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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, 2013, 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 year ended
June 30, 2013, 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 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 reporting and its operation to be
a significant deficiency:

» The Agency for Health Care Administration did not appropriately record in the correct funds the
receivables resulting from Medicaid overpayments. (Finding No. 2013-001)

» The Agency for Health Care Administration did not correctly identify, calculate, and record all
Disproportionate Share Program receivables, revenues, and deferred revenues. (Finding
No. 2013-002)

» The Department of Management Setrvices did not separately record employee pension contributions
on the financial statements. (Finding No. 2013-003)

» The Department of Management Services did not properly classify its internal service fund’s net
position. (Finding No. 2013-004)

» The Statewide Financial Reporting Section impropetly classified financial activity for a blended
component unit as a special revenue fund rather than as an enterprise fund. (Finding No. 2013-005)

We noted the following additional matters that we reported to management but did not consider to be
significant deficiencies:

» The Department of Revenue did not record the Medicaid claims amount due from the counties as
certified by the Agency for Health Care Administration. (Finding No. 2013-006)

» The Department of Highway Safety and Motor Vehicles inadvertently coded transactions as
Accounts payable and accrued liabilities rather than Due to other funds. (Finding No. 2013-007)

» The Agency for Health Care Administration did not record all year-end accounts payable and
expenditures in the period the transactions occurred. (Finding No. 2013-008)

» The Department of Education incorrectly recorded Advances to other entities, Investment earnings,
and Deferred revenue for the Board of Governors auxiliary debt obligations to be repaid by colleges
and universities. (Finding No. 2013-009)

» The Department of Education procedures for preparing the Schedule of Expenditures of Federal
Awards data form were not sufficient to ensure amounts reported were accurate. (Finding
No. 2013-010)
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SUMMARY OF INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
FOR EACH MAJOR FEDERAL PROGRAM AND REPORT ON
INTERNAL CONTROL OVER COMPLIANCE

State agencies, universities, and colleges administered approximately 620 Federal awards programs or
program clusters during the 2012-13 fiscal year. Expenditures for the 39 major programs totaled
$32.9 billion, or approximately 95 percent of the total expenditures of $34.6 billion, as reported on the
supplementary Schedule of Expenditures of Federal Awards.

Compliance requirements for Federal awards 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; Eligibility; Matching, Level of Effort, Earmarking;
Period of Availability of Federal Funds; Procurement and Suspension and Debarment; Reporting;
Subrecipient Monitoring; and Special Tests and Provisions.

Compliance

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

» For the Supplemental Nutrition Assistance Program (SNAP) Cluster, we were unable to express and
did not express an opinion on the Department of Children and Families compliance with the Special
Tests and Provisions — EBT Card Security requirement because the Department of Children and
Families had not yet provided the information needed to demonstrate whether the State had met the
requirement. (Finding No. 2013-011)

» The Department of Education did not correctly allocate IDEA funding under the Special Education
Cluster to local educational agencies in accordance with Federal regulations. (Finding No.
2013-023)

» The Department of Education did not meet the Federal maintenance of effort requirement and
incorrectly reported the non-Federal share of outlays amount on the Final Financial Status Report
submitted in December 2012 for the period July 2010 through September 2012 for the Career and
Technical Education — Basic Grants to States Program. (Finding No. 2013-026)

» The Department of Education did not appropriately allocate salary and benefit costs for employees
who worked on multiple programs or obtain periodic certifications for employees whose salaries and
benefits were paid solely from Rehabilitation Services — Vocational Rehabilitation Grants to States
funds.  Additionally, the Department of Education did not always ensure that eligibility
determinations were made within the time frame required by Program regulations. (Finding Nos.
2013-027 and 2013-028)

» The Department of Children and Families failed to impose Child Support Enforcement sanctions on
uncooperative Temporary Assistance for Needy Families (TANF) recipients. (Finding No.
2013-042)

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

Internal Control Over Compliance

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

il
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» The Department of Children and Families did not always pay TANF benefits in the correct
amounts. In addition, for the TANF Program and Medicaid Cluster, the Department of Children
and Families did not always timely process the Income Eligibility and Verification System (IEVS)
and non-IEVS data exchange responses received. (Finding Nos. 2013-039 and 2013-053)

» The instances described in the previous paragraphs on compliance for the Rehabilitation Services —
Vocational Rehabilitation Grants to States Program (Finding Nos. 2013-027 and 2013-028) and the
TANF Program (Finding No. 2013-042) also involved a material weakness in internal control.

SUMMARY OF INDEPENDENT AUDITOR’S REPORT ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY OMB CIRCULAR A-133

The State’s 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 part of the State’s basic financial
statements. The State’s SEFA does not include the State’s blended component units, Workforce Florida,
Inc., Scripps Florida Funding Corporation, and Space Florida; 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 2012-13 fiscal year, the State of Florida received and expended over $589 million in Federal
funding provided pursuant to ARRA. The United States Congress mandated additional reporting and
transparency requirements to be met by recipients of ARRA funds, and the Federal Single Audit has been
identified as one of the tools used to measure the degree of stewardship and accountability 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 ARRA-related 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.

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 year ended June 30, 2013. 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 audited the State’s compliance with governing requirements for the
Federal awards programs or program clusters that we identified as major programs for the fiscal year ended
June 30, 2013.

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 of America.

» The exptession of an opinion concerning whether the State’s Schedule of Expenditures 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 awards
program, assess the control risk, and perform tests of controls, unless the controls were deemed to
be ineffective.

1il
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» 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
material effect applicable to each of the major Federal awards programs.

METHODOLOGY

We conducted our audit 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 Circular A-133.

iv
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building

DAvVID W. MARTIN, CPA PHONE: 850-412-2722

AUDITOR GENERAL 111 West Madison Street FAX: 850-488-6975
Tallahassee, Florida 32399-1450

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 in accordance with auditing 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, 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
Florida as of and for the fiscal year ended June 30, 2013, and the related notes to the financial statements, which
collectively comprise the State’s basic financial statements, and have issued our report thereon dated
February 21, 2014. Our report includes a reference to other auditors. Other auditors audited the financial statements
of the Prepaid College Program Fund, Florida Turnpike System, Hurricane Catastrophe Fund, College Savings Plan
and the trust funds maintained by the State Board of Administration to account for the investments of the Florida
Retirement System and the Public Employee Optional Retirement Program, the Florida Housing Finance
Corporation, Citizens Property Insurance Corporation, component units related to the State’s universities and
community colleges, and certain other funds and entities 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

In planning and performing our audit of the financial statements, we considered the State’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the State’s internal control. Accordingly, we do not express an opinion on the effectiveness of

the State’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a

timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal control such that there is a
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reasonable possibility that a material misstatement of the financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with

governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. Given
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified. We did identify certain
deficiencies in internal control, described in finding Nos. 2013-001 through 2013-005 in the FINANCIAL
STATEMENTS FINDINGS section of the accompanying SCHEDULE OF FINDINGS AND QUESTIONED
COSTS that we consider to be significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the State’s financial statements are free from material
misstatement, we performed 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 opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Additional Matters

We also noted five additional matters involving the State’s internal control that we reported to management as finding
Nos. 2013-006 through 2013-010 in the FINANCIAL STATEMENTS FINDINGS section of the accompanying
SCHEDULE OF FINDINGS AND QUESTIONED COSTS.

State of Florida’s Response to Findings

State agency responses to the findings identified in our audit are included in the SCHEDULE OF FINDINGS
AND QUESTIONED COSTS. The State agency responses were not subjected to the auditing procedures applied

in the audit of the financial statements and, accordingly, we express no opinion on them.
Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
result of that testing, and not to provide an opinion on the effectiveness of the State’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards in

considering the State’s internal control and compliance. Accordingly, this report is not suitable for any other purpose.

Respectfully submitted,

JLC &) A

David W. Martin, CPA
Tallahassee, Florida
February 21, 2014
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
DAVID W. MARTIN, CPA 111 West Madison Street PHONE: 850-412-2722

AUDITOR GENERAL Tallahassee, Florida 32399-1450 Fiax: 830-488-6975

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

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Report on Compliance for Each Major Federal Program

We have audited the State of Florida’s compliance with the types of compliance requirements described in the OMB
Circular A-133 Compliance Supplement that could have a direct and material effect on each of the State of Florida’s major
Federal programs for the fiscal year ended June 30, 2013. The State of Florida’s major Federal programs are identified
in the SUMMARY OF AUDITOR’S RESULTS section of the accompanying SCHEDULE OF FINDINGS AND
QUESTIONED COSTS.

The State of Florida’s basic financial statements include the operations of component units which received Federal
awards during the fiscal year ended June 30, 2013, that are not included in the State’s Schedule of Expenditures of
Federal Awards required by OMB Circular A-133. Our audit of Federal awards, as described below, did not include
the operations of the blended component units, Workforce Florida, Inc., Scripps Florida Funding Corporation, and
Space Florida; discretely presented component units of the State of Florida’s universities and colleges; or discretely
presented component units other than the State of Florida’s universities and colleges. As applicable, Federal awards
administered by these component units are the subjects of audits completed by other auditors. Our audit also did not

include the operations of the Legislature.
Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable

to its Federal programs.
Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the State of Florida’s major Federal programs
based on our audit of the types of compliance requirements referred to above. 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 Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-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 types of compliance requirements referred to above that could have a direct and



MARCH 2014 REPORT NoO. 2014-173

material effect on a major Federal program occurred. An audit includes examining, on a test basis, evidence about the
State of Florida’s compliance with those requirements and performing such other procedures as we considered

necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major Federal program.

However, our audit does not provide a legal determination of the State of Florida’s compliance.

Basis for Qualified Opinion on the Supplemental Nutrition Assistance Program (SNAP) Cluster,
Special Education Clustet, Career and Technical Education — Basic Grants to States Program,
Rehabilitation Services — Vocational Rehabilitation Grants to States Program, and

Temporary Assistance for Needy Families (TANF) Program

As described in the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS, we were unable
to obtain sufficient documentation supporting the compliance of the State of Florida with CFDA Nos. 10.551 and
10.561 Supplemental Nutrition Assistance Program (SNAP) Cluster as described in finding No. 2013-011 for Special
Tests and Provisions — EBT Card Security, nor were we able to satisfy ourselves as to the State of Florida’s

compliance with those requitements by other auditing procedures.

As described in the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS, the State of

Florida did not comply with the requirements regarding the following:

Finding
No. 2013- CFDA No(s). Major Program (or Cluster) Name Compliance Requirement(s)
023 84.027 and 84.173 Special Education Cluster Matching, Level of Effort,
Earmarking

026 84.048 Career and Technical Education — Matching, Level of Effort,
Basic Grants to States Earmarking and Reporting

027 84.126 Rehabilitation Services — Vocational Allowable Costs/Cost Principles
Rehabilitation Grants to States

028 84.126 Rehabilitation Services — Vocational Eligibility
Rehabilitation Grants to States

042 93.558 Temporary Assistance for Needy Special Tests and Provisions —
Families Child Support Non-Cooperation

Compliance with such requirements is necessary, in our opinion, for the State of Florida to comply with the

requirements applicable to the respective Program.

Qualified Opinion on the Supplemental Nutrition Assistance Program (SNAP) Cluster,
Special Education Clustet, Career and Technical Education — Basic Grants to States Program,
Rehabilitation Services — Vocational Rehabilitation Grants to States Program, and

Temporary Assistance for Needy Families (TANF) Program

In our opinion, except for the possible effects of the matter and noncompliance described in the Basis for Qualified
Opinion paragraphs, the State of Florida complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on the Supplemental Nutrition Assistance Program
(SNAP) Cluster, Special Education Cluster, Career and Technical Education — Basic Grants to States Program,
Rehabilitation Services — Vocational Rehabilitation Grants to States Program, and Temporary Assistance for Needy
Families (TANF) Program for the fiscal year ended June 30, 2013.
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Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, the State of Florida complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its other major Federal programs identified in
the SUMMARY OF AUDITOR’S RESULTS section of the accompanying SCHEDULE OF FINDINGS AND
QUESTIONED COSTS for the fiscal year ended June 30, 2013.

Other Matters

The results of our auditing procedures disclosed other instances of noncompliance, which are required to be reported
in accordance with OMB Circular A-133 and which are described in the accompanying SCHEDULE OF
FINDINGS AND QUESTIONED COSTS as:

Finding Nos. 2013-:

018-019 021-022 025 029-031 035-037
039-041 044 046 048-049 051-053
055 058 061-080

Our opinion on each major Federal program is not modified with respect to these matters.

The State agencies’, universities’, and colleges’ responses to the noncompliance findings identified in our audit are
described in the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS. The State
agencies’, universities’, and colleges’ responses were not subjected to the auditing procedures applied in the audit of

compliance and, accordingly, we express no opinion on the responses.

Report on Internal Control Over Compliance

Management of the State of Florida is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the State of Florida’s internal control over compliance with the types of requirements that
could have a direct and material effect on each major Federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major Federal
program 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 material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were
not identified. However, as discussed below, we identified certain deficiencies in internal control over compliance

that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control over compliance 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 a Federal program on a timely basis. A waterial
weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance
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 findings of the accompanying
SCHEDULE OF FINDINGS AND QUESTIONED COSTS to be material weaknesses:
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Finding
No. 2013- CFDA No(s). Major Program (or Cluster) Name Compliance Requirement(s)
027 84.126 Rehabilitation Services — Vocational Allowable Costs/Cost Principles
Rehabilitation Grants to States
028 84.126 Rehabilitation Services — Vocational Eligibility
Rehabilitation Grants to States
039 93.558 Temporary Assistance for Needy Allowable Costs/Cost Principles,
Families Eligibility, and Special Tests and
Provisions — Income Eligibility
and Verification System
042 93.558 Temporary Assistance for Needy Special Tests and Provisions —
Families Child Support Non-Cooperation
053 93.720, 93,775, Medicaid Cluster Eligibility

93.777, and 93.778

A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control
over compliance with a type of compliance requirement of a Federal program that is less severe than a material
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 findings of
the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS to be significant deficiencies:

Finding Nos. 2013-:

013-015 017-021 024-026 029-030 033-038
046-049 051-052 055-056 058-060 063-064
072-073 080

The State agencies’, universities’, and colleges’ responses to the internal control over compliance findings identified in
our audit are described in the accompanying SCHEDULE OF FINDINGS AND QUESTIONED COSTS. The
State agencies’, universities’, and colleges’ responses were not subjected to the auditing procedures applied in the audit

of compliance and, accordingly, we express no opinion on the responses.

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.

Accordingly, this report is not suitable for any other purpose.

Respectfully submitted,

SO ) e

David W. Martin, CPA
Tallahassee, Florida
March 21, 2014
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
DAvID W. MARTIN, CPA 111 West Madison Street PHONE: 850-412-2722

FAx: 850-488-6975
AUDITOR GENERAL Tallahassee, Florida 32399-1450 =

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

INDEPENDENT AUDITOR’S REPORT ON
THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY OMB CIRCULAR A-133

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
Florida as of and for the year ended June 30, 2013, and the related notes to the financial statements, which collectively
comprise the State of Florida’s basic financial statements. We issued our Independent Auditor’s Report thereon dated
February 21, 2014, which contained unmodified opinions on those financial statements. Our audit was conducted for
the purpose of forming opinions on the financial statements that collectively comprise the State of Florida’s basic

financial statements.

The accompanying SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS is presented for purposes of
additional analysis as required by OMB Circular A-133 and is not a required part of the basic financial statements.
Such information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic 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 fairly stated in all material respects in relation

to the basic financial statements as a whole.

Respectfully submitted,

SO &) A

David W. Martin, CPA
Tallahassee, Florida
February 21, 2014
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SUMMARY OF AUDIT RESULTS

Financial Statements

Type of auditor's report issued:
Unmodified on all opinion units

Internal control over financial reporting:

Material weaknesses identified? No
Significant deficiencies identified? Yes
Noncompliance material to financial statements noted? No

Federal Awards

Internal control over major programs:
Material weaknesses identified? Yes

Significant deficiencies identified? Yes

Type of auditor’s report issued on compliance for major programs:
Unmodified for all major programs, except for the following programs

for which the report was qualified:

Supplemental Nutrition Assistance Program (SNAP) Cluster (10.551
and 10.561)

Special Education Cluster (84.027 and 84.173)
Career and Technical Education — Basic Grants to States (84.048)

Rehabilitation Services - Vocational Rehabilitation Grants to States
(84.126)

Temporary Assistance for Needy Families (TANF) (93.558)

Any audit findings disclosed that are required to be reported
in accordance with Section .510(a) of OMB Circular A-133? Yes

Dollar threshold used to distinguish between
Type A and Type B programs: $52,036,795

Auditee qualified as low-risk auditee? No
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LISTING OF MAJOR PROGRAMS
FI1sCAL YEAR ENDED JUNE 30, 2013

Name of Federal Program or Cluster (1)

SNAP Cluster

Child Nutrition Cluster

Special Supplemental Nutrition Program for Women, Infants, and Children
Child and Adult Care Food Program

CDBG - State-Administered CDBG Cluster (2)

Employment Service Cluster

Unemployment Insurance

WIA Cluster

Highway Planning and Construction Cluster (2)

Federal Transit Cluster

State Energy Program (2)

Title I, Part A Cluster (2)

Special Education Cluster

Career and Technical Education - Basic Grants to States
Rehabilitation Services - Vocational Rehabilitation Grants to States
Twenty-First Century Community Learning Centers

English Language Acquisition State Grants

Improving Teacher Quality State Grants

School Improvement Grants Cluster (2)

State Fiscal Stabilization Fund (SFSF) - Race-to-the-Top Incentive Grants (2)
Public Health Emergency Preparedness

Immunization Cooperative Agreements

Temporary Assistance for Needy Families

Refugee and Entrant Assistance State Administered Programs
Low-Income Home Energy Assistance

CCDF Cluster

Foster Care Title IV-E

Adoption Assistance

Social Services Block Grant

Children's Health Insurance Program

Medicaid Cluster (2)

HIV Care Formula Grants

Block Grants for Prevention and Treatment of Substance Abuse
Disability Insurance/SSI Cluster

Disaster Grants - Public Assistance (Presidentially Declared Disasters)
Hazard Mitigation Grant

Homeland Security Grant Program

Student Financial Assistance Cluster (2)

Research and Development Cluster (2)

Total

CFDA Number(s)

Total Expenditures

10.551 & 10.561

10.553, 10.555, 10.556, & 10.559
10.557

10.558

14.228 & 14.255
17.207,17.801, & 17.804
17.225 & 17.245

17.258, 17.259, & 17.278
20.205, 20.219, & 23.003
20.500, 20.507, 20.525 & 20.526
81.041

84.010 & 84.389

84.027 & 84.173

84.048

84.126

84.287

84.365

84.367

84.377 & 84.388

84.395

93.069 & 93.074

93.268

93.558

93.566

93.568

93.575 & 93.596

93.658

93.659

93.667

93.767

93.720, 93.775, 93.777, & 93.778
93.917

93.959

96.001 & 96.006

97.036

97.039

97.067

®

6

Notes: (1) The Schedule of Expenditures of Federal Awards identifies the programs included within the respective clusters.

(2) These programs include ARRA funds expended during the 2012-13 fiscal year.

10

$ 5,951,345,745
965,894,502
370,639,273
186,357,038
105,392,432
55,678,088
2,654,482,817
186,849,777
1,807,307,884
87,429,192
16,733,373
738,448,031
655,515,870
59,868,117
163,919,970
52,102,290
42,339,515
109,321,984
88,696,295
149,110,029
26,085,911
217,945,906
425,077,013
95,586,628
91,282,889
379,409,925
168,219,186
91,991,943
156,257,882
355,022,368
11,466,180,889
128,953,661
99,178,957
121,103,580
57,272,347
59,127,408
89,880,269
3,725,895,887
726,076,396

$32,927,981,267
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FINANCIAL STATEMENTS FINDINGS

Our audit of the State of Florida’s basic financial statements for the fiscal year ended June 30, 2013, disclosed certain
matters 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 FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS. These findings are categorized in accordance with auditing 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 operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A waterial weakness 1s a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the financial
statements will not be prevented, or detected and corrected on a timely basis.

» A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than
a material weakness, yet 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.

11
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Finding Number

Opinion Unit

Financial Statements
Account Title

SW Fund Number

State Agency

OLO-GF-SF-FID

GL Code

Adjustment Amount

Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and
Corrective Action Plan

Estimated Corrective
Action Date

Agency Contact and
Telephone Number

SIGNIFICANT DEFICIENCY
NET RECEIVABLES

2013-001
General Fund and Health and Family Services Fund
Receivables, net; Expenditures, current

100000 and 202400

Florida Agency for Health Care Administration (FAHCA)
680000 10-1-000298; 680000 20-2-474001

151, 159, and 711

$51,724,328; $49,138,112; $2,586,216

The FAHCA Bureau of Finance and Accounting (Bureau) did not appropriately
record in the correct funds the receivables resulting from Medicaid
overpayments.

The Florida Department of Financial Services’ Reference Guide for State
Expenditures requires refunds be restored to the fund from which payment was
disbursed.

The Federal share of the Medicaid overpayments was disbursed from the
Medical Care Trust Fund reported within the Health and Family Services Fund
and the State share of the overpayments was disbursed from the General Fund.
Accordingly, receivables for the overpayments should have been recorded in
each respective fund. However, the Bureau recorded receivables for both the
Federal and State share of the Medicaid overpayments in the Medical Care Trust
Fund.

The Bureau lacked written fiscal year-end reporting procedures for staff to follow
when accruing overpayments.

Prior to audit adjustment, accounts receivable in the Health and Family Services
Fund were overstated by $51,724,328; the allowance for uncollectibles account
was overstated by $2,586,216; and expenditures were understated by
$49,138,112.

Prior to audit adjustment, accounts receivable in the General Fund were
understated by $51,724,328; the allowance for uncollectibles account was
overstated by $2,586,216; and expenditures were overstated by $49,138,112.

We recommend that the Bureau establish written fiscal year-end reporting
procedures to better ensure that receivables resulting from Medicaid
overpayments are appropriately recorded in the correct funds.

The Agency staff reviewing year-end requirements was new last year. However,
current staff, even though new to the Agency, is very familiar with financial
statement requirements and will ensure future compliance. The Bureau is
working to properly document this process to ensure that appropriate
consideration is given to the unique financial statement requirements of each
fund.

April 30, 2014

Anita Hicks
(850) 412-3815

12
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Finding Number

Opinion Unit

Financial Statements
Account Title

SW Fund Number

State Agency

OLO-GF-SF-FID

GL Code

Adjustment Amount

Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and
Corrective Action Plan

SIGNIFICANT DEFICIENCY
NET RECEIVABLES

2013-002
Health and Family Services Fund
Receivables, net; Deferred revenues, current; Fees and charges

202400

Florida Agency for Health Care Administration (FAHCA)
680000 20-2-339094

613, 389, and 151

$63,191,848; $48,521,835; $14,670,013

The FAHCA Bureau of Finance and Accounting (Bureau) did not correctly
identify, calculate, and record all Disproportionate Share Program receivables,
revenues, and deferred revenues.

Generally accepted accounting principles and the Florida Department of
Financial Services Statewide Financial Reporting Section’s (SFRS’) Statewide
Financial Statement Guidance Manual require the recognition of a receivable
when the underlying exchange occurs and the recognition of revenues when the
resources are both measurable and available. It is SFRS policy to recognize as
revenue any amounts earned prior to fiscal year-end and collected within 60 days
of the end of the fiscal year. Amounts earned prior to fiscal year-end but
collected after 60 days of fiscal year-end are to be recorded as deferred revenue.

The Bureau recorded certain Disproportionate Share Program fiscal year-end
receivables and revenues based on a spreadsheet that contained addition errors.
We noted that, due to the errors, receivables were under-reported. We also
noted that revenues were recorded based on the data contained in the
spreadsheet without consideration of the 60-day collection period and, as a
result, revenues were incorrectly classified as deferred revenues.

When recording receivables and revenues applicable to the 2012-13 fiscal year,
the Bureau used amounts from a spreadsheet that contained addition errors.
Further, the Bureau did not consider the 60-day collection period prescribed by
SFRS policy when determining the amounts to be classified as deferred
revenues and revenues.

Prior to adjustments, Receivables, net were understated by $14,670,013;
Deferred revenues, current were overstated by $48,521,835; and Fees and
charges were understated by $63,191,848.

We recommend that the Bureau strengthen fiscal year-end reporting procedures
to ensure that, among other things, the applicable spreadsheet includes correct
calculations for receivables and appropriate consideration is given to the 60-day
collection period when recognizing deferred revenues and revenues.

The Bureau has developed a process to reconcile the data received from the
program office on a quarterly basis. This quarterly reconciliation process will
identify errors earlier in the process allowing more time for research and
resolution. The Bureau is working on a written procedure for this process.

The Agency staff reviewing year-end requirements was new last year. However,
current staff, even though new to the Agency, is very familiar with financial
statement requirements and will ensure future compliance. The Bureau is
working to properly document this process to ensure that appropriate
consideration is given to the unique financial statement requirements of each
fund.

13
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Estimated Corrective
Action Date

Agency Contact and
Telephone Number

April 30, 2014

Anita Hicks
(850) 412-3815

14
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Finding Number

Opinion Unit

Financial Statements
Account Title

SW Fund Number
State Agency
OLO-GF-SF-FID

GL Code
Adjustment Amount
Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and
Corrective Action Plan

Estimated Corrective
Action Date

Agency Contact and
Telephone Number

SIGNIFICANT DEFICIENCY
PENSION FUND CONTRIBUTIONS

2013-003

Aggregate Remaining Fund Information

Pension fund employer contributions — state, Pension fund employer
contributions — nonstate, Pension fund employee contributions, Purchase of time
by employees

737201 and 737203

Florida Department of Management Services (FDMS)

720000-73-2-309001 and 720000-73-2-705001

66300, 66400, 66495, and 66499

$673,213,997; $135,210,413

Rather than separately record employee pension contributions, the FDMS
recorded the contributions in other financial statement line items.

