets (Sections 6, 7, 8, and 15)

Present Situation
Counties and Municipalities

Counties'® and municipalities® are required to post their tentative budgets on their websites two
days prior to consideration of the budget at a public hearing. The final budget of a county or
municipality must be posted on its website within 30 days after adoption. An amendment to a
budget must be posted to the website within five days of adoption.2° Current law does not specify
how long these documents must remain available on the website.

Water Management Districts

Chapter 373, F.S., governs Florida’s water resource management and authorizes the creation of
water management districts, which are given taxing authority. A water management district is
defined as “any flood control, resource management, or water management district” operating
under the authority of ch. 373, F.S.2! There are five water management districts in Florida:
Northwest Florida, Suwanee River, St. Johns River, Southwest Florida, and South Florida.??
Section 373.536, F.S., governs the budget process for water management districts and requires a
water management district’s tentative budget to be posted on the water management district’s
website at least two days before budget hearings are conducted. The law requires a water
management district’s final adopted budget to be posted on the water management district’s
official website within 30 days after adoption.

18 Section 129.03, F.S.

19 Section 166.241, F.S.

20 Sections 129.06(2)(f)2., 166.241(5), and 189.016(7), F.S.
21 Section 373.019(23), F.S.

22 Section 373.069(1), F.S.



BILL: SPB 7014 Page 8

Effect of the Bill

Sections 6, 7, 8, and 15 amend ss. 129.03, 129.06, 166.241, and 373.536, F.S., respectively, to
require the various budgets remain accessible on a county, municipality or water management
district’s website for certain time periods. Specifically, a tentative budget must remain on an
entity’s website for at least 45 days and final budget or an adopted amendment to a budget must
remain on the website for at least two years.

Florida Single Audit Act (Section 10)

Present Situation

The Florida Single Audit Act, codified in's. 215.97, F.S., is designed to:

e Establish uniform state audit requirements for state financial assistance provided by state
agencies to nonstate entities to carry out state projects;

e Promote sound financial management, including effective internal controls, with respect to
state financial assistance administered by nonstate entities;

e Promote audit economy and efficiency by relying to the extent possible on already required
audits of federal financial assistance provided to nonstate entities;

e Provide for identification of state financial assistance transactions in the state accounting
records and recipient organization records;

e Promote improved coordination and cooperation within and between affected state agencies
providing state financial assistance and nonstate entities receiving state assistance; and

e Ensure, to the maximum extent possible, that state agencies monitor, use, and follow-up on
audits of state financial assistance provided to nonstate entities.

Pursuant to the Florida Single Audit Act, certain entities that meet the “audit threshold”
requirements are subject to a state single audit or a project-specific audit. Currently, the “audit
threshold” requires each nonstate entity that expends a total amount of state financial assistance
equal to or in excess of $750,000 in any fiscal year of such nonstate entity to have a state single
audit, or a project-specific audit, for such fiscal year. Every two years, the Auditor General, after
consulting with the Executive Office of the Governor, the DFS, and all state awarding agencies,
IS requirgd to review the threshold amount for requiring audits and may adjust the threshold
amount.

Effect of the Bill

Section 10 amends s. 215.97, F.S., to allow the Auditor General to review the threshold amount
for requiring audits periodically rather than every two years; however, the term “periodically” is
not defined. This section also authorizes the Auditor General to recommend in its annual report

to the legislature a statutory change to revise the threshold amount.

23 Section 215.97(2)(a), F.S.
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Transparency in Government Spending (Section 11)

Present Situation

The Transparency Florida Act (Act), codified in s. 215.985, F.S., requires the Governor, in
consultation with the appropriations committees of the House and Senate, to maintain a central
website providing access to all other websites required to be linked under the Act. It also requires
certain budget information, certain contract information, and minimum functionality standards to
be readily available online. In pertinent part, s. 215.985(11), F.S., requires each water
management district to provide a monthly financial statement to its governing board and make
the statement available for public access on its website.

Effect of the Bill

Section 11 amends s. 215.985, F.S., to require a water management district’s monthly financial
statement to be in the form and manner prescribed by the DFS and requires each water
management district to make the monthly financial statement available to the public on its
website.

Local Governmental Entity Annual Financial Reports (Section 12)

Present Situation

Section 218.32, F.S., requires local governmental entities that are required to provide for an audit
under s. 218.39, F.S., to submit an audit report and annual financial report to the DFS within 45
days after completion of the audit report, but no later than nine months after the end of the fiscal
year. The annual financial report must be signed by the chair of the governing body and the chief
financial officer of the local governmental entity. The law also specifies the information that
must be included in the report.

In addition, the DFS is required to file a verified report with the Governor, the Legislature, the
Auditor General, and the Special District Accountability Program of the Department of
Economic Opportunity showing the revenues, both locally derived and derived from
intergovernmental transfers, and the expenditures of each local governmental entity, regional
planning council, local government finance commission, and municipal power corporation that is
required to submit an annual financial report.?*

The Florida Open Financial Statement System has been authorized. The system will be an
interactive repository for governmental financial statements. The Chief Financial Officer (CFO)
may consult with stakeholders, including the department, the Auditor General, a representative
of a municipality or county, a representative of a special district, a municipal bond investor, and
an information technology professional employed in the private sector for input on the design
and implementation of the system.

Local government entities required to submit an audit report and annual financial report to the
DFS must do so no later than six months after the end of the fiscal year. An extension of the

24 Section 218.32(2), F.S.
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deadline is allowed for up to 90 days if the Governor declares a state of emergency within 30
days of the submission deadline.

Each local government entity must submit an electronic copy of the annual financial report and a
statement certifying the document was timely filed with the DFS to the clerk of the court.
However, these requirements do not apply to a charter county in which the clerk of the court is
not the county auditor. Starting in Fiscal Year 2018-2019, the bill provides that if a local
government entity fails to submit information to the clerk of the court, the clerk must notify the
appropriate fiscal officer of the local government to suspend salary payments to the head of the
local government entity until such time as the information is provided to the clerk. The clerk
must notify the appropriate local fiscal officer to resume payments when the clerk receives the
information.

Effect of the Bill

Section 12 amends s. 218.32, F.S., to authorize the DFS, in preparing the verified report, to
request additional information from a local governmental entity. Any additional information
requested must be provided to the DFS within 45 days after the request. If the local
governmental entity does not comply with the request, the DFS must notify the Joint Legislative
Auditing Committee, which may take action pursuant to s. 11.40(2), F.S.

Local Government Auditor Selection Procedures (Section 14)

Present Situation

Section 218.391, F.S., outlines the process that each local governmental entity, district school
board, charter school, or charter technical career center must follow in selecting an auditor to
conduct the annual financial audit of the entity required by s. 218.39, F.S. Each entity is required
to establish an audit committee to assist the governing body in selecting the auditor. The audit
committee of a noncharter county must consist of each of its constitutional officers and one
member of the board of county commissioners or its designee. The audit committees must
publicly announce requests for proposals for the audit services. The law specifies the factors that
must be considered in selecting the auditor and the procedures for negotiating for compensation.

