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SUBJECT:  REVIEW  OF  AUDITS:    REPORT  NO.  2010‐165,  STATE  OF  FLORIDA 

COMPLIANCE AND  INTERNAL CONTROLS OVER FINANCIAL REPORTING 
AND FEDERAL AWARDS  IN ACCORDANCE WITH OMB CIRCULAR A‐133 
FOR FISCAL YEAR ENDED JUNE 30, 2009. 

 
 

PROPOSED COMMITTEE ACTION 
 
Information Only.  The complete audit can be accessed on the Auditor General’s website located at:  
http://www.myflorida.com/audgen/pages/summaries/2010-165.pdf 
 

BACKGROUND INFORMATION 
 

As a condition of receiving Federal funds, the U.S. Office of Management and Budget (OMB) requires an audit of the State’s 
financial statements and major Federal awards programs as described in OMB Circular A-133.  The audit of the State’s 
financial statements, performed in accordance with auditing standards generally accepted in the United States and 
Government Auditing Standards, culminates in an Independent Auditor’s Report and a Report on Internal Control Over 
Financial Reporting and on Compliance and Other Matters Based on an Audit of the Financial Statements Performed in 
Accordance with Government Auditing Standards. 
 
Florida Atlantic University has three audit findings: 
 
Finding 1.  FA 09-087:  Certain access controls protecting eighteen institution’s IT resources needed improvement.  Specific 
details of the deficiencies are not disclosed in this report to avoid the possibility of compromising institution information.  
However, appropriate institution personnel have been notified of the deficiencies.  
 

Condition:  Discussed and provided to management during exit conferences with appropriate institutional personnel. 
 
FAU Response:  Florida Atlantic University concurs with the finding related to enhancing IT control and access.  To 
address this recommendation, Information Resource Management (IRM), in collaboration with the Division of Financial 
Affairs and Enrollment Management, has engaged in the following activities:  The University is actively recruiting for an 
Information Security Officer.  This individual will be responsible to oversee, review, and recommend new policies and 
procedures to better safeguard sensitive information IRM has developed a report to identify concerns and issues with the 
Banner/Oracle access control files.  The scope of this report will be expanded to include Financial Aid access control.  
FAU has adopted procedures and weekly reports generated are IRM and distributed to the Associate Provost for review.  
The weekly log will provide a record of the review and, if necessary, note any action taken. 
 
Implementation Date:  January 1, 2010 

 

http://www.myflorida.com/audgen/pages/summaries/2010-165.pdf


 

 

Finding 2.  FA 09-107:  CAS exemptions totaling $8,346.88 ($6,408.92 office supplies; $780 membership dues; $280.35 
postage; $877.61 local phone usage) for four grants tested were charged during the 2008-09 fiscal year.  CAS exemptions are 
used to charge indirect costs as direct costs and are to be applied for “unlike circumstances”.  It is not clear whether the CAS 
exemptions used by the institution met the criteria for “unlike circumstances” as contemplated by the U.S. Department of 
Health and Human Services (USDHHS), the cognizant agency. 
 

Condition:  In accordance with institutional cost accounting practices, in certain circumstances the institution charges 
costs, which are normally indirectly charged, directly to its Federal grants.  The institution determines that such 
circumstances exist when a Federal grant, due to its size and nature, requires administrative or clerical services, or 
supplies, postage, or telecommunications costs that are well beyond the core of departmental support routinely provided 
for departmental activities. Institution personnel stated that because those costs can be identified readily and specifically 
with a project and have been specifically budgeted and approved by the sponsoring agency in the grant award 
application, the costs are allowable.  In cases where the sponsoring agency has delegated budget approval to the 
institution, institution approval is assumed equivalent to Federal agency approval.  The existence of “unlike 
circumstances” is evaluated on a project-by-project basis, and in certain instances the institution may apply CAS 
exemptions retroactively if it subsequently determined that a cost meets the institution’s c-riteria for exemption.  However, 
because the institution’s records do not evidence how the amounts exempted are well beyond the core of departmental 
support routinely provided, it is questionable as to whether the CAS exemptions used by the institution would meet 
Federal cost principle criteria. 
 
FAU Response:  In August 2009 we requested that USDHHS review our policy and to give us feedback as to whether or 
not it is in compliance with A-21.  We are currently awaiting their response.  Florida Atlantic University’s policies and 
procedures require that all CAS 502 items are evaluated on a project by project basis.  Each evaluation includes a review 
of the request along with a proper justification, the project budget, and scope.  Based on the justification, budget narrative 
and project scope, the Research Accounting Office assesses whether the requested items are unlike and unusual.  If, 
based on the assessment, the requested items are considered unlike and unusual, the CAS 502 request is approved. 
While the guidelines set forth in OMB Circular A-21 section F. 6b and Exhibit C create some level of subjectivity in 
identifying the unlike and unusual circumstances, FAU‘s policies and procedures are strictly enforced. 
 
Implementation Date:  June 30, 2010 

 
Finding 3.  FA 09-113:  After-the-fact time-and-effort payroll certification forms did not reflect actual time worked by 
employees on various Federal contracts and grants, and such forms and reports documenting time-and-effort were not always 
certified by the employee or an individual with direct knowledge of the employee’s work, contrary to Federal cost principles. 

 
Condition:  In our report No. 2009-144, finding No. FA 08-108, we noted that the institution’s procedures required that 
payroll certification forms be approved at the end of each pay period by the Department head and the timekeeper.  These 
forms were 
prepared after-the-fact; however, the percentage of effort was based on budgeted or anticipated percentages of effort 
rather than actual effort and were not signed by the employee or an individual with direct knowledge of the employee’s 
activities.  In addition, faculty is required to document non-instructional activities in the Faculty Academic and Information 
Reporting system; however, these reports (timesheets) are not always signed by the employee or an individual with direct 
knowledge of the employee’s activities.  
 
During our current audit, we were advised by institution personnel that to ensure compliance, the institution is 
implementing a new time-and-effort system to address these issues with an anticipated completion date of Spring 2010. 
 
FAU Response:  We are well along in our implementation. Florida Atlantic University is currently testing the new Effort 
Certification system and is expecting to go live in the Spring of 2010.  An intensive roll-out program, which includes 
meetings with faculty, announcements via monthly newsletters, and other email announcements is currently in progress 
to prepare University faculty and staff for this new requirement. 
 



 

 

The University will establish new policies and procedures to ensure that after-the-fact activity certification in the new 
Time-and-Effort system reflects the actual effort and that this effort is certified by the employees and other staff with direct 
knowledge of the employee’s work in accordance with OMB Circular A-21. 
 
Implementation Date:  April 30, 2010 
 

IMPLEMENTATION PLAN/DATE 
 
June 30, 2010.. 
 

FISCAL IMPLICATIONS 
 
Not Applicable. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Supporting Documentation: Report No. 2010-165. 
 
Presented by:   Mr. Dennis J. Crudele, Interim Senior Vice President-Financial Affairs Phone:  561-297-3266 
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