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- EXECUTIVE SUMMARY

SUMMARY OF INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS

The State of Florida’s basic financial statements, as of and for the fiscal year ended June 30, 2011, were fairly
presented in all material respects, in accordance with accounting principles generally accepted in the United
States. Our report is included in the Florida Comprehensive Annual Financial Report for fiscal vear ended
June 30, 2011, issued by the Chief Financial Officer.

SUMMARY OF INDEPENDENT AUDITOR’S 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

Internal Control Over Financial Reporting

We noted the following matters involving the internal control over financial repotting and its operation that
we considered to be material weaknesses:

» The Agency for Health Cate Administration did not record 2 teceivable and deferred revenue to
represent its claim on Federal financial resources related to incuttred-but-not-reported (IBNR)
Medicaid claims. (Finding No. FS 11-001)

» For claims payable, accounts payable and accrued liabilites, and expenditures, the Agency for
Health Cate Administration did not follow established fiscal year-end procedutes tequiting the
accrual of expenditute amounts in accordance with generally accepted accounting principles.
(Finding No. F§ 11-002)

We consider the following deficiencies in internal control over financial reporting and its operation to be
significant deficiencies:

» For receivable and related financial statement accounts, we found that the Agency for Health Care
Administration did not propesly accrue revenues in accordance with generally accepted accounting
principles. (Finding No. FS 11-003)

» The Agency for Health Care Administration did not have a process in place to monitor compliance
with Medicaid Program matching requirements. (Finding No. F5 11-004)

We noted additional matters that were reported to management but that we did not consider t be
significant deficiencies.

» The Department of Financial Services did not, in all instances, identify and correcdy record financial
statement transactions for the Rehabilitation and Liquidation Trust Fund. (Finding No. FS 11-005)

» The Department of Education did not take into consideration the short-term portion of university
anxiliary debt teported by the various colleges and universities when calculating the amount
reported as advances to other entities. (Finding No. FS 11-006)

Compliance
The results of our tests disclosed an insiance of noncompliance that is required to be reported by

Government Auditing Standards. We found that the Agency for Health Care Administration had not
documented that the State had met the matching requirements of the Medicaid Program. (Finding No.

FS 11-004)
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SUMMARY OF INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WTTH OMB CIRCULAR A-133

State agencies, universities, and colleges administered approximately 615 Federal awards programs of
progtam clusters during the 2010-11 fiscal year. Expenditures for the 36 major programs totaled $38.5
billion, or approximately 94 percent of the total expenditures of $41.1 billion, as reported on the
supplementary Schedule of Expenditures of Federal Awards.

Compliance requirements for majot programs are established in the OMB Circular A-133 Compliance
Supplement. ‘Types of compliance requirements include: Activities Allowed or Unallowed; Allowable
Costs/Cost Principles; Cash Management; Davis-Bacon Act Eligibility; Martching, Level of Effort,
Eatmarking; Period of Availability of Federal Awards; Procurement and Suspension and Debarment;
Reporting; Subrecipient Monitoring; and Special Tests and Provisions.

Compliance

For the Special Education Cluster, we were unable to express and did not express an opinion on the
Department of Education’s compliance with the Matching, Level of Effort, Earmarking requirement
because the Department of Education had not yet accumulated the information needed to demonstrate
whether the State had met the State-level maintenance of effort requirement. (Finding No. FA 11-027)

The State of Florida complied, in all material respects, with the compliance requirements applicable to each
of its other major Federal awards programs, except as described in the following instances, which resulted in

opinion qualifications:

» The Department of Transportation did not always follow established procedures requiring the
documentation of monitoring activities for the Highway Planning and Construction Cluster.

(Finding No. FA 11-016)

$ The Executive Office of the Governor did not document that weekly certified payrolls from
subtecipients for the State Enetgy Program were received and reviewed for compliance with the
Davis-Bacon Act. (Finding No. FA 11-019)

» The Depattment of Education did not maintain appropriate records to support the salaries and
benefit amounts charged to the Vocational Rehabilitation Cluster. Additionally, the Department of
Education did not always ensure that eligibility determinations were made within the time frame
requited by Program regulations. (Finding Nos. FA 11-030 and FA 11-031)

» The Department of Childten and Family Services failed to timely impose Child Support
Enforcement sanctions on uncooperative TANF (Temporary Assistance for Needy Families)

recipients. (Finding No. FA 11-049)

> In several of the instances tested, the Department of Revenue did not timely establish support
obligations or commence proceedings to establish support obligations and, if necessary, paternity
for the Child Support Enforcement program. Additionally, for several of the interstate cases tested,
the Department of Revenue did not provide required child support services within specified time
frames. (Finding Nos. FA 11-052 and FA 11-053)

» The Agency for Health Care Administration had not documented that the State had met the
matching requitements of the Medicaid Program and did not have a process in place to monitor
compliance with matching requirements. Additionally, Agency for Health Care Administration
procedures were not sufficient to ensure that Medicaid providers receiving pavinents had a current
Medicaid provider agreement in effect. Also, the Agency did not always maintain Medicaid provider
files containing applications, agreements, and other tequired documentation evidencing the
provider’s eligibility to participate in the Medicaid program. (Finding Nos. FA 11-069 and FA 11-070)
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» The Departmest of Children and Family Senvices did not meet the maintenance of effort
requitement for the Block Grants for the Prevention and Treatment of Substance Abuse Program.
(Finding No. FA 11-075)

The results of our audit also disclosed other instances of noncompliance pertaining to programs
administered by various State agencies, universites, and colleges as described in the SCHEDULE OF
FINDINGS AND QUESTIONED COSTS. Some of the instances of noncompliance resulted in quesrioned
costs subject to disaliowance by the grantor agency.