GASB Caodification Section Pe5.121 requires defined benefit pension
contributions from employers and employees to be displayed separately in the
financial statements. Furthermore, GASB Codification Section 2200.198 requires
the detailed display requirements of Section Pe5 be applied to statement of
changes in (defined contribution) plan net position for pension and other
employee benefit trust funds.

The FDMS recorded employee contributions to the Defined Benefit Pension Plan
in the Purchase of time by employees account, while employee contributions for
the Defined Contribution Pension Plan were recorded in the Pension fund
employer contribution accounts.

The FDMS had not established general ledger coding to allow for the separate
recording of employee pension contributions.

Subsequent to our audit inquiry, the FDMS established a Pension fund employee
contributions account in both the Defined Benefit Pension Plan and the Defined
Contribution Pension Plan. Prior to audit adjustment, the Purchase of time by
employees account for the Defined Benefit Pension Plan was overstated by
$673,213,997. The Defined Contribution Pension Plan’s Pension fund employer
contributions account was overstated by $135,210,413.

We recommend that the FDMS enhance financial reporting procedures to ensure
compliance with applicable pension reporting standards.

We concur with the Auditor General's Office. The codes have been changed in
the accounting records to reflect the proper coding. In addition, we have added
these items to our year-end checklist.

February 10, 2014

Mitchell Clark
(850) 487-9888
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Finding Number

Opinion Unit

Financial Statements
Account Title

SW Fund Number

State Agency

OLO-GF-SF-FID

GL Code

Adjustment Amount

Finding

Criteria

Condition

Cause

Effect

Recommendation

SIGNIFICANT DEFICIENCY
NET POSITION

2013-004
Aggregate Remaining Fund Information
Net Position: Net Investment in capital assets, Restricted-other, Unrestricted

609999

Florida Department of Management Services (FDMS)
720000

536, 538, and 539

$23,060,290; $114,267,516; $91,207,226

The FDMS did not properly classify its Communications and Facilities internal
service fund’s net position in accordance with generally accepted accounting
principles (GAAP).

GASB Caodification Section 1800.156 provides that a calculation is needed to
determine the net investment in capital assets component of net position. The
net investment in capital assets component, net of accumulated depreciation,
should be reduced by the outstanding balances of bonds, mortgages, notes, or
other borrowings that are attributable to the acquisition, construction, or
improvement of the capital assets, and any unspent debt proceeds. Moreover,
GASB Caodification Section 1800.157 states that net position should be reported
as restricted when constraints placed on net position use are externally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments. An example of such constraints is the
establishment of a bond reserve from bond proceeds.

For one trial balance, the FDMS did not properly consider the bond reserve and
other covenant requirements and related debt (including unspent bond proceeds)
when calculating components of net position. As a result, the Net investment in
capital assets and Unrestricted accounts were overstated by $3,567,827 and
$9,375,663, respectively, and the Restricted-other account was understated by
$12,943,490.

For another trial balance, the FDMS did not properly consider the bond reserve
and other covenant requirements when calculating components of Net position.
As a result, the Net investment in capital assets and Unrestricted accounts were
overstated by $19,492,463 and $81,831,563, respectively, and the
Restricted-other account was understated by $101,324,026.

The FDMS fiscal year-end reporting procedures were not effective to ensure the
appropriate consideration of financial activity when calculating the Net investment
in capital assets component of Net position, or to properly determine the amounts
related to the restricted and unrestricted components of Net position.

Prior to audit adjustment, the following components of Net position in the Internal
Service Funds financial statements were misstated: Net investment in capital
assets and Unrestricted were overstated by $23,060,290 and $91,207,226,
respectively, and Restricted-other was understated by $114,267,516.

We recommend that the FDMS enhance fiscal year-end reporting procedures to
ensure the appropriateness of its calculation for Net investment in capital assets
and the reporting of the Restricted and Unrestricted components of Net position
for the applicable internal service funds.

16
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State Agency Response and  We concur with the Auditor General's Office. The codes have been changed in
Corrective Action Plan the accounting records to reflect the proper coding. In addition, we have added
these items to our year-end checklist.

Estimated Corrective February 10, 2014
Action Date

Agency Contact and Mitchell Clark
Telephone Number (850) 487-9888
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Finding Number

Opinion Unit

Financial Statements
Account Title

SW Fund Number

State Agency

OLO-GF-SF-FID

GL Code
Adjustment Amount

Finding

Criteria

Condition

Cause

Effect

Recommendation

SIGNIFICANT DEFICIENCY
FUND CLASSIFICATION

2013-005

Governmental Activities, Business-type Activities, and Aggregate Remaining
Fund Information

Various

209999, 509999, 800000, and 900000

Florida Department of Financial Services (FDFS)
400000-20-8-530015, 400000-80-8-530015, 400000-90-9-960222, and
400000-50-8-530015

Various

Various

The FDFS Statewide Financial Reporting Section (SFRS) improperly classified
financial activity for a blended component unit of the State of Florida as a special
revenue fund rather than as an enterprise fund.

GASB Caodification Section 1300.109 provides that activities are required to be
reported as enterprise funds if laws or regulations require that the activities’ costs
of providing services be recovered with fees and charges, rather than taxes or
similar revenues. The blended component unit had the authority, pursuant to
Florida Statutes, to set fees to recover costs. This authority qualified the blended
component unit to be classified as an enterprise fund as it collected fees and
recovered over $2.4 million for the 2012-13 fiscal year. Additionally, the audited
financial statements and notes thereto identified the blended component unit as
an enterprise fund.

The SFRS established financial statement guidance for State agencies, in the
form of a Fund Questionnaire, to assist State agencies in determining the proper
fund type. Criteria within the Questionnaire were in the form of a decision tree,
leading the respondent to the appropriate fund type to be assigned. Entity
financial statements, including notes thereto, were also available to assist the
respondent in completing the Questionnaire. Once the respondent completed
the Questionnaire, they were to submit it to the SFRS for review and approval
and the assignment of fund-type coding.

We noted that the fund type determination made on the Questionnaire was
incorrect and was subsequently approved by the SFRS in error.

The SFRS’ review of the documentation received to support the classification of
the blended component unit did not identify inconsistencies in the documentation.
As a result, the SFRS incorrectly approved a special revenue fund classification
when the blended component unit’s activities were required to be reported as an
enterprise fund.

Prior to audit adjustment, the Net position for the Nonmajor Governmental Funds
(special revenue fund) was overstated by $18,506,901. Additionally, related
capital asset and liability accounts for Governmental Activities were overstated
by $75,143,830 and $4,530,367, respectively. The Net position for
Business-type Activities was understated by $89,120,364.

We recommend that the SFRS strengthen review procedures to ensure that
funds are correctly classified during the preparation of the State’s financial
statements.

18
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State Agency Response and Concur. SFRS will strengthen review procedures to ensure that funds are

Corrective Action Plan correctly classified during the preparation of the State's financial statements.
Estimated Corrective June 30, 2014
Action Date
Agency Contact and Gina Ballard, Financial Administrator, Statewide Financial Reporting Section
Telephone Number (850) 413-5687
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ADDITIONAL MATTER

OTHER LOANS AND NOTES RECEIVABLE, NET

Finding Number

Opinion Unit

Financial Statements
Account Title

SW Fund Number

State Agency

OLO-GF-SF-FID

GL Code

Adjustment Amount

Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and
Corrective Action Plan

2013-006

General Fund and Aggregate Remaining Fund Information

Deferred revenues, current; Other loans and notes receivable, net, Due from
other funds; Fees and charges; Due from other governments; Due to other funds
100000 and 749999

Florida Department of Revenue (FDOR)

730000-74-1-000405 and 730000-74-2-144001

163, 165, 253, 356, 389, 613, and 711

$4,565,437; $57,597,278

The FDOR General Tax Administration, Refunds and Distribution Process
(Revenue Accounting) did not record the Medicaid claims amounts due from the
counties as certified by the Florida Agency for Health Care Administration
(FAHCA).

Chapter 2012-33, Laws of Florida, amended Section 409.915, Florida Statutes,
to require that unpaid Medicaid claims amounts due from the counties be
certified to the FDOR for collection. Therefore, the FDOR Revenue Accounting
was responsible for ensuring that outstanding FAHCA-certified Medicaid claims
amounts due from the counties were properly recorded during the year-end
financial reporting process.

Pursuant to State law, once the FAHCA certified Medicaid claims amounts as
due from the counties, the FDOR Revenue Accounting was responsible for
collecting the amounts through receipt of payments from the counties or
reductions to the counties’ revenue-sharing distributions.  Although some
Medicaid claims amounts due from the counties had not been collected at
June 30, 2013, the FDOR Revenue Accounting did not record the outstanding
Medicaid claims amounts as a receivable during the year-end financial reporting
process.

The FDOR Revenue Accounting established year-end financial reporting
procedures that included a checklist designed to ensure that all appropriate
amounts were properly included in the FDOR’s year-end financial reports.
However, the checklist had not been revised, as a result of the law change, to
include the county Medicaid claims amounts certified by the FAHCA to the FDOR
for collection and due at fiscal year-end. Supervisory review of the checklist did
not detect the omission.

Prior to audit adjustments, in the General Fund, the Other loans and notes
receivable, net and Deferred revenues, current accounts were understated by
$57,597,278 and the Due from other funds and Fees and charges accounts were
understated by $4,565,437.

Prior to audit adjustments, in Agency Funds, the Due from other governments
and Due to other funds accounts were both understated by $4,565,437.

To ensure accurate financial reporting, we recommend that the FDOR Revenue
Accounting appropriately update the checklist for all year-end activities, including
any new statutory requirements, and that a more thorough supervisory review be
established.

We concur with the finding and have updated Revenue Accounting's checklist for
the year-end activities which includes the review of any legislative changes that
might affect year-end financial statement accrual adjustments. In addition, the
Financial Systems and Analysis section has added as part of the annual financial
statement checklist a review of any new revenues or distributions to ensure that
any necessary associated accruals have been recorded. This secondary review

20
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will provide additional assurance that all appropriate amounts are properly
included in the FDOR's year-end financial reports.

Estimated Corrective Completed as of 02/07/2014
Action Date

Agency Contact and Kim Straubinger
Telephone Number (850) 717-7369
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Finding Number

Opinion Unit

Financial Statements
Account Title

SW Fund Number
State Agency
OLO-GF-SF-FID

GL Code
Adjustment Amount

Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and
Corrective Action Plan

Estimated Corrective
Action Date

Agency Contact and
Telephone Number

ADDITIONAL MATTER
DUE TO OTHER FUNDS

2013-007

General Fund and Aggregate Remaining Fund Information

Accounts payable and accrued liabilities, Due to other funds, Due from other funds,
Licenses and permits, Fees and charges, Investment earnings, Fines, forfeits,
settlements and judgments

100000 and 209999

Florida Department of Highway Safety and Motor Vehicles (FDHSMV)
000000-1-10-000001 and 760000-20-2-488001

31100, 35600, 16300, 61200, 61300, 61500, and 61600

$22,414,541

The FDHSMV inadvertently coded transactions totaling $22,414,541 as Accounts
payable and accrued liabilities rather than Due to other funds during the fiscal
year-end financial reporting process.

The Florida Department of Financial Services Statewide Financial Reporting
Section (SFRS) established Statewide financial statement guidance to identify the
general ledger codes and account titles for use in recording and classifying
financial activity in the States’ financial statements. State agencies are responsible
for reviewing the coding and classifications to ensure entries are in agreement with
SFRS guidance prior to completing fiscal year-end adjusting entries.

During the fiscal year-end reporting process, FDHSMV staff are to identify financial
activity representing collected licenses, fees, and charges that are to be transferred
to the General Fund and then prepare manual entries to record the amounts to the
Due to other funds account as of fiscal year-end. However, we noted that the
2012-13 fiscal year-end manual entries made by FDHSMYV staff incorrectly coded
$22,414,541, representing collected licenses, fees, and charges due to the General
Fund, as Accounts payable and accrued liabilities rather than Due to other funds.
In addition, due to this error, Due from other funds and revenue entries were not
recorded in the General Fund for corresponding amounts.

FDHSMV staff inadvertently used the incorrect general ledger codes when making
the manual entries. Supervisory review did not detect the use of the incorrect
general ledger codes.

Prior to audit adjustment, for the Motor Vehicle License Clearing Trust Fund (a
nonmajor governmental fund), Due to other funds account was understated by
$22,414,541 and Accounts payable and accrued liabilities account was overstated
by that same amount. For the General Fund, the Due from other funds account
was understated and revenues were understated for the same amount.

We recommend that the FDHSMV enhance fiscal year-end financial reporting
procedures to ensure the proper coding of year-end manual entries, as well as
apply more diligence during supervisory review of those entries.

The Department concurs with the audit finding. The procedures for the fiscal
year-end closings will be modified to include additional time for a more in-depth
analytical supervisory review to prevent this from occurring in the future.

March 1, 2014

Marilyn Tabanelli, Chief, Bureau of Accounting
(850) 617-3334
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Opinion Unit

Financial Statements
Account Title

SW Fund Number

State Agency

OLO-GF-SF-FID

GL Code

Adjustment Amount

Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and
Corrective Action Plan

Estimated Corrective
Action Date

Agency Contact and
Telephone Number

ADDITIONAL MATTER
ACCOUNTS PAYABLE

2013-008
Health and Family Services Fund
Accounts payable and accrued liabilities; Expenditures, current

202400

Florida Agency for Health Care Administration (FAHCA)
680000-20-2-474001 and 680000-20-2-021010

311 and 711

$2,399,165

The FAHCA Bureau of Finance and Accounting (Bureau) did not record all
year-end accounts payable (liabilities) and expenditures in the period the
transactions occurred.

Generally accepted accounting principles and the Florida Department of
Financial Services (FDFS) Statewide Financial Reporting Section’s Statewide
Financial Statement Guidance Manual requires the recording of liabilities and
expenditures for governmental funds in the period the transactions occurred.
Liabilities are to be recorded without regard for the availability of resources to
liquidate the liabilities.

The Bureau did not record all accounts payable and expenditures relating to
contractual services received during the 2012-13 fiscal year. Instead, the Bureau
recorded accounts payable and expenditures in amounts equal to the remaining
available appropriations.

The Bureau had not established written fiscal year-end reporting procedures and
did not follow the Statewide Financial Statement Guidance Manual when
recording year-end liabilities and expenditures for contractual services received.

Prior to audit adjustments, accounts payable and current expenditure accounts
for the Health and Family Services Fund were both understated by $2,399,165.

We recommend that the Bureau establish written fiscal year-end reporting
procedures to better ensure that all year-end liabilities and related expenditures
are recorded in the period in which the transactions occurred.

Certified accounts payables were established by the Bureau of Financial
Services; however, payables were inadvertently deleted once it was determined
that sufficient certified forward budget was not available to pay the invoices
presented. The appropriate way to handle this situation would have been to
remove the certified indicator from the payables that exceeded the available
balance. This issue will be addressed with staff during accounts payable
training. Also, current supervisory staff is very knowledgeable of the certified
forward process and will implement a review process that will ensure this will not
happen in the future.

April 30, 2014

Anita Hicks
(850) 412-3815
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ADDITIONAL MATTERS
ADVANCES TO OTHER ENTITIES

2013-009
Public Education Fund
Advances to other entities, Deferred revenue, Investment earnings

200200

Florida Department of Education (FDOE)
480000-20-8-0260001

25800, 38900, and 61500

$43,226,000; $15,795,839; $27,430,161

The FDOE incorrectly recorded Advances to other entities, Investment earnings,
and Deferred revenue for the Board of Governors auxiliary debt obligations to be
repaid by colleges and universities.

Generally accepted accounting principles require advances between funds be
recorded as an asset in the fund advancing the funds and as a liability in the fund
receiving the funds.

The FDOE's Advances to other entities account balance should equal the
corresponding principal amounts of the bonds payable recorded by the colleges
and universities as auxiliary debt obligations. The issuance of new bonds would
increase the Advances balance while the payment of bonds would decrease the
Advances balance. Amounts received for the payment of interest on the bonds
are to be recorded as Investment earnings. Furthermore, the FDOE should
record Deferred revenue for the amounts held in the Debt Service Fund that will
be used to pay down the colleges and universities’ bonds payable in future years.
However, we noted that the FDOE did not properly record all Advances to other
entities and other related account balances.

The FDOE did not take into account all applicable Board of Governors bond
activity when recording Advances to other entities and other related account
balances.

Prior to audit adjustments, the Public Education Fund Advances to other entities
account was understated by $43,226,000, Deferred revenue was understated by
$15,795,839, and Investment earnings were understated by $27,430,161.

We recommend that the FDOE consider all applicable Board of Governors bond
activity when adjusting the Advances to other entities and other related account
balances.

The agency agrees with this recommendation. Board of Governors staff will
consider all university bond activity in preparing the annual required entries as
noted in the finding.

July 31, 2014

Chris Kinsley
(850) 245-9607
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2013-010
Florida Department of Education (FDOE)

FDOE procedures for preparing the Schedule of Expenditures of Federal Awards
(SEFA) data form were not sufficient to ensure amounts reported were accurate.
As a result, amounts reported on the State's SEFA were materially misstated
before adjustment.

OMB A-1338___ .310(b), Schedule of Expenditures of Federal Awards

To reasonably ensure the accuracy and completeness of the State’'s SEFA, the
Florida Department of Financial Services (FDFS) prepared SEFA Instructions
that required State agencies to prepare a SEFA data form and certify its
accuracy. Included were specific instructions for each column of the data form.
For example, the data form column “Total Expenditures” was to include the
amount of the Federal share of expenditures for the period July 1, 2012, through
July 30, 2013. The SEFA instructions also required that the column
“Sub-granted to Non-State of Florida Entities” include Federal awards provided
pursuant to a subrecipient relationship (i.e., subgranted) to entities that were not
State of Florida entities. The FDFS accumulated the information reported by the
agencies on the SEFA data forms to prepare the State's SEFA.

For the Child Care and Development Fund (CCDF) Cluster, the FDOE
understated amounts reported in one or more SEFA data form columns.
Specifically:

» For CFDA No. 93.575 - Child Care and Development Block Grant, the FDOE
reported amounts for “Total Expenditures” that were understated by
$18,801,303 (14.2 percent).

» For CFDA No. 93.596 - Child Care Mandatory and Matching Funds of the
Child Care and Development Fund, the FDOE reported amounts for “Total
Expenditures” and “Sub-granted to Non-State of Florida Entities” that were
understated by $8,505,800 (6.4 percent).

The FDOE obtained SEFA expenditure data for the CCDF Cluster from the Office
of Early Learning (OEL). In providing the amounts to be reported by the FDOE,
the OEL failed to include expenditures from all applicable accounts and the
FDOE failed to review the data provided by the OEL prior to completing the
SEFA data form.

Absent effective procedures for identifying the Federal share of expenditures and
for reviewing the data provided prior to submitting the SEFA data form to the
FDFS, inaccurate or incomplete information may be reported on the State’s
SEFA.

We recommend that the FDOE enhance its procedures to ensure amounts
reported on the SEFA data form are complete and accurate and provided in
accordance with FDFS instructions.

FDOE will add additional review steps in its SEFA reporting process to ensure
FDOE is in agreement with the data reported by the Office of Early Learning.

June 30, 2014, and on-going

Martha K. Asbury, Assistant Deputy Commissioner
(850) 245-0420
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FEDERAL FINDINGS AND QUESTIONED COSTS

Our audit findings with regard to compliance and internal controls over compliance with the requirements of major
Federal awards programs are disclosed on the following pages. Where applicable and determinable, we have disclosed
actual questioned costs where known or likely questioned costs exceeded $10,000. To identify the nature and

significance of each finding, we have identified each finding with one or more of the following designations:

» Opinion Qualification. A finding presenting a condition that affects the auditor’s ability to give an
unqualified opinion on compliance. This would include findings of (a) noncompliance with provisions of
laws, regulations, contracts, or grants, the effects of which are material to the respective major Federal award
program; or (b) inadequate records that resulted in restrictions being placed on the scope of the audit.

» Material Noncompliance. A finding presenting noncompliance with provisions of laws, regulations,
contracts, or grants caused by error or fraud, the effects of which are material in relation to a major Federal
program taken as a whole.

» Noncompliance. A finding presenting noncompliance with provisions of laws, regulations, contracts, or
grants caused by error or fraud, the effects of which are material in relation to a type of compliance
requirement or applicable audit objective identified in the OMB Circular A-133 Compliance Supplement.

» Material Weakness. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a Federal program will not be prevented, or
detected and corrected, on a timely basis. A material weakness is considered in relation to a type of
compliance requirement or applicable audit objective identified in the OMB Circular A-133 Compliance
Supplement.

»  Significant Deficiency. A significant deficiency in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a Federal program
that is less severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance. A deficiency in internal control over compliance 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 a Federal program on a timely basis. A significant deficiency is considered in
relation to a type of compliance requirement or applicable audit objective identified in the OMB Circular
A-133 Compliance Supplement.

» Questioned Costs. Costs that are questioned by the auditor because of an audit finding that reported: (a) a
violation or possible violation of a provision of a law, regulation, contract, grant, cooperative agreement, or
other agreement or document governing the use of Federal funds, including funds used to match Federal
funds; (b) costs, at the time of the audit, which were not supported by adequate documentation; or, (c) costs
incurred that appeared unreasonable and did not reflect the actions a prudent person would take in the
circumstances.

» Other. Matters that, in the auditor’s opinion, should be reported but do not cleatly fit in any of the
above-noted designations.

As part of the audit process, our findings were provided to the applicable agencies for management’s response. The

responses were prepared by agency management and are included with the audit findings. The agency responses

include the agency’s corrective action plan, a point of contact responsible for ensuring appropriate corrective action,

and an estimated corrective action date.

We have presented our findings, generally, by Federal grantor agency and in the order of the Catalog of Federal
Domestic Assistance Number (CFDA No.) assigned to each applicable Federal award program. Findings that pertain
to multiple programs are generally presented as the first findings within the Federal grantor agency section. In some

instances, a finding may pertain to programs provided by more than one Federal grantor agency. In such instances,
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the finding is presented within the section for the Federal grantor agency that provided the most funding for the
applicable agency. Findings for the Student Financial Assistance Cluster and the Research and Development Cluster
are presented within separately marked sections of the report. An INDEX OF FEDERAL FINDINGS BY FEDERAL
AGENCY AND COMPLIANCE REQUIREMENT is included to assist Federal grantor agencies in identifying applicable
findings.
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U.S. DEPARTMENT OF AGRICULTURE

2013-011

10.551 and 10.561

Supplemental Nutrition Assistance Program (SNAP) Cluster
Special Tests and Provisions — EBT Card Security

Florida Department of Children and Families (FDCF)

N/A

Opinion Qualification
Report No. 2013-161, Finding No. FA 12-001

The FDCF could not demonstrate that adequate security had been maintained
over electronic benefit transfer (EBT) cards.

7 CFR 274.1 — Issuance system approval standards
7 CFR 274.5(c), Record retention and forms security — Accountable documents
7 CFR 274.8(b)(3), Functional and technical EBT system requirements

The FDCF, as the primary State agency responsible for administering SNAP, is
required to establish issuance and accountability systems to ensure that only
certified eligible households receive benefits. Additionally, to prevent theft,
embezzlement, loss, damage, destruction, and unauthorized transfer,
negotiation, or use of EBT cards, the FDCF is required to maintain adequate
security, documentation, and records.

The FDCF contracts with a service organization for EBT services. In turn, the
service organization subcontracts with another provider to, among other things,
issue and secure EBT cards. However, our review of the two organizations’
Statement on Standards for Attestation Engagements No. 16 (SSAE 16), Service
Organizations, reports regarding the FDCF's EBT system disclosed that the
reports did not include a description of any procedures performed or conclusions
reached regarding the physical security over EBT cards for the period
November 1, 2012, through June 30, 2013. Without such information, or the
FDCF's performance of other procedures to monitor the effectiveness of the
service organization’s and provider's controls, the FDCF cannot demonstrate that
appropriate security over the EBT cards was maintained.

The SSAE 16 report provided during audit field work covered only 4 months
(July 1, 2012, through October 31, 2012) of the 2012-13 State fiscal year.
Another SSAE 16 report provided February 14, 2014, and covering the remaining
8 months of the 2012-13 State fiscal year did not specifically address EBT card
security.

Absent an independent evaluation of the effectiveness of the service
organization’s specific EBT card security controls, the FDCF has limited
assurance that EBT cards were adequately secured in accordance with
applicable Federal requirements.

We recommend that the FDCF take appropriate actions to ensure that the
service organization’s and provider's internal controls related to the physical
security of EBT cards are suitably designed and operating effectively.

JPMorgan, the service organization that provides the Department's Electronic
Benefits Transfer (EBT) services, subcontracts with Fiserv, a service
organization, for EBT card production and management. Fiserv is responsible
for physical security over EBT cards. As a service organization, Statement on
Standards for Attestation Engagement No. 16 (SSAE 16) audits are conducted
on Fiserv. Fiserv does not have the same SSAE 16 audit review period as
JPMorgan. It ends after that of JPMorgan. Therefore, the SSAE 16 on Fiserv
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Auditor’'s Remarks

was not completed at the time the SSAE 16 on JPMorgan was published, nor
was it completed by the time of the Audit General audit review.

The SSAE 16 audit report on Fiserv, covering the review period 10/1/2012 -
9/30/2013, was made available to the Department and the Auditor General on
February 14, 2014. The report provides information regarding the physical
security over EBT cards and covers the remainder of the Auditor General review
period 11/1/12 - 6/30/13.