Effect of the Bill

Section 14 amends s. 218.391, F.S., to require each county’s audit committee to consist of each
county officer elected pursuant to the State Constitution or the county charter, or their respective
designees, and one member of the board of county commissioners or its designee. The section
requires the audit committee for a municipality, special district, district school board, charter
school, or charter technical career center to consist of at least three members, one of whom must
be a member of the governing body of the entity. That member must serve as the audit
committee’s chair. An employee, chief executive officer, or chief financial officer of the county,
municipality, special district, district school board, charter school, or charter technical career
center may not serve as a member of an audit committee.

If an entity fails to select an auditor in compliance with the new process, the Joint Legislative
Auditing Committee must determine whether the entity should be subject to state action pursuant
tos. 11.40(2), F.S.
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The Florida Virtual School (Section 18)

Present Situation

The Florida Virtual School was created to develop and deliver online and distance learning
education.?® The Commissioner of Education is charged with monitoring the Florida Virtual
School. In pertinent part, the law requires the board of trustees to submit an annual report to the
Governor, the Legislature, the Commissioner of Education, and the State Board of Education
(SBE) that must address:

e The operations and accomplishments of the Florida Virtual School within the state and those
occurring outside the state as Florida Virtual School Global,

e The marketing and operational plan for the Florida Virtual School and Florida Virtual School
Global, including recommendations regarding methods for improving the delivery of
education through the Internet and other distance learning technology;

e The assets and liabilities of the Florida Virtual School and Florida Virtual School Global at
the end of the fiscal year;

e A copy of an annual financial audit of the accounts and records of the Florida Virtual School
and Florida Virtual School Global, conducted by an independent certified public accountant
and performed in accordance with rules adopted by the Auditor General;

e Recommendations regarding the unit cost of providing services to students through the
Florida Virtual School and Florida Virtual School Global; and

e Recommendations regarding an accountability mechanism to assess the effectiveness of the
services provided by the Florida Virtual School and Florida Virtual School Global.?

Effect of the Bill

Section 18 amends s. 1002.37, F.S., to require the Florida Virtual School to have an annual
financial audit of its accounts and records conducted by an independent auditor who is a licensed
certified public accountant. The independent auditor must conduct the audit in accordance with
rules adopted by the Auditor General and must prepare an audit report in accordance with such
rules. The audit report must include a written statement by the board of trustees describing
corrective action to be taken in response to each of the independent auditor’s recommendations.
The independent auditor must submit the audit report to the board of trustees and the Auditor
General no later than nine months after the end of the preceding fiscal year.

Employee Background Screening (Sections 20 and 21)

Present Situation

Currently, s. 110.1127, F.S., requires that each agency designate the positions that require
background screening using level one standards and those positions that, because of the special
trust or responsibility or sensitive location, require security background investigations using level
two screening standards. Level one screening standards include employment history checks,
statewide criminal correspondence checks and a check of the Dru Sjodin National Sex Offender

25 Section 1002.37(1)(a), F.S.
26 Section 1002.37(6), F.S.
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Public Website by the Department of Law Enforcement.?” For a level two screening, the
Department of Law Enforcement performs a criminal history record check of its records and
request the Federal Bureau of Investigations (FBI) to perform a national criminal history record
check of its records.?® According to the Department of Law Enforcement, the FBI does not allow
its criminal justice information to be reviewed for a level two background investigation unless
the screening is required by law.

Section 1001.60, F.S., established a system of governance for the Florida College System for the
institutions identified in s. 1000.21, F.S. Likewise, state universities are governed by the Board
of Governors, as provided in s. 1001.70, F.S. Current law does not specify that the Florida
College System and State University System are state agencies for the purpose of s. 110.1127.

Effect of the Bill

Sections 20 and 21 create ss. 1012.8551 and 1012.915, F.S., respectively, to apply s. 110.1127,
F.S., relating to background screening requirements to the personnel of the Florida College
System and the State University System. With this change, state universities and colleges are
required to designate personnel for level one and level two background screenings. This statutory
requirement is intended to allow background screenings requested by the State College System
and the State University System to include federal information.

Other Provisions (Sections 22, 23, and 24)

Section 22 conforms provisions and cross-references to changes made by the bill.

Section 23 specifies that a proper and legitimate state purpose is served when internal controls
are established to prevent and detect fraud, waste, and abuse and to safeguard and account for
government funds and property. In addition, a proper and legitimate state purpose is served when
the travel records of state and local employees are transparent to members of the public. The
Legislature further finds that a proper and legitimate state purpose is served when local
governments ensure the budgets, annual financial report, and associated data for various
governmental entities are available to, and usable by, the public.

Section 24 provides an effective date of July 1, 2019.
V. Constitutional Issues:
A. Municipality/County Mandates Restrictions:

Article VII, s. 18(a) of the Florida Constitution provides, in pertinent part, that no county

or municipality shall be bound by any general law requiring such county or municipality

to spend funds or to take an action requiring the expenditure of funds unless the

legislature has determined that such law fulfills an important state interest and:

e The law requiring such expenditure is approved by two-thirds of the membership in
each house of the legislature; or

27 Section 435.03(1), F.S.
28 Section 435.04(1), F.S.
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e The expenditure is required to comply with a law that applies to all persons similarly
situated, including the state and local governments.

Article VII, s. 18(d) of the Florida Constitution provides, in pertinent part, that laws
having insignificant fiscal impact are exempt from the mandates requirements.

This bill requires county and municipal governments to establish and maintain specified
internal controls and to maintain its budgets online for a specified period. Section 23 of
the bill specifies that the bill serves an important state interest. An exception may apply
because the bill applies to similarly situated persons (municipalities, counties, water
management districts, school districts, state agencies and other governmental entities).

In addition, the bill may be exempt from the mandates requirements if the costs incurred
by the municipalities and counties to comply are $2.1 million or less (the threshold for
“insignificant”?° fiscal impact for Fiscal Year 2018-2019).%

B. Public Records/Open Meetings Issues:
None.

C. Tax/Fee Issues: Trust Funds Restrictions:
None.

D. State Tax or Fee Increases:
None.

E. Other Constitutional Issues:

None identified.
V. Fiscal Impact Statement:
A. Tax/Fee Issues:
The bill does not appear to impact state or local revenues.
B. Private Sector Impact:

None.

2 An insignificant fiscal impact is the amount not greater than the average statewide population for the applicable fiscal year
times $0.10. See Florida Senate Committee on Community Affairs, Interim Report 2012-115: Insignificant Impact,
(September 2011), available at http://www.flsenate.gov/PublishedContent/Session/2012/InterimReports/2012-115ca.pdf (last
visited January 29, 2019).