Internal Control Over Compliance

We noted numerous mattets at various State agencies, universities, and colleges involving internal control
over compliance and its operation that we considered to be significant deficiencies. Significant deficiencies
are described in the SCHEDULE OF FINDINGS AND QUESTIONED COSTS and pertained to several
compliance requirements. The following significant deficiencies were considered material weaknesses:

» The Department of Community Affairs did not appropriately allocate salary and benefit costs
charged to the Low-Income Home Energy Assistance Program, the State-Administered CDBG
Cluster, and the Weathetization Assistance for Low-Income Persons Program. (Finding No.
FA 11-005)

» The Department of Revenue’s contract with a service provider for Unemployment Insurance did not
include provisions requiring the provider to deliver an independent service auditor’s report
describing the provider’s internal controls and opining on the effectiveness of those controls related
to the collection of data for unemployment taxes. (Finding No. FA 11-010)

» The Division of Emergency Management did not appropriately allocate salary and benefit costs
charged to the Disaster Grants and Hazard Mitigation Programs and the Homeland Security
Cluster. Additionally, the Division of Emergency Management did not always maintain sufficient
documentation to evidence duting-the-award monitoring of subrecipients for the Homeland
Security Cluster. (Finding Nos. FA 11-076 and FA 11-080)

» The instances described in the previous paragraphs on compliance for the Highway Planning and
Construction Cluster (Finding No. FA 11-016); State Energy Program (Finding No. FA 11-019);
Vocational Rehabilitation Cluster (Finding No. FA 11-030); and Medicaid Cluster (Finding Nos.
FA 11-069 and FA 11-070) also involved material weaknesses in internal control.

SUMMARY OF INDEPENDENT AUDITOR'S REPORT
ON SUPPLEMENTARY INFORMATION

The State’s supplementary Schedule of Expenditures of Federal Awards (SEFA) is presented for purposes of
additional analysis as required by OMB Circular A-133 and is not a required patt of the State’s basic
financial statements. The State’s SEFA does not include the State’s blended component units, Workforce
Florida, Inc., and Scripps Florida Funding Corporation; discretely presented component units of the State’s
universities and colleges; or discretely presented component units other than the State’s universities and
colleges. Information on the SEFA is fairly stated, in all material respects, in relation to the basic financial

statements taken as a whole.

AMERICAN RECOVERY AND REINVESTMENT ACT OF 2009 (ARRA)

During the 2010-11 fiscal year, the State of Florida received and expended over $6.6 billion in Federal funding
provided pursuant to the ARRA. The United States Congress mandated additional reperting and
transparency requirements to be met by recipients of ARRA funds, and the Federal Single Andit has been
identified as one of the tools used to measure the degree of stewardship and accouniability provided by the
states for moneys provided under ARRA. Expenditures of ARRA funds are separately identified on the
supplementary Schedule of Expenditures of Federal Awards. Programs that included ARRA funds, and for
which findings are disclosed in the SCHEDULE OF FINDINGS AND QUESTIONED COSTS, are
distinctively identified in the SCHEDULE OF FINDINGS AND QUESTIONED COSTS and the INDEX
OF FEDERAL FINDINGS BY FEDERAL AGENCY AND COMPLIANCE REQUIREMENT.
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SCOPE

As a condition of receiving Federal funds, the U.S. Office of Management and Budget (OMB) requires, as
described in OMB Circular A-133, an audit of the State’s financial statements and major Federal awards
programs. Pursuant to Section 11.45, Florida Statutes, we conducted an audit of the basic financial
statements of the State of Florida as of and for the fiscal vear ended June 30, 2011, We also subjected
supplementary information contained in the State’s Comprehensive Annual Financial Report and the State’s
Schedule of Expenditures of Federal Awards to auditing procedures applied in our audit of the basic
financial statements. Additionally, we andited the State’s compliance with governing requirements for the
Federal awards programs ot program clusters that we identified as major programs for the fiscal year ended

June 30, 2011, :
OBJECTIVES

The objectives of our audit were:

» The expression of opinions concerning whether the State’s basic financial statements were presented
fairly, in all material respects, in accordance with accounting principles generally accepted in the
United States.

» The expression of an opinion concerning whether the State’s Schedule of Expenditutes of Federal
Awards is presented fairly, in all material respects, in relation to the State’s basic financial
statements taken as a whole.