February 14, 2014

Debbie McLemore
(850) 717-4131

The FDCF indicated in their response that the SSAE 16 report made available on
February 14, 2014, “provides information regarding the physical security over
EBT cards.” The point of the finding is that it does not appear that the referenced
report specifically addresses EBT card security.
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U.S. DEPARTMENT OF AGRICULTURE

2013-012

10.557

Special Supplemental Nutrition Program for Women, Infants, and Children
(WIC)

Allowable Costs/Cost Principles

Florida Department of Health (FDOH)

5FL700820 2012 and 5FL700820 2013

Questioned Costs — $1,051,865.03 (Federal Grant Nos. 5FL700820 2012
$580,000.43, 5FL700820 2013 $471,864.60)

The FDOH did not always maintain appropriate records to support the salary and
benefits costs charged to the WIC Program.

OMB Circular A-87, Attachment B, Section 8.h., Support of Salaries and Wages
FDOH Financial Memorandum FM 12-02, Federal Timekeeping Requirements

During the 2012-13 fiscal year, the FDOH expended WIC Program funds totaling
approximately $67 million for salary and benefit costs for FDOH employees. For
positions where the employee worked on a single Federal program, the FDOH
utilized semiannual certifications to support the salary and benefit costs charged
to the WIC Program. Our tests of salary and benefit charges to the WIC Program
disclosed that the FDOH Bureau of WIC Program Services did not obtain
semiannual certifications for 38 Bureau employees who worked 100 percent on
WIC Program activities during the period July 2012 through December 2012.
The FDOH paid from WIC Program funds, salaries and benefits totaling
$1,051,865.03 for these 38 employees during this period.

Management within the Bureau of WIC Program Services misinterpreted an
FDOH policy change related to the requirements for completion of semiannual
certifications for Headquarters staff. In August 2013, subsequent to our audit
inquiry, WIC Program management obtained from all Bureau employees
certifications that covered the entire 2012-13 fiscal year.

Absent the certifications, the FDOH cannot demonstrate that the salary and
benefits costs charged to the WIC Program were adequately supported.

We recommend that the FDOH follow its established procedures to ensure that
the salary and benefit costs charged to the WIC Program are supported by
periodic certifications.

As stated in the audit finding, the Bureau of WIC Program Services
misinterpreted a FDOH policy change related to the FDOH county health
department staff completing 100% time reporting as applying to headquarters
staff. The misinterpreted policy was first implemented by the Bureau for the
July 2012 — December 2012 time period. Semi-annual certifications had been
completed for prior time periods and have been reinstituted as a result of this
audit.

The Bureau of WIC Program Services immediately reinstituted its former office
procedure to collect semi-annually the Single Federal Award Certification Form
for all Bureau staff working 100% on WIC program activities. As stated in the
audit finding, certifications were completed immediately upon natification of the
Bureau’s misunderstanding of department policy for the July 2012 to June 2013
period. The certification forms for this period are on file in the Bureau.
Additionally, Single Federal Award Certification Forms have been completed and
are on file for the July 2013 — December 2013 period.
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Completed.

Debbie Eibeck
(850) 245-4444 x 2873
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2013-013

14.228 and 14.255 (Includes Recovery Act Funding)

Community Development Block Grants — State-Administered CDBG Cluster
(CDBG)

Activities Allowed or Unallowed, Allowable Costs/Cost Principles, and
Subrecipient Monitoring

Florida Department of Economic Opportunity (FDEO)

Various

Significant Deficiency
Report No. 2013-161, Finding No. FA 12-005

The FDEO did not ensure that adequate information technology security controls
had been established for the e-CDBG application.

Information Technology (IT) Best Practices

Access Controls: Management should implement and document procedures that
provide access control based on an individual's demonstrated need to view, add,
modify, or delete data. The risk of inappropriate or unnecessary access to
information can be reduced through the use of security controls to ensure that
systems are accessible only to authorized users and for authorized uses.
Effective access authorization practices include, among other things, the use of
access authorization forms to document the user access privileges that
management has authorized.

The FDEO utilized the e-CDBG application to track Federal projects and related
activities, including payments to subgrantees totaling $103,335,662 during the
2012-13 fiscal year and monitoring efforts related to the CDBG Program. The
FDEO developed access authorization forms to control access to its various
systems. The forms required the requestor to note the level of access to be
granted and required signatures documenting who authorized the access. We
reviewed access documentation for nine external and one internal e-CDBG
application users and, as similarly noted in the prior audit, access authorization
forms were only available for the external users. According to FDEO staff,
e-CDBG application access is granted to internal users upon FDEO employment.

The FDEO did not require the authorization or review of internal users’ e-CDBG
application access.

Absent appropriate access authorization documentation for all e-CDBG
application users, the possibility exists that inappropriate or unnecessary access
will be granted and information may be destroyed, disclosed, or otherwise
compromised.

We recommend that the FDEO utilize the established access authorization forms
to document and ensure that all IT applications are accessible only to authorized
users and for authorized uses.

To address this audit issue, internal users of the e-CDBG system must have
appropriate authorization documentation.  Corrective action was taken in
January 2014, by requiring all FDEO staff needing access to the e-CDBG system
to sign the Department's Security Agreement Form. The Department's Access
Control Policy Number 5.05.02.11 requires all active internal users of FDEO's
information resources to complete the Security Agreement Form referenced in
the policy.
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The corrective action was implemented in January 2014.

Bob Dennis, Community Program Manager

(850) 717-8440
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2013-014

14.228 and 14.255

Community Development Block Grants — State-Administered CDBG Cluster
(CDBG)

Subrecipient Monitoring

Florida Department of Economic Opportunity (FDEO)

B-06-DG-12-0001 2005, B-06-DG-12-0002 2005, B-08-DI-12-0001 2008,
B-08-DN-12-0001 2008, B-11-DN-12-0001 2011, and B-10-DC-12-0001 2010
Significant Deficiency

Report No. 2013-161, Finding No. FA 12-006

FDEO procedures were not sufficient to ensure the results of monitoring visits
were timely communicated to subrecipients.

24 CFR 84.51, Monitoring and reporting program performance - Recipients are
responsible for managing and monitoring each project, program, subaward,
function, or activity supported by the award and recipients shall monitor
subawards to ensure subrecipients have met the audit requirements.

The FDEO is responsible for distributing CDBG funds to eligible subrecipients
and performing activities necessary to achieve assurance that funds are properly
expended in accordance with contract and grant agreement provisions. The
FDEO operates three program types under this grant, including Neighborhood
Stabilization, Small Cities Grants, and Disaster Recovery. To document the
monitoring process, the FDEO has established monitoring procedures which
include the use of standard checklists and forms to ensure consistent and
adequate oversight of subrecipient local governments’ use of CDBG funds. The
FDEO had established procedures that required the FDEO to provide
subrecipients with a final report following the conclusion of the monitoring site
visit for each program type. However, the procedures did not provide a time
frame for issuing the final monitoring reports or require that causes for delays in
issuing the reports be documented.

The FDEO's standard checklists and forms include a Monitoring Summary that
outlines the results of the monitoring activities performed as well as a section for
documenting supervisory review and approval. We reviewed documentation
related to 16 subrecipient monitoring visits and noted that the FDEO did not
always timely submit to subrecipient local governments, a final report on the
results of monitoring activities performed. Specifically, the FDEO issued the final
report for 10 of the 16 monitoring visits 69 to 239 days (average of 143 days)
after the visit was conducted.

The program monitoring procedures for the Small Cities Grants and Disaster
Recovery program types did not address the timely submittal of final monitoring
reports.

Absent timely reporting of monitoring activity results, the FDEO has reduced
assurance that any needed corrective actions will be timely taken and that CDBG
funds are used in accordance with program laws, regulations, and provisions of
contract and grant agreements.

We recommend that the FDEO enhance subrecipient monitoring procedures to
require the final monitoring report be timely submitted to subrecipients and to
require that documentation of the cause for any delays be maintained.

During the 2012 audit period, the Disaster Recovery program had several
challenges relating to staff turnover. This caused delays in the completion of
monitoring reports. Once the oversights were discovered, delayed reports were
completed as expeditiously as possible. In other cases, monitoring reports were
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delayed when additional information was requested but not received in a timely
manner.

Similarly, in the Small Cities program, delays in completing monitoring reports
were due to the lack of timely receipt of requested information and staff work
load.

FDEO is committed to improving its monitoring review processes. In 2012, the
U.S. Department of Housing and Urban Development (HUD) hired technical
assistance (TA) providers to assist CDBG program staff with preparing a Policy
and Procedures Manual for the disaster recovery program. The TA consultants
were also required to evaluate the Small Cities CDBG program to identify areas
in which the TA providers believe improvements could be made and develop
recommendations for FDEO to consider. As noted in correspondence from HUD
dated January 23, 2014, a draft of the Disaster Recovery manual has been
prepared but not finalized. HUD and FDEO are in the process of finalizing a new
technical assistance agreement that will include the completion of the Disaster
Recovery Policy and Procedures Manual and other program evaluation tasks.
After the technical assistance tasks are completed, consistent deadlines for
completing monitoring reports and follow-up correspondence with subrecipients
for all CDBG programs will be incorporated in the appropriate policies and
procedures.

Pending formal completion of the appropriate policies and procedures, FDEO
has established a 60-day deadline, from the date of the monitoring visit, to
complete and mail monitoring reports. A 45-day due date is established for
replying to subrecipient responses to the monitoring reports. The current 30-day
guideline in the e-CDBG system will be used to remind program staff that
monitoring reports which have not been completed are due within next 30 days.

The corrective action was implemented in January 2014.

Bob Dennis, Community Program Manager
(850) 717-8445

36



MARCH 2014

REPORT NoO. 2014-173

Finding Number

CFDA Number

Program Title

Compliance Requirement

State Agency

Federal Grant/Contract
Number and Grant Year

Finding Type

Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and

Corrective Action Plan

U.S. DEPARTMENT OF LABOR

2013-015

17.225

Unemployment Insurance

Reporting and Special Tests and Provisions — Employer Experience Rating
Florida Department of Revenue (FDOR)

N/A

Significant Deficiency

The FDOR did not adequately monitor the service provider’'s internal controls
related to the collection of data for unemployment taxes.

OMB Circular A-133, § .300(b), Auditee responsibilities — The auditee shall
maintain internal control over Federal programs that provides reasonable
assurance that the auditee is managing Federal awards in compliance with laws,
regulations, and the provisions of contracts or grant agreements that could have
a material effect on each of its Federal programs.

The FDOR contracted with a service provider to make electronic filing programs
available to taxpayers for filing unemployment and other tax returns and the
related tax payments. For the 2012-13 fiscal year, the FDOR received
unemployment tax payments totaling $1,072,199,873 of which $403,527,422
(37.6 percent) related to tax returns processed by the service provider.
Unemployment tax collections are reported in the ETA 581 Contribution
Operations report submitted to the U.S. Department of Labor and are included as
a factor in the establishment of individual employers’ unemployment tax rates.

While the FDOR assessed the accuracy of the service provider's invoices
through review of daily reports and applications, the FDOR did not adequately
monitor the service provider's internal controls, either internally or by obtaining
and reviewing an independent service auditor’'s report that described the service
provider’s internal controls and opined on the effectiveness of those controls
related to the collection of data for unemployment taxes during the 2012-13 fiscal
year.

The FDOR contract with the service provider for the 2012-13 fiscal year did not
contain a requirement for the provider to obtain a service organization control
report prepared in accordance with Statement on Standards for Attestation
Engagements No. 16 (SSAE 16), Service Organizations. In March 2013, prior to
the contract expiration on November 30, 2013, the FDOR released an Invitation
to Negotiate that included a requirement for the new service provider to obtain an
annual SSAE 16 report.

Absent an independent review, either through an SSAE 16 engagement or by the
FDOR, of the internal controls of the service provider responsible for collecting
data for significant amounts of unemployment taxes, the FDOR has reduced
assurance that the tax information received is accurate and complete.

We recommend that the FDOR, either through procedures outlined in SSAE 16
or its own monitoring process, ensure service provider internal controls related to
the collection of data for unemployment taxes are suitably designed and
operating effectively.

FDOR's Invitation to Negotiate released in early 2013 included a requirement for
the new service provider to obtain an SSAE 16 report. A contract was awarded
and signed in late 2013 with an effective date of 1/1/2014. The service provider
is currently under engagement with a service auditor to complete the SSAE 16,
type Il audit. The expected completion date is the end of April. FDOR will review
the report and take any appropriate action.
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June 30, 2014

Frances Oven
(850) 717-7177
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U.S. DEPARTMENT OF STATE

2013-016

19.401

Academic Exchange Programs — Scholars

Allowable Costs/Cost Principles

University of Florida (UF)

S-ECAAE-12-CA-043(AR), April 1, 2012 — July 31, 2013 (2012-13 SUSI Grant)
S-ECAAE-11-CA-046(DS), March 1, 2011 — July 31, 2012 (2011-12 SUSI Grant)
Questioned Costs — $54,299 (Federal Grant Nos. S-ECAAE-12-CA-043(AR)
$20,014, S-ECAAE-11-CA-046(DS) $34,285)

The institution did not always properly monitor Federal grant expenditures to
ensure expenditures were allowable, reasonable, and necessary, and adequately
documented.

OMB Circular A-110, Subpart C., Sections 23, Cost Sharing or Matching, and 27,
Allowable Costs

OMB Circular A-21, Section C.4. Basic Consideration, Allocable Costs

Institution Directives and Procedures (Finance and Accounting, Part 4E —
Employee Reimbursements).

Our tests of seven travel and expense reimbursements to four employees
included two payments, totaling $56,000, to the Principal Investigator (PI) of the
Study of the US Institute on US Foreign Policy (SUSI) grant. The payments,
which were paid as expense reimbursements, were actually funds advanced to
the Pl to pay travel expenses. The institution did not subsequently verify and
document that the payments to the Pl were used in accordance with terms of the
grant agreement as required by the institution’s directives and procedures.

Based on our findings the institution requested its internal auditor to review SUSI
grant administration and expenditures. In a report dated September 17, 2013,
the institution’s internal auditor identified instances of financial mismanagement,
as follows:

» The program coordinator was paid $25,680 (including fringe benefits of
$8,506), for 492 overtime hours, at an average hourly rate of $34.91, for time
reported as worked that could not be verified or substantiated ($8,015,
2011-12 SUSI grant; $17,665, 2012-13 SUSI grant). Also, the grant was
assessed an additional $8,628 indirect costs ($2,693, 2011-12 SUSI grant;
$5,935, 2012-13 SUSI grant) on these unverified and unsubstantiated
salaries and fringe benefits at the rate of 33.6 percent.

» Questionable non-salary expenditures were identified for the 2011-12 and
2012-13 SUSI grant periods, of $9,306 and $10,685, respectively, totaling
$19,991. These amounts included $10,142 for expenditures that were not
supported by receipts, $4,836 for duplicate payments to other employees
working for the grant, and $5,013 for expenditures for items that were not
permitted under institution policy or the grant award agreements.

» The 2012-13 SUSI grant cost sharing was not appropriately certified by the
institution.

On November 22, 2013, the institution restored $34,285 for questioned costs
applicable to the 2012-13 SUSI grant based an internal review by Contracts and
Grants Accounting and was in the process of determining the best method to
restore amounts related to the prior award year.
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The internal auditor's report states that the program coordinator's time was
charged to the grant based on a percentage distribution instead of actual hours
worked. Hours were initially entered into the institution’s payroll system and were
not subsequently adjusted.

The internal auditor’s report also stated that the Principal Investigator for the
grants drew down Federal funds by requesting advance funding by means of an
expense report and deposited the funds into a personal bank account (external
account). Expenditures from the external account were not appropriately
monitored and were not subject to the approval process established by the
institution. Had the advance funding been by a travel authorization, it would have
been subject to advance monitoring by the institution’s Disbursement Services
department. Subsequent to audit inquiry, receipts were provided to
Disbursement Services as support for the expenditures and reconciliations were
performed of the expenditures from the external account to the advance funding
provided to the Pls. The institution’s internal auditor disclosed that this lack of
monitoring has been going on for five years, when the grant was first awarded to
the University.

The internal auditor’'s report further stated that the program coordinator for the
grant altered the 2012-13 SUSI grant Cost Sharing Certification Form by
“whiting-out” the information on the 2011-12 SUSI grant cost share form and
handwriting in the 2012-13 SUSI grant cost share information.

Federal grant funds may have been used for goods or services that are not
allowable or reasonable under the terms of the Federal grants, and the institution
may not have properly reported its cost share requirements.

The institution should enhance its procedures to comply with grant expenditures
allowed and maintain documentation for all charges that substantiate the
allowability, reasonableness, and necessity of all expenditures to Federal grants.
The institution should also seek clarification from the Federal grantor regarding
the resolution of the questioned costs noted.

The University has contacted the Federal grantor and a refund was processed on
1/31/14. The University has a continual improvement process which is
strengthening procedures over charging costs to Federal Grants. For instance,
the University is currently in the process of hiring a Quality Assurance auditor
whose sole responsibility will be post audit reviews of the appropriateness of
sponsored program charges. Also, procedures have been enhanced to include a
closer, more detailed, review of expenditures at project closeout. In addition,
employee reimbursement audit procedures have been strengthened to more
closely evaluate similar requests for payments in the future.

N/A

Brad Staats, Assistant Vice-President for Contracts & Contracts
(352) 273-3136

40



MARCH 2014

REPORT NoO. 2014-173

Finding Number

CFDA Number

Program Title

Compliance Requirement

State Agency

Federal Grant/Contract
Number and Grant Year

Finding Type

Finding

U.S. DEPARTMENT OF TRANSPORTATION

2013-017

Various (Includes Recovery Act Funding) (See Finding)

Various (See Finding)

Activities Allowed or Unallowed and Allowable Costs/Cost Principles
Florida Department of Transportation (FDOT)

Various

Significant Deficiency

The Electronic Estimate Disbursement (EED) System is a mainframe system
used by the FDOT to capture contract payment request transactions from various
FDOT systems, validate the transactions, and build payment request records that
are submitted for payment to the Florida Department of Financial Services
(FDFS), Florida Accounting Information Resource Subsystem (FLAIR). The
purpose of the EED System is to increase the accuracy of payment request data;
implement edits not available in FLAIR; and reduce the amount of manual work
needed to input, submit, and document payments.

In finding Nos. 1 through 7 of our information technology operational audit report
No. 2014-088, dated January 2014, we disclosed significant deficiencies related
to EED System application and user controls including input, processing, and
output controls. In addition, in finding Nos. 8 through 15, we disclosed significant
deficiencies related to security controls such as access privileges. Details of the
findings and recommendations, as well as FDOT management’s response are
included in that report.

Programs that include Recovery Act Funding:

20.205, 20.219, and 23.003 — Highway Planning and Construction Cluster
Programs that do not include Recovery Act Funding:

20.500, 20.507, 20.525, and 20.526 — Federal Transit Cluster
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U.S. DEPARTMENT OF TRANSPORTATION

2013-018

20.205, 20.219, and 23.003

Highway Planning and Construction Cluster
Reporting

Florida Department of Transportation (FDOT)

Various

Noncompliance and Significant Deficiency
Report No. 2013-161, Finding No. FA 12-011

The FDOT did not ensure that Highway Planning and Construction Cluster
subaward data was timely reported in the Federal Funding Accountability and
Transparency Act (FFATA) Subaward Reporting System (FSRS).

2 CFR 170 Reporting Subaward and Executive Compensation Information

FFATA regulations required the FDOT, as a recipient, to report in the FSRS key
data elements regarding its subawards. The FSRS is a reporting tool used to
capture and report subaward and executive compensation data and make it
available to the public via a single, searchable Web site. FFATA reporting is
required for grants or cooperative agreements exceeding $25,000, effective on or
after October 1, 2010, and made with a new Federal Assistance Identification
Number on or after that date. Pursuant to Federal regulations, the FDOT should
have reported, by the end of the month following the month in which an obligation
was made, the key data elements for such grants. During the period
July 1, 2012, through June 30, 2013, the FDOT made 162 subawards totaling
$115,752,060 to 90 entities. Our tests of 20 of these subawards disclosed that:

» The FDOT had reported 12 subawards from 6 to 59 days late.
» One subaward was not reported due to an oversight.

While the FDOT revised its procedures in April 2013, the procedures were not
sufficient to ensure that subaward data was timely reported.

FDOT subaward data was not always timely reported in the FSRS as required by
FFATA.

We recommend that the FDOT enhance procedures to ensure that required key
data elements are reported timely in the FSRS.

The FDOT will continue to enhance procedures to help ensure that key data
elements are reported timely in the FSRS. This will include the earlier checking
of the FSRS for new entries, and the implementation of a shorter time period for
processing and dissemination of that data to the program areas responsible for
reporting.

February 12, 2014

Joe Kowalski
(850) 414-4864
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U.S. DEPARTMENT OF ENERGY

2013-019

81.041 (Includes Recovery Act Funding)

State Energy Program

Subrecipient Monitoring

Florida Department of Agriculture and Consumer Services (FDACS)

DE-E0000241 2009

Noncompliance and Significant Deficiency
Report No. 2013-161, Finding No. FA 12-016

FDACS procedures were not adequate to ensure that all subrecipient audit
reports were obtained and reviewed in a timely manner. In addition, FDACS staff
did not timely review audit reports to determine whether management decisions
and corrective actions were required.

OMB Circular A-133, §_ .400(d), Pass-through entity responsibilites —
Pass-through entities are responsible for ensuring that subrecipients expending
$500,000 or more in Federal awards during the subrecipient’s fiscal year have
met the OMB Circular A-133 audit requirements.

The FDACS awarded approximately $57.2 million in Program funding to
63 subrecipients during the period May 30, 2010, through June 30, 2011. The
FDACS had established procedures for obtaining OMB Circular A-133 audits
from subrecipients that expended $500,000 or more in Federal funding and for
requiring FDACS staff to review the audit reports received; however, the
procedures did not include a time frame in which the audit report reviews were to
be completed. FDACS staff also maintained audit tracking logs and, in
April 2012, sent letters requesting all subrecipients to provide either an
OMB Circular A-133 audit report or a signed certification stating that the
subrecipient had not expended more than $500,000 in Federal funding.
However, our examination of the audit tracking log for the 2011-12 fiscal year
disclosed that, as of June 30, 2013, FDACS staff had received only 17 audit
reports and three signed certifications. Also, in response to our audit inquiry,
FDACS management stated that actions taken to follow-up with subrecipients
who had not submitted an audit report or signed certification had not been
documented.

We also inquired of FDACS staff and examined the audit tracking log for the
2009-10, 2010-11, and 2011-12 fiscal years and noted that FDACS staff had not
reviewed the 70 subrecipient audit reports received as of June 30, 2013, or
issued any related management decisions.

FDACS procedures did not require staff to document attempts to follow-up on
audit reports not received or to timely review audit reports upon receipt.
Additionally, FDACS management indicated that, due to lack of staff, the audit
reports were not timely reviewed upon receipt.

Absent the timely receipt and review of all required subrecipient audit reports,
FDACS management lacked assurance and could not demonstrate that the
subrecipients complied with laws, regulations, and provisions of contracts and
grant agreements.

We recommend that the FDACS enhance procedures to require documentation
of staff efforts to follow-up with subrecipients that do not timely submit audit
reports and to ensure that, upon receipt, subrecipient audit reports are timely
reviewed and any related management decisions timely issued.
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We concur with the finding. Procedures are being enhanced to ensure that all
sub-recipient audit reports are obtained and reviewed in a timely manner and that
efforts to follow-up with sub-recipients are documented in writing. Section 1V,
Reporting of the OOE’s Policies and Procedures For Grant Management outlines
the sub-recipient audit review procedures being proposed. It will require audit
reports to be reviewed within five (5) months of receipt to the Office. Any
required management decisions will be issued within six (6) months of receipt,
consistent with the requirements of Office of Management and Budget (OMB)
Circular A-133.

The Office of Energy is in the process of completing its review of all A-133 audit
reports received for fiscal years 2011 and 2012. The Office will also re-visit the
level of response regarding the receipt of sub-recipient audits for fiscal years
2011 and 2012, and increase its efforts to obtain any audits that were not
submitted previously. For open grants, management decisions and corrective
actions may impact the OOE’s approval of subsequent grant payment requests.
If the grant is already closed, management decisions or corrective actions may
impact the sub-recipient’s receipt of OOE financial assistance in the future.

July 30, 2014

Patrick Sheehan, Executive Director of the Office of Energy
(850) 617-7470
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U.S. DEPARTMENT OF EDUCATION

2013-020

Various (Includes Recovery Act Funding) (See Condition)

Various (See Condition)

Activities Allowed or Unallowed; Allowable Costs/Cost Principles; Cash
Management; Eligibility; Matching, Level of Effort, Earmarking; Reporting; and
Special Tests and Provisions

Florida Northwest Regional Data Center (NWRDC)

Various

Significant Deficiency
Report No. 2013-161, Finding No. FA 12-019

The NWRDC did not have a complete, system-generated record of all hardware
and systems software changes and had not documented the testing, approval,
and implementation of some systems software changes. Additionally, certain
security controls related to user authentication needed improvement.

Information Technology (IT) Industry Standards: General Controls
Federal Information System Controls Audit Manual (FISCAM), February 2009:

3.2 — Access controls provide reasonable assurance that access to computer
resources (data, equipment, and facilities) is reasonable and restricted to
authorized individuals. Effective security controls include measures to
authenticate the identity of system users.

3.3 - Configuration management controls provide reasonable assurance that
changes to information system resources are authorized and systems are
configured and operated securely and as intended. Effective change control
procedures help to ensure that all changes are authorized, documented, and
tracked. Comprehensive documentation includes documentation that changes
were successfully tested and functioned as intended prior to being approved for
implementation.