30 Based on the Demographic Estimating Conference’s population adopted on November 5, 2018. The conference packet is
available at http://edr.state.fl.us/Content/conferences/population/ConferenceResults.pdf (last visited January 29, 2019).
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VI.

VII.

VIII.

C. Government Sector Impact:

State agencies, the court system, court-related entities, local governments, district school
boards, charter schools, and state colleges and universities may incur minimal costs
associated with establishing and maintaining the specified internal controls.

Technical Deficiencies:
None.

Related Issues:

None.

Statutes Affected:

This bill substantially amends the following sections of the Florida Statutes: 11.40, 11.45, 28.35,
43.16, 112.061, 129.03, 129.06, 215.86, 215.97, 215.985, 218.32, 218.33, 218.39, 218.391,
218.503, 373.536, 1001.42, 1002.33, 1002.37, 1010.01, and 1012.8551.

This bill also creates sections 1012.8551, 1012.915, and one undesignated sections of Florida
law.

Additional Information:

A. Committee Substitute — Statement of Changes:
(Summarizing differences between the Committee Substitute and the prior version of the bill.)
None.

B. Amendments:
None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.
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The Committee on Governmental Oversight and Accountability

(Hooper) recommended the following:
Senate Amendment

Delete lines 609 - 623
and insert:

(1) Internal auditor.—May or, in the case of a school
district receiving annual federal, state, and local funds in
excess of $500 million, shall employ an internal auditor. The
scope of the internal auditor shall not be restricted and shall
include every functional and program area of the school system.

1. The internal auditor shall perform ongoing financial
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verification of the financial records of the school district, a
comprehensive risk assessment of all areas of the school system
every 5 years, and other audits and reviews as the district
school board directs for determining:

a. The adequacy of internal controls designed to prevent

and detect fraud, waste, and abuse as defined in s. 11.45(1).

b. Compliance with applicable laws, rules, contracts, grant
agreements, district school board-approved policies, and best
practices.

c. The efficiency of operations.

d. The reliability of financial records and reports.

e. The safeguarding of assets.

f. Financial solvency.

g. Projected revenues and expenditures.

h. The rate of change in the general fund balance.

2. The internal auditor shall prepare audit reports of his
or her findings and report directly to the district school board
or its designee.

3. Any person responsible for furnishing or producing any
book, record, paper, document, data, or sufficient information
necessary to conduct a proper audit or examination which the
internal auditor is by law authorized to perform is subject to

the provisions of s. 11.47(3) and (4).
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FOR CONSIDERATION By the Committee on Governmental Oversight and

Accountability

585-01007A-19

A bill to be entitled
An act relating to government accountability; amending
s. 11.40, F.S.; specifying that the Governor, the
Commissioner of Education, or the designee of the
Governor or of the commissioner, may notify the
Legislative Auditing Committee of an entity’s failure
to comply with certain auditing and financial
reporting requirements; amending s. 11.45, F.S.;
revising definitions and defining the terms “abuse,”
“fraud,” and “waste”; excluding water management
districts from certain audit requirements; removing a
cross-reference; authorizing the Auditor General to
conduct audits of tourist development councils and
county tourism promotion agencies; revising reporting
requirements applicable to the Auditor General;
amending s. 11.47, F.S.; specifying that any person
who willfully fails or refuses to provide access to an
employee, officer, or agent of an entity under audit
is subject to a penalty; amending s. 28.35, F.S.;
revising reporting requirements applicable to the
Florida Clerks of Court Operations Corporation;
amending s. 43.16, F.S.; revising the responsibilities
of the Justice Administrative Commission, each state
attorney, each public defender, the criminal conflict
and civil regional counsel, the capital collateral
regional counsel, and the Guardian Ad Litem Program,
to include the establishment and maintenance of
certain internal controls; amending ss. 129.03,

129.06, and 166.241, F.S.; requiring counties and
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municipalities to maintain certain budget documents on
the entities’ websites for a specified period;
amending s. 215.86, F.S.; revising the purposes for
which management systems and internal controls must be
established and maintained by each state agency and
the judicial branch; amending s. 215.97, F.S.;
revising certain audit threshold requirements;
amending s. 215.985, F.S.; revising the requirements
for a monthly financial statement provided by a water
management district; amending s. 218.32, F.S.;
authorizing the Department of Financial Services to
request additional information from a local
governmental entity in preparation of an annual
report; requiring a local governmental entity to
respond to such requests within a specified timeframe;
requiring the department to notify the Legislative
Auditing Committee of noncompliance; amending s.
218.33, F.S.; requiring local governmental entities to
establish and maintain internal controls to achieve
specified purposes; amending s. 218.391, F.S.;
revising membership, and restrictions thereof, for an
audit committee; requiring an auditor to include
certain information in a management letter;
prescribing requirements and procedures for selecting
an auditor if certain conditions exist; amending s.
373.536, F.S.; deleting obsolete language; requiring
water management districts to maintain certain budget
documents on the districts’ websites for specified

periods; amending s. 1001.42, F.S.; authorizing
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additional internal audits as directed by the district
school board; amending s. 1002.33, F.S.; revising the
responsibilities of the governing board of a charter
school to include the establishment and maintenance of
internal controls; amending s. 1002.37, F.S.;
requiring completion of an annual financial audit of
the Florida Virtual School; specifying audit
requirements; requiring an audit report to be
submitted to the board of trustees of the Florida
Virtual School and the Auditor General; deleting
obsolete provisions; amending s. 1010.01, F.S.;
requiring each school district, Florida College System
institution, and state university to establish and
maintain certain internal controls; creating ss.
1012.8551 and 1012.915, F.S.; specifying applicable
standards as to employee background screening and
investigations of Florida College System and State
University System personnel, respectively; amending s.
218.503, F.S.; conforming provisions and cross-
references to changes made by the act; providing a
declaration of important state interest; providing an

effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsection (2) of section 11.40, Florida
Statutes, is amended to read:

11.40 Legislative Auditing Committee.—

(2) Following notification by the Auditor General, the
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Department of Financial Services, e¥ the Division of Bond

Finance of the State Board of Administration, the Governor or

his or her designee, or the Commissioner of Education or his or

her designee of the failure of a local governmental entity,
district school board, charter school, or charter technical
career center to comply with the applicable provisions within s.
11.45(5)-(7), s. 218.32(1), s. 218.38, or s. 218.503(3), the
Legislative Auditing Committee may schedule a hearing to
determine if the entity should be subject to further state
action. If the committee determines that the entity should be
subject to further state action, the committee shall:

(a) In the case of a local governmental entity or district
school board, direct the Department of Revenue and the
Department of Financial Services to withhold any funds not
pledged for bond debt service satisfaction which are payable to
such entity until the entity complies with the law. The
committee shall specify the date that such action must shaid
begin, and the directive must be received by the Department of
Revenue and the Department of Financial Services 30 days before
the date of the distribution mandated by law. The Department of

Revenue and the Department of Financial Services may implement

thepreovision £ this paragraph.