» To obtain an understanding of the internal control over compliance for each major Federal program,
assess the control risk, and perform tests of controls, unless the controls were deemed to be
ineffective.

» The expression of opinions concerning whether the State complied, in all material respects, with
laws, regulations, and the provisions of contracts or grant agreements that may have a direct and
matertial effect applicable to each of the major Federal programs.

METHODOLOGY

We conducted our andit in accordance with auditing standards generally accepted in the United States of
America, applicable standards contained in Government Auditing Standards issued by the Comptroller

General of the United States, and OMB Citcular A-133.
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. ~ AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
111 West Madison Street
Davip W. MARTIN, CPA Tallahassee, Florida 32399-1450 PHONE: 850-488-5534
AUDITOR GENERAL Fax: 850-488-6975

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the governmental activities, the business-type actviges, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the State of
Flosida as of and for the fiscal year ended June 30, 2011, which collectively cotnprise the State of Florida’s basic
financial statements and have issued out report thereon dated January 25, 2012. Our report includes 2 reference o
other auditors. We conducted our audit in accordance with auditing standards generally accepted in the United Seates
of America and the standards applicable to financial audits contained in Government Auditing Standards, issucd by the
Comptroller General of the United States. Other auditors audited the financial statements of the Prepaid College
Program, Florida Turnpike System, Husricane Catastrophe Fund, certain discretely presented component units, the
Legislature, the College Savings Plan, and trust funds maintained by the State Board of Administration to account for
the investments of the Florida Refirement System and the Public Employee Optional Retirement Program, as
described in our report on the State of Florida’s financial statements. This report does not include the results of the

other auditors’ testing of internal control over financial reporting or compliance and other matters that are reported

on separately by those auditors.

Internal Control Over Financial Reporting

Management of the State of Florida is responsible for establishing and tmaintaining effective internal control over
financial reporting. In planning and performing our audit, we considered the State of Florida’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectveness of the Srate of Flonda’s
interna) control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the State

of Florida’s internal control over financial reporting,

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over financial reportng that might be
significant deficiencies ot material weaknesses and therefore, there can be no assurance that all deficiencies, sigrificant
deficiencies. or material weaknesses have been idenafied. However, as discussed in the FINANCIAL STATEMENTS
FINDINGS secton of the accompanving SCHEDULE OF FINDINGS AND QUESTIONED COSTS. we idenutied
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certain deficiencies in internal control over financal reporung thar we consider o be material weaknesses and other

deficiencies that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a conuol does not aliow management of
emplovees, in the normal course of performing their assigned funcrons, to prevent, or detect and correct
misstatements on a tmely basis. A material weakness is a deficiency, or combinaton of deficiencies, m inrernal
control such thar there is a reasonable possibility that 2 material misstatement of the enuty’s financial statements wiil
not be prevented, or detected and corrected on a timely basis. We consider the deficiencies described in (inding Nos.
FS 11-001 and FS 11-002 in the FINANCIAL STATEMENTS FINDINGS section of the accompanving
SCHEDULE OF FINDINGS AND QUESTIONED COSTS to be material weaknesses.

A significant deficiency is a deficiency or a combination of deficiencies in internal control that s less severe than 2
material weakness, yet important enough to merit attention by those charged with governance. We consider the
deficiencies described in finding Nos. FS 11-003 and FS 11-004 in the FINANCIAL STATEMENTS FINDINGS
section of the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS to be significant

deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the State of Florida’s financial statements are free of marerial
misstatement, we petformed tests of its compliance with certain provisions of laws, administrative rules, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opiion. The results of our tests
disclosed an instance of noncompliance that is required to be reported under Government Auditing Standards and which
is described in the FINANCIAL STATEMENTS FINDINGS section of the accompanying SCHEDULE OF
FINDINGS AND QUESTIONED COSTS as finding No. FS 11-004.

We also noted two additional matters involving the State’s internal control over financial reporting, that we reported
to management as finding Nos. FS 11-005 and FS 11-006 in the FINANCIAL STATEMENTS FINDINGS section of

the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS.

State agency responses to cach of the findings identified in our audit are included in the SCHEDULE OF FINDINGS
AND QUESTIONED COSTS. We did not audit these responses and, accordingly, we express no opinion on them.

Pursuant to Section 11.45(4), Florida Statutes, this report is a public record and its distribution is not Limited,
Auditing standards generally accepted in the United States of America require us to indicate that this report is
intended solely for the information and use of the Legislative Auditing Commirttee, members of the Florida Senate
and the Florida House of Representatives, Federal and other granting agencies, the Executive Office of the Governor,
and applicable management and is not intended to be used and should not be used by anyone other than these

specified parties.