The NWRDC change management policy includes guidance as to when certain
hardware and systems software changes can be made and when weekly change
management meetings are to be scheduled. This policy addresses requirements
for the authorization and review of hardware and systems software changes.
However, in response to our audit inquiry, NWRDC staff were unable to provide a
system-generated log of all hardware and systems software changes that had
been applied to the NWRDC's internal systems (the computing platforms used in
the day-to-day operation and administration of the data center in support of
servicing its customer base), open systems (server platforms supporting
customer entity services), or the mainframe.

Alternatively, NWRDC staff provided us a listing of hardware and systems
software change records that had been manually entered into a spreadsheet
used for change management activities. However, the NWRDC did not have a
mechanism in place to verify that all changes made to a platform were actually
entered into the spreadsheet. Notwithstanding the limitations of manually
entered change records, we reviewed a sample of 14 changes made to network
infrastructure and systems software components recorded on the spreadsheet
from September 20, 2012, through March 20, 2013. Our review of 9 of the 14
changes included in our sample disclosed that, for systems software component
changes, NWRDC staff were unable to provide documentation substantiating that
the changes had been appropriately tested, approved to be moved to the
production environment, and moved to the production environment by personnel
independent of programming.

45



MARCH 2014

REPORT NoO. 2014-173

Cause

Effect

Recommendation

Additionally, our audit disclosed certain NWRDC security controls related to user
authentication that needed improvement. Security controls are intended to
protect the confidentiality, integrity, and availability of data and IT resources. We
are not disclosing specific details of the issues in this report to avoid the
possibility of compromising NWRDC customer entity data and IT resources.
However, we have notified appropriate NWRDC management of the specific
issues.

The NWRDC was established as a primary data center to serve as an
information system utility for customer entities. The NWRDC provides services
for various systems, including the Accessible Web-based Activity and Reporting
Environment (AWARE), the Rehabilitation Information Management System
(RIMS), the K-12 Student and Staff System, and the Cash Advance and
Reporting of Distributions System (CARDS) managed by the Florida Department
of Education and the CSE Automated Management System (CAMS) managed by
the Department of Revenue. These systems are used in administering aspects
of the following major programs:

Programs that include Recovery Act Funding:

84.010 and 84.389 - Title I, Part A Cluster

84.377 and 84.388 - School Improvement Grants Cluster

84.395 - State Fiscal Stabilization Fund (SFSF) - Race-to-the-Top Incentive
Grants, Recovery Act

Programs that do not include Recovery Act Funding:

84.027 and 84.173 - Special Education Cluster (IDEA)

84.048 - Career and Technical Education - Basic Grants to States

84.126 - Rehabilitation Services-Vocational Rehabilitation Grants to States
84.287 - Twenty-First Century Community Learning Centers

84.365 - English Language Acquisition Grants

84.367 - Improving Teacher Quality State Grants

93.558 - Temporary Assistance for Needy Families (TANF)

The NWRDC had not developed written procedures addressing the detailed
requirements for documenting and tracking the authorization, testing, approval,
and implementation of hardware and systems software changes. However,
NWRDC management indicated that they were in the process of implementing a
new change management system that would address the above-described
control issues. Additionally, NWRDC management did not establish adequate
security controls.

The lack of written procedures increases the risk that hardware and systems
software changes will not be authorized, tested, approved, and implemented in a
consistent manner pursuant to management’s expectations. In addition, without
a complete, system-generated record of hardware and systems software
changes and adequate documentation tracking the change control process, the
risk is increased that erroneous or unauthorized changes could be moved into
the production environment without timely detection. Also, without adequate
security controls related to user authentication, the confidentiality, integrity, and
availability of NWRDC customer entity data and IT resources may be
compromised.

The NWRDC should supplement its change management policy with written
procedures addressing the detailed requirements for documenting and tracking
hardware and systems software changes. Additionally, along with the
implementation of its new change management system, the NWRDC should
implement system-generated logs to document and track all hardware and
system software changes that are made to the NWRDC's internal systems, open
systems, and mainframe platforms. Furthermore, the NWRDC should maintain
documentation that demonstrates the appropriate testing, approval, and
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implementation of systems software changes. The NWRDC also should improve
security controls related to user authentication to ensure the continued
confidentiality, integrity, and availability of customer entity data and IT resources.

NWRDC agrees with these recommendations.

As stated in the report, NWRDC was in the midst of implementing a new change
control system during the audit. The migration to the new system, based on
RemedyForce, was completed in May 2013.

As per the previous year's audit report, NWRDC made improvements to its
security controls by June 30, 2013. The review conducted under this audit was
made before the previous audit recommendations could be carried out. We will
compare the recommendations from the overlapping audit reports to ensure that
the appropriate security controls are in place.

September 30, 2014

Tim Brown
Executive Director, NWRDC
(850) 245-3521
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U.S. DEPARTMENT OF EDUCATION

2013-021

Various (See Condition)

Various (See Condition)

Reporting

Florida Department of Education (FDOE)

Various

Noncompliance and Significant Deficiency
Report No. 2013-161, Finding No. FA 12-020

The FDOE did not document the timely reporting of applicable subaward data in
the Federal Funding Accountability and Transparency Act (FFATA) Subaward
Reporting System (FSRS) pursuant to Federal regulations.

2 CFR 170 - Reporting Subaward and Executive Compensation Information

FFATA regulations required the FDOE, as a recipient, to report in the FSRS key
data elements regarding its subawards. The FSRS is a reporting tool used to
capture and report subaward and executive compensation data and make it
available to the public via a single, searchable Web site. FFATA reporting is
required for grants or cooperative agreements exceeding $25,000, effective on or
after October 1, 2010, and made with a new Federal Assistance Identification
Number on or after that date. Pursuant to Federal regulations, the FDOE should
have reported, by the end of the month following the month in which an obligation
was made, the key data elements for such grants. During the period
July 1, 2012, through June 30, 2013, the FDOE made 1,013 subawards totaling
$2,304,754,064 for the following major programs:

84.010 — Title | Grants to Local Educational Agencies

84.027 — Special Education Grants to States (IDEA Part B Grants)
84.048 — Career and Technical Education — Basic Grants to States
84.173 — Special Education — Preschool Grants (IDEA Preschool Grants)
84.287 — Twenty-First Century Community Learning Centers

84.365 — English Language Acquisition Grants

84.367 — Improving Teacher Quality State Grants

84.377 — School Improvement Grants

93.575 and 93.596 — Child Care Development Fund Cluster

Our review of FSRS information for 25 subawards disclosed that the FDOE had
not reported the required data for any of the subawards. In addition, the FDOE
could not provide documentation evidencing its good faith effort to upload the
subaward information into the FSRS.

FDOE management indicated that, due to ongoing formatting difficulties and
staffing shortages, the data could not be uploaded timely to the FSRS.

FDOE subaward data was not reported as required by FFATA.

We recommend that the FDOE ensure that all required key data elements are
timely reported in the FSRS for subawards from the applicable grants.

FDOE has had a great deal of difficulty uploading data into the FSRS as required
by FFATA. For the better part of two years, whenever data were uploaded to the
system we received numerous error messages. It is our understanding from both
USED as well as other states, that these problems have been experienced
nationally and not just by Florida. However, just recently, the FDOE has
identified methodology for successfully loading the required data into the FFATA
reporting system. All subaward data will be fully and accurately uploaded into
the system consistent with federal requirements.
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June 30, 2014

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations

(850) 245-0420
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U.S. DEPARTMENT OF EDUCATION

2013-022

Various (Includes Recovery Act Funding) (See Condition)
Various (See Condition)

Special Tests and Provisions — Schoolwide Programs
Florida Department of Education (FDOE)

Various

Noncompliance

The FDOE did not notify two local educational agencies (LEAS) of the authority to
consolidate Federal, State, and local funds to operate schoolwide programs.

34 CFR Section 200.29(e) - Consolidation of funds in a schoolwide program

An eligible school may use its Title | funds, in combination with other Federal,
State, and local funds, in a schoolwide program to upgrade the school’s entire
educational program and to raise academic achievement for all students. The
FDOE is required to notify LEAs of the authority to consolidate funds to operate
schoolwide programs. Sources of Federal funds that may be consolidated for a
schoolwide program include the major programs listed below:

84.010 and 84.389 — Title I, Part A Cluster

84.027 and 84.173 — Special Education Cluster (IDEA)

84.048 — Career and Technical Education — Basic Grants to States
84.287 — Twenty-First Century Community Learning Centers
84.365 — English Language Acquisition Grants

84.367 — Improving Teacher Quality State Grants

84.377 and 84.388 — School Improvement Grants Cluster

During the 2012-13 fiscal year, the FDOE awarded Title | funds to 75 LEAs.
According to FDOE staff, the most recent notification to the LEAs of the funds
consolidation authority was in 2001; however, since 2001, 2 additional LEAs
were established, 1 during the 2011-12 fiscal year and the other during the
2012-13 fiscal year.

The FDOE did not notify recently established LEAs of the authority to consolidate
funding to operate schoolwide programs.

LEAs may not be aware of the authority to consolidate funds to operate
schoolwide programs.

We recommend that the FDOE notify the LEAs of the authority to operate
schoolwide programs using consolidated Federal, State, and local funds.

The two LEAs, the Florida Virtual School and the Lake Wales Charter School
System have been advised of the authority to consolidate Federal, State, and
local funds in Title | schoolwide programs.

Completed.

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations
(850) 245-0420
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U.S. DEPARTMENT OF EDUCATION

2013-023

84.027 and 84.173

Special Education Cluster (IDEA)
Matching, Level of Effort, Earmarking
Florida Department of Education (FDOE)

H173A100027 2010, HO27A120024-12A 2012, and H173A120027 2012

Opinion Qualification and Material Noncompliance

The FDOE did not correctly allocate IDEA funding to local educational agencies
(LEAS) in accordance with Federal regulations.

34 CFR 300.705(b) — Allocations to LEAs
34 CFR 300.816 — Allocations to LEAs

To allocate the base payments for IDEA Part B Grants and IDEA Preschool
Grants, Federal regulations require the FDOE to first distribute IDEA funds to the
LEAs based on the amount that each LEA would have received from the
1999 fiscal year appropriation for the IDEA Part B Grants, and the 1997 fiscal
year appropriation for the IDEA Preschool Grants. The amounts allocated in
1999 and 1997 for the IDEA Part B Grant and IDEA Preschool Grant were
$179,007,131 and $13,133,108, respectively. If a new LEA is created, the FDOE
is to make adjustment by dividing the base allocation for the LEAs that were
previously responsible for serving children with disabilities who are now being
served by the new LEA among the new LEA and the affected LEAs based on the
relative numbers of children with disabilities currently provided services by the
LEAs.

Our review of the base allocations for the 2010-11 and 2012-13 fiscal years,
disclosed that the FDOE did not correctly adjust the base allocations for new
LEAs. Specifically:

» Two LEAs were added to the IDEA Preschool Grant base allocation during
the 2010-11 fiscal year. The FDOE adjusted the base allocation
proportionally among all LEAs rather than just the LEAs that were previously
responsible for serving the children now being served by the new LEAs. The
FDOE allocated $9,868 to the two new LEAs which reduced the base
allocation amount for all the other LEAs by $5 to $846.

» Two LEAs were added to the IDEA Part B Grant base allocation during the
2012-13 fiscal year. The FDOE adjusted the base allocation proportionally
among all LEAs rather than just the LEAs that were previously responsible
for serving the children now being served by the new LEAs. The FDOE
allocated $27,053 to the two new LEAs which reduced the base allocation
amount for all other LEAs by $6 to $2,947.

Once the base allocation is calculated and adjusted for new LEAs, 85 percent of
any remaining IDEA Part B and IDEA Preschool Grant funds are required to be
allocated to the LEAs on the basis of the relative numbers of children enrolled in
public and private elementary schools and secondary schools within each LEA’s
jurisdiction. Our review of the 2012-13 fiscal year allocation of IDEA Preschool
Grant funds disclosed one instance where the count of children used by the
FDOE was incorrect resulting in an under-allocation of $450 to one LEA and an
over-allocation of $450 to another LEA.

The final 15 percent of any remaining IDEA Part B and IDEA Preschool Grant
funds are required to be allocated to the LEAs in accordance with their relative
numbers of children living in poverty, as determined by the FDOE. To determine
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the number of children living in poverty, the FDOE utilized the Free and Reduced
Lunch (FRL) count. This count was determined annually; however, in some
instances, schools may elect to offer lunches at no charge regardless of the
economic status of the students. This election defines a school as a “Provision 2
school” and prohibits the school from collecting FRL eligibility data on an annual
basis. Guidance provided by the USED stated that, when determining Title |
eligibility and allocations for a Provision 2 school, LEA officials may assume that
the school had the same percentage of students eligible for free and reduced
price lunches as it had in the most recent year for which the school collected the
eligibility information. Our review of the 2012-13 fiscal year IDEA Part B and
IDEA Preschool Grant allocations disclosed that, rather than following USED
guidance, the FDOE used the 2010-11 fiscal year FRL count for five LEAs with
Provision 2 schools if it was higher than the 2011-12 fiscal year FRL count.

FDOE management indicated that, when new LEAs were included in the base
allocation, they made the decision to divide the base allocation among all LEAs
due to difficulties in identifying those LEAs that had previously served the
applicable children. Management also indicated that the decision to use a
previous year's FRL count rather than the FRL count for the most recent year for
Provision 2 schools was made due to the FDOE's reluctance to reduce an LEA’s
allocation. The use of the incorrect children count in the IDEA Preschool Grant
funds allocation was a clerical error.

The LEAs were not allocated IDEA funds in the correct amounts.

We recommend that the FDOE allocate IDEA funds to the LEAs in accordance
with Federal regulations and USED guidance.

FDOE will seek guidance from the USED Office of Special Education Programs
(OSEP) concerning the unique circumstances which the department faces with
respect to its LEAs. Furthermore, FDOE will seek guidance from OSEP on best
practices to resolve equity tension which the department encountered as a result
of Provision 2 designations and will encounter with the newly implemented
Community Eligibility Provision option. Lastly, FDOE has taken the necessary
steps to correct the $450 offsetting allocation which occurred by using an
incorrect child count in the calculation of the 2012-13 fiscal year allocation of two
IDEA Preschool Grant funds.

Pending consultation with USED OSEP with the exception of the offsetting
allocation which has already been corrected.

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations
(850) 245-0420

52



MARCH 2014

REPORT NoO. 2014-173

Finding Number

CFDA Number

Program Title

Compliance Requirement

State Agency

Federal Grant/Contract
Number and Grant Year

Finding Type

Prior Year Finding

Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and

Corrective Action Plan

U.S. DEPARTMENT OF EDUCATION

2013-024

84.027 and 84.173

Special Education Cluster (IDEA)
Matching, Level of Effort, Earmarking
Florida Department of Education (FDOE)

H027A120024-12A 2012 and H173A120027 2012

Significant Deficiency
Report No. 2013-161, Finding No. FA 12-022

The FDOE could not provide documentation to support all budgeted amounts
used in the State-level maintenance of effort (MOE) calculation for the 2012-13
fiscal year.

20 USC 1412(a)(18) - Maintenance of State Financial Support - The State may
not reduce the amount of State financial support for special education and
related services for children with disabilities (or State financial support otherwise
made available because of excess costs of educating those children) below the
amount of State financial support provided for the preceding fiscal year.

In previous years, the FDOE demonstrated compliance with the MOE
requirement for State contributions to special education programs by calculating
the amount expended on special education programs by local educational
agencies from one year and comparing it to the prior year expenditures.
However, based on clarification provided by the USED, it was determined that
the FDOE needed to change the basis for calculating State-level MOE to
appropriated or budgeted amounts for special education. On January 14, 2013,
the FDOE submitted to the USED a revised calculation for the 2012-13 fiscal
year that included a total budgeted amount for MOE of $707,887,480; however,
the FDOE was unable to provide support for budgeted amounts used in the
calculation totaling $74,984,919 (approximately 10.6 percent).

FDOE staff did not obtain and maintain documentation supporting the MOE
calculation.

Absent support for the calculation of the State-level MOE, the FDOE could not
demonstrate compliance with the MOE requirement.

We recommend that the FDOE maintain documentation to support the
calculation of the State-level MOE.

The revised methodology for calculating the maintenance of effort is required to
include estimated budgeted (i.e., appropriated) amounts used to provide special
education and related services to students with disabilities from all possible
sources - not just education appropriations. As part of the calculation, FDOE
reached out to the Division of Blind Services, the Division of Vocational
Rehabilitation, the Department of Children and Families, the Department of
Juvenile Justice, and the Department of Corrections. It was very difficult for
many of these entities to provide an estimate of amounts that were allocated for
students with disabilities as their budgets are not constructed in that manner;
however, all of the entities involved did provide FDOE with their estimates going
back to 2008-09. Unfortunately due to staff turnover and other factors, not all of
these entities were able to provide the backup documentation required by the
auditors. FDOE will consult with the USED to determine how best to address this
issue with respect to prior-year calculations. Going forward, FDOE will request
that the entities involved provide us with backup documentation supporting the
estimates provided to FDOE. It should be noted that the amount of support
provided from the six entities included in the calculation is just over 10% of the
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total amount appropriated for special education and related services.

June 30, 2014 for future calculations.

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations

(850) 245-0420
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U.S. DEPARTMENT OF EDUCATION

2013-025

84.048

Career and Technical Education — Basic Grants to States (CTE)
Allowable Costs/Cost Principles

Florida Department of Education (FDOE)

V048A120009-12A 2012

Noncompliance and Significant Deficiency
Questioned Costs — $581,158.93
Report No. 2013-161, Finding No. FA 12-023

The FDOE did not obtain periodic certifications for employees whose salaries
and benefits were paid solely from CTE Program funds. In addition, the FDOE
did not fairly state the status of a similar finding in the Summary Schedule of
Prior Audit Findings (SSPAF).

OMB Circular A-87, Attachment B, Section 8.h., Support of Salaries and Wages

During the 2012-13 fiscal year, the FDOE expended CTE Program funds totaling
$59,817,583, of which $1,750,615 represented salary and benefit costs for FDOE
employees. Our review of salary and benefits charges to the Program disclosed
that the FDOE did not obtain periodic payroll certifications to support salary and
benefits totaling $581,159 for the 12 employees who were paid solely from CTE
Program funds.

The FDOE’'s current time distribution system was implemented under a
Cooperative Audit Resolution and Oversight Initiative (CAROI) agreement in
1996 with revisions in 1998 that included USED approval of a waiver of the
semiannual certification requirements. In February 2008, the USED reviewed the
FDOE’s time distribution system and made several recommendations for
changes to the system, including a recommendation for reinstating the
semiannual certification requirement for employees working solely on one
program. In a letter to the USED dated May 9, 2008, the FDOE agreed to
reinstate the semiannual certification requirement; however, the FDOE had not
yet done so.

In a program determination letter (PDL) dated October 29, 2013, the USED
emphasized that the agreement in May 2008 superseded the 1998 agreement.
The USED further noted that they were disappointed by the delay of more than
5years in reinstating the semiannual certification process, and required the
FDOE to implement the 2008 agreement without delay.

FDOE indicated in the SSPAF that the prior audit finding related to payroll
certifications was fully corrected; however, as described above, the FDOE did not
obtain the required periodic certifications.

Prior to receipt of the PDL, FDOE personnel indicated that they were still in
negotiations with the USED regarding revisions to the CAROI agreement.
Additionally, the FDOE had obtained a letter from their legal advisor in
February 2013, indicating that the recommendations made during the USED
review of the time distribution system in February 2008 included
recommendations, not binding requirements and, therefore, it was within the
FDOE's discretion to determine which recommendations the FDOE might want to
adopt.

Absent the periodic certifications, salary and benefits costs charged to the
Program may not be appropriately supported and could be subject to
disallowance by the USED.
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We recommend that the FDOE obtain semiannual certifications for employees
working solely on the CTE Program.

FDOE is implementing a process for obtaining semiannual certifications for all
employees working solely on a single federal program.

June 30, 2014

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations
(850) 245-0420
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U.S. DEPARTMENT OF EDUCATION

2013-026

84.048

Career and Technical Education — Basic Grants to States (CTE)
Matching, Level of Effort, Earmarking and Reporting

Florida Department of Education (FDOE)

V048A100009A 2010

Opinion Qualification, Material Noncompliance, and Significant Deficiency
Questioned Costs — $115,660.13
Report No. 2013-161, Finding No. FA 12-025

The FDOE did not meet the Federal maintenance of effort (MOE) requirement
and incorrectly reported the non-Federal share of outlays amount on the Final
Financial Status Report (FSR) submitted in December 2012 for the period
July 2010 through September 2012.

20 USC 2413 - State Administrative Costs — The State must provide from
non-Federal sources an amount that is not less than the amount provided by the
State from non-Federal sources for State administrative costs for the preceding
fiscal year.

34 CFR 80.41 - Financial Reporting

For the 2010 Federal grant, the FDOE was required to provide from non-Federal
sources $1,283,204 for State administrative costs. Based on its established
procedures, which had been approved by the USED, the FDOE should have
calculated the administrative costs using the time and effort percentages from
May 2011 personnel activity reports. However, the FDOE revised its
methodology, absent USED approval, and calculated the administrative costs by
averaging the time and effort percentages from the February 2011 and May 2011
personnel activity reports. By calculating administrative costs using the revised
methodology, the FDOE determined that it did not meet the MOE requirement
and reported $1,177,218 for non-Federal share of outlays on the FSR for the
period ended September 2012.

Subsequent to our audit inquiry, the FDOE recalculated the administrative costs
using only the May 2011 personnel activity reports, consistent with the method
approved by the USED. Based on this calculation, the FDOE determined that
the non-Federal share of outlays totaled $1,167,544, or $115,660 (approximately
9 percent) less than the MOE amount required.

In a letter to the USED dated January 20, 2012, the FDOE requested a change in
the calculation methodology used to determine MOE for the Program; however,
the USED had not yet responded to the request. The FDOE indicated that they
had applied, and would continue to apply, the revised methodology pending the
USED’s response, because the revised methodology more accurately reflects the
State’s administrative efforts. In a program determination letter dated October
29, 2013, the USED informed the FDOE that the revised methodology was not
approved. The USED also indicated that, until the FDOE submitted a request to
adopt a modified procedure, the FDOE should continue to calculate
administrative costs with only May personnel activity reports.

The FDOE cannot demonstrate compliance with the MOE requirement or
substantiate that amounts reported on the FSR as administrative expenditures
from non-Federal sources were calculated using USED-approved procedures.

We recommend that the FDOE follow the USED-approved procedures for
calculating the non-Federal share of outlays amount. We also recommend that
the FDOE appropriately revise the FSR for the period ended September 2012.
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The FDOE has responded to a Program Determination Letter (PDL) including
revision to the FSR, re-submittal of the revised methodology and other requested
information. To the extent directed by the USED in the PDL, corrective action
has been completed. Any further corrective action will be dependent on further
direction from USED.

Pending further direction from USED.

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations
(850) 245-0420
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U.S. DEPARTMENT OF EDUCATION

2013-027

84.126

Rehabilitation Services — Vocational Rehabilitation Grants to States (VR)
Allowable Costs/Cost Principles

Florida Department of Education (FDOE)

H126A120086-12C 2012 and H126A130086-13A 2013

H126A120087-12C 2012 and H126A130087-13A 2013

Opinion Qualification, Material Noncompliance, and Material Weakness
Questioned Costs — $51,447,790.82 (Federal Share - $42,368,500.41; Federal
Grant Nos. H126A120086-12C $18,659,507.88, H126A130086-13A
$18,045,045.19, H126A120087-12C $4,285,818.68, and H126A130087-13A
$1,378,128.66)

Report No. 2013-161, Finding No. FA 12-026

The FDOE Division of Vocational Rehabilitation (DVR) and Division of Blind
Services (DBS) did not obtain periodic certifications for employees whose
salaries and benefits were paid solely from VR Program funds. Additionally, the
DVR did not appropriately allocate salary and benefits costs for employees who
worked on multiple programs.

OMB Circular A-87, Attachment B, Section 8.h., Support of salaries and wages

Agreement between the FDOE and the USED related to the Cooperative Audit
Resolution and Oversight Initiative

During the 2012-13 fiscal year, the FDOE expended VR Program funds totaling
approximately $202 million of which $55,144,651 represented salary and benefits
costs for FDOE employees. Our review of the salaries and benefits charged to
the Program disclosed that:

» The DVR and DBS did not obtain semiannual payroll certifications to support
salaries and benefits totaling $51,397,538.65 for employees paid solely from
VR Program funds. DVR procedures did not require the completion of
certifications and DBS procedures required employees to complete
certifications annually, for the month of September 2012, rather than
semiannually as required by the agreement between the FDOE and the
USED.

» The FDOE utilized payroll data from a Time Tracker Program to reallocate to
the appropriate programs the salary and benefits costs for employees who
worked on multiple programs. The FDOE performed a time tracking study
and reallocation three times a year in January, May, and September. The
reallocation was made to adjust payroll expenditures for the applicable
4-month period. For two DVR employees who worked on multiple programs,
the FDOE did not properly adjust salary and benefits costs totaling
$50,252.17 that were charged to the VR Program.

DVR personnel indicated that FDOE management had not provided instruction
regarding the completion of payroll certifications. In addition, DVR personnel
indicated that, because the two employees’ positions were not located at DVR
headquarters, the employees’ data was not included in the Time Tracker
Program so adjustments were not made.

DBS personnel indicated that they misinterpreted the agreement between the
USED and the FDOE regarding the frequency of payroll certifications.

Absent periodic payroll certifications and appropriate adjustments for the time of
employees who worked on multiple programs, salary and benefits costs charged
to the Program may not be appropriately supported and could be subject to
disallowance by the USED.

