Fl ori da House of Representatives - 1997 HB 685
By Representative Constantine

1 Abill to be entitled

2 An act relating to | ocal governnent audits;

3 anending s. 11.45, F.S.; requiring auditors to

4 noti fy nmenbers of the governing body of a |oca

5 governnental entity under certain

6 ci rcunstances; providing additional duties of

7 t he Auditor General under circunstances of

8 potential financial enmergency for a |loca

9 governnental entity; providing an effective

10 dat e.

11

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

13

14 Section 1. Paragraph (a) of subsection (3) of section
15 ] 11.45, Florida Statutes, 1996 Supplenent, is anended to read:
16 11.45 Definitions; duties; audits; reports.--

17 (3)(a)l. The Auditor Ceneral shall annually make

18 | financial audits of the accounts and records of all state

19 | agencies, as defined in this section, of all district schoo
20 | boards, and of all district boards of trustees of community
21| colleges. This section does not lint the Auditor Ceneral's
22 | discretionary authority to conduct performance audits of these
23 | governnental entities as authorized in subparagraph 2. A

24 | district school board nmay sel ect an independent auditor to
25| performa financial audit as defined in paragraph (1)(b)

26 | notwi thstanding the notification provisions of this section
27| In addition, a district school board nay enploy an interna
28 | auditor to performongoing financial verification of the

29 | financial records of a school district who nust report

30| directly to the district school board or its designee.

31
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2. The Auditor General nay at any tinme make financi al
audits and performance audits of the accounts and records of
all governnental entities created pursuant to law. The audits
referred to in this subparagraph nust be nade whenever
determ ned by the Auditor General, whenever directed by the
Legislative Auditing Conmittee, or whenever otherw se required
by law or concurrent resolution. A district school board,
expressway authority, or bridge authority may require that the
annual financial audit of its accounts and records be
conpleted within 12 nonths after the end of its fiscal year
If the Auditor General is unable to neet that requirenent, the
Audi tor Ceneral shall notify the school board, the expressway
authority, or the bridge authority pursuant to subparagraph 4.

3. The Ofice of Program Policy Analysis and
Governnment Accountability within the Ofice of the Auditor
Ceneral shall mmintain a schedul e of performance audits of
state prograns. In conducting a performance audit of a state
program the Ofice of Program Policy Analysis and Gover nnment
Accountability, when appropriate, shall identify and conment
upon alternatives for acconplishing the goals of the program
bei ng audited. Such alternatives may include funding
techni ques and, if appropriate, nust describe how other states
or governnental units acconplish simlar goals.

4., |If by July 1 in any fiscal year a district schoo
board or local governnental entity has not been notified that
a financial audit for that fiscal year will be perforned by
t he Auditor Ceneral pursuant to subparagraph 2., each
municipality with either revenues or expenditures of nore than
$100, 000, each special district with either revenues or
expendi tures of nore than $50, 000, and each county agency
shal |, and each district school board may, require that an

2
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annual financial audit of its accounts and records be
conpleted, within 12 nonths after the end of its respective
fiscal year, by an independent certified public accountant
retained by it and paid fromits public funds. An independent
certified public accountant who is selected to perform an
annual financial audit of a school district rmust report
directly to the district school board or its designee. A
managenent letter nust be prepared and included as a part of
each financial audit report. Each |ocal governnent finance
conmm ssion, board, or council, and each rnunicipal power
corporation, created as a separate |legal or administrative
entity by interlocal agreenent under s. 163.01(7), shal
provide the Auditor General, within 12 nonths after the end of
its fiscal year, with an annual financial audit report of its
accounts and records and a witten statenent or explanation or
rebuttal concerning the auditor's comments, including
corrective action to be taken. The county audit shall be one
docunent that includes a separate audit of each county agency.
The county audit nust include an audit of the deposits into
and expenditures fromthe Public Records Modernization Trust
Fund. The Auditor General shall tabulate the results of the
audits of the Public Records Mddernization Trust Fund and
report a summary of the audits to the Legislature annually.

5. The governing body of a nmunicipality or a special
di strict nmust establish an auditor selection comrttee and
conpetitive auditor selection procedures. The governing board
may elect to use its own conpetitive auditor selection
procedures or the procedures outlined in subparagraph 6.