Respectfully submitred,

L 0 A

David W Martin, CPA
January 25, 2012
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
Davip W, MarTIN, CPA 111 West Madison Street PHONE: 850-488-55-34
AUDITOR GENERAL Tallahassee, Florida 32399-1450 Fax: 850-488-6975

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Compliance
We have audited the State of Florida’s compliance with the types of compliance requirements described in the United

States Office of Management and Budget (OMB) Ciriular A-133 Compliance Supplement that could have 2 direct and
material effect on each of the State of Florida’s major Federal progrars for the fiscal year ended June 30, 2011. The
State of Florida’s majot Federal programs are identified in the SUMMARY OF AUDITOR’S RESULTS section of the
accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS. Compliance with the requirements
of laws, regulations, contracts, and grants applicable to each of its major Federal programs is the responsibility of the
State of Flotida’s management. Our responsibility is to express an opinion on the State of Florida’s compliance based

on our audit,

The State of Florida’s basic financial statements include the operations of component units that received Federal
awards during the fiscal year ended June 30, 2011, that are not included in the State’s supplementary Schedule of
Expenditures of Federal Awards. Our audit of Federal awards, as desctibed below, did not include the operations of
the blended component units, Workforce Florida, Inc., and Scripps Florida Funding Corporation, or discretely
presented component units of the State agencies, universities, and colleges. As applicable, Federal awards
administered by these component units are the subjects of audits completed by other auditors. Our audi, as

described below, also did not include the operations of the Legislature.

Except as discussed in the following paragraph, we conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to financial audits contained in
Gavernment Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Asdity of States. Local Governments, and Now-Profit Organizations. Those standards and OMB Circular A-133 require that
we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the tpes of
compliance requirements referred to above that could have a direct and marerial effect on a major Federal program
oceurred.  An audit includes examining, on a test basis, evidence about the State of Florida’s compliance with those

requirements and petforming such other procedures as we considered necessarv in the circumstances. We believe that

s
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our audit provides a reasonable basis for our optwon. Our audit does not provide a legal determination of the Srate

of Florida’s compliance with those requirements.

We were unable to obtain sufficient documenration supporting the compliance of the State of Flonda with the Specal
Fducation Cluster (CFDA Nos. 84.027, 84173, 84.391, and 84.392) regarding the Matching, Level of Lffort,
Earmarking compliance requirement (see finding No. FA 11-027 mn the accompanving SCHEDULE OF
FINDINGS AND QUESTIONED COSTS), nor were we able to sansfy ousselves as to the State of Flonda’s

compliance with this requirement by other audiung procedures.

As described in the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS, the Srate of
Florida did not comply with the requirements listed below for the Federal programs listed below. Compliance with
such requirements is necessary, in our opinion, for the State of Florida to comply with the requirements applicable to

the respective Program.

Finding Major Program Trpes of Compliance Requirements Not
No. Complied With
Fa 11-
016 Highway Construction and Planning Cluster Subrecipient Monitoring
(CFDA Naos. 20.205, 20.219, 20.933, and
23.003)
019 State Energy Program (CFDA No. 81.041) Davis-Bacon Act
030 Vocational Rehabilitation Cluster (CFDA Allowable Costs/Cost Principles
Nos. 84.126 and 84.390)
031 Vocational Rehabilitation Cluster (CFDA Eligibility
Nos. 84.126 and 84.390)
049 TANF (Temporary Assistance for Needy Special Tests and Provisions — Child

Families) Cluster {CFDA Nos. 93.558, Support Non-Cooperation

93.714, and 93.716}

052 Child Support Enforcement (CFDA Special Tests and Provisions -
No. 93.563) Establishment of Paternity and Support
Obligations
033 Child Support Enforcement (CFDA Special Tests and Provisions — Child

No. 93.563)

Support Services for Interstate Cases
Matching, Level of Effort, Farmarking

069 Medicaid Cluster (CFDA Nos. 93.720,
73.775, 93.776, 93.777, and 93.778)

070 Aedicaid Cluster (CFDA Nos. 93.720, Special Tests and Provisions - Provider
73,775, 93.776, 93.777, and 93.778) Eligibility

075 Block Grants for Prevention and Treatment Matching, Level of Effort, Earmarking

of Substance Abuse (CFDA No. 93.959)

In our opinion, except for the effects of such noncomplance, if any, as might have been derermined had we been able
to examine sufficient evidence regarding the State of Florida’s compliance with the requirements of the Special
Education Cluster regarding Matching, Level of Effort, Earmarking, and except for the noncompliance described m
the preceding paragraph, the State of Florida complied, in all material respects, with the compliance requirements
veferred to above that could have a direct and material effect on each of its major Federal programs for the fiscal vear
ended Jure 30, 2011. The results of our auditing procedures also disclosed other instances of noncomphance with

those requirements, which are required 10 be reported 1n accordance with OMB Circular A-133 and which are
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described in the accompanving SCHEDULE OF FINDINGS AND QUESTIONED COSTS as finding Nos.
Faill-

002 004 through 005 009 012 through 015
018 020 through 024 026 028 through 029
032 035 037 040 through 041
443 045 through 046 043 050 through 031
055 through 056 060 through 061 063 066 through 068
071 076 079 082 through 111

113 through 120

Internal Control Over Compliance

Management of the State of Florida is responsible for establishing and maintaimng effective nternal conurol over
compliance with the requirements of laws, regulations, contracts, and grants applicable to Federal programs. In
planning and performing our audit, we considered the State of Flonda’s internal control over compliance with the
requirements that could have a direct and material effect on a major Federal program to determine the anditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of

the State of Florida’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be
significant deficiencies or material weaknesses and therefore, there can be no assurance that all deficiencies, significant
deficiencies, or material weaknesses have been identified. However, as discussed below, we identfied certamn

deficiencies in internal control over compliance that we consider to be mmaterial weaknesses and other deficiencies that

we consider to be significant deficiencies.