59



MARCH 2014

REPORT NoO. 2014-173

Recommendation

State Agency Response and
Corrective Action Plan

Estimated Corrective
Action Date

Agency Contact and
Telephone Number

We recommend that the FDOE implement semiannual certifications for all
employees who work on a single cost objective. We also recommend that the
FDOE take steps to ensure that salary and benefits cost reallocations are
correctly made for employees who worked on multiple programs.

FDOE is implementing semiannual certifications for all employees working on a
single cost objective including DVR and DBS employees. The DVR personnel
located in the Turlington building will be included in future time studies so that
any necessary salary and benefits adjustments can be made timely.

June 30, 2014

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations
(850) 245-0420
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U.S. DEPARTMENT OF EDUCATION

2013-028

84.126

Rehabilitation Services — Vocational Rehabilitation Grants to States (VR)
Eligibility

Florida Department of Education (FDOE)

H126A110086-11G 2011, H126A120086-12C 2012, and

H126A130086-13A 2013

Opinion Qualification, Material Noncompliance, and Material Weakness
Report No. 2013-161, Finding No. FA 12-027

The FDOE did not always ensure that eligibility determinations were made within
the time frame required by VR Program regulations.

34 CFR 361.41(b)(1) - Processing Referrals and Applications

An eligibility determination must be made within 60 days after an individual
submits an application for VR services. However, if exceptional and unforeseen
circumstances beyond the control of the FDOE preclude making an eligibility
determination within 60 days, then the individual and the FDOE can agree to a
specific extension of time. FDOE staff documented the agreement of the
extension between the individual and the FDOE within case notes included in the
individual's case file.

Our examination of 40 case records disclosed 7 instances in which the eligibility
determinations were made after 60 days or the agreed-to extension of time had
elapsed. Specifically, the determinations were made from 47 to 407 days after
the applicable dates. In these 7 instances, the FDOE made 3 determinations of
eligibility and 4 determinations of ineligibility.

Until a revision in May 2013, FDOE policies and procedures did not require that,
if the eligibility determination was not made within the initial agreed-to extension
period, any additional extension periods be documented. In instances where no
extension was agreed to, FDOE management indicated that the untimely
eligibility determinations were due to counselor error.

Untimely eligibility determinations delay the start of services for eligible
individuals and may delay ineligible individuals from seeking other services.

We recommend that FDOE management take steps to ensure the timely
completion of eligibility determinations. Such steps should include emphasizing
to counselors the importance of timely eligibility determinations.

The FDVR continues to address adherence to the prescribed procedures at
annual Supervisors Meetings, at New Counselor Trainings, Area Directors
Meetings and Counselor performance reviews. Increased emphasis on
compliance is part of the Field Services Operating Procedure (FSOP), Field
Services Quality Assurance Monitoring implemented on August 2, 2011. The
FDVR requires all new counselors to complete an extensive on-line training.
This is to be completed during the first six months of employment or before the
next “new counselor training”. This on-line training specifically addresses the
eligibility requirements.

The activities are ongoing.

Aleisa McKinlay, Director, Division of Vocational Rehabilitation
(850) 245-3343
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U.S. DEPARTMENT OF EDUCATION

2013-029

84.367

Improving Teacher Quality State Grants (ITQ)
Eligibility

Florida Department of Education (FDOE)
S367A120009-12A 2013 and S367B120010-12A 2013

Noncompliance and Significant Deficiency

The FDOE did not correctly allocate ITQ funds to local educational agencies
(LEAS).

20 USC 6621(a) - Subgrants to local educational agencies

During the 2012-13 fiscal year, the FDOE allocated $104,393,088 in ITQ funds to
76 LEAs. ITQ funds totaling $86.3 million were required to be allocated to the
LEAs first based on the amount of funds each LEA received in the 2001 fiscal
year. Then the remaining funds ($18.1 million) were to be allocated by
distributing 20 percent ($3.6 million) based on the population of children in the
area served by each LEA and 80 percent ($14.5 million) based on the number of
children from families with incomes below the poverty line in the area served by
each LEA.

Our review of the FDOE's allocation of ITQ funds to the LEAs disclosed errors in
the remaining funds amounts allocated. Specifically, incorrect population counts
were used for 4 LEAs and, as a result, the amounts allocated to all of the LEAS
were miscalculated. The allocation errors ranged from $1 to $8,931 per LEA.

According to FDOE staff, the use of incorrect population counts was due to
employee oversight.

The FDOE distributed incorrect amounts of ITQ funds to the LEAs.

We recommend that the FDOE appropriately adjust future ITQ fund allocations to
correct the errors and establish a process for reviewing the allocation prior to the
distribution of funds.

FDOE appropriately adjusted the ITQ fund allocations prior to the end of audit
field work. Processes are and have been in place for reviewing the allocations
prior to distribution of funds. FDOE will, however, enhance its current processes
by adding another level of review as well as adding protection features to
templates to prevent overwriting and/or deletion.

June 30, 2014

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations
(850) 245-0420
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U.S. DEPARTMENT OF EDUCATION

2013-030

84.377 and 84.388 (Includes Recovery Act Funding)

School Improvement Grants Cluster (SIG)

Subrecipient Monitoring

Florida Department of Education (FDOE)

S388A090010A 2009, S377A090010A 2009, S377A100010 2010, and
S377A110010 2011

Noncompliance and Significant Deficiency

Report No. 2013-161, Finding No. FA 12-028

The FDOE did not always conduct required monitoring activities as specified in
the SIG application.

OMB Circular A-133 §_.400(d), Pass-through entity responsibilities
October 28, 2010, Federal Register

School Improvement Grants Application — Establishes a monitoring process that
includes an annual review of the progress of each Tier | and Il school. The
FDOE will review schools before the beginning of the subsequent school year to
determine if schools are making progress.

During the 2012-13 fiscal year, the FDOE expended SIG funds totaling
$87.7 million, of which the FDOE subgranted approximately $82.1 million to
25 local educational entities (LEAs). The LEAs then granted the SIG funds to
102 schools identified as Tier | or Il

As described in the FDOE SIG application, prior to awarding funds for a
subsequent year, the FDOE was to annually review the progress of each LEA’s
Tier | and Il schools to determine whether the schools were meeting performance
goals. The FDOE developed a Performance Evaluation Rubric (Rubric) to
document and measure each school’s performance with metrics provided in the
Federal Register. During the 2012-13 fiscal year, the FDOE did not complete
Rubrics for 62 of the 102 Tier | and Il schools that received SIG funds.

According to FDOE management, due to staff turnover, a decision was made not
to require the completion of a Rubric for all Tier | and Il schools. For schools
without a completed Rubric, an executive summary was prepared by the LEA,;
however, the executive summary did not provide a measurement of the school’s
performance using the metrics provided in the Federal Register.

Absent adequate documentation of Tier | and Il school monitoring activities and
results, the FDOE cannot demonstrate that the monitoring was sufficient to
provide assurance that subrecipients complied with Federal requirements and
made appropriate progress.

We recommend that the FDOE evaluate the performance of schools as specified
in the FDOE SIG application and complete Rubrics for all Tier | and Il schools.

The Regional Executive Directors (REDs) of FDOE's Differentiated Accountability
field support teams have committed to a completion date of 2/28/14 for the 62
missing rubrics from the 2012-13 school year. REDs will complete similar rubrics
for any SIG Cohort 2 schools applying for no cost extensions for the 2014-15
school year prior to award of funding. FDOE plans to integrate progress
monitoring rubrics into a new online monitoring system in time for reviewing SIG
Cohort 3 continuation awards in the summer of 2015.
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February 28, 2014, and ongoing

Martha K. Asbury, Assistant Deputy Commissioner, Finance and Operations

(850) 245-0420

64



MARCH 2014

REPORT NoO. 2014-173

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Finding Number

CFDA Number

Program Title
Compliance Requirement
State Agency

Finding Type

Prior Year Finding
Finding

Criteria

Condition

Cause

Effect

Recommendation

State Agency Response and

Corrective Action Plan

2013-031

N/A

Statewide Cost Allocation Plan (SWCAP)

Allowable Costs/Cost Principles

Florida Department of Management Services (FDMS)
Noncompliance

Questioned Costs — Unknown

Report No. 2013-161, Finding No. FA 12-030

Reconciliations for the 2014 SWCAP disclosed two funds with excessive
balances.

OMB Circular A-87, Appendix C, Section C — Scope of the Central Service Cost
Allocation Plans, and Section G — Other Policies

The SWCAP is presented in two sections and is to include all central service
costs that will be claimed under Federal awards. Section | provides information
on central service costs allocated to State agencies. Section Il provides
information on central services that are billed to user agencies.

Since billing rates are based on estimated costs, a comparison of the revenue
generated by each billed service to the actual allowable costs of the service is
required at least annually for each activity included in Section II. An adjustment
is generally required in instances where the fund balance is in excess of a
reasonable reserve (i.e., an amount estimated to cover cash expenses for
60 days). Adjustments are generally made through one of the following methods:
(8) a cash refund to the Federal Government for the Federal share of the
adjustment, (b) credits to the amounts charged to the individual programs, or
(c) adjustments to future billing rates. In exceptional cases, the cognizant
Federal agency may approve a reserve of more than 60 days. Our review of the
2014 SWCAP disclosed that the FDMS’ Purchasing and Communications Trust
Funds had excessive balances at June 30, 2012, of $1,836,000 and $2,836,000,
respectively.

The FDMS had not adjusted revenues to sufficiently offset unallowable costs or
excess fund balances.

The FDMS may be required to refund money to the Federal Government related
to the excessive balances.

We recommend that the FDMS take actions, as appropriate, to prevent excess
fund balances.

The Department of Financial Services has restated the 2012 SWCAP excessive
balance in the 2013 SWCAP for the Communications Trust Fund. This was due
to the $481,024 payment made to the Federal Government (HHS) on
June 20, 2013 from the trust fund. With this payment, there is no longer an
excessive balance in this fund. In a proactive measure to reduce future
excessive balances, telecommunications rates for dedicated toll free were
reduced by 4% and switch toll free rates were reduced by 4.4%.

The Department of Management Services has submitted a budget amendment to
obtain additional spending authority to make a payment of $2,376,425.46 to the
Federal Government (HHS) for the Purchasing Trust Fund. This payment
represents the cumulative excessive balances in fiscal years 2011, 2012, and
2013. In addition, DMS is proposing to decrease the 1% fee to .75% effective
October 1, 2014 to prevent future excessive balances in the Purchasing Trust
Fund.
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October 1, 2014

Mitchell Clark
(850) 487-9888
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2013-032

N/A

Statewide Cost Allocation Plan

Allowable Costs/Cost Principles

Florida Northwest Regional Data Center
Florida Southwood Shared Resource Center
Florida Northwood Shared Resource Center

Other

In finding Nos. 1, 3, 4, and 5 of our audit report No. 2014-005, Primary Data
Centers Cost Allocation Processes, dated August 2013, we disclosed
deficiencies related to the data centers’ cost allocation methodologies,
reconciliation of total actual costs to amounts billed, and, for the Northwood and
Southwood Shared Resource Centers, lack of established cost-recovery
methodology policies and procedures. Details of the findings and
recommendations, as well as managements’ responses are included in that
report.
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2013-033

Various (Includes Recovery Act Funding) (See Finding)

Various (See Finding)

Activities Allowed or Unallowed, Allowable Costs/Cost Principles, Eligibility,
Period of Availability of Federal Funds, Procurement and Suspension and
Debarment, Reporting, and Special Tests and Provisions

Florida Northwood Shared Resource Center (NSRC)

Various

Significant Deficiency

In finding No. 4 of our operational audit report No. 2013-182, dated May 2013,
we disclosed a significant deficiency related to change control procedures at the
NSRC. Details of the finding and recommendation, as well as NSRC
management’s response are included in that report.

The NSRC was established as a primary data center to serve as an information
system utility for customer entities. The NSRC provides services for various
systems managed by the Florida Department of Children and Families, including
the Florida Online Recipient Integrated Data Access (FLORIDA) System, the
GRANT System, the Information Systems for Allocating Costs-Resources Billing,
and the Random Moment Sampling System. These systems are used in
administering aspects of the following major programs:

Programs that include Recovery Act Funding:

10.551 and 10.561 — Supplemental Nutrition Assistance Program (SNAP) Cluster
10.557 — Special Supplemental Nutrition Program for Women, Infants, and
Children (WIC)

93.720, 93.775, 93.777, and 93.778 — Medicaid Cluster

Programs that do not include Recovery Act Funding:

93.558 — Temporary Assistance for Needy Families (TANF)

93.566 — Refugee and Entrant Assistance — State-Administered Programs
93.658 — Foster Care - Title IV-E

93.659 — Adoption Assistance

93.667 — Social Services Block Grant

93.959 — Block Grants for Prevention and Treatment of Substance Abuse
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2013-034

93.558, 93.658, and 93.659

Temporary Assistance for Needy Families (TANF), Foster Care — Title IV-E,
and Adoption Assistance

Allowable Costs/Cost Principles

Florida Department of Children and Families (FDCF)

1302FLTANF 2013 and 1301FL1401 2013

Significant Deficiency
Questioned Costs — $95,319.11 (Federal Share - $68,249.89; Federal Grant Nos.
1302FLTANF $19,831.50, 1301FL1401 $48,418.39)

The FDCF did not appropriately allocate dependency case management costs to
multiple Federal programs.

OMB Circular A-87, Cost Principles for State and Local Governments
45 CFR Part 95, Subpart E, Cost Allocation Plans

According to the FDCF's approved State Fiscal Year 2012-13 Cost Allocation
Plan (CAP), the FDCF used various cost allocation methodologies to identify,
measure, and allocate all Departmental costs incurred in support of the programs
administered by the FDCF. For the child welfare costs that cannot be identified
directly with any one program, the FDCF used client eligibility data counts,
provided by the Florida Safe Families Network (FSFN), to allocate the costs on a
quarterly basis. The FSFN client eligibility data contained In-home,
Out-of-Home, and Adoption Client counts and, since the required work effort
among the three client groups is different, the FDCF used the Child Welfare
League of America (CWLA) standard to weight the case counts to more
appropriately reflect the efforts of the FDCF for the different types of clients.

During the 2012-13 fiscal year, the FDCF applied 42 Other Cost Accumulator
(OCA) cost pools, including various step down cost pools identified by cost
objective, to allocate costs totaling $436,224,631.78 to multiple Federal programs
through a step-down allocation procedure. We reviewed one OCA cost pool,
which captured the community-based care lead agency (CBC) and CBC provider
costs for case management services for the quarters ended December 31, 2012,
and March 31, 2013. Our examination of the allocation for the quarter ended
December 31, 2012, noted posting errors related to the November 2012 data
counts and, as a result, two Federal programs were overcharged and one
Federal program was undercharged as noted below:

> TANF overcharged by $46,900.72,
» Foster Care — Title IV-E overcharged by $48,418.39, and
» Adoption Assistance undercharged by $119,379.42.

The FDCF did not review the posting of the FSFN November 2012 data counts
for accuracy before allocating the CBC and provider costs.

Federal programs were incorrectly charged for child welfare costs.

We recommend that the FDCF correct the data count posting errors and make
the appropriate allocation adjustments. We also recommend the FDCF
implement procedures to perform a review of data accuracy before child welfare
costs are allocated to Federal programs.
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The Department concurs. FDCF has corrected identified data count posting
errors and made the appropriate allocation adjustments. FDCF will implement
procedures to ensure data accuracy before child welfare costs are allocated to
federal programs. Specifically, a supervisory review of the statistical allocations
will be performed each month prior to their use for allocation of costs.

September 2014

Mukweso Mwenene
(850) 717-4672
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2013-035

Various (See Condition)

Various (See Condition)

Procurement and Suspension and Debarment

Florida Department of Children and Families (FDCF)

Various

Noncompliance and Significant Deficiency

The FDCF did not always follow established procedures to demonstrate that,
prior to entering into a covered transaction with a provider, a determination was
made that the provider was not suspended or debarred by the Federal
Government.

2 CFR section 180.300, What must | do before | enter into a covered transaction
with another person at the next lower tier?

CF Operating Procedure No. 075-2, Contract Management System For
Contractual Services

The FDCF is prohibited from contracting with certain providers suspended or
debarred by the Federal Government. FDCF procedures require that each
provider whose contract includes funding that equals or exceeds $25,000 in
Federal moneys, must certify that they are not presently debarred or suspended
by signing the Certification Regarding Debarment, Suspension, Ineligibility and
Voluntary Exclusion Contracts/Subcontracts (Certification) form prior to execution
of each contract. Additionally, providers that audit Federal programs must also
sign a Certification form, regardless of the contract amount. For 6 of the
28 contracts we tested, the FDCF began making payments before signed
Certification forms for the applicable contracts were obtained. For another 2 of
the 28 contracts, the FDCF made payments although Certification forms had not
been obtained. The expenditures applicable to these contracts totaled
approximately $201.7 million and were funded by the following programs:

93.558 — Temporary Assistance for Needy Families (TANF)

93.658 — Foster Care - Title IV-E

93.659 — Adoption Assistance

93.667 — Social Services Block Grant

93.959 — Block Grants for Prevention and Treatment of Substance Abuse

The Certification forms were not always included in the contract files and, due to
staff turnover, FDCF staff could not locate the forms or provide an explanation as
to why some forms were unavailable.

Federal funds may be improperly used to make payments to providers that are
suspended or debarred by the Federal Government.

We recommend that the FDCF ensure compliance with procedures requiring a
signed Certification Regarding Debarment, Suspension, Ineligibility and
Voluntary Exclusion Contracts/Subcontracts form be obtained for all applicable
contracts prior to contract execution.

The FDCF Office of Contracted Client Services will work to ensure that
Certification Regarding Debarment, Suspension, Ineligibility and Voluntary
Exclusion Contracts/Subcontracts Forms are signed prior to contract execution.
Current FDCF written policies require Contract Managers to obtain the required
certifications prior to contract execution. FDCF policy requires the use of a
Contract/Amendment Routing and Approval Form (CF1121) for contract
approvals and signatures. This form contains a designated checkbox listed as
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the CF1125 (Debarment Form), in which the reviewer will check the box to
ensure all forms are included in the supporting documentation, prior to contract
execution. This checkbox provides a level of oversight prior to dissemination of
the contract to the provider or vendor.

The Office of Contracted Client Services will provide refresher training to
Contract Managers regarding their obligation under current Department written
procedures to obtain and include with the CF1121 a signed CF1125 when
required, and refresher training to its Contract Administrators to ensure that the
signed CF1125 is included with the CF1121 when required, prior to approval of a
contract for execution.

April 1, 2014

Paul Sexton, Director of Contracted Client Services
(850) 922-5216
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2013-036

Various (See Condition)

Various (See Condition)

Reporting and Subrecipient Monitoring

Florida Department of Children and Families (FDCF)

Various

Noncompliance and Significant Deficiency
Report No. 2013-161, Finding No. FA 12-037

The FDCF did not report applicable subaward data in the Federal Funding
Accountability and Transparency Act (FFATA) Subaward Reporting System
(FSRS) pursuant to Federal regulations. In addition, the FDCF did not obtain the
subrecipient’'s Dun and Bradstreet Data Universal Numbering System (DUNS)
number prior to issuing the subaward.

2 CFR 170, Reporting Subaward Executive Compensation Information

2 CFR 25.110, Types of recipient and subrecipient entities to which this part
Applies

2 CFR 25, Appendix A, Section 1.B.2 Requirement for Data Universal Numbering
System (DUNS) Numbers

FDCF Contract Directive for Administration 11-19, Federal Funding
Accountability and Transparency Act (FFATA), Section 10-14 a., dated
April 26, 2011, provides that at the time of obtaining the provider signature on
qualifying contracts or grants, or at the time of the completion of other attestation
or certification forms, Contract Managers will have the provider complete and
sign the FFATA Certification of Executive Compensation Reporting
Requirements form. This form requires the provider's DUNS number.

FFATA regulations require the FDCF, as a recipient, to report in the FSRS key
data elements regarding its subawards. The FSRS is a reporting tool used to
capture and report subaward and executive compensation data and make it
available to the public via a single, searchable Web site. FFATA reporting is
required for grants or cooperative agreements exceeding $25,000, effective on or
after October 1, 2010, and made with a new Federal Assistance ldentification
Number on or after that date. Pursuant to Federal regulations, the FDCF should
have reported, by the end of the month following the month in which an obligation
was made, the key data elements for such grants. We tested 31 subawards and
noted that, as of June 30, 2013, the FDCF had not accurately reported data for
7 of the 17 applicable subawards. The expenditures applicable to these
7 subawards totaled approximately $240.3 million and were funded by the
following programs:

93.558 — Temporary Assistance for Needy Families (TANF)

93.658 — Foster Care — Title IV-E

93.667 — Social Services Block Grant

93.959 — Block Grants for Prevention and Treatment of Substance Abuse

Additionally, the FDCF was required to obtain the subrecipient's DUNS number
prior to issuing the subaward. For 5 of the applicable 28 subawards, the FDCF
obtained and verified the DUNS numbers from 24 to 315 days after the
subawards were issued.

The FDCF did not have an effective process in place to accurately report all
subawards in accordance with FFATA reporting requirements. In addition, FDCF
personnel failed to follow established operating procedures regarding the
collection of DUNS numbers prior to issuing subawards.
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The applicable subaward data was not reported in the FSRS as required.

We recommend that the FDCF ensure that all required key data elements are
timely reported in the FSRS. We also recommend that the FDCF ensure
compliance with its procedures for obtaining DUNS numbers prior to issuing
subawards.

In regards to compliance with the Federal Funding Accountability and
Transparency Act (FFATA), the Office of Contracted Client Services accumulates
data for FFATA reporting on non-CBC and Non-ME providers. The Office of
Contracted Client Services has been working to improve the accuracy of its
processes in such data collection and will continue to review and refine those
processes to ensure the accuracy of the data it is providing for reporting
purposes. Updated procedures will be developed and training will be provided to
Contract File Administrators.

In regards to obtaining provider and vendor Dun and Bradstreet Universal
Numbering System (DUNS) numbers on qualifying contracts prior to execution
and payment for services, the Office of Contracted Client Services will provide
refresher training to Contract Managers regarding their obligation under current
Department written procedures to obtain the provider's DUNS number prior to
finalizing a contract for execution and refresher training to its Contract
Administrators to ensure that the provider's DUNS number is included in the
documentation reviewed along with the CF1121 form for approval of a contract
for execution.

FFATA issue - July 1, 2014
DUNS issue: April 1, 2014

Paul Sexton, Director of Contracted Client Services
(850) 922-5216
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2013-037

Various (See Condition)

Various (See Condition)

Subrecipient Monitoring

Florida Department of Children and Families (FDCF)

Various

Noncompliance and Significant Deficiency

FDCF procedures were not adequate to ensure that subrecipient audit reports
were reviewed and that determinations were timely made regarding whether
management decisions and corrective actions were required.

OMB Circular A-133, §_ .400, Pass-through entity responsibilities -
Pass-through entities are responsible for ensuring that subrecipients expending
$500,000 or more in Federal awards during the subrecipient’s fiscal year have
met the OMB Circular A-133 audit requirements.

FDCF Operating Procedure 75-2, Contract Management System For Contractual
Services, provides the operating procedures to ensure the FDCF is in
compliance with applicable state and federal laws, rules, and regulations
governing contracts for services.

During the 2011-12 fiscal year, the FDCF provided approximately $1 billion in
Federal funds to subrecipients through 427 contracts. The FDCF had
established procedures for obtaining audit reports from subrecipients that
expended $500,000 or more in Federal funding. The procedures required the
Contract Managers to include in all contracts an attachment communicating the
Single Audit Act requirements and requiring that copies of audit reports be
directed to the Contract Manager and electronic copies and management letters,
if applicable, be provided to the FDCF Office of the Inspector General, Single
Audit Unit (SAU). The SAU was to review the audit reports and notify the
Contract Manager when the issuance of a Management Decision Letter was
necessary. To document the review process, SAU staff were to complete a Desk
Review Checklist that included the reporting requirements of OMB Circular
A-133. The completed checklist was to be scanned and stored as a working
paper in the Integrated Internal Audit Management System (IIAMS), the system
used by the FDCF to document audit report review. To facilitate the tracking of
each audit report received by the SAU, IIAMS automatically assigned a project
number to each audit report.

Our examination of documentation related to 32 subrecipients disclosed that the
SAU review of seven subrecipient audit reports, required to be filed with the
FDCF during the 2012-13 fiscal year, was not documented. Specifically, we
noted that:

» IIAMS did not evidence that two subrecipient audit reports had been provided
to the SAU and there was no evidence of SAU review as a completed Desk
Review Checklist was not available. Subsequent to our audit inquiry, FDCF
staff provided evidence that both audit reports had been obtained, and that
one was obtained timely; however, no evidence of SAU review was provided.

» For five other subrecipient audit reports with [IAMS-assigned project
numbers and received dates from October 2012 through February 2013, a
completed Desk Review Checklist was not available, as of November 2013,
to evidence the SAU review of the audit reports.
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The applicable subrecipients received funding from the following programs:

93.558 — Temporary Assistance for Needy Families (TANF)
93.667 — Social Services Block Grant
93.959 — Block Grants for Prevention and Treatment of Substance Abuse

The SAU had no written procedures addressing the receipt and review of
subrecipient audit reports. Additionally, according to SAU staff, reviews were
prioritized by visually scanning each audit report for findings and, if none were
noted, the audit report was entered into IIAMS without a desk review until staff
had available time to complete the review.

The FDCF could not ensure that subrecipient audit reports were received and
timely reviewed. In addition, absent timely audit report review, the FDCF could
not demonstrate that determinations were timely made regarding whether
management decisions and corrective actions were required.