(b) In the case of a special district created by:

1. A special act, notify the President of the Senate, the
Speaker of the House of Representatives, the standing committees
of the Senate and the House of Representatives charged with
special district oversight as determined by the presiding
officers of each respective chamber, the legislators who

represent a portion of the geographical jurisdiction of the
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117 special district, and the Department of Economic Opportunity 146| read:
118| that the special district has failed to comply with the law. 147 11.45 Definitions; duties; authorities; reports; rules.—
119| Upon receipt of notification, the Department of Economic 148 (1) DEFINITIONS.—As used in ss. 11.40-11.51, the term:
120| Opportunity shall proceed pursuant to s. 189.062 or s. 189.067. 149 (a) “Abuse” means behavior that is deficient or improper
121 If the special district remains in noncompliance after the 150| when compared with behavior that a prudent person would consider
122 process set forth in s. 189.0651, or if a public hearing is not 151 a reasonable and necessary operational practice given the facts
123| held, the Legislative Auditing Committee may request the 152| and circumstances. The term includes the misuse of authority or
124| department to proceed pursuant to s. 189.067(3). 153| position for personal gain.
125 2. A local ordinance, notify the chair or equivalent of the 154 (b)4&)> “Audit” means a financial audit, operational audit,
126 local general-purpose government pursuant to s. 189.0652 and the 155 or performance audit.
127 Department of Economic Opportunity that the special district has 156 (c)+k} “County agency” means a board of county
128| failed to comply with the law. Upon receipt of notification, the 157| commissioners or other legislative and governing body of a
129 department shall proceed pursuant to s. 189.062 or s. 189.067. 158 county, however styled, including that of a consolidated or
130 If the special district remains in noncompliance after the 159| metropolitan government, a clerk of the circuit court, a
131| process set forth in s. 189.0652, or if a public hearing is not 160| separate or ex officio clerk of the county court, a sheriff, a
132 held, the Legislative Auditing Committee may request the 161 property appraiser, a tax collector, a supervisor of elections,
133 department to proceed pursuant to s. 189.067(3). 162 or any other officer in whom any portion of the fiscal duties of
134 3. Any manner other than a special act or local ordinance, 163| a body or officer expressly stated in this paragraph are +he
135| notify the Department of Economic Opportunity that the special 164| ek are—under—law separately placed by law.
136| district has failed to comply with the law. Upon receipt of 165 (d)+4e} “Financial audit” means an examination of financial
137| notification, the department shall proceed pursuant to s. 166| statements in order to express an opinion on the fairness with
138 189.062 or s. 189.067(3). 167 which they are presented in conformity with generally accepted
139 (c) In the case of a charter school or charter technical 168| accounting principles and an examination to determine whether
140| career center, notify the appropriate sponsoring entity, which 169| operations are properly conducted in accordance with legal and
141| may terminate the charter pursuant to ss. 1002.33 and 1002.34. 170 regulatory requirements. Financial audits must be conducted in
142 Section 2. Subsection (1), paragraph (j) of subsection (2), 171 accordance with auditing standards generally accepted in the
143| paragraph (u) of subsection (3), and paragraph (i) of subsection 172| United States and—g ramentavditing standards—as—adopted—P
144 (7) of section 11.45, Florida Statutes, are amended, and 173 theReoard—of urEaney. When applicable, the scope of
145 paragraph (x) is added to subsection (3) of that section, to 174 financial audits must shalt encompass the additional activities
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necessary to establish compliance with the Single Audit Act
Amendments of 1996, 31 U.S.C. ss. 7501-7507, and other

applicable federal law.

(e) “Fraud” means obtaining something of value through

willful misrepresentation, including, but not limited to,

intentional misstatements or intentional omissions of amounts or

disclosures in financial statements to deceive users of

financial statements, theft of an entity’s assets, bribery, or

the use of one’s position for personal enrichment through the

deliberate misuse or misapplication of an organization’s

resources.
(f)+4e) “Governmental entity” means a state agency, a county

agency, or any other entity, however styled, that independently

exercises any type of state or local governmental function.
(g)+ey “Local governmental entity” means a county agency,

municipality, tourist development council, county tourism

promotion agency, or special district as defined in s. 189.012.

The termy—bwt does not include any housing authority established
under chapter 421.

(h)+4£)> “Management letter” means a statement of the
auditor’s comments and recommendations.

(i)+4&)r “Operational audit” means 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,
administrative rules, contracts, grant agreements, and other

guidelines. Operational audits must be conducted in accordance

with government auditing standards. Such audits examine internal

Page 7 of 29

CODING: Words strieken are deletions; words underlined are additions.

204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232

Florida Senate - 2019 (PROPOSED BILL) SPB 7014

585-01007A-19 20197014pb
controls that are designed and placed in operation to promote

and encourage the achievement of management’s control objectives
in the categories of compliance, economic and efficient
operations, reliability of financial records and reports, and
safeguarding of assets, and identify weaknesses in those

internal controls.

() 4R}y “Performance audit” means an examination of a
program, activity, or function of a governmental entity,
conducted in accordance with applicable government auditing
standards or auditing and evaluation standards of other
appropriate authoritative bodies. The term includes an
examination of issues related to:

1. Economy, efficiency, or effectiveness of the program.

2. Structure or design of the program to accomplish its
goals and objectives.

3. Adequacy of the program to meet the needs identified by
the Legislature or governing body.

4. Alternative methods of providing program services or
products.

5. Goals, objectives, and performance measures used by the
agency to monitor and report program accomplishments.

6. The accuracy or adequacy of public documents, reports,
or requests prepared under the program by state agencies.

7. Compliance of the program with appropriate policies,
rules, or laws.

8. Any other issues related to governmental entities as
directed by the Legislative Auditing Committee.

(k)+45)» “Political subdivision” means a separate agency or

unit of local government created or established by law and

Page 8 of 29

CODING: Words strieken are deletions; words underlined are additions.




233
234
235
236
237
238
239
240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260
261

Florida Senate - 2019

585-01007A-19

(PROPOSED BILL) SPB 7014

20197014pb

includes, but is not limited to, the following and the officers

thereof: authority, board, branch,

bureau, city, commission,

consolidated government, county, department, district,

institution, metropolitan government, municipality, office,

officer, public corporation, town,

(1)43> “State agency” means a

or village.

separate agency or unit of

state government created or established by law and includes, but

is not limited to, the following and the officers thereof:

authority, board, branch, bureau, commission, department,

division, institution, office, officer, or public corporation,

as the case may be, except any such agency or unit within the

legislative branch of state government other than the Florida

Public Service Commission.

(m) “Waste” means the act of using or expending resources

unreasonably, carelessly, extravagantly, or for no useful

purpose.