A deficiency in internal control over comphianee exists when the design or operation of a control over compliance does not
allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct, noncompliance with a type of compliance requirement of 2 Federal program on a timely basis. A material
weakness in internal control over complance 1s a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is reasonable possibility that material noncompliance with a type of complance
requirement of a Federal program will not be prevented, or detected and corrected, on a timely basis. We consider
the deficiencies in internal control over compliance described in the following finding Nos. of the accompanying
SCHEDULE OF FINDINGS AND QUESTIONED COSTS o be matenial weaknesses.
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MARCH 2012
Finding Maor Program Compliance Requirement
No.
Faitl-

005 State-Administered CDBG Claster {CFDA Activiges Allowed or Unallowed and
Nos. 14.228 and 14.253) Allowable Costs/Cost Panciples
Weatherization Assistance for Low-Income
Persons (CFDA No. 81.042)

Low-Income Home Energy Assistance (CFDA
No. 93.568)
010 Unemployment Insurance (CFDA No. 17.225) Reporting and Special Tests and
Provisions — Employment Expenence
Ratung

016 Highway Planning and Constructon Cluster Subrecipient Monitoring
(CFDA Nos. 20.205, 20.219, 20.933, and
23.003}

019 State Energy Program (CFDA No. 81.041) Davis-Bacon Act

030 Vocational Rehabilitadon Cluster (CFDA Allowable Costs/Cost Pranciples
Nos. 84.126 and 84.390)

069 Medicaid Cluster {CFDA Nos, 93.720, 73.775, Matching, Level of Effort, Earmarking
93.776, 93.777, and 93.778)

070 Medicaid Cluster (CFIDA Nos. 93.720, 73.775, Special Tests and Provisions — Provider
93.776, 93.777, and 93.778) Eligibility

076 Disaster Grants — Public Assistance Activities Allowed or Unallowed and
(Presidentially Declared Disasters) (CFDA Allowable Costs/Cost Principles
No. 97.036)

Hazard Mitigation Grant (CFDA No. 97.039)
Homeland Security Cluster (CFDA Nos. 97.004
and 97.067)
080 Homeland Securty Cluster (CFDA Nos. 97.004 Subrecipient Monitordng

and 97.067)

A significant deficiency in internal control over compliance is a deficiency, ot combination of deficiencies, in internal control
over compliance with a type of compliance requirement of a Federal program that 1s less severe than a matenal
weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance. We consider the deficiencies in internal control over compliance described in the following finding Nos.
of the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS to be significant deficiencies:

The State agencies’, unversities’,

001 through 004

020 through 026

054 through 063

078 through 079
100

006 through 009
028 through 629
065 through 066
081 through 086
103 through 105

011 through 014 07

032 through 038 040 through 049
071 through 072 074

089 through 090 097 through 098
113 through 120

and colleges’ responses to the findings identified in our zudit are described in the

accompanving SCHEDULE OF FINDINGS AND QUESTIONED COSTS. We did not audit these responses

and, accordingly, we express no opinion on the responses.
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Pursuant to Section 11.43(4). Florda Statutes, this report is a public record and 1tz distibuuon 15 not hrmited.
Auditing standards generailv accepted in the United States of Amerca require us to indicate that this report 13
intended for the information and use of the Legislative Auditing Commirree, members of the Flonida Senate and the
Florida House of Representatives, the Execuuve Office of the Governor, applicable management, Workforce Florida,
Inc., and Federal awarding agencies and pass-through entities, and is not intended o be and should not be used by

anvone other than these specified paraes,

Respectfully submirted,

(LD 4]

David W. Maran, CPA
March 7, 2012
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building

v 7 - N B . . . =
Davip W. MARTIN, CPA 111 West Madison Street P;S;_ 58‘5805_ 3;;3_ 2;;; +

AUDITOR GENERAL

Tallahassee, Florida 32399-1450

The President of the Senate, the Speaker of the
House of Representauves, and the
Legislative Auditing Committee

INDEPENDENT AUDITOR’S REPORT ON
SUPPLEMENTARY INFORMATION

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the State of
Flotida as of and for the year ended June 30, 2011, and have issued our Independent Auditor’s Report thereon dated
January 25, 2012, which contained an unqualified opinion on those financial statements. Our report includes a
reference to other auditors. Our audit was petformed for the purpose of forming opinions on the financial

staternents that collectively comprise the State of Florida’s basic financial statements.