6. The governing body of a noncharter county or
di strict school board that elects to use a certified public
accountant other than the Auditor General is responsible for

3
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sel ecting an independent certified public accountant to audit
the county agencies of the county or district school board
according to the foll ow ng procedure:

a. For each noncharter county, an auditor selection
comm ttee nust be established, consisting of the county
officers elected pursuant to s. 1(d), Art. VIII of the State
Constitution, and one nenber of the board of county
conmi ssioners or its designee.

b. The conmittee shall publicly announce, in a uniform
and consi stent manner, each occasi on when auditing services
are required to be purchased. Public notice nust include a
general description of the audit and nust indicate how
interested certified public accountants can apply for
consi derati on.

c. The committee shall encourage firns engaged in the
| awful practice of public accounting who desire to provide
prof essi onal services to submit annually a statenent of
qgual i fications and performance data.

d. Any certified public accountant desiring to provide
auditing services nust first be qualified pursuant to |law. The
commttee shall nake a finding that the firmor individual to
be enployed is fully qualified to render the required
services. Anpong the factors to be considered in nmaking this
finding are the capabilities, adequacy of personnel, past
record, and experience of the firmor individual

e. The committee shall adopt procedures for the
eval uation of professional services, including, but not
limted to, capabilities, adequacy of personnel, past record,
experience, results of recent external quality contro
reviews, and such other factors as nay be determ ned by the
committee to be applicable to its particular requirenents.

4
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f. The public nust not be excluded fromthe
proceedi ngs under this subparagraph

g. The committee shall evaluate current statenents of
gual i fications and performance data on file with the
commttee, together with those that may be submitted by other
firnms regarding the proposed audit, and shall conduct
di scussions with, and nmay require public presentations by, no
fewer than three firns regarding their qualifications,
approach to the audit, and ability to furnish the required
servi ces.

h. The comittee shall select no fewer than three
firnms deened to be the nost highly qualified to performthe
required services after considering such factors as the
ability of professional personnel; past performance;
willingness to neet tine requirenents; |ocation; recent,
current, and projected workl oads of the firns; and the vol une
of work previously awarded to the firmby the agency, with the
obj ect of effecting an equitable distribution of contracts
anong qualified firnms, provided such distribution does not
violate the principle of selection of the nost highly
qualified firms. |If fewer than three firns desire to perform
the services, the conmttee shall recommend such firnms as it
determi nes to be qualified.

i. |If the governing board receives nore than one
proposal for the sane engagenent, the board may rank, in order
of preference, the firns to performthe engagenent. The firm
ranked first nmay then negotiate a contract with the board
gi ving, anong other things, a basis of its fee for that
engagenent. |If the board is unable to negotiate a
satisfactory contract with that firm negotiations with that
firmshall be formally terninated, and the board shall then

5
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undertake negotiations with the second-ranked firm Failing
accord with the second-ranked firm negotiations shall then be
termnated with that firmand undertaken with the third-ranked
firm Negotiations with the other ranked firnms shall be
undertaken in the sane manner. The board, in negotiating with
firnms, nmay reopen formal negotiations with any one of the
three top-ranked firns, but it may not negotiate with nore
than one firmat a tinme. The board shall also negotiate on the
scope and quality of services. In nmaking such deternination
the board shall conduct a detailed analysis of the cost of the
prof essional services required in addition to considering
their scope and conplexity. For contracts over $50, 000, the
board shall require the firmreceiving the anard to execute a
truth-in-negotiation certificate stating that the rates of
conpensation and ot her factual unit costs supporting the
conpensation are accurate, conplete, and current at the tine
of contracting. Such certificate shall also contain a
description and di sclosure of any understandi ng that places a
l[imt on current or future years' audit contract fees,
i ncludi ng any arrangenents under which fixed limts on fees
will not be subject to reconsideration if unexpected
accounting or auditing issues are encountered. Such
certificate shall also contain a description of any services
rendered by the certified public accountant or firm of
certified public accountants at rates or terns that are not
customary. Any auditing service contract under which such a
certificate is required nust contain a provision that the
original contract price and any additions thereto shall be
adj usted to exclude any significant suns by which the board
determ nes the contract price was increased due to inaccurate
or inconplete factual unit costs. Al such contract

6
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adj ustnents shall be made within 1 year follow ng the end of
t he contract.

j. |If the board is unable to negotiate a satisfactory
contract with any of the selected firns, the conmittee shal
select additional firms, and the board shall continue
negotiations in accordance with this subsection until an
agreenent is reached.