We recommend that the FDCF develop written procedures and take other
appropriate actions to ensure that all required subrecipient audit reports are
received and properly and timely reviewed and that related management
decisions are timely issued.

The SAU had one of the two positions assigned to review audits vacant from
July 2013 until January 2014. Since the SAU regained full staffing, desk reviews
of current fiscal year audits are being completed in a timely manner, and prior
year visual reviews are being documented with a completed Desk Review
Checkilist.

The SAU is also currently reviewing all DCF contracts recorded in the CARS
database to determine providers currently receiving direct DCF Federal Program
and/or State Project funding. Providers with no report on file will be contacted to
request an audit, or a certification that no Single Audit was required.

The service delivery model utilized in several DCF Program Offices and the
automated financial systems used to track Federal Program and State Project
expenditures have changed materially in recent fiscal years. The SAU is working
to define the scope of its role in the current DCF contracting process. Written
procedures will be established to ensure our review of direct subrecipient audits.

The Office of Contracted Client Services will provide refresher training to
Contract Managers regarding their obligation under current Department written
policies to timely forward provider audit reports to the Department’s Single Audit
Unit.

June 30, 2014 (Single Audit Unit)
April 1, 2014 (Office of Contracted Client Services)

Jim Craig, Government Analyst Il
(850) 717-4175

Paul Sexton, Director of Contracted Client Services
(850) 922-5216
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2013-038

Various (Includes Recovery Act Funding) (See Condition)
Various (See Condition)

Subrecipient Monitoring

Florida Department of Children and Families (FDCF)

Various

Significant Deficiency

The FDCF did not always follow established policies and procedures for its
monitoring activities and the policies and procedures need enhancement.

OMB Circular No. A-133 §_.400(d) - Pass-through entity responsibilities. A
pass-through entity is responsible for monitoring the activities of subrecipients as
necessary to ensure that Federal awards are used for authorized purposes in
compliance with laws, regulations, and the provisions of contracts or grant
agreements and that performance goals are achieved.

Section 402.7305(4), Florida Statutes, Department of Children and Family
Services; procurement for contractual services; contract management

CF Operating Procedure No. 75-8, Policies and Procedures of Contract
Oversight, establishes uniform policies and procedures for contract oversight.

During the 2012-13 fiscal year, the FDCF had 622 active contracts totaling
$709,767,622.42. State law requires the FDCF to perform a risk assessment at
the start of each fiscal year and prepare an annual contract monitoring schedule
that considers the level of risk assigned. It is the goal of the FDCF to conduct
on-site monitoring of providers with contracts rated as high risk annually, medium
risk every two years, and low risk every 3 years. For each provider that was not
monitored on-site during the fiscal year, the FDCF was to perform a desk review.
To document the monitoring process, the FDCF established contract oversight
policies and procedures which include instructions on preparing monitoring plans,
conducting monitoring, and reporting the results. The proposed monitoring plan
is to be reviewed and approved by the Contract Oversight Unit manager prior to
on-site monitoring. The monitoring tools are to be reviewed and approved by the
team leader. Team leaders are to evaluate completed tools and determine if
appropriate supporting documentation was obtained. The final phase of on-site
monitoring is the preparation and issuance of the Contract Oversight Report
summarizing information on noncompliance.

During the 2012-13 fiscal year, the FDCF conducted 76 on-site monitoring visits
related to 114 contracts and performed desk reviews for 271 contracts. We
evaluated FDCF monitoring activities, including FDCF policies and procedures
and documentation, for 21 contracts funded by the following programs:

93.558 — Temporary Assistance for Needy Families (TANF)

93.566 — Refugee and Entrant Assistance — State-Administered Programs
93.658 — Foster Care — Title IV-E

93.659 — Adoption Assistance

93.667 — Social Services Block Grant

93.959 - Block Grants for Prevention and Treatment of Substance Abuse

For the 21 contracts, FDCF monitoring activities included on-site monitoring for
13 contracts, desk reviews for 3 contracts, and efforts to follow up on 5 contracts
with corrective actions to be taken during the 2012-13 fiscal year. We noted that:

» For the 3 contracts with desk reviews, the FDCF could not provide
documentation supporting the monitors’ conclusions. FDCF policies and
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procedures did not require that monitors maintain documentation supporting
desk review conclusions.

> For the 13 contracts monitored on-site:

e There was no evidence for 12 contracts that the completed monitoring
tools had been reviewed by appropriate personnel and the monitors’
conclusions were not supported by appropriate documentation.

e Exceptions noted on the monitoring tools for 4 contracts were not
included in the monitoring report.

FDCF policies and procedures did not sufficiently address the review and
approval process for conclusions made during on-site monitoring and desk
reviews. In addition, FDCF staff did not adequately follow policies and
procedures to ensure that conclusions reached during on-site monitoring were
adequately documented and exceptions were properly reported.

Without adequate monitoring documentation, the FDCF has limited assurance,
and cannot adequately demonstrate, that Federal awards were used only for
authorized purposes in compliance with laws, regulations, and the provisions of
contracts.

We recommend that the FDCF enhance policies and procedures to require that
conclusions made during desk reviews be supported by sufficient documentation
and to better ensure that appropriate and sufficient documentation is maintained
to support the review, conclusions, findings, and proper reporting for all on-site
monitoring conducted.

The Department has redesigned the desk review process to include specific
identification of the documents and information reviewed from the contract
manager’s file in drawing conclusions, such that an auditor could also obtain the
same document from the contract file if desired. Individuals involved in the
contract, including the contract manager, are surveyed as part of the process,
and the returned survey(s) are retained as working papers.

The Department is in the process of updating its monitoring procedures to better
address requirements for quality assurance by team leaders, to ensure tools are
reviewed and any findings are supported by appropriate documentation. The
Department is also modifying the monitoring plan to add a post-monitoring
summary where any changes after the on-site visit, such as receipt of
documentation from providers resolving findings, is better documented to explain
any exceptions on tools that were not included in the monitoring report.

Full implementation of the corrective action will be accomplished following a
statewide meeting and training in July 2014.

In process and completed by July 31, 2014

Paul Sexton, Staff Director, Office of Contracted Client Services
(850) 922-5216
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2013-039

93.558

Temporary Assistance for Needy Families (TANF)

Allowable Costs/Cost Principles, Eligibility, and Special Tests and Provisions —
Income Eligibility and Verification System

Florida Department of Children and Families (FDCF)

1202FLTANF 2012 and 1302FLTANF 2013

Noncompliance and Material Weakness

Questioned Costs — $414 (Federal Share $103.50; Federal Grant
Nos. 1202FLTANF $23.25, 1302FLTANF $80.25)

Report No. 2013-161, Finding No. FA 12-040

TANF benefits were not always paid in the correct amount. In addition, Income
Eligibility and Verification System (IEVS) data exchange responses received by
the FDCF were not always timely processed.

42 USC 1320b-7, Income and eligibility verification system

45 CFR 205.55, Requirements for requesting and furnishing eligibility and
income information

Sections 414.095 and 414.105, Florida Statutes
TANF State Plan Section 5.6 Relative Caregiver Program

Program Policy Manual Sections 1420.2100 Applying the Family Cap Policy and
2020.0401 Relative Caregiver Payment Standards, and Chapter 3020 relating to
Data Exchange Policy

During the 2012-13 fiscal year, the FDCF made TANF cash assistance payments
totaling $171,075,872. We examined FDCF eligibility and cash assistance
payment records for the 2012-13 fiscal year for 60 TANF recipients (participants)
and noted three instances where payment amounts were incorrect. Specifically:

» A child born to a TANF participant more than 10 months from the date of
application is subject to a family cap which reduces the additional amount of
assistance paid with regard to that child. Our examination disclosed that,
because the FDCF did not apply the family cap for 2 participants, the
participants were overpaid by $42 and $372, respectively.

» The FDCF paid a participant $249 per month, the appropriate payment for a
relative caregiver of a child aged 6 through 12 years. However, although the
child’s 13™ birthday was in September 2012, the FDCF did not increase the
benefit level to $298 until November 2012, resulting in an underpayment of
$98.

We also examined FDCF IEVS data exchange records for 40 participant cases.
Our examination disclosed that, for 10 cases, the FDCF did not process IEVS
data exchange responses within the established time frame. Federal regulations
require the FDCF to verify certain eligibility information through electronic data
exchange with other State and Federal agencies. The FDCF established a
10-day time frame for processing data exchange responses considered verified
upon receipt and a 45-day time frame for processing all other data exchange
responses. As of September 18, 2013, 5 cases required to be processed within
a 10 days were 19 to 220 days late and 5 cases required to be processed within
45 days were 3 to 310 days late.
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Adjustments to payment amounts for determination of family cap applicability and
changes in children’s ages in relative caregiver cases are manual processes
requiring employee action. Due to employee errors, some actions were not
appropriately completed or were not timely performed.

TANF cash assistance payments were made for incorrect amounts. Additionally,
the failure to timely review data exchange information may preclude the FDCF
from identifying changes in client eligibility status.

We recommend that the FDCF take the necessary steps to ensure that TANF
cash assistance payments are made in the correct amounts. In addition, we
recommend that the FDCF process data exchange responses and any related
eligibility status adjustments within the established time frame.

1. A mandatory statewide training for eligibility staff and supervisors will be
conducted on family cap policy.

2. Regarding the relative caregiver (RCG) case where the payment did not
increase when the child turned 13 years old, effective 12/2012, a system
enhancement was put in place to automatically increase the RCG payment when
the child turns six or 13 years old. However, the automation of the change in the
benefit amount for RCG cases created issues for the corresponding Medicaid
coverage. As a result, the Department temporarily suspended the automation
pending a fix for the Medicaid coverage issue. Measures were taken to address
the Medicaid coverage issue and the reimplementation of the RCG automation is
pending successful testing.

3. The two cases with a possible overpayment will be referred to Benefit
Recovery. The Department restored benefits on 10/30/13 for the one case with a
$98 underpayment.

4. Regarding the 10 cases with IEVS data exchanges (DE) that were not
processed timely, the Department concurs. However, the Department has
prioritized the processing of DEs via guidance from policy transmittal
[-09-05-0014, which establishes the work priorities. Five of the 10 cases cited
were priority DEs.

5. As part of its quality assurance efforts, the Department monitors TANF cases
including priority DEs to ensure they are processed timely and accurately and
requires corrective action, where necessary. Effective 11/2012, the Department
began statewide targeted TANF reviews.

June 30, 2014

Jena Grignon (850) 717-4099 Item 1
Lynn Rossow (850) 717-4100 Item 2
Cindy Mickler (850) 717-4123 Items 3-5
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2013-040

93.558, 93.714, and 93.716 (Includes Recovery Act Funding)
TANF (Temporary Assistance for Needy Families) Cluster
Reporting

Florida Department of Children and Families (FDCF)

G-1102FLTANF 2011 and 1202FLTANF 2012

Noncompliance
Report No. 2013-161, Finding No. FA 12-042

The FDCF did not file a revised TANF Emergency Fund Request Form
(Form OFA-100) to correct inaccurately reported actual expenditures for basic
assistance and non-recurrent short-term benefits.

Administration for Children and Families TANF Program Instruction Transmittal
No. TANF-ACF-PI-2011-07

Instructions for completing Form OFA-100, Emergency Fund Request Form

To obtain TANF Emergency Fund grants, states must submit a Form OFA-100,
TANF Emergency Fund Request Form, and must meet the requirements of the
grant category for which funding was requested. The grant categories included
funding for caseload increases, increased expenditures for non-recurrent
short-term benefits, and increased expenditures for subsidized employment. The
amount of the funding awarded was determined using base year data from the
2007 and 2008 Federal fiscal years reported on the Form OFA-100. For the
2009 and 2010 Federal fiscal years, the FDCF was awarded Emergency Fund
grants totaling $180,535,923. The grant amounts expended during the 2011 and
2012 Federal fiscal years totaled approximately $62.3 million, and $911,000,
respectively. No Emergency Fund grant funds were expended during the
2013 Federal fiscal year.

To apply for the TANF Emergency Fund grants, the FDCF submitted a
Form OFA-100 for each quarter in which grant funding was requested.
According to the Form instructions, expenditures reported for each quarter were
required to be updated to reflect the most current data. However, we noted that
the FDCF had not submitted a final Form OFA-100 to correct expenditures
reported incorrectly in previous years. FDCF management stated that, although
they had sought, they had not yet received guidance on filing the final Form.

FDCF management were awaiting guidance from the Federal Government
before submitting the final Form OFA-100.

The submittal of a final Form OFA-100 with accurate expenditure amounts could
result in a revised TANF Emergency Fund grant award amount.

We recommend that the FDCF submit a final Form OFA-100 with accurate
expenditure amounts.

The Department will submit the final OFA-100 in March 2014.

03/31/2014

Mark Mahoney
(850) 717-4734
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2013-041

93.558

Temporary Assistance for Needy Families (TANF)
Reporting

Florida Department of Children and Families (FDCF)

1202FLTANF 2012 and 1302FLTANF 2013

Noncompliance
Report No. 2013-161, Finding No. FA 12-041

The FDCF reported incorrect information on the ACF-199 TANF Data Reports.
42 USC 611, Data collection and reporting
45 CFR 265.3, What reports must the State file on a quarterly basis?

For the ACF-199 TANF Data Reports for the quarters ended December 31, 2012,
and March 31, 2013, we selected, for each report, a sample of 25 cases and
examined the related data reported. Our examination disclosed that, for 3 cases
included in the December 31, 2012, report and for 1 case included in the
March 31, 2013, report, the number of months was not calculated and reported
correctly on line 44 — Number of Months Countable toward Federal Time Limit.
For 1 case, 1 month that should have been counted was not included in the total
number of months reported. For another case, 5 months that should have been
counted were not included in the total number of months reported. For the other
2 cases, an additional month was reported.

When programming the Florida Online Recipient Integrated Data Access system
for the 2013 Federal fiscal year, the new month count code was not included. In
response to our audit inquiry, FDCF staff indicated that the December 2012 and
March 2013 data reports were corrected and resubmitted.

The ACF-199 TANF Data Reports for the quarters ended December 31, 2012,
and March 31, 2013, were submitted with incorrect data shown for the number of
months countable toward the Federal time limit.

We recommend that the FDCF ensure that system programming accurately
summarizes the required report data.

The December 2012 and March 2013 reports were corrected and resubmitted to
the ACF on 12/11/2013. ACF is currently unable to send automatic confirmation
emails and only notifies the States when there is a failure to upload. As of
February 20, 2014, the Department has not received any emails requesting
resubmission of these 2 reports for failure to upload.

Measures were taken to incorporate the correct code into ongoing programming
on 12/10/2013 to ensure accurate report data.

December 11, 2013

Pat W. Brown
(850) 717-4087
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2013-042

93.558

Temporary Assistance for Needy Families (TANF)

Special Tests and Provisions — Child Support Non-Cooperation

Florida Department of Children and Families (FDCF)
Florida Department of Revenue (FDOR)

1302FLTANF 2013

Opinion Qualification, Material Noncompliance, Material Weakness
Questioned Costs — $2,379 (Federal Share $594.75)
Report No. 2013-161, Finding No. FA 12-043

The FDCF failed to impose FDOR Child Support Enforcement (CSE) sanctions
on uncooperative TANF recipients.

42 USC 608(a)(2), Reduction or elimination of assistance for non-cooperation in
establishing paternity or obtaining child support

45 CFR 264.30, What procedures exist to ensure cooperation with the child
support enforcement requirements?

45 CFR 264.31, What happens if a State does not comply with the IV-D sanction
requirement?

Section 414.095(6), Florida Statutes, Child Support Enforcement — As a
condition of eligibility for public assistance, the family must cooperate with the
state agency responsible for administering the child support enforcement
program.

Under State and Federal law, the State CSE Program must take action to locate
noncustodial parents, establish paternity, and secure child support, medical
support, and other benefits for children receiving public assistance. Applicants
for and recipients of TANF (participants) must cooperate with the State CSE
Program as a condition of eligibility, unless it is determined that good cause for
noncooperation exists. Noncooperation without cause is to result in sanctions
involving the loss of TANF eligibility.

During the 2012-13 fiscal year, the FDCF made TANF cash assistance payments
totaling $171,075,872.70. Also, during the 2012-13 fiscal year, FDOR records
indicate that sanction requests for 8,611 participants were transmitted to the
FDCF. Our examination of FDCF case records for 35 participants who, pursuant
to FDOR records, were uncooperative without good cause, disclosed:

» Three cases in which FDOR records indicated that a sanction request had
been sent to and received by the FDCF but returned to the FDOR with error
messages. According to the FDOR staff, the errors were corrected;
however, the FDCF could not provide documentation that the corrected
sanction requests had been received and reviewed.

» Six cases in which FDOR records indicated that a sanction request had been
sent to the FDCF; however, the FDCF could not provide documentation
showing that the request had been received and reviewed. As a result, for
four cases, TANF participants received possible overpayments totaling
$2,379.

FDCF management indicated that, due to a system problem that occurred prior
to May 22, 2013, FDOR sanction requests were not always transmitted to the
FDCF.
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Participants continued to receive TANF cash assistance although they were no
longer eligible.

We recommend that the FDCF and the FDOR collaborate to ensure that all
sanction requests are properly transmitted and received.

Florida Department of Children and Families

Florida Department of Children and Families (FDCF) Information Technology will
make modifications to the current interface to notify Florida Department of
Revenue (FDOR) when sanction alerts have been posted and to which case the
alert posted. This will allow FDOR to research any sanction request sent to
FDCF to which FDOR did not receive notification of posting and in turn contact
FDCF for further assistance.

Also, FDCF will work with FDOR to determine if there are other system
modifications that can be implemented to ensure that FDCF is receiving and
posting all sanction requests in a timely manner.

December 31, 2014

LaQuetta Anderson
(850) 320-9190

Florida Department of Revenue

In May 2013, the FDOR implemented automated system changes to improve the
process to report noncooperation. The FDOR is continuing to clean up records
created prior to May 2013. We anticipate completing data cleanup by April 2014.

April 2014

Patterson Poulson, Establishment Process Manager
(850) 617-8216
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2013-043

93.558

Temporary Assistance for Needy Families (TANF)
Special Tests and Provisions — Penalty for Refusal to Work
Florida Department of Children and Families (FDCF)

1302FLTANF 2013

Questioned Costs — $100 (Federal Share $25)
Report No. 2013-161, Finding No. FA 12-044

The FDCF did not always properly impose sanctions on TANF recipients who did
not comply with work activity requirements.

45 CFR 261, Ensuring that Recipients Work
42 USC 607(e), Mandatory work requirements, Penalties against individuals
Section 414.065, Florida Statutes, Noncompliance with work requirements

Under State and Federal law, applicants for and recipients of TANF (participants)
are required to engage in work activities and the FDCF is to discontinue cash
assistance to those who fail to comply with required work activities and who do
not meet a good cause reason. The Florida Department of Economic
Opportunity (FDEO) is responsible for developing work activities and notifying the
FDCF when patrticipants do not comply with the required work activities. During
the 2012-13 fiscal year, the FDEO provided 26,623 sanction requests to the
FDCF for participants determined to be noncompliant with work activity
requirements.

Our examination of FDCF case records for 60 TANF participants disclosed three
cases where the FDCF did not properly impose sanctions on participants who did
not comply with work activity requirements. For two of the three cases, the
FDCF did not timely terminate sanctions resulting in underpayments totaling
$110; however, in the other case, the FDCF failed to impose the minimum
10-day penalty, resulting in an overpayment of $100.

FDCF case workers improperly recorded the sanction period in FDCF records.

When sanction periods are not accurately recorded, participants may receive
incorrect amounts of TANF cash assistance.

We recommend that the FDCF ensure that case workers accurately record
sanction information in FDCF records.

Regarding the three cases cited in error, upon receiving a sanction lift
(termination) request, the Department did not properly lift the sanctions in
accordance with policy to ensure the correct penalty periods were served.

On July 1, 2013, the Department issued Policy Transmittal 1-13-07-0010 to
remind staff of the correct process to use to timely and properly impose and lift
work sanctions.

As part of its quality assurance efforts, the Department monitors work sanctions
to ensure they are processed timely and accurately and requires corrective
action, where necessary. Effective February 5, 2014, the Department added a
work sanctions targeted review to the statewide electronic case review system
(QMS) for staff to review cases and make corrections where applicable.

The one case with a possible overpayment will be referred to Benefit Recovery.
A request for the two cases with underpayment will be sent to the local areas to
review for possible restoration of benefits.

85



MARCH 2014

REPORT NoO. 2014-173

Estimated Corrective
Action Date

Agency Contact and
Telephone Number

April 30, 2014

Cindy Mickler
(850) 717-4123
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2013-044

93.566

Refugee and Entrant Assistance — State-Administered Programs (REAP)
Activities Allowed or Unallowed and Allowable Costs/Cost Principles

Florida Department of Health (FDOH)

12AAFL4100 2012

Noncompliance
Questioned Costs — $46,774.40
Report No. 2013-161, Finding No. FA 12-046

The FDOH did not always correctly allocate salary and benefit expenditures
charged to REAP.

OMB Circular A-87, Appendix A, Section C, Basic Guidelines, and Appendix B,
Section 8.h., Support of Salaries and Wages

FDOH Financial Memorandum FM 12-02, Federal Timekeeping Requirements

The FDOH Refugee Health Program within the Bureau of Tuberculosis and
Refugee Health at the FDOH performed medical screenings and immunizations
for refugees. During the 2012-13 fiscal year, expenditures for the administration
of refugee medical screenings and immunizations totaled $15,195,323.62 and
included salary and benefits costs totaling $4,800,365.90.

FDOH employees use the Electronic Activity Record System (EARS), an
automated online time activity recording system designed to capture the time and
efforts of direct clinical staff or client care services staff at the local county health
departments (CHD). CHD direct services staff are to report in EARS, 100 percent
of their activities to meet Federal requirements for periodic certifications.

We conducted interviews with five employees (or their immediate supervisors)
whose salary and benefits costs were changed to REAP to determine the nature
of the duties they performed, the programs that the work activities related to, and
the approximate amount of time the employees worked on REAP. In two
instances, we noted inconsistencies in the salary and benefit costs charged to
REAP in the State’s accounting system (FLAIR):

» For one employee, salary and benefits costs totaling $46,774.40 were
charged to REAP in FLAIR although the applicable EARS reports indicated
the employee had not worked on REAP. Documentation supporting the
payment indicated that the payment was for back pay stemming from an
arbitration decision regarding wrongful termination. Subsequent to our audit
inquiry, FDOH management stated they would credit the grant as
appropriate.

» For another employee, salary and benefits costs totaling $13,800 were
charged to REAP in FLAIR when EARS reports failed to indicate the
employee worked on REAP. During a telephone interview conducted with
the employee’s immediate supervisor, the supervisor indicated the employee
had not performed work related to REAP. Subsequent to our audit inquiry,
FDOH management indicated the salary and benefits cost should have been
recorded for another employee who did work on REAP.

In the case of the terminated employee, FDOH management made the decision
to charge the arbitrated back pay to REAP because the employee’s position was
100 percent dedicated to REAP.

For the salary and benefits costs recorded for the wrong employee, FDOH
management stated there was a communication problem between staff
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responsible for coding and salary allocation. Prior to July 1, 2013, salary
allocation was done through a manual process based on the time spent working
on the Refugee Health Program and coded to the program. During this time, the
Refugee Health Program was a subcomponent of the TB Program in EARS
which created confusion among local staff responsible for coding as well as
those staff in the fiscal offices responsible for salary allocation. After July 1, 2013,
the salary allocation became an automated electronic process based on EARS
coding, and when staff are moved to a new program, the allocation should
automatically change based on the EARS coding.

The FDOH allocated salary and benefits costs to REAP that were not
substantiated by appropriate records.

We recommend that the FDOH ensure that the salary and benefits costs charged
to REAP are appropriate and properly supported.

During the audit period, the Refugee Health Program continued to utilize a
program subcomponent in EARS, 04R, which was a subcomponent of the
Tuberculosis Program’s component, 04. The subcomponent was not recognized
in FDOH’s CONMAN system that automatically allocates salary costs based on
EARS time coding. As a result, county health department staff were required to
manually allocate salary costs to REAP which led to inconsistency and error in
the salary allocation process.

1) The Refugee Health Program will be provided a unique program component in
EARS. This program component will be recognized in the FDOH Time Coding
Manual. The unique program component in EARS will also facilitate the proper
allocation of salary costs for staff working in the Refugee Health Program through
CONMAN.

2) EARS coding requirements and allowable expenditure criteria (including staff
salary) will be placed in the revised Refugee Health Program Guidelines and
Program Attachment I. The Refugee Health Program Administrator will send
trimester reminders to all Refugee Health Program managers and administrators
at county health departments to ensure staff are properly coding their time in
EARS and all expenditures charged to the REAP are related to the provision of
Refugee Health services.

3) County program expenditures will be reviewed on a trimester basis to evaluate
allowable and appropriate expenditures. Staff salary charges will be
cross-referenced with EARS coding to ensure proper allocations have been
made.

4) Correction of salary allocation errors in Sarasota & Miami-Dade counties.

1) This was completed and implemented in all local health departments by
July 1, 2013.

2) This has been completed. The new program guidelines and Attachment | were
sent to all Refugee Health Program contacts and local health department
Administrators and Directors on September 23, 2013. Additional budget and
expenditure requirements were sent to Refugee Health Program contacts and
local health department Administrators and Directors on October 29, 2013.

3) The process for this action has been implemented and will be ongoing.
County program budgets were submitted by November 22, 2013 and the first
round of trimester expenditure reporting is due February 10, 2014.

4) This has been completed. Salary allocation corrections were made for the
Miami-Dade and Sarasota County employees by November 30, 2013. This
information and back-up documentation was provided to Auditor General staff
during the course of the audit.