The accompanying SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS is presented for the
purposes of additional analysis as required by OMB Circular A-133 and is not a required part of the basic financial
statemenes. The SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain other procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS is fauly

stated in all marerial respects in relation to the basic financial statements as a whole.

Respectfully submirted,

(LD 4 Ao

David W. Maran, CPA
January 25, 2012
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SUMMARY OF AUDIT RESULTS

Financial Statements

Type of auditor's report issued:
Unqualified on all apinien units

Internal control over financial reporting:
Materiai weakness identified? Yes

Significant deficiencies identified that are not considered
to be material weaknesses? Yes

Noncompliance material to financial statements noted? Yes

Federal Awards
Internal control over major programs:
Material weaknesses identified? Yes

Significant deficiencies identified that are not considered
to be material weaknesses? Yes

Type of report the auditor issued on compliance for major programs:
Ungualified for all major programs, except for the following programs
which were qualified:
Highway Planning and Construction Cluster (20.205, 20.219, 20.993,
and 23.003)

State Energy Program (81.041)
Special Education Cluster (84.027, 84.173, 84.321, and 84.392)

Vocational Rehabilitation Cluster {84.126 and 84.390)

TANF (Temporary Assistance for Needy Families) Cluster
(93.558, 93.714, and 83.716}

Child Support Enforcement (83.563)

Medicaid Cluster (83.720, 93.775, 93.776, 93.777, and 93.778)

Block Grants for Prevention and Treatment of Substance
Abuse (93.959}

Any audit findings disclosed that are required to be reported
in accordance with Section .510(a) of OMB Circular A-1337 Yes

Dollar threshold used to distinguish between
Type A and Type B programs: $61,642,324

Auditee qualified as low-risk auditee? No
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LiSTING OF MAJOR PROGRAMS
FISCAL YEAR ENDED JUNE 30, 2011

Name of Federal Program or Cluster {1} {3)

SHAP Cluster 124

Child Nutrdion Clusier

Cailg and Adut Gare Food Program

CDBG - State-Admiesmstered COBG Cluster (2
Employment Service Cluster (2
Unempicyment insutaace ()

WIA Cluster {7}

Highway Planning ang Construciion Chisier {2)

High-Speed Rak Cornidors ang Intescty Passenger Rail Service - Capiia! Assistance Grants (2}

Capitahzation Grants for Clean Water State Revoling Funds (2)
Capitalization Grants for Drinking Waler Siate Revohing Funds {7)
State Energy Peggram (2

\Weatherizalion Assistance for Low-Income Persons (2)

Titie |, Part A Cluster (2)

Soeciat Education Clusier (IDEA) 2)

Federal Family Education Loans - Guararly AQerty

Caraer and Technica! Edusation - Basic Grants o States
Vacationat Rehabiliishon Cluster (2}

Impreving Teacher Quafly Stale Grants

State Fiscal Stabilizafion Fond Cluster (2}

Education Jobs Fund {2}

TANF Cluster {2}

Child Seppost Enforcament {2)

Refisyee and Entrant Assistance - State Administered Programs
Low-Inceme Home Energy Assistance

CCDE Cluster (2)

Sacial Senvces Block Grant

Kedicaid Cluster {2}

Childran's Heallh insuraace Program

HIV Care Formuia Granls

Biock Grants for Prevention and Treatnet of Sibsiance Abyse
Homefand Securty Cluster

Disaster Grants - Public Assisianze (President:aty Declared Disasiers)

Hazard Mitigation Grant

Student Financial Assistance Cluster {inciucing CFDA Ho. 84.032 Lenders) {2)

Resaarch and Development Cluster (2)

Total

CFDA Numberis} Total Expenditures
10.551 8 10.50° § ST
355 10555, 10556 & iC 558 C11.345 127
10358 186,032 82
142088 1425 107 43018
17207, 17 03 § 17 804 56 348 130
17,225, 17 245, 497 034 5567 172983
17,258 17 250, 17 280 17207 17 7R 17280 817 288 185 706 B2
20.205. 20.219, 20833, & 22.003 1.502.97¢ 485
26319 399537
45453 135357 525
65 368 67 460.974
81041 Vo
81042 11.409.341
84010 & 84.389 §30,443.17¢
4077 84173, 84331, &84392 882 807075
$4.032 244 771883
84 048 68 319,764
84.126 & 84 380 161,357 664
84 367 126,797 215
84304 & 84,367 1,348 538 534
84410 14 083 3
93558, 93 744,893 18 470 528 561
93583 24072638
43 566 77604707
93.568 112,784,200
93.575,93.586, 8 82713 401.872,828
93 667 167458108
93,720, 93775, 93.776. 83,777, & 3778 12 708,446,385
93.767 368 260,086
83017 116 625,520
93 959 108,537 430
97 904 & 97 067 56.926 985
87436 129,35 760
RIRIKY 78,513 587
{1 3636,385 468
i 74092611

Noles it The Schedue of Expencitures of Federal Swards ientfies the programs mehuded wilin the tespecive chisters
(&7 These programs inciude ARRA furds sxpenced dusing the 201C-5t f50al year.
(3 Pursuant io the auc refie! greusions of e OKB Swigle Audit In'esvar Contral Pl Prorect - Phase 1. we seplaeed! sic a-nisk Type A programs wih firge agh-nisk

ARRA-furgec Tyoe B orograms.