7. At the conclusion of the audit field work, the
i ndependent certified public accountant shall discuss with the
head of each local governnental entity or the chair's designee
or with the chair of the district school board or the chair's
desi gnee, as appropriate, all of the auditor's conments that
will be included in the audit report. The auditor shal

noti fy each nenber of the governing body of a |l oca

governnental entity for which deteriorating financial

conditions exist which may cause a condition described in s.

218.503(1) to occur if actions are not taken to address such

conditions. If the officer is not available to discuss the
auditor's comments, their discussion is presuned when the
comments are delivered in witing to his or her office.

8. The officer's witten statenent of explanation or
rebuttal concerning the auditor's comments, including
corrective action to be taken, nust be filed with the
governi ng body of the |ocal governmental entity or district
school board within 30 days after the delivery of the
financial audit report.

9. The Auditor General, in consultation with the Board
of Accountancy, shall adopt rules for the formand conduct of
all local governnental entity audits. The rules nust include,
but are not limted to, requirenents for the reporting of
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1| infornmation necessary to carry out the purposes of the Loca

2 | Governnent Financial Energencies Act as stated in s. 218.501.
3 10. Any local governnental entity or district schoo

4 | board financial audit report required under subparagraph 4.

5] and the officer's witten statenent of explanation or rebutta
6 | concerning the auditor's comrents, including corrective action
7| to be taken, nust be submitted to the Auditor CGeneral within

8 | 45 days after delivery of the audit report to the |oca

9 | governnental entity or district school board but no later than
10| 12 nonths after the end of the fiscal year. If the Auditor

11 | General does not receive the financial audit report within the
12 | prescribed period, he or she nust notify the Legislative

13| Auditing Conmmittee that the governnental entity has not

14 | conplied with this subparagraph. Follow ng notification of

15| failure to submt the required audit report or itens required
16 | by rule adopted by the Auditor General, a hearing nust be

17 | schedul ed by rule of the conmittee. After the hearing, the

18 | conmittee shall determ ne which |ocal governnental entities

19| will be subjected to further state action. If it finds that
20 | one or nore local governnental entities should be subjected to
21| further state action, the commttee shall

22 a. In the case of a local governnental entity, request
23 | the Departnent of Revenue and the Departnent of Banking and

24 | Finance to withhold any funds payable to such governnent al

25| entity until the required financial audit is received by the
26 | Auditor Ceneral

27 b. 1In the case of a special district, notify the

28 | Departnent of Conmunity Affairs that the special district has
29 | failed to provide the required audits. Upon receipt of

30| notification, the Departnent of Comunity Affairs shal

31| proceed pursuant to ss. 189.421 and 189. 422.
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11.a. The Auditor CGeneral, in consultation with the
Board of Accountancy, shall review all audit reports subnitted
by | ocal governnental entities pursuant to subparagraph 9. The
Audi tor Ceneral shall request any significant itens that were
omtted in violation of a rule adopted by the Auditor General
The itens nust be provided within 45 days after the date of
the request. If the Auditor General does not receive the
requested itens, he shall notify the Joint Legislative
Audi ting Conmittee.

b. The Auditor General shall notify the Governor and
the Joint Legislative Auditing Cormittee of any audit report
reviewed by the Auditor General which contains a statenent
that the |ocal governnmental entity is in a state of financial
energency as provided in s. 218.503. If the Auditor Ceneral

in reviewing any audit report, identifies additiona

i nformati on which indicates the | ocal governnental entity nay

be in a state of financial energency as provided in s.

218.503, the Auditor Ceneral shall request appropriate

clarification fromthe |local governnental entity. Such

clarification nust be provided within 45 days after the date

of the request. |f the Auditor General does not receive such

clarification, he or she shall notify the Joint Legislative

Auditing Committee. |If, after obtaining such clarification

the Auditor General determnes that the | ocal governnental

entity is in a state of financial energency as provided in s.
218.503, he or she shall notify the Governor and the Joint
Legislative Auditing Conmittee.

12. I n conducting a performance audit of any agency,
the Auditor General shall use the Agency Strategic Plan of the
agency in evaluating the performance of the agency.

Section 2. This act shall take effect October 1, 1997.
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Requires auditors to not|f¥_nenbers of the governing bod
of 'a local governmental entity of deteriorating financia
conditions which if not addreSsed mght lead to a
financi al energency. Provides additional duties of the
Audi t or Genera re_atln? to potential financial .
energencies. Requires the Auditor General to notify the
Joint Legislative Audltlng Comm ttee and the Governor if
? flgapc!?l energency is determned to exist. See bhil

or detaills.
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