Kelly Browne
(850) 245-4444 x 2306
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93.566

Refugee and Entrant Assistance — State-Administered Programs (REAP)
Activities Allowed or Unallowed and Allowable Costs/Cost Principles

Florida Agency for Health Care Administration (FAHCA)

1301FLRSOC 2013

Questioned Costs — $2,636.62
Report No. 2013-161, Finding No. FA 12-045

Refugee Medical Assistance (RMA) claim payments made to providers were not
always paid in accordance with established Medicaid policy.

45 CFR 400 Subpart G, Refugee Medical Assistance

Section 409.908(12)(a) and (b), Florida Statutes, Reimbursement of Medicaid
Providers

Florida Medicaid Provider General Handbook, July 2012

The Florida Medicaid Management Information System (FMMIS) is used to
process RMA claims submitted by providers. During the 2012-13 fiscal year, the
FAHCA paid approximately $31.5 million to providers for RMA services provided
to REAP recipients.

We examined a sample of 60 medical service payments (40 fee-for-service
claims and 20 capitation) totaling $12,753.79 and paid during the 2012-13 fiscal
year, to determine whether the payments were for allowable activities, paid in the
correct amounts, and processed in accordance with established Medicaid
policies and procedures. Our tests disclosed that:

» One RMA fee-for-service claim with a March 27, 2013, date of service and
totaling $27.66 was incorrectly paid to a provider under a terminated provider
number. The provider for this claim had been retroactively terminated
effective March 14, 2013, but payments made to the provider subsequent to
that date were not recovered by the FAHCA. Our query of the FMMIS data
disclosed that, during the 2012-13 fiscal year, payments totaling $254,390.72
were incorrectly made to this provider under two terminated provider
numbers. Of this amount, $2,634.62 was related to RMA claims.

» For another RMA fee-for-service claim, the Physician services copayment
was not deducted, resulting in questioned costs of $2. Medicaid policy
requires a $2 copayment by the recipient for Physician services for each
provider or group provider per day.

Controls were not effective to ensure copayments were always deducted and
that claim payments incorrectly made to terminated providers were recovered.

Absent appropriate controls, claims may be processed and paid incorrectly and
the errors may escape timely detection by FAHCA personnel.

We recommend that the FAHCA ensure that appropriate controls are in place
and operating effectively to ensure that RMA claims are accurately and properly
processed and paid.

In response to the 1* bullet - In coordination with multiple Bureaus and the
General Counsel's Office, the Agency is in the process of reviewing procedures
pertaining to the identification and recovery of amounts due to the Agency from
retro-terminated providers. Upon completion of this review, procedures will be
implemented to notify these providers of amounts due to the Agency for claims
paid for services subsequent to the date for which the provider lost Medicaid
eligibility.
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In response to the 2" bullet - The physician service copayments not always
applying correctly is a known FL MMIS system issue that has been previously
documented. The Agency created a Change Order (CO) #36821 (Claim
copayment not being deducted) to address this issue. This system modification is
underway and will be completed by July 2014.

1% bullet - June 2014
2" pullet - July 2014

Shawn McCauley - MCM
(850) 412-3428

Brian Meyer - MCM
(850) 412-3428
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2013-046

93.568

Low-Income Home Energy Assistance Program (LIHEAP)
Reporting

Florida Department of Economic Opportunity (FDEO)

1201FFLIEA 2012

Noncompliance and Significant Deficiency

The FDEO did not report applicable LIHEAP subaward data in the Federal
Funding Accountability and Transparency Act (FFATA) Subaward Reporting
System (FSRS) pursuant to Federal regulations.

2 CFR 170 Reporting Subaward and Executive Compensation Information

FFATA regulations required the FDEO, as a recipient, to report in the FSRS key
data elements regarding its subawards. The FSRS is a reporting tool used to
capture and report subaward and executive compensation data and make them
available to the public via a single, searchable Web site. FFATA reporting is
required for grants or cooperative agreements exceeding $25,000, effective on or
after October 1, 2010, and made with a new Federal Assistance Identification
Number on or after that date. Pursuant to Federal regulations, the FDEO should
have reported, by the end of the month following the month in which the
obligation was made, the key data elements for such grants. During the period
July 1, 2012, through June 30, 2013, the FDEO reported 106 LIHEAP subawards
totaling $75,676,393, incorrectly including transfers to the Florida Department of
Elder Affairs (FDOEA) totaling $4,861,212. Additionally, the FDEO did not report
the 11 subawards made by the FDOEA.

The FDEO did not have a process in place to ensure compliance with all FFATA
reporting requirements.

Applicable LIHEAP subaward data was not reported as required by FFATA.

We recommend that the FDEO ensure that all key data elements are timely
reported in the FSRS.

The Bureau of Community Assistance has implemented procedures to ensure
compliance with the Federal Funding Accountability and Transparency Act
(FFATA) for the Low-Income Home Energy Assistance Program (LIHEAP)
federal grant award.

March 30, 2014

Paula Lemmo, Bureau Chief
(850) 717-8470
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2013-047

93.568

Low-Income Home Energy Assistance Program (LIHEAP)
Subrecipient Monitoring

Florida Department of Economic Opportunity (FDEO)

1201FLLIEA 2012

Significant Deficiency

LIHEAP program staff did not timely submit monitoring reports to subrecipients.

OMB Circular A-133, §  .400(d)(3), Pass through entity responsibilities —
Monitor the activities of subrecipients as necessary to ensure that Federal
awards are used for authorized purposes in compliance with laws, regulations,
and the provisions of contracts or grant agreements and that performance goals
are achieved.

The FDEO is responsible for distributing LIHEAP funds to eligible subrecipients
and performing activities necessary to achieve assurance that funds are properly
expended in accordance with contract and grant agreement provisions. To
document the process, the FDEO established monitoring procedures for the
LIHEAP program requiring that the contract manager provide a monitoring report
to the subrecipient no later than 35 days after the monitoring was conducted.
During the grant award period from March 1, 2012, through March 31, 2013, the
FDEO distributed LIHEAP funding totaling $73,165,817, to 30 subrecipients. We
reviewed documentation related to eight subrecipient monitoring visits and noted
that the FDEO did not always timely provide subrecipients with the final report on
monitoring activities performed.  Specifically, the FDEO issued the final
monitoring report for four monitoring visits 40 to 125 days after the visit was
conducted.

According to Program Management, turnover in a key management position and
unusual workload contributed to the untimely submitted reports.

Absent timely reporting of monitoring activity results, the FDEO has limited
assurance that any needed corrective actions will be timely taken and that
LIHEAP finds are used in accordance with program rules, regulations, and
provisions of contract and grant agreements.

We recommend that the FDEO follow established procedures and ensure that
monitoring reports are timely submitted to subrecipients.

The Bureau of Community Assistance has amended its internal procedures
relating to monitoring reports, effective immediately. Information has been added
to the monitoring report section of the program monitoring manual, Part 1,
Agency Information, to assist contract managers in tracking the due dates for the
submission of the initial reports. The due date was amended to 45 days from the
first work day after the end of the monitoring visit, which will allow for staff
shortages, holidays, unexpected leave, staff working out of office, etc. In
addition, upon return from monitoring, the Planning Manager will create a task in
Outlook to remind the contract manager of the due date of a draft report in order
to avoid a delay in sending out the initial report. Finally, a due date tracking
feature has been added to the main Excel tracking spreadsheet used by the
Planning Manager to track monitoring.

Implemented as of February 1, 2014, amendment date of internal procedures.

Paula Lemmo, Bureau Chief
(850) 717-8470
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2013-048

93.767

Children’s Health Insurance Program (CHIP)

Activities Allowed or Unallowed and Allowable Costs/Cost Principles
Florida Department of Children and Families (FDCF)

05-1205FL5021 2012 and 05-1305FL5021 2013

Noncompliance and Significant Deficiency
Questioned Costs — $211,802.54 (Federal Share $149,152.01; Federal Grant
Nos. 12-05FL5021 $24,577.55, 05-1305FL5021 $124,574.46)

The FDCF did not ensure that capitation payments made to managing entities
(MEs) for the Behavioral Health Network (BNET) program were accurate.

OMB Circular A-87, Attachment A, Section C, Basic Guidelines
42 USC 1397ee(a)(1) — CHIP funds may be used for child health assistance.

The FDCF contracted with 7 MEs to provide administration, management,
support, and oversight of the BNET program. The MEs subcontracted with
community-based organizations to provide behavioral health services to eligible
children. Each month, the MEs submitted a capitation payment request to the
FDCF for BNET program services provided to eligible enrolled children. The
BNET capitation rate in effect during the 2012-13 fiscal year was $1,000 per
eligible enrolled child per month. During the 2012-13 fiscal year, the FDCF made
BNET capitation payments totaling approximately $11.8 million to the MEs. Our
review of ten BNET capitation payments totaling $391,603.54 disclosed that:

» For two capitation payments made to one ME, the payments exceeded the
$1,000 BNET capitation rate based on the number of eligible enrolled
children for the applicable month. The amount overpaid totaled $36.97.
Additionally, our analysis of BNET capitation payments made to the ME
during the 2012-13 fiscal year disclosed that the payments exceeded the
maximum allowable BNET capitation rate by $64,349.10.

» For one capitation payment made to another ME, the payment exceeded by
$2,481.59 the $1,000 BNET capitation rate based on the number of eligible
enrolled children for the applicable month. Additionally, our analysis of
BNET capitation payments made to the ME during the 2012-13 fiscal year
disclosed that the payments exceeded the maximum allowable BNET
capitation rate by $147,453.44.

FDCF contract managers did not recalculate, based on BNET enrollment totals
on a monthly basis, the amounts requested by the MEs for reimbursement.
Additionally, annual reconciliations were not always properly performed to ensure
that the amounts reimbursed for BNET capitation payments correlated to the
number of eligible enrolled children.

BNET capitation payments were made in excess of allowable amounts.

We recommend that the FDCF ensure that BNET capitation payments do not
exceed established capitation rates and that reconciliations of the payments are
periodically performed.

FDCF accepts the findings that inaccurately calculated payments may have been
made; that monthly provider invoices should be verified to agree with provider
enroliment; and that periodic payment reconciliations should occur in the
interests of accuracy.

The audit concluded with the recommendations that FDCF should ensure that
BNET capitation payments do not exceed established capitation rates and that
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reconciliations of the payments are periodically performed. Upon learning of
these errors and the overpayment issue, FDCF has implemented processes that
will substantially fulfill these recommendations.

Recognizing that a misunderstanding occurred as to how ME operational cost
was allowable to BNET, the SAMH office issued written clarification to both
regional contract managers and to the MEs. The clarification included the finding
here, and noted that the BNET capitation payment shall include, not exclude, the
ME operational cost. This will prohibit an ME from offsetting the reduction in
service dollars that occur as a result of the ME operational cost by contracting
with a BNET provider for capitation plus the operational cost percentage.

February 6, 2014.

Hayden J. Mathieson, Director, Substance Abuse and Mental Health
(850) 921-8461
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2013-049

93.767

Children’s Health Insurance Program (CHIP)
Allowable Costs/Cost Principles and Cash Management
Florida Department of Health (FDOH)

05-1205FL5021 2012 and 05-1305FL5021 2013

Noncompliance and Significant Deficiency
Report No. 2013-161, Finding No. FA 12-055

FDOH procedures were not sufficient to prevent the accumulation of a significant
cash balance in the CHIP capitation account.

OMB Circular A-133 Compliance Supplement provides that transfers of Federal
awards to another component of the same auditee do not constitute a
subrecipient or vendor relationship.

31 CFR 205.11, What requirements apply to funding techniques? — A State and
Federal Program Agency must limit the amount of funds transferred to the
minimum required to meet a State’s actual and immediate cash needs.

45 CFR 92.21, Payment — Methods and procedures for payment shall minimize
the time elapsing between the transfer of funds and disbursement by the grantee
or subgrantee.

The FDOH received CHIP funds through a capitation agreement with the Florida
Agency for Health Care Administration (FAHCA), whereby the FDOH submitted a
capitation payment request each month to FAHCA for Children’s Medical
Services (CMS) provided to eligible enrolled children. The estimated CMS
capitation rate in effect during the 2012-13 fiscal year was $455.50 per eligible
enrolled child per month.

The FDOH accounted for the receipt and expenditure of CMS funds in the FDOH
CHIP capitation account, which was maintained in the FDOH Donations Trust
Fund. The cash analysis prepared by the FDOH for the Donations Trust Fund
listed 27 accounts, including the CHIP capitation account. Our review of FDOH
CHIP activity disclosed that, as of June 30, 2013, the CHIP capitation account
had a cash balance of approximately $21.8 million.

The capitation rates were set at an amount higher than that required to
administer the Children’s Medical Services component of CHIP.

A residual balance in excess of Program needs has been accumulated. The
FDOH may have, in effect, charged unallowable costs to CHIP.

We continue to recommend that the FDOH monitor capitation rates to determine
whether reductions are needed to prevent the accumulation of excess CHIP
funds.

The FDOH routinely monitors the capitation rate and collections from FAHCA to
better match revenues with expenditures while maintaining a 10% operating cash
balance allowed by statute, 391.026(16)(a)(b) FS. The FDOH receives a monthly
lump sum of funding from FAHCA, while it pays claims continuously during the
month. Thus, the account balance will dramatically increase after the FAHCA
payment is received and then decrease throughout the month as the FDOH pays
claims. Currently, the audit practice determines whether the FDOH account
balance is too high, based on the balance at a specific date in time. This practice
inflates the actual reserve as it does not take into consideration expenses that
have been or will be incurred but not yet paid, but that will be assessed against
the monthly payment from FAHCA. Assessment of the low monthly cash balance
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would be a better estimate of the reserves held by this program and the way to
determine whether the reserves are excessive. As necessary, FDOH will
continue to adjust claims to FAHCA or reduce the Capitation Rate request at the
Social Services Estimating Conference to maintain an average cash balance that
complies with statutory limits.

FDOH will continue to:
1. Reconcile cash monthly;

2. Request capitation rate adjustments at the Social Services Estimating
Conference as reflected in the expenditure analysis; and/or

3. Adjust claims made to FAHCA to maintain an appropriate cash balance.

4. Schedule a meeting with the auditors to discuss the appropriate cash balance
necessary to cover 10% reserve and one month’s claims.

Ongoing

Melissa Vergeson
(850) 245-4677
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2013-050

93.720, 93.775, 93.777, and 93.778 (Includes Recovery Act Funding)
Medicaid Cluster

Activities Allowed or Unallowed

Florida Agency for Health Care Administration (FAHCA)

05-1205FL5MAP 2012 and 05-1305FL5MAP 2013

Questioned Costs — $2,256,842.84 (Federal Share - $1,310,755.42; Federal
Grant Nos. 05-1205FL5MAP $519.35, 05-1305FL5MAP $1,310,236.07)
Report No. 2013-161, Finding No. FA 12-057

Medical service claim payments made to providers of Medicaid services were not
always paid in accordance with established Medicaid policy and fee schedules.
Specifically, some payments were for improper amounts or for unallowable
services.

42 CFR 430, Grants to States for Medical Assistance Programs

42 CFR 433 Subpart C, Mechanized Claims Processing and Information
Retrieval Systems

42 CFR 447 Subpart B, Payment Methods: General Provisions

Section 409.908(13)(b), Florida Statutes — Medicaid will pay no portion of the
Medicare deductibles and coinsurance when payment that Medicare has made
for the service equals or exceeds what Medicaid would have paid if it had been
the sole payor. The combined payment of Medicare and Medicaid shall not
exceed the amount Medicaid would have paid had it been the sole payor. There
are exceptions related to end stage renal dialysis center services, emergency
transportation services, and portable X-ray services.

Medicaid Provider Coverage and Limitations Handbooks, Provider General
Handbook, Medicaid Reform/Non-Reform Capitation Rate Tables, and Medicaid
Fee Schedules.

The FAHCA contracted with a fiscal agent to administer the Florida Medicaid
Information System (FMMIS) to process Medicaid claims submitted by providers.
Claims totaling approximately $19.6 billion were processed for Medicaid services
during the 2012-13 fiscal year.

We examined a sample of 200 claim payments (170 fee-for-service claims and
30 capitation [Managed Care] claims) made during the 2012-13 fiscal year. We
found that 5 of the 200 claims (3 percent) were not paid in the correct amounts or
were not reimbursed in accordance with Medicaid policy. Specifically:

» Individuals receiving Medicare benefits may also be entitled to receive
certain levels of Medicaid benefits. Once the Medicare Program has paid the
covered portion of the claim, the claim can be submitted to the Medicaid
Program for payment of any amounts due for Medicare coinsurance and
deductible amounts. Such claims are referred to as crossover claims.
Florida Statutes provide that the combined payments from Medicare and
Medicaid shall not exceed what Medicaid would have paid if Medicaid were
the sole payor. Additionally, for Federally Qualified Health Centers (FQHC),
the Provider General Handbook limits Medicaid’s payment of Medicare
crossover claims to 100 percent of the Medicare deductible and coinsurance.
For 3 claims, the FAHCA made payments in excess of the allowed amounts
for Medicare crossover claims. We noted that:

e For 2 claims, Medicare paid an amount that exceeded what Medicaid
would have paid if Medicaid were the sole payor. Therefore, no
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Medicaid payments should have been made for these claims; however,
the FAHCA paid $119 for one claim and $18.66 for the other.

e For 1 FQHC claim, the FAHCA made a Medicaid payment in an amount
that exceeded the Medicare deductible or coinsurance amount, resulting
in a $5.68 overpayment.

» For 1 Pharmacy claim, a price change was not timely updated in the
Pharmacy system, resulting in an underpayment of $21.11 to the provider.

» For 1 claim, a copayment was not deducted for each Chiropractor service
listed on the claim resulting in questioned costs of $1. Medicaid policy
requires a $1 copayment by the recipient for Chiropractor services for each
provider or group provider each day.

We also performed queries of FMMIS data for claims paid during the 2012-13
fiscal year for certain types of Home Health services, Dental services, and
Inpatient Hospital services in excess of 45 days. Total payments for the claims
queried totaled $11,385,371.03 during the 2012-13 fiscal year. The Medicaid
Provider Coverage and Limitations Handbook for Hospital Services indicated that
for covered inpatient days, Medicaid reimbursement was allowed for a maximum
of 45 days per fiscal year for recipients 21 years of age and older. However, the
Federal Balanced Budget Act of 1997 (BBA) provided exceptions to this
requirement if certain criteria were met. Our queries disclosed 98 claims totaling
$2,004,942.40 that were paid for recipients 21 years of age and older who did not
meet the criteria for the 45-day-limit exceptions provided by the BBA.

Our additional analyses disclosed that the FAHCA made payments during the
2012-13 fiscal year to one provider who had been retroactively terminated from
the Medicaid Program effective March 14, 2013. Our query of the FMMIS data
disclosed payments totaling $254,390.72 were incorrectly made to this provider
subsequent to March 14, 2013. Of this amount, $251,756.10 was related to
Medicaid claims payments and, as of November 15, 2013, none of the payments
had been recouped from the provider.

For the Medicare crossover claims, the FAHCA had FMMIS corrections in
production with implementation expected by the end of 2013.

For the Pharmacy claim, new drug pricing information was not timely input into
the Pharmacy system.

For the claim in which the copayment was not deducted for each Chiropractic
service listed on the claim, FAHCA management stated that this is a known
FMMIS issue, and the FAHCA is working with the fiscal agent to correct the
programming.

For payments of Hospital services claims exceeding the 45-day limit, FAHCA
management stated that, for some claims, providers obtained authorization for
BBA emergency services from FAHCA'’s Quality Improvement Organization. The
providers then billed the claims using a non-emergency admission type;
however, as a result of the authorization, the denial edit in FMMIS for the 45-day
cap limit may have been bypassed.

Absent appropriate controls, unallowable claims may be processed and paid, or
payments may be made in improper amounts, and not be timely detected by
FAHCA personnel.

We recommend that the FAHCA ensure that appropriate electronic and manual
controls are in place and operating effectively to ensure that Medicaid claims are
accurately and properly processed.
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The FL MMIS modifications to update the identified Medicaid/Medicare crossover
issue have been partially completed. The required additional developmental
resources were unavailable due to other Federal mandates and were not
available to complete this task by the original target of December 2013. Work has
restarted on this task and completion is planned to be finished by April 2014.

Regarding the pharmacy claim in question, pricing updates are occasionally
received from manufacturers and are downloaded in the Agency’s pharmacy
system by First Data Bank with retroactive dates. Any claim paid during the
interim would be reimbursed at the price in the system on the adjudication date.
This was the condition for the claim noted. The claim was adjudicated
December 20, 2012; a price increase was received January 5, 2013 retroactive
to December 28, 2012. The provider has been advised that they may void and
rebill the claim to receive the updated reimbursement.

The issue identified with copayments not correctly applying for each service
provided is a previously documented system issue and is currently being
researched. FL MMIS was updated previously with partial fixes that have been
implemented. The Agency created CO #36821 (Claim copayment not being
deducted) to further review and address this issue.

The Hospital Services 45 day limit issue was documented by CSR #2052-
Balanced Budget Act of 1997 (BBA) Claims. There were 15 COs originally
opened for this CSR and 14 are complete with only one outstanding. Additional
research using the examples from this finding are being performed on this issue
and once the research is completed, a projected completion date will be
determined.

In coordination with multiple Bureaus and the General Counsel’'s Office, the
Agency is in the process of reviewing procedures pertaining to the identification
and recovery of amounts due to the Agency from retro-terminated providers.
Upon completion of this review, procedures will be implemented to notify these
providers of amounts due to the Agency for claims paid for services subsequent
to the date for which the provider lost Medicaid eligibility.

Medicaid/Medicare crossover claims - April 2014
Copayment issue - July 2014

Hospital 45 day issue - August 2014
Retro-terminated providers - July 2014

Ronique Scorsone - Medicaid Services
(850) 412-4281

Cheryl Travis - MCM
(850) 412-3416
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2013-051

93.720, 93.775, 93.777, and 93.778 (Includes Recovery Act Funding)
Medicaid Cluster

Allowable Costs/Cost Principles

Florida Agency for Health Care Administration (FAHCA)

05-1205FL5MAP 2012

Noncompliance and Significant Deficiency
Report No. 2013-161, Finding No. FA 12-062

The FAHCA continued to record medical assistance related payments to
incorrect appropriation categories in the State’s accounting records.

OMB Circular A-87, Attachment A, Section C — To be allowable under Federal
awards, costs must be authorized or not prohibited under State or local laws or
regulations.

Section 216.292, Florida Statutes — Appropriations nontransferable: exceptions.
Funds provided in the General Appropriations Act or as otherwise expressly
provided by law shall be expended only for the purpose for which appropriated,
except that such moneys may be transferred as provided in this section when it is
determined to be in the best interest of the State.

Using amounts reflected in the Florida Medicaid Management Information
System (FMMIS) weekly appropriation report, it was the FAHCA's procedure to
record medical assistance related payments in the State’s accounting records for
medical services appropriation categories (service types). The FAHCA
established Other Cost Accumulator codes (OCAs) to ensure payments were
recorded to the correct Federal program in the State’s accounting records.
During the 2012-13 fiscal year, the FAHCA recorded approximately $19.4 billion
to medical services appropriation categories in the State’s accounting records.

The FAHCA made Low Income Pool (LIP) and Disproportionate Share (DSH)
payments during the 2012-13 fiscal year totaling approximately $1.35 billion
($1.032 billion LIP; $319 million DSH). We reviewed 25LIP and 15 DSH
payments made to providers during the 2012-13 fiscal year. Our review
disclosed that for 1 LIP payment totaling $711,134.21 and 5 DSH payments
totaling $6,173,103.00, the FAHCA incorrectly recorded the payments in the
State’s accounting records as Inpatient Hospital payments.

Further analysis disclosed instances where the FAHCA made initial entries to
medical services appropriation categories in the State’s accounting records
which did not always agree with the FMMIS weekly appropriation reports. As a
result, while the total amount recorded was accurate, there were inaccuracies
across medical services appropriation categories. For example, medical
assistance payments made on September 19, 2012, totaling $226,149,334.86,
were recorded to only three medical services appropriation categories, instead of
to the 44 appropriation categories to which the payments likely applied. For
those payments, $186,977,059.77 was recorded in the State’'s accounting
records as Inpatient Hospital payments, although the FMMIS weekly
appropriation report reflected only $53,532,488.98 in Inpatient Hospital
payments. Subsequently, the FAHCA made journal transfers in the State’s
accounting records to allocate the payments to the correct appropriation
categories. However, the journal transfers did not correct all the inaccuracies.
For example, after the FAHCA made the journal transfers, Inpatient Hospital
payments in the State’s accounting records totaled $85,287,360.84 rather than
$53,532,488.98.
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FAHCA staff indicated that the medical assistance related payments reflected in
the FMMIS weekly appropriation reports were to be recorded in the State’s
accounting records to only a few appropriation categories and then journal
transfers were to be made to move the expenditures to the correct categories.
However, the FAHCA failed to perform the necessary journal transfers.

Failure to correctly record medical assistance related payments in the State’s
accounting records limits the Federal and State governments’ ability to properly
administer the programs and the associated funding.

We recommend that the FAHCA strengthen procedures for the accurate
recording of medical assistance related payments in the State’'s accounting
records. We also recommend that the FAHCA consider revising the
methodology used for recording payments to the correct medical services
appropriation categories to reduce the need for subsequent journal transfers.

The Agency submitted a budget amendment, which was approved on
February 5, 2014, to realign the Medicaid Services budget to match the latest
estimating conference (December 4, 2013). The approval of this budget
amendment is the first step toward ensuring budget authority is available by
category to ensure medical assistance related payments are paid and posted in
the correct appropriation categories at fiscal year-end. The Agency is in the
process of developing the necessary processes and procedures to ensure
measures are in place by fiscal year-end to ensure medical assistance payments
are initially paid or subsequently transferred to the correct medical services
appropriation categories.