§ IARLIELTSE
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FINaNCIAL STATEMENTS FINDINGS

Our audit of the Stte of Florida's basic financial statements for the fiscal year ended June 30, 2011, disclosed cerrain
matrers that we communicated in the INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS. These findings are categorized 1n accordance with auditng
standards generally accepted in the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards issued by the Comptroller General of the United States. Those standards require that
findings be categorized in a manner that discloses their significance. The categorizations established and defined by
the standards are as follows:

A deficiency in internal control exists when the design or operaton of 2 control does not allow management or employees,
in the normal course of performing their assigned functons, to prevent or detect misstatements on a timely basis. A

material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable

possibility that a material misstaternent of the financial statements will not be prevented, or detected and corrected on
a timely basis.
A significant deficiensy is a deficiency or a combination of deficiencies in internal control that is less severe than a

material weakness, vet important enough to merit attention by those charged with governance.

Our audit also disclosed additional matters, which are issues that, in the auditor’s opinion, should be reported, but which

do not clearly fit in any of the above-noted designations.



NOTE I - BASIS OF PRESENTATION AND SIGNIFICANT
ACCOUNTING POLICIES




NOTE | - B4SIS OF PRESENTATION AND SIGNIFICANT
ACCOUNTING POLICIES

The Schedule of Expenditures of Federal Awards has been prepared in accordance with the Lnited States Office of
\Management and Budget (OMN B Circular A-133 and presents Federal awards expended by 1the State of Florida. The
Single Audit Act Amendments of 1996 (Public Law 104156} and the OMB Circular A-133 define Federal awards
as Federal financial assistance and Federal cost-reimbursement contracts that non-Federal entities receive directly
from Federal awarding agencies or indirectly from pass-through entities. Federal financial assistance is defined as
assistance that non-Federal entities receive or administer in the form of grants. loans, loan guarantees. property,
cooperative agreements, interest subsidies. insurance. food commodities, direct appropriations. or other assistance.

The following summary of the State of Florida’s significant accounting policies and related information is presented
to assist the reader in interpreting the Schedule of Expenditures of Federal Awards and should be viewed as an
integral part of the accompanying schedule.

¢ Reporting Enlify

The reporting entity for the purposes of the accompanying schedule is the State of Florida primary government (i.c..
legislative agencies. the Governor and Cabinet, depattments and agencies, including Volunteer [lorida,
commissions. boards of the Executive Branch, and various offices relating to the Judicial Branch), the State
Universities (SU), and the State Commumity Colleges and Florida Colleges {SCC) exclusive of any component units
of the State Universities and Community Colleges and Florida Colleges. Chapter 2011-142, Laws of Florida,
reorganized the governmental structure of the State of Florida, effective July I, 2011. The law created section
20.60, Florida Statutes, to form the Department of Economic Opportunity (DEO) and abolished the Agency for
Workforce Innovation {AW1) and the Department of Community Affairs (DCA) by transferring many functions of
AW! and DCA to DEO. Most notably. the unemployment insurance program previously administered by AW was
transferred to DEO as a result of the reorganization. These changes will be reflected in the Schedule of
Expenditures of Federal Awards for the fiscal year ending June 30. 2012

s Cgtalog of Federal Domestic Assistance

The Catalog of Federal Domestic Assistance is a government-wide compendium of individual Federal programs. A
five-digit program identification number (CFDA No.) is assigned to each program included in the catalog. Those
programs that have not been assigned a CFDA number by the Federal Government and those programs for which
CFDA numbers could not be identified are fisted as CFDA No. XX.UNK entitled “Other Federal Awards™ and are
on the accompanying schedule. Note 5 further identifies these awards by a required agency-specific identifier.

s Expenditures

The column on the accompanying schedule captioned “2080-2011 Expenditures™ includes amounts using different
bases of accounting. The reporting entities also include expenditures refated to transfers received from other State
Agencies, State Universities. State Community Colleges. and Florida Colleges in this column.

Amounts reported on the accompanying schedule consist of amounts expended from Federal programs by those
entities determined in accordance with the accrual, modified accrual, and cash basis of accounting.

The State Agencies reported expenditures in accordance with the accrual, modified accrual, and cash basis of
accounting except for amounts reported for the Unemployment Insurance {1y Program (CFDA No. 17.223) and the
Federal Family Fducation Loans (FFEL) Program (CFIDA No. 84.032). Expenditures for the L1 Program and
payments to Jenders under the FFEL Program are reported using the accruat basis of accounting.

Expenditures reported for the majority of State Universities consist of amounts expended trom Federal programs by
the applicable institutions determined in accordance with the madified accruad and cash basis of accounting. The
New College of Florida and Floridza Atlantic Universin reported expenditures on the accrual basis of acecunting.