(2) DUTIES.—The Auditor General shall:

(j) 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. No later than 18 months after the release of

the audit report, the Auditor General shall perform such

appropriate followup procedures as

he or she deems necessary to

determine the audited entity’s progress in addressing the

findings and recommendations contained within the Auditor

General’s previous report. The Auditor General shall notify each

member of the audited entity’s governing body and the

Legislative Auditing Committee of the results of his or her

determination. For purposes of this paragraph, local
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governmental entities do not include water management districts.

The Auditor General shall perform his or her duties
independently but under the general policies established by the
Legislative Auditing Committee. This subsection does not limit
the Auditor General’s discretionary authority to conduct other
audits or engagements of governmental entities as authorized in
subsection (3).

(3) AUTHORITY FOR AUDITS AND OTHER ENGAGEMENTS.—The Auditor
General may, pursuant to his or her own authority, or at the
direction of the Legislative Auditing Committee, conduct audits
or other engagements as determined appropriate by the Auditor
General of:

(u) The Florida Virtual School pursuart—E —1002-37.

(x) Tourist development councils and county tourism

promotion agencies.
(7) AUDITOR GENERAL REPORTING REQUIREMENTS.—

(i) The Auditor General shall annually transmit by July 15,
to the President of the Senate, the Speaker of the House of
Representatives, and the Department of Financial Services, a
list of all school districts, charter schools, charter technical
career centers, Florida College System institutions, state
universities, and local governmental entities water management
eistriets that have failed to comply with the transparency

requirements as identified in the audit reports reviewed
pursuant to paragraph (b) and those conducted pursuant to
subsection (2).

Section 3. Subsection (3) of section 11.47, Florida

Statutes, is amended to read:
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examination; making a false report; failure to produce documents
or information.—
(3) Any person who willfully fails or refuses to provide

access to an employee, officer, or agent of an entity subject to

an audit or to furnish or produce any book, record, paper,

document, data, or sufficient information necessary to a proper
audit or examination which the Auditor General or the Office of
Program Policy Analysis and Government Accountability is by law

authorized to perform commits shatl—be—guitt £ a misdemeanor

of the first degree, punishable as provided in s. 775.082 or s.
775.083.

Section 4. Paragraph (d) of subsection (2) of section
28.35, Florida Statutes, is amended to read:

28.35 Florida Clerks of Court Operations Corporation.—

(2) The duties of the corporation shall include the
following:

(d) Developing and certifying a uniform system of workload
measures and applicable workload standards for court-related
functions as developed by the corporation and clerk workload
performance in meeting the workload performance standards. These
workload measures and workload performance standards shall be
designed to facilitate an objective determination of the
performance of each clerk in accordance with minimum standards
for fiscal management, operational efficiency, and effective
collection of fines, fees, service charges, and court costs. The
corporation shall develop the workload measures and workload
performance standards in consultation with the Legislature. When

the corporation finds a clerk has not met the workload
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performance standards, the corporation shall identify the nature
of each deficiency and any corrective action recommended and

taken by the affected clerk of the court. For quarterly periods

ending on the last day of March, June, September, and December

of each year, the corporation shall notify the Legislature of
any clerk not meeting workload performance standards and provide

a copy of any corrective action plans. Such notifications must

be submitted no later than 45 days after the end of the

preceding quarterly period. As used in this subsection, the

term:

1. “Workload measures” means the measurement of the
activities and frequency of the work required for the clerk to
adequately perform the court-related duties of the office as
defined by the membership of the Florida Clerks of Court
Operations Corporation.

2. “Workload performance standards” means the standards
developed to measure the timeliness and effectiveness of the
activities that are accomplished by the clerk in the performance
of the court-related duties of the office as defined by the
membership of the Florida Clerks of Court Operations
Corporation.

Section 5. Present subsections (6) and (7) of section
43.16, Florida Statutes, are renumbered as subsections (7) and
(8), respectively, and a new subsection (6) is added to that
section, to read:

43.16 Justice Administrative Commission; membership, powers
and duties.—

(6) The commission, each state attorney, each public

defender, the criminal conflict and civil regional counsel, the
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349| capital collateral regional counsel, and the Guardian Ad Litem 378| 45 days. The final budget must be posted on the website within
350 Program shall establish and maintain internal controls designed 379| 30 days after adoption and must remain on the website for at
351| to: 380 least 2 years. The tentative budgets, adopted tentative budgets,
352 (a) Prevent and detect fraud, waste, and abuse as defined 381 and final budgets shall be filed in the office of the county
353| in s. 11.45(1). 382| auditor as a public record. Sufficient reference in words and
354 (b) Promote and encourage compliance with applicable laws, 383 figures to identify the particular transactions must shadd be
355 rules, contracts, grant agreements, and best practices. 384 made in the minutes of the board to record its actions with
356 (c) Support economical and efficient operations. 385 reference to the budgets.
357 (d) Ensure reliability of financial records and reports. 386 Section 7. Paragraph (f) of subsection (2) of section
358 (e) Safeguard assets. 387 129.06, Florida Statutes, is amended to read:
359 Section 6. Paragraph (c) of subsection (3) of section 388 129.06 Execution and amendment of budget.—
360 129.03, Florida Statutes, is amended to read: 389 (2) The board at any time within a fiscal year may amend a
361 129.03 Preparation and adoption of budget.— 390| budget for that year, and may within the first 60 days of a
362 (3) The county budget officer, after tentatively 391 fiscal year amend the budget for the prior fiscal year, as
363| ascertaining the proposed fiscal policies of the board for the 392 follows:
364 next fiscal year, shall prepare and present to the board a 393 (f) Unless otherwise prohibited by law, if an amendment to
365| tentative budget for the next fiscal year for each of the funds 394| a budget is required for a purpose not specifically authorized
366| provided in this chapter, including all estimated receipts, 395| in paragraphs (a)-(e), the amendment may be authorized by
367 taxes to be levied, and balances expected to be brought forward 396 resolution or ordinance of the board of county commissioners
368| and all estimated expenditures, reserves, and balances to be 397| adopted following a public hearing.
369| carried over at the end of the year. 398 1. The public hearing must be advertised at least 2 days,
370 (c) The board shall hold public hearings to adopt tentative 399| but not more than 5 days, before the date of the hearing. The
371| and final budgets pursuant to s. 200.065. The hearings shall be 400| advertisement must appear in a newspaper of paid general
372| primarily for the purpose of hearing requests and complaints 401 circulation and must identify the name of the taxing authority,
373 from the public regarding the budgets and the proposed tax 402 the date, place, and time of the hearing, and the purpose of the
374 levies and for explaining the budget and any proposed or adopted 403| hearing. The advertisement must also identify each budgetary
375 amendments. The tentative budget must be posted on the county’s 404 fund to be amended, the source of the funds, the use of the
376 official website at least 2 days before the public hearing to 405 funds, and the total amount of each fund’s appropriations.
377 consider such budget and must remain on the website for at least 406 2. If the board amends the budget pursuant to this
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407| paragraph, the adopted amendment must be posted on the county’s 436 Section 9. Section 215.86, Florida Statutes, is amended to
408| official website within 5 days after adoption and must remain on 437 read:
409 the website for at least 2 years. 438 215.86 Management systems and controls.—Each state agency
410 Section 8. Subsections (3) and (5) of section 166.241, 439 and the judicial branch as defined in s. 216.011 shall establish
411 Florida Statutes, are amended to read: 440 and maintain management systems and internal controls designed
412 166.241 Fiscal years, budgets, and budget amendments.— 441 to:
413 (3) The tentative budget must be posted on the 442 (1) Prevent and detect fraud, waste, and abuse as defined
414| municipality’s official website at least 2 days before the 443 in s. 11.45(1). £hat
415| budget hearing, held pursuant to s. 200.065 or other law, to 444 (2) Promote and encourage compliance with applicable laws,
416 consider such budget and must remain on the website for at least 445 rules, contracts, and grant agreements.:
417 45 days. The final adopted budget must be posted on the 446 (3) Support economical and eeememies; efficienty—and
418| municipality’s official website within 30 days after adoption 447| effeetive operations.s
419 and must remain on the website for at least 2 years. If the 448 (4) Ensure reliability of financial records and reports.+
420| municipality does not operate an official website, the 449 (5) Safeguard and—safeguarding—of assets. Aeccounting
421| municipality must, within a reasonable period of time as 450 ystems—and—pr dur hratl—bedesigred—teo—fulfillt—+h
422 established by the county or counties in which the municipality 451 reguirement fegeneraltly—= pred—a st TRg—priaeipt
423 is located, transmit the tentative budget and final budget to 452 Section 10. Paragraph (a) of subsection (2) of section
424 the manager or administrator of such county or counties who 453 215.97, Florida Statutes, is amended to read:
425| shall post the budgets on the county’s website. 454 215.97 Florida Single Audit Act.—
426 (5) If the governing body of a municipality amends the 455 (2) As used in this section, the term:
427 budget pursuant to paragraph (4) (c), the adopted amendment must 456 (a) “Audit threshold” means the threshold amount used to
428| Dbe posted on the official website of the municipality within 5 457 determine when a state single audit or project-specific audit of
429| days after adoption and must remain on the website for at least 458| a nonstate entity shall be conducted in accordance with this
430 2 years. If the municipality does not operate an official 459| section. Each nonstate entity that expends a total amount of
431 website, the municipality must, within a reasonable period of 460 state financial assistance equal to or in excess of $750,000 in
432| time as established by the county or counties in which the 461| any fiscal year of such nonstate entity shall be required to
433| municipality is located, transmit the adopted amendment to the 462| have a state single audits+ or a project-specific audity for such
434| manager or administrator of such county or counties who shall 463| fiscal year in accordance with the requirements of this section.
435| post the adopted amendment on the county’s website. 464 | EBEvery 2—years—the Auditer Generaly After consulting with the
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Executive Office of the Governor, the Department of Financial