June 30, 2014

Anita Hicks - Financial Services
(850) 412-3815
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2013-052

93.778 (Includes Recovery Act Funding)

Medical Assistance Program

Cash Management

Florida Agency for Health Care Administration (FAHCA)

05-1205FL5MAP 2012 and 05-1305FL5MAP 2013

Noncompliance and Significant Deficiency
Report No. 2013-161, Finding No. FA 12-035

The FAHCA did not ensure that refunds, including those for drug rebates, were
accurately reported on the Cash Management Improvement Act (CMIA) Annual
Report to the Florida Department of Financial Services (FDFS). In addition, the
FAHCA did not always reduce Federal cash draws by the Federal share of drug
rebates received.

The Cash Management Improvement Act (CMIA) of 1990, as amended

31 CFR Part 205 § .13 and §_ .15, State interest liability, and §__ .26,
Preparing Annual Reports

CMIA Agreement between the State of Florida and the United States Department
of the Treasury (Treasury-State Agreement)

The FAHCA annually reports to the FDFS drawdown data related to the receipt
of Federal funds, including data components for Direct Program Costs, Direct
Administrative Costs, Payroll Costs, and Indirect Costs. The FAHCA also reports
data for refund transactions exceeding $50,000, and data for balances in the
Medical Assistance Program (MAP) and Special Purpose Investment Account
(SPIA) bank accounts.

Our review of the report the FAHCA submitted to the FDFS for the 2011-12 fiscal
year disclosed errors in the refunds reported and the associated interest liability.
Specifically, our review disclosed that the FAHCA understated refund
transactions reported to the FDFS resulting from drug rebates, amounts received
from third-party payors, and provider refunds by $62,699,538.71 (Federal Share -
$35,136,821.50).

Additionally, our review of 20 Medicaid Program cash draws totaling
approximately $2.1 billion disclosed that the FAHCA did not always appropriately
account for drug rebates when calculating cash draw amounts. Our test
disclosed that, for 3 cash draws totaling approximately $693.3 million, the
FAHCA did not reduce the draw amount by the Federal share of drug rebates
received by the FAHCA. As a result, the FAHCA drew down approximately
$40.1 million in excess of Medicaid Program needs.

Some refunds were inadvertently excluded from the CMIA report while other
refunds were excluded due to improper year-end cut off. Supervisory review did
not detect the errors.

Without ensuring the accuracy of the reported amounts, the risk is increased that
interest liability amounts reported to the FDFS could be materially misstated and
errors not timely detected. As a result, the annual report prepared by the FDFS
pursuant to the Treasury-State Agreement could contain inaccuracies.
Additionally, the failure to correctly calculate cash draws may result in cash
draws being made for excess amounts which could affect the State’s interest
liability.
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We recommend that the FAHCA ensure that CMIA report data submitted to the
FDFS is accurate and complete and that cash draws are appropriately reduced
for drug rebates received.

Understated Refund Transactions

The Bureau is developing a process to compile, reconcile, and enter the data
used in the CMIA report on a quarterly basis. This quarterly reconciliation
process will identify errors earlier in the process allowing more time for research
and resolution. The Bureau is working to properly update the written procedure
for this process.

Cash Draws in Excess of Medicaid Program Needs

As a result of a provision of the Patient Protection and Affordable Care Act
(PPACA), the rebate sharing arrangement with states and the federal
government was changed, retroactive to January 1, 2010, requiring states to
remit a higher percentage of rebate revenue to CMS. In addition, PPACA
requires drug manufacturers that participate in the Medicaid Drug Rebate
program to pay rebates for drugs dispensed to individuals enrolled in a Medicaid
managed care organization (MCO), if the MCO is responsible for coverage of
such drugs. The rebate revenue from MCOs is a new source of revenue not
previously collected.

In November 2012 and February 2013, drug manufacturers were invoiced for
outpatient prescription drugs dispensed to Medicaid patients by MCOs for
January 2010 through December 2012. The Agency received $1,213,544,586 in
drug rebate revenue during Fiscal Year 2012-2013; however, the Agency was
appropriated $730,555,925 in the Grants and Donations Trust Fund in the
Prescribed Medicine/Drugs category to transfer the expenditures from the
General Revenue Fund and the Medical Care Trust Fund. Expenditures for
outpatient prescription drugs are initially paid from the General Revenue Fund
(state share) and the Medical Care Trust Fund (federal share). The Agency
transfers the state and the federal share of expenditures to the Grants and
Donations Trust Fund to utilize the revenue received from rebates because
rebate revenue is deposited in the Grants and Donations Trust Fund. The
Agency reduces its federal draw in the amount of the federal share of the rebate
as the mechanism of returning the federal share to CMS. The Agency exhausted
its Grants and Donations Trust Fund budget authority due to the receipt of
manufacturer rebates invoiced for the period retroactive to 2010, and had to
suspend its standard process of returning the federal share of the rebate revenue
to the federal government.

As an interim solution, the Agency submitted a non-operating budget amendment
in accordance with chapter 216.181 (12), F.S. This amendment requested an
increase in transfer authority in the Grants and Donations Trust Fund in order to
transfer the federal share of the rebate revenue to the Medical Care Trust Fund,
which allows the federal share of the rebate to be returned to CMS and prevents
the assessment of interest payments and/or other penalties. This amendment
was approved on June 11, 2013, and $283,960,417.29 in drug rebate revenue
was transferred to the Medical Care Trust Fund. The amount transferred is the
amount of drug rebate revenue (federal share) that we should have reduced the
federal draw by during the period of March 18, 2013 through June 24, 2013, but
were unable to due to the lack of budget authority to implement our standard
process.

June 30, 2014

Anita Hicks - Financial Services
(850) 412-3815
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2013-053

93.720, 93.775, 93.777, and 93.778 (Includes Recovery Act Funding)
Medicaid Cluster

Eligibility

Florida Department of Children and Families (FDCF)
05-1205FL5MAP 2012 and 05-1305FL5MAP 2013

Noncompliance and Material Weakness
Report No. 2013-161, Finding No. FA 12-065

Income and Eligibility Verification System (IEVS) and non-IEVS data exchange
responses received by the FDCF were not always timely processed.

42 CFR 435.940 through 435.965, Income and Eligibility Verification
Requirements

FDCF ACCESS Florida Program Policy Manual Chapters 3030 and 3040 —
Requires department personnel to review responses considered verified upon
receipt and dispose of them within 10 calendar days. All other responses that
are not verified upon receipt should be disposed of within 45 calendar days.

FDCF FLORIDA Data Exchange Reference Guides — Requires the review of
data exchanges from sources that are Federally mandated within 10 days and
are considered verified upon receipt. Data exchanges from sources that are not
Federally mandated must be reviewed within 45 calendar days.

Federal regulations require the FDCF to verify certain information through
electronic data exchange with other State and Federal agencies. The FDCF has
established a time frame of 10 days for processing the IEVS information, and
45 days for processing non-IEVS information returned by data exchange
procedures. We examined the FDCF IEVS and non-IEVS data exchange
records for 60 cases. Our examination disclosed 14 cases (7 IEVS and
7 non-IEVS) for which the FDCF had not processed the data exchange
responses within the established time frames. As of November 6, 2013, 27 to
341 days had elapsed beyond the specified time frame for the 14 cases.

FDCF staff indicated that other data exchange responses may have been given
higher priority for review purposes.

Failure to timely review data exchange responses could preclude the FDCF from
identifying changes in a client’s eligibility status.

We recommend that the FDCF process data exchange responses within the
established time frames.

The Department concurs. The policy for Data Exchange (DE), IEVS and
Non-IEVS includes requirements for prioritizing the alerts to process within the
established time standards. Policy Transmittal 1-09-05-0014, Work Priorities for
the Case Maintenance Unit, provides guidance to staff in processing this
workload. The audit reflects seven of the 14 cases were priority DE alerts.

As part of its quality assurance efforts, the Department monitors DEs to ensure
they are processed timely and accurately and requires corrective action, where
necessary. In addition to current efforts, a DE review element will be added to
the Medicaid case reviews in the statewide electronic case review system (QMS)
to ensure the timely and accurate processing of DEs.
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April 30, 2014

Dorthene Baker
(850) 717-4293

Cindy Mickler
(850) 717-4123
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2013-054

93.720, 93.775, 93.777, and 93.778 (Includes Recovery Act Funding)
Medicaid Cluster

Special Tests and Provisions — Provider Eligibility

Florida Agency for Health Care Administration (FAHCA)

05-1205FL5MAP 2012 and 05-1305FL5MAP 2013

Questioned Costs — $96,958.45 (Federal Share $55,848.45; Federal Grant Nos.
05-1205FL5MAP $12,774.27, 05-1305FL5MAP $43,074.18)
Report No. 2013-161, Finding No. FA 12-067

The FAHCA made payments to an ineligible provider.
42 CFR 431.107, Required Provider Agreement

Section 409.907, Florida Statutes, Medicaid Provider Agreements — Payments
for medical assistance and related services on behalf of Medicaid recipients are
to be made only to individuals or entities with a provider agreement in effect.
Additionally, the FAHCA may require as a condition of participating in the
Medicaid Program and before entering into a provider agreement, that the
provider submit information, in an initial and any required renewal application,
concerning the professional, business, and personal background of the provider.
After receipt of a completed, signed, and dated application, and completion of
any necessary background investigation and criminal history record check, the
FAHCA can enroll the applicant as a Medicaid provider.

Florida Medicaid Provider General Handbook, Section 2 — Both institutional and
noninstitutional providers enrolled in the Medicaid Program are to submit a
signed and dated Provider Agreement, and are required to submit a completed
enrollment application.

We reviewed documentation for 40 providers enrolled in the Medicaid Program
who received payments during the 2012-13 fiscal year to determine whether the
providers met the Program eligibility requirements. Our review disclosed that the
Medicaid Provider Agreement on file with the FAHCA for one provider expired on
March 25, 2008. Our review of payments made to this provider during the
2012-13 fiscal year disclosed that the FAHCA paid this provider $96,958.45
during the period when the provider did not have an agreement in effect.

FAHCA staff did not always follow laws, regulations, and established procedures
in maintaining documentation to ensure Medicaid Program payments were made
only to eligible providers.

Failure to ensure that current Medicaid Provider Agreements are in effect could
preclude the FAHCA from demonstrating provider eligibility and enforcing the
provisions of applicable laws and regulations.

We recommend that the FAHCA ensure that payments are made only to
providers with Medicaid Provider Agreements in effect.

The Agency along with the Medicaid fiscal agent operations and system staff
reviewed MMIS coding and operational guidelines and determined a vulnerability
which, under extreme circumstances, would cause a provider to miss renewal.
As a result, the Agency has implemented an automated job which will run
periodically to identify any provider who has missed renewal. The MMIS will
restrict claims for the delinquent provider and generate a renewal notice to the
provider. Upon submission of a successful renewal packet, the provider
agreement end date will be extended and the restricted claims will be released.
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June 1, 2014

Shawn McCauley - MCM

(850) 412-3428
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2013-055

93.720, 93.775, 93.777, and 93.778 (Includes Recovery Act Funding)
Medicaid Cluster

Special Tests and Provisions — Provider Health and Safety Standards
Florida Agency for Health Care Administration (FAHCA)

05-1205FL5MAP 2012 and 05-1305FL5MAP 2013

Noncompliance and Significant Deficiency
Report No. 2013-161, Finding No. FA 12-069

The FAHCA did not always ensure that facilities receiving Medicaid payments
met required health and safety standards.

42 CFR 431.610(c), Relations with standard-setting and survey agencies

Florida Medicaid State Plan Section 4.11 — Designates the FAHCA as the State
agency having authority to establish and maintain health and nonhealth related
standards for private or public institutions that provide services to Medicaid
recipients.

FAHCA Division of Health Quality Assurance Licensure and Certification
Standard Operating Procedures, Section 6-7 — Establishes time frames for the
completion of Life Safety Surveys. Hospitals, nursing homes, and intermediate
care facilities for the developmentally disabled (ICF-DD) are to receive a Life
Safety Survey on an annual basis, with new Life Safety Surveys conducted within
9 to 15 months of the exit date of the last survey.

FAHCA Division of Health Quality Assurance Licensure and Certification
Standard Operating Procedures, Section 5-6 — Establishes requirements for
follow-up surveys. The field office manager or designee shall monitor and
schedule follow-up surveys, which are unannounced, to determine if corrective
action has been taken on facility deficiencies found and cited during the survey.
For certified facilities, the follow-up visits must be conducted no later than
45 days from the date of the survey.

During the 2012-13 fiscal year, Medicaid payments to hospitals, nursing homes,
and ICF-DD, all of which were required to have an annual Life Safety Survey,
totaled approximately $10.1 billion. We reviewed documentation for 40 facilities
(15 hospitals, 15 nursing homes, and 10 ICF-DD) to determine whether the
FAHCA retained documentation evidencing that Life Safety Surveys and any
necessary follow-up surveys were timely conducted. We noted that:

» For 4 hospitals, a Life Safety Survey was due, but had not been completed
as of June 30, 2013. As of June 30, 2013, 16 to 24 months had elapsed
since the date of the last survey. The FAHCA made Medicaid payments
totaling $22,110,706.42 to these 4 hospitals for the period of time during the
2012-13 fiscal year in which the hospitals did not have a current Life Safety
Survey certification.

» For 3 hospitals, the FAHCA completed the Life Safety Surveys late, with the
completion dates ranging from 17 to 26 months after the last survey. The
FAHCA made Medicaid payments totaling $17,616,231.17 to these
3 hospitals for the period of time during the 2012-13 fiscal year in which the
hospitals did not have a current Life Safety Survey certification.

» For 10 facilities (3 hospitals, 6 nursing homes, and 1 ICF-DD), the FAHCA
could not provide documentation evidencing that the facilities had received a
follow-up survey within 45 days of a survey with cited deficiencies. In
9 instances, the follow-up surveys were completed from 1 to 24 days late. In
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Estimated Corrective
Action Date

Agency Contact and
Telephone Number

the other instance, the follow-up survey was 7 days past due as of
June 30, 2013. The FAHCA made payments totaling $1,542,965.11 to these
10 facilities for the period of time during the 2012-13 fiscal year in which a
follow-up survey was due, but had not been completed.

FAHCA internal controls were not operating effectively to ensure that Life Safety
Surveys and follow-up surveys were conducted within established time frames.

Failure to timely complete the required Life Safety Surveys and follow-up surveys
could allow facilities that do not meet applicable health and safety standards to
continue to provide Medicaid services.

We recommend that the FAHCA increase its efforts to ensure that Life Safety
Surveys and follow-up surveys are conducted within the established time frames.

During the audit period of 7/1/2012- 6/30/2013 the auditors identified seven
hospitals in which the annual Life Safety Code (LSC) inspections were conducted
late. All seven of these hospitals were in the South Florida area which would be
inspected by the Agency's Delray Beach and Miami Offices.

During this past year, all vacant LSC positions in Delray Beach and Miami
Offices have been filled. However, the surveyors still had to complete training
and orientation prior to being able to survey independently, which will assist the
offices in the future for the timely completion of the surveys. Also, the LSC lead
for the Bureau of Field Operations, along with other life safety surveyors in the
state, has assisted the field offices to timely complete the surveys. The Survey &
Certification Support Branch is responsible for monitoring the timely completion
of survey activity and reporting of any issues that fail to meet the established
annual, recertification and revisit survey timeframes to the Bureau Chief of Field
Operations.

The Bureau of Field Operations reassessed their workload and developed overall
priority levels to assist Field Office Management in scheduling their workload.
Level 1 includes the Centers for Medicare & Medicaid Services (CMS) Tier 1 and
Tier 2, Priority 1 State complaints, state statutory required inspections and initial
licensure surveys. Level 2 includes CMS Tier 3 work, Priority 2 State Complaints,
state health follow-up inspections and Rule required inspections.

In October 2013, the Bureau of Field Operations updated their policy for
conducting LSC inspections. Inspections are conducted annually, but no later
than 15.9 months from the previous annual licensure and/or recertification
survey.

The Bureau's policy for conducting revisits has also been updated. Each field
office is responsible to ensure the surveys are conducted in accordance with
state and federal timeframes. If a revisit is needed based on the initial visit, the
field office manager would determine, based on the survey findings, if an onsite
revisit will be conducted. If it is determined an onsite revisit is necessary, the
onsite revisit will be conducted a minimum of 45 days, but no later than 90 days
following the survey for which noncompliance was determined. Exceptions to the
scheduling timeframes may be approved by the Chief of Field Operations.
Documentation of the approval will be maintained by the field office and Quality
Assurance lead.

Complete

Kim Smoak - HQA
(850) 412-4516
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Finding
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2013-056

93.720, 93.775, 93.777, and 93.778 (Includes Recovery Act Funding)
Medicaid Cluster

Special Tests and Provisions — Inpatient Hospital and Long-Term Care Facility
Audits

Florida Agency for Health Care Administration (FAHCA)

05-1205FL5MAP 2012 and 05-1305FL5MAP 2013

Significant Deficiency
Report No. 2013-161, Finding No. FA 12-070

The FAHCA's established policies and procedures did not provide for the timely
issuance of cost report audits of nursing homes and Intermediate Care Facilities
for the Developmentally Disabled (ICF-DD). Additionally, the FAHCA had not
performed monitoring of the vendor contracted to perform hospital cost report
audits.

42 CFR 447.253(g), Audit Requirements

During the 2012-13 fiscal year, 652 nursing homes received Medicaid payments
totaling $3,598,274,569.45, 105 ICF-DD received Medicaid payments totaling
$928,803,288.43, and 243 hospitals received Medicaid payments totaling
$5,424,494,810.02. Payments to nursing homes, ICF-DD, and hospitals are
based on approved cost-based rates. To ensure the accuracy of those rates,
periodic audits of the financial and statistical records of providers participating in
the Medicaid Program are required. Periodic audits may be in the form of desk
audits or field audits.

The FAHCA contracted with certified public accounting (CPA) firms to perform
periodic nursing home and ICF-DD cost report audits. The FAHCA developed
nursing home and ICF-DD audit programs to be utilized by CPA firms when
performing cost report audits. It was the FAHCA's procedure to review each
CPA-audited cost report and CPA working papers prior to issuing the audit report
to the provider. In addition, the FAHCA contracted with a Medicare intermediary
to audit hospital cost reports. For the hospital cost report audits completed by
the Medicare intermediary, the FAHCA'’s procedure was to select and review a
sample of audit working papers during the monitoring of the Medicare
intermediary.

We would consider the issuance of an audit report to be timely and the most
useful when issued within 2 years after the close of the year-end of the provider.
Our audit disclosed that the FAHCA's policies and procedures did not ensure the
timely issuance of nursing home and ICF-DD cost report audits. Specifically:

» For nursing home cost report audits issued during the 2012-13 fiscal year,
the average length of time from the cost report fiscal year-end to the
issuance of the audit report was approximately 4 years. The following table
shows the fiscal years for each nursing home audit issued during the
2012-13 fiscal year.
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Cost Reports With | Number of Nursing Home
Fiscal Years Ended | Audits Issued During the
in the Year 2012-13 Fiscal Year
2004 4
2005 30
2006 16
2007 17
2008 21
2009 54
2010 33
2011 3
Total 178
» For ICF-DD cost report audits issued during the 2012-13 fiscal year, the
average length of time from the cost report fiscal year-end to the issuance of
the audit report was approximately 3 years. The following table shows the
fiscal years for each ICF-DD audit issued during the 2012-13 fiscal year.
Cost Reports With Number of ICF-DD
Fiscal Years Ended | Audits Issued During the
in the Year 2012-13 Fiscal Year
2009 1
2010 4
Total 5
Additionally, as of January 6, 2014, the FAHCA had not performed programmatic
or administrative monitoring of the Medicare intermediary contracted to perform
hospital cost report audits during the 2012-13 fiscal year.

Cause FAHCA procedures did not provide for the timely issuance of cost report audits.
The FAHCA's review of supporting working papers for each CPA firm's audit
report, and preparation for cost report audit appeals, may have hindered the
timely issuance of reports. FAHCA staff also indicated that monitoring of the
Medicare intermediary had not occurred because a new contract manager had
been assigned and had not received instruction to begin contract monitoring
activities.

Effect The failure to timely issue audits reduces the effectiveness of FAHCA efforts to

Recommendation

State Agency Response and
Corrective Action Plan

ensure that nursing homes and ICF-DD are reimbursed at appropriate rates and
limits the FAHCA's ability to timely apply rate adjustments, if necessary.
Furthermore, untimely monitoring of the Medicare intermediary’s contractual
performance related to hospital cost report audits increases the risk that
contractual noncompliance may occur and not be detected by the FAHCA.

We recommend that the FAHCA enhance policies and procedures to provide for
the timely issuance of cost report audits. We also recommend that the FAHCA
ensure that the performance of the hospital cost report auditor (Medicare
intermediary) be timely monitored.

Nursing Home Audits

According to the State Reimbursement Plan, Section I.A, cost reports are to be
submitted five months after the fiscal year end of the cost report, but are not late
until the January or July rate setting deadline, which is April 30 and October 31 of
that year. Feasibly, a cost report with a fiscal year end of September 30 is not
due until February, and then is not late until April 30th. That is over seven
months, not taking into consideration the time taken to review the cost report, set
rates, etc. Therefore, the policies in place are already using all the available time
for cost report review, rate setting and then auditing. Currently, the Audit
Services unit is attempting to take timing into consideration, so that we audit cost
reports only going back two years in order to fit into the timeline of expediting the
audit process. However, cost reports still have the five month FYE deadline, and
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the rate setting deadline to meet before they can even be reviewed. Going
forward, the Audit Service unit will attempt to identify cost reports for audit and
assign, given adequate budget and staffing, in a more timely fashion, in
accordance with State and Federal guidelines.

Hospital Audits

The current policies and procedures that are in place do provide for an adequate
number of cost reports to be audited annually. The cost report is a combination
of Medicare Title XVIII & V and Medicaid Title XIX. The Medicaid portion of the
audit process cannot begin until the audit is completed for the Medicare program.
The completion of the Medicare audit may take more than a year depending on
the scope of the audit. In addition, the scope of the Medicaid audit may take a
year or longer to finalize. At the beginning of each federal fiscal year, the Agency
and the Medicare intermediary perform a reconciliation of pending audits to
ensure audits are completed within a reasonable timeframe. Also, there are
legislative budget restraints which only allow for a certain number of audit hours
to be performed each state fiscal year. Moving forward, the Agency is in the
process of contracting with a new vendor to perform Hospital audits. It is
anticipated that the contract will be executed within the next month. The contract
mandates a certain number of audits be completed each state fiscal year.

Hospital Monitoring

For the hospital cost report audits completed by the Medicare intermediary, the
FAHCA'’s procedure was to select and review a sample of audit working papers
during the monitoring of the Medicare intermediary.

The most recent First Coast Service Options, Inc. (FCSO) monitoring field review
was performed for the time period of July 1, 2010 through December 31, 2011.

Since the submission of that report, three events have occurred which have
delayed the completion of a more current monitoring report. First, the individual
responsible for the completion of the report is no longer with the Agency and the
position is still vacant. Secondly, this position’s duties and responsibilities for
managing the Audit contract have been moved to another Agency staff. The new
Contract Manager was unaware of the existence of this report. Finally, effective
January 1, 2014 FCSO is no longer the Medicare intermediary for the audit work
for the Medicaid portion of the cost report. Meyers and Stauffer is the new
Medicaid vendor for the Medicaid audit work.

The Agency will continue under the new contract with Meyers and Stauffer to
have the vendor submit a periodic audit status report, which will reflect the status
of audit work for each hospital. In addition, we will have the new vendor provide
documentation and information required in the monthly monitor report, which will
allow for an annual monitoring report to be completed at any given time. The
current contract monitoring for the new vendor will be for the time period of
March 1, 2014 until June 30, 2014. This limited report will be completed by
September 30, 2014.

ICF-DD Audits

The Audit Services unit will attempt to identify cost reports for audit and
assignment, given the state fiscal year budget and current staffing, in a more
timely fashion, in accordance with State and Federal guidelines. Currently, there
are 10 ICF-DD home offices that make up 77 ICF providers and 12 providers
without a home office. The Audit Services unit will attempt to ensure that an
audit is assigned and completed for at least one provider in each of the home
offices and the 12 providers without a home office for a total of 22 audits every
two years.
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July 1, 2014

Zainab Day - MPF
(850) 412-4080

Rydell Samuel - MPF

(850) 412-4093
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2013-057

93.917

HIV Care Formula Grants

Eligibility

Florida Department of Health (FDOH)

2 X07HA00057-22 2012 and 2 X07HA00057-23 2013

Questioned Costs — $19,759.92 (Federal Grant Nos. 2 X07HA00057-22
$16,903.28 and 2 X07HA00057-23 $2,856.64)
Report No. 2013-161, Finding No. FA 12-072

Eligibility determination procedures were not sufficient to ensure that only eligible
individuals received AIDS Drug Assistance Program (ADAP) benefits.

42 USC 300ff-26(b), Provision of Treatment — Eligible Individuals
42 USC 300ff-27(b)(7)(f)(ii) — Description of intended uses and agreements
FDOH HIV/AIDS Eligibility Procedures Manual

During the 2012-13 fiscal year, the FDOH expended approximately $66,781,407
in ADAP funds to purchase and distribute drugs to eligible clients. We reviewed
records for 40 clients receiving ADAP benefits who were enrolled or re-enrolled
in ADAP during the 2012-13 fiscal year. Clients eligible to participate in the
Medicaid Program are not eligible to receive drugs through ADAP. For 2 of the
40 client records we reviewed, the FDOH did not identify the client’s ineligibility
for