FExpenditures reparted for the majority of Siate Commanity Celleges and Florida Calleges consist of amounts
expended in accordance with the moditied accrual basis of accounting. Miami Dade College. Florida State College
at Jacksomville. Tallahassee Community College. Seminole State College of Florida and Indian River State College
reported expenditures on the accrual basis of accounting.

Appropriate adjustments have been made 1o the expenditures reported on the accompan ing schedule 1o preclude

reporting both the transfers of Federal awards pursuant to subrecipient relationships between the various State
Agencies, State Universities, State Community Colleges, and Florida Cotleges, and the subsequent expenditures.

e Transfers to Subrecipients Columi

The column on the accompanying schedule captioned “2010-2011 Transfers to Subrecipients”™ represents the
amounts transferred by the State Agencies, State Universitics, State Community Colleges. and Flotida Celleges 10
subrecipients that are not included in the State’s Schedule of Expenditures of F ederal Awards. The amounts in this
column are also included in the column captioned “2010-2011 Expenditures”. Transfers of federal awards between
the State Agencies, State Universities, State Community Colleges. and Flovida € olieges are not included in this
column.

o Administering Agency

The agencies and institutions reported as the administering agencies on the accompanying schedule represent the
entities that expended and/or administered the respective Federal awards programs.

e American Recovery and Reinvestment Act of 2009 (ARRA)

On February 13, 2009 Congress passed the American Recovery and Reinvestment Act of 2009 (Public Law 111-
5){Recovery Act). The Recovery Act’s three main goals are to create and save jobs. jump-start economic activity
and invest in long-term economic growth, and promote accountability and transparency in government spending,

To maximize the transparency and accountability of funds authorized under the Recavery Act. recipients covered by
the Single Audit Act Amendments of 1996 and OMB Circular A-133 must separately identify the expenditures for
Federal awards under the Recovery Act on the Schedule of Expenditures of Federal Awards.

ARRA funds reported during the 2010-201} Fiscal Year are included within the accompanying schedule.
Expenditures reported on the accompanying schedule for ARRA awards totaled $6.601,595,510.

s Noncash Assistaice

The State participates in several Federal awards programs in which noncash benefits are provided through the State
1o eligible program participants. The programs that report noncash benefits [i.e., Supplemental Nutrition Assistance
Program (CFDA No. 10.551). School Breakfast Program (CFDA No. 10,353}, School Lunch Program (CFDA No.
10.553), Special Supplemental Nutrition Program for Women, Infants, and Chitdren {CFDA No. 10.5337), Food
Commodities (CFDA No. 10.369), Surplus Property (CFDA No. 39.002). Energy Efficiency and Conservation
(CFDA No. 81.128), and Immunization Grants (CFDA No. 93.268)] are identified on the accompanying schedule by
a (1) next to the applicable grantor/program. All programs identified with a (1) repert 100% of their expenditures as
noncash benefits with the exception of lmmunization Grants {CFDA No. 93.268). Energy Efficiency and
Conservation (81.128), School Breakfast Program (CFDA No. 10353}, School Lunch Program {CFDA No, 10.335)
and Special Supplemental Nutrition Program for Women, [nfants, and Children (CFDA Ne. 103371 The State
gistributed vaccine. through the [nimunization Grants. valued at $193 miilion during the 2010-201 1§ Fiscal Year. The
State distributed noncash benefits in the amount of §7,354 through the School Breakfast Program, $70.036,299
through the School Lunch Program. §234.974.179 throush the Special Supplemental Nutrition Program for Women.
Infants, and Children and §1,789,413 through the Energy Efficiency and Conservation Block Grant Program. The
State uses the Electronic Benefit Transfer system to issug Suppiemental Nutrition Assistance Program benefits
(CFDA No. 105331 1o eligible recipients.
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STATE OF FLORIDA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FISCAL YEAR 20610-11
STATE AGENCIES
Florida Agency for Health Care Administration (FAHCA ). 1
Florida Department of Children and Family Services (FDCFS} i 7
Florida Department of Economic Opportunity (FDEQ) o 13
Florida Department of Education (FDOE) s 19
Florida Department of Environmental Protection (FDEP) oo 25
Florida Department of Health (FDOH).ccc ittt 27
Florida Department of Revenue (FDOR) e 33
Florida Department of Transportation (FDOT) ceovvierrinmanisscsssnresssscsimsisissssssssasisssssssnssasssaananes 39
Florida Division of Emergency Management (FDEM) ... 41
Florida Office of State Courts Administrator (FOSCA) it 45
UNIVERSITIES
Florida Agricultural and Mechanical University (FAMU) cctvvniimnraimminsrssessssnsisnmnesssssseseses 47
Florida Atlantic University (FAU) ittt snsssssssrensssssssniasisnsesmsassns 49
Florida International University (FIU) et sessssssstsssasss s 51
Florida State University (FSU) o 53
University of Central Florida (UCTF) cimmse st 55
University of FIorida (UF) st st 57
University of South FIorida (USF) vt s 59

University of West Florida (TWF) oot srasens 61
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