Services, and all state awarding agencies, the Auditor General

shall periodically review the threshold amount for requiring

audits under this section and may recommend any appropriate

statutory change to revise the threshold amount in the annual

report submitted to the Legislature pursuant to s. 11.45(7) (h)
- bt hold . Cehot) e
this—seetion.
Section 11. Subsection (11) of section 215.985, Florida

Statutes, is amended to read:
215.985 Transparency in government spending.—
(11) Each water management district shall provide a monthly

financial statement in the form and manner prescribed by the

Department of Financial Services to the district’s 4%fs governing

board and make such monthly financial statement available for

public access on its website.

Section 12. Subsection (2) of section 218.32, Florida
Statutes, 1s amended to read:

218.32 Annual financial reports; local governmental
entities.—

(2) The department shall annually by December 1 file a
verified report with the Governor, the Legislature, the Auditor
General, and the Special District Accountability Program of the
Department of Economic Opportunity showing the revenues, both
locally derived and derived from intergovernmental transfers,
and the expenditures of each local governmental entity, regional
planning council, local government finance commission, and
municipal power corporation that is required to submit an annual

financial report. In preparing the verified report, the
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department may request additional information from the local

governmental entity. The information requested must be provided

to the department within 45 days after the request. If the local

governmental entity does not comply with the request, the

department shall notify the Legislative Auditing Committee,

which may take action pursuant to s. 11.40(2). The report must

include, but is not limited to:

(a) The total revenues and expenditures of each local
governmental entity that is a component unit included in the
annual financial report of the reporting entity.

(b) The amount of outstanding long-term debt by each local
governmental entity. For purposes of this paragraph, the term
“long-term debt” means any agreement or series of agreements to
pay money, which, at inception, contemplate terms of payment
exceeding 1 year in duration.

Section 13. Present subsection (3) of section 218.33,
Florida Statutes, 1s renumbered as subsection (4), and a new
subsection (3) is added to that section, to read:

218.33 Local governmental entities; establishment of
uniform fiscal years and accounting practices and procedures.—

(3) Each local governmental entity shall establish and

maintain internal controls designed to:

(a) Prevent and detect fraud, waste, and abuse as defined

in s. 11.45(1).

(b) Promote and encourage compliance with applicable laws,

rules, contracts, grant agreements, and best practices.

(c) Support economical and efficient operations.

(d) Ensure reliability of financial records and reports.

(e) Safeguard assets.
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Section 14. Subsection (2) of section 218.391, Florida
Statutes, is amended, and subsection (9) is added to that
section, to read:

218.391 Auditor selection procedures.—

(2) The governing body of a eharter county, municipality,
special district, district school board, charter school, or
charter technical career center shall establish an audit
committee.

(a) The audit committee for a county must Eachrmeoncharter
countyshatt—establiish an avditecommittee—that, at a minimum,
shatd consist of each of the county officers elected pursuant to
the county charter or s. 1(d), Art. VIII of the State
Constitutiony or their respective designees a—desigreesr and one

member of the board of county commissioners or its designee.

(b) The audit committee for a municipality, special

district, district school board, charter school, or charter

technical career center must consist of at least three members.

One member of the audit committee must be a member of the

governing body of an entity specified in this paragraph, who

shall also serve as the chair of the committee.

(c) An employee, a chief executive officer, or a chief

financial officer of the county, municipality, special district,

district school board, charter school, or charter technical

career center may not serve as a mempber of an audit committee

established under this subsection.

(d) The primary purpose of the audit committee is to assist
the governing body in selecting an auditor to conduct the annual
financial audit required in s. 218.39; however, the audit

committee may serve other audit oversight purposes as determined
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by the entity’s governing body. The public may skeaddt not be
excluded from the proceedings under this section.

(9) (a) If the entity fails to select the auditor in

accordance with the requirements of subsections (3)-(6), the

entity must again perform the auditor selection process in

accordance with this section to select an auditor to conduct

audits for subsequent fiscal years if the original audit was

performed under a multiyear contract.

(b) If performing the auditor selection process again in

accordance with this section would preclude the entity from

timely completing the annual financial audit required by s.

218.39, the entity must again perform the auditor selection

process in accordance with this section for the subsequent

annual financial audit. A multiyear contract entered into

between an entity and an auditor after July 1, 2019, may not

prohibit or restrict an entity from complying with the section.

Section 15. Paragraph (e) of subsection (4), paragraph (d)
of subsection (5), and paragraph (d) of subsection (6) of
section 373.536, Florida Statutes, are amended to read:

373.536 District budget and hearing thereon.—

(4) BUDGET CONTROLS; FINANCIAL INFORMATION.—

(e) By —September 152012, Each district shall provide a
monthly financial statement in the form and manner prescribed by
the Department of Financial Services to the district’s governing
board and make such monthly financial statement available for
public access on its website.

(5) TENTATIVE BUDGET CONTENTS AND SUBMISSION; REVIEW AND
APPROVAL.—

(d) Each district shall, by August 1 of each year, submit
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significant changes from the preliminary budget submitted to the
Legislature pursuant to s. 373.535 to the Governor, the
President of the Senate, the Speaker of the House of
Representatives, the chairs of all legislative committees and
subcommittees having substantive or fiscal jurisdiction over
water management districts, as determined by the President of
the Senate or the Speaker of the House of Representatives, as
applicable, the secretary of the department, and the governing
body of each county in which the district has jurisdiction or
derives any funds for the operations of the district. The
tentative budget must be posted on the district’s official
website at least 2 days before budget hearings held pursuant to

s. 200.065 or other law and must remain on the website for at

least 45 days.

(6) FINAL BUDGET; ANNUAL AUDIT; CAPITAL IMPROVEMENTS PLAN;
WATER RESOURCE DEVELOPMENT WORK PROGRAM.—

(d) The final adopted budget must be posted on the water
management district’s official website within 30 days after

adoption and must remain on the website for at least 2 years.

Section 16. Paragraph (1) of subsection (12) of section
1001.42, Florida Statutes, is amended to read:

1001.42 Powers and duties of district school board.—The
district school board, acting as a board, shall exercise all
powers and perform all duties listed below:

(12) FINANCE.—Take steps to assure students adequate
educational facilities through the financial procedure
authorized in chapters 1010 and 1011 and as prescribed below:

(1) Internal auditor.—May employ an internal auditor to
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perform ongoing financial verification of the financial records

of the school district and such other audits and reviews as the

district school board directs for the purpose of determining:

1. The adequacy of internal controls designed to prevent

and detect fraud, waste, and abuse as defined in s. 11.45(1).

2. Compliance with applicable laws, rules, contracts, grant

agreements, district school board-approved policies, and best

practices.

3. The efficiency of operations.

4. The reliability of financial records and reports.

5. The safeguarding of assets.

The internal auditor shall report directly to the district
school board or its designee.

Section 17. Paragraph (j) of subsection (9) of section
1002.33, Florida Statutes, is amended to read:

1002.33 Charter schools.—

(9) CHARTER SCHOOL REQUIREMENTS.—

(j) The governing body of the charter school shall be
responsible for:

1. Establishing and maintaining internal controls designed

a. Prevent and detect fraud, waste, and abuse as defined in

s. 11.45(1).

b. Promote and encourage compliance with applicable laws,

rules, contracts, grant agreements, and best practices.

c. Support economical and efficient operations.

d. Ensure reliability of financial records and reports.

e. Safeguard assets.
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services of a certified public accou
annual financial audit, pursuant to
submit the report to the governing b

3.2+ Reviewing and approving th
audit findings and recommendations f
plan.

4.a.3-a+ Performing the duties

monitoring a corrective action plan.
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school has retained the
ntant or auditor for the
s. 1002.345(2), who shall
ody.
e audit report, including

or the financial recovery

in s. 1002.345, including

b. Monitoring a financial recovery plan in order to ensure

compliance.

5.4= Participating in governanc
department which must include govern
conflicts of interest, ethics, and f

Section 18. Present subsections

e training approved by the
ment in the sunshine,
inancial responsibility.

(6) through (10) of section

1002.37, Florida Statutes, are renumbered as subsections (7)

through (11), respectively, present

and a new subsection (6) is added to
1002.37 The Florida Virtual Sch
(6) The Florida Virtual School

subsection (6) is amended,
that section, to read:
ool.—

shall have an annual

financial audit of its accounts and

records conducted by an

independent auditor who is a certifi

ed public accountant

licensed under chapter 473. The inde

pendent auditor shall

conduct the audit in accordance with

rules adopted by the

Auditor General pursuant to s. 11.45

and, upon completion of the

audit, shall prepare an audit report

in accordance with such

rules. The audit report must include

a written statement by the

board of trustees describing correct

ive action to be taken in

response to each of the independent

auditor’s recommendations
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included in the audit report. The independent auditor shall

submit the audit report to the board of trustees and the Auditor

General no later than 9 months after the end of the preceding

fiscal year.

(7) 46> The board of trustees shall annually submit to the

Governor, the Legislature,

the Commissioner of Education, and

the State Board of Education the audit report prepared pursuant

to subsection (6) and a complete and detailed report setting

forth:

(a) The operations and accomplishments of the Florida

Virtual School within the

state and those occurring outside the

state as Florida Virtual School Global.

(b) The marketing and operational plan for the Florida

Virtual School and Florida Virtual School Global, including

recommendations regarding methods for improving the delivery of

education through the Internet and other distance learning

technology.

(c) The assets and liabilities of the Florida Virtual

School and Florida Virtual School Global at the end of the

fiscal year.

(d) 4e> Recommendations regarding the unit cost of providing

services to students through the Florida Virtual School and

Florida Virtual School Global. In order to most effectively

develop public policy regarding any future funding of the
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Florida Virtual School, it is imperative that the cost of the
program is accurately identified. The identified cost of the
program must be based on reliable data.

(e)+4£)» Recommendations regarding an accountability
mechanism to assess the effectiveness of the services provided
by the Florida Virtual School and Florida Virtual School Global.

Section 19. Subsection (5) is added to section 1010.01,
Florida Statutes, to read:

1010.01 Uniform records and accounts.—

(5) Each school district, Florida College System

institution, and state university shall establish and maintain

internal controls designed to:

(a) Prevent and detect fraud, waste, and abuse as defined

in s. 11.45(1).

(b) Promote and encourage compliance with applicable laws,

rules, contracts, grant agreements, and best practices.

(c) Support economical and efficient operations.

(d) Ensure reliability of financial records and reports.

(e) Safeguard assets.

Section 20. Section 1012.8551, Florida Statutes, 1is created
to read:

1012.8551 Employee background screening and investigations

for Florida College System personnel.—Section 110.1127 applies

to each institution in the Florida College System. Each

institution must designate the positions subject to background

screening and investigation pursuant to that section.

Section 21. Section 1012.915, Florida Statutes, is created
to read:

1012.915 Employee background screening and investigations
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for State University System personnel.—Section 110.1127 applies

to each institution in the State University System. Each

institution must designate the positions subject to background

screening and investigation pursuant to that section.

Section 22. Subsection (3) of section 218.503, Florida
Statutes, is amended to read:

218.503 Determination of financial emergency.—

(3) Upon notification that one or more of the conditions in
subsection (1) have occurred or will occur if action is not
taken to assist the local governmental entity or district school
board, the Governor or his or her designee shall contact the
local governmental entity or the Commissioner of Education or
his or her designee shall contact the district school board, as
appropriate, to determine what actions have been taken by the
local governmental entity or the district school board to
resolve or prevent the condition. The information requested must
be provided within 45 days after the date of the request. If the
local governmental entity or the district school board does not
comply with the request, the Governor or his or her designee or
the Commissioner of Education or his or her designee shall
notify themembers—of the Legislative Auditing Committee, which
whe may take action pursuant to s. 11.40(2) 3++-48. The Governor
or the Commissioner of Education, as appropriate, shall
determine whether the local governmental entity or the district
school board needs state assistance to resolve or prevent the
condition. If state assistance is needed, the local governmental
entity or district school board is considered to be in a state
of financial emergency. The Governor or the Commissioner of

Education, as appropriate, has the authority to implement
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measures as set forth in ss. 218.50-218.504 to assist the local
governmental entity or district school board in resolving the
financial emergency. Such measures may include, but are not
limited to:

(a) Requiring approval of the local governmental entity’s
budget by the Governor or approval of the district school
board’s budget by the Commissioner of Education.

(b) Authorizing a state loan to a local governmental entity
and providing for repayment of same.

(c) Prohibiting a local governmental entity or district
school board from issuing bonds, notes, certificates of
indebtedness, or any other form of debt until such time as it is
no longer subject to this section.

(d) Making such inspections and reviews of records,
information, reports, and assets of the local governmental
entity or district school board as are needed. The appropriate
local officials shall cooperate in such inspections and reviews.

(e) Consulting with officials and auditors of the local
governmental entity or the district school board and the
appropriate state officials regarding any steps necessary to
bring the books of account, accounting systems, financial
procedures, and reports into compliance with state requirements.

(f) Providing technical assistance to the local
governmental entity or the district school board.

(g)1l. Establishing a financial emergency board to oversee
the activities of the local governmental entity or the district
school board. If a financial emergency board is established for
a local governmental entity, the Governor shall appoint board

members and select a chair. If a financial emergency board is
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established for a district school board, the State Board of
Education shall appoint board members and select a chair. The
financial emergency board shall adopt such rules as are

necessary for conducting board business. The board may:

a. Make such reviews of records, reports, and assets of the
local governmental entity or the district school board as are
needed.

b. Consult with officials and auditors of the local
governmental entity or the district school board and the
appropriate state officials regarding any steps necessary to
bring the books of account, accounting systems, financial
procedures, and reports of the local governmental entity or the
district school board into compliance with state requirements.

c. Review the operations, management, efficiency,
productivity, and financing of functions and operations of the
local governmental entity or the district school board.

d. Consult with other governmental entities for the
consolidation of all administrative direction and support
services, including, but not limited to, services for asset
sales, economic and community development, building inspections,
parks and recreation, facilities management, engineering and
construction, insurance coverage, risk management, planning and
zoning, information systems, fleet management, and purchasing.

2. The recommendations and reports made by the financial
emergency board must be submitted to the Governor for local
governmental entities or to the Commissioner of Education and
the State Board of Education for district school boards for
appropriate action.

(h) Requiring and approving a plan, to be prepared by

Page 28 of 29

CODING: Words strieken are deletions; words underlined are additions.




813
814
815
816
817
818
819
820
821
822
823
824
825
826
827
828
829
830
831
832
833
834
835
836
837
838
839

Florida Senate - 2019 (PROPOSED BILL) SPB 7014

585-01007A-19 20197014pb
officials of the local governmental entity or the district

school board in consultation with the appropriate state
officials, prescribing actions that will cause the local
governmental entity or district school board to no longer be
subject to this section. The plan must include, but need not be
limited to:

1. Provision for payment in full of obligations outlined in
subsection (1), designated as priority items, which are
currently due or will come due.

2. Establishment of priority budgeting or zero-based
budgeting in order to eliminate items that are not affordable.

3. The prohibition of a level of operations which can be
sustained only with nonrecurring revenues.

4. Provisions implementing the consolidation, sourcing, or
discontinuance of all administrative direction and support
services, including, but not limited to, services for asset
sales, economic and community development, building inspections,
parks and recreation, facilities management, engineering and
construction, insurance coverage, risk management, planning and
zoning, information systems, fleet management, and purchasing.

Section 23. The Legislature finds that a proper and

legitimate state purpose is served when internal controls are

established to prevent and detect fraud, waste, and abuse and to

safeguard and account for government funds and property.

Therefore, the Legislature determines and declares that this act

fulfills an important state interest.

Section 24. This act shall take effect July 1, 2019.
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Meeting called to order

Roll call - Quorum is present

Chair

Instructions to members and visitors

Introduction of new staff attorney, Virginia Ponder

Chair Hooper turns Chair over to Vice Chair. Rader

Tab 1 - SPB 7016 by Senator Hooper - State-administered Retirement Systems
Chair - Amendments? None

Questions? None

Appearance Cards? None

Debate? None

Senator Hooper waives close on bill

Senator Hooper moves that SPB 7016 be submitted as a Committee Bill
Objections? None

Roll Call on SPB 7016 - Favorable as Committee Bill

Tab 2 - SPB 7014 by Governmental Oversight and Accountability Committee - Government

Accountability, presented by Senator Hooper

10:05:20 AM
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Chair -

Senator Hooper to explain Amendment 742724
Chair - Questions? None

Appearance Forms? None

Debate? None

Objections? None

Amendment 742724 is adopted

Back on SPB 7014

Questions?

Senator Torres

Senator Hooper

Chair - Questions? None

Appearance Forms?

Sherrill Norman, Auditor General for State of Florida
Justin Thames, Gov. Affairs Director, FICPA
Questions? None

Senator Hooper

Senator Rader

Appearance Forms? None

Debate? None

Senator Hooper moves that SPB 7014 be submitted as a Committee Bill
Objections? None

Roll Call on SPB 7014 - Favorably reported as Committee Bill 7014
Senator Hooper is in the chair

Any other business?

Senator Bean is recognized for a motion

Senator Bean wishes to be recorded as voting Yea on SPB 7016
Any Objections? None

Chair

Any business to come before this committee? None
Chair Hooper makes comments

Motion by Vice Chair Rader to adjourn

Without objections the meeting is adjourned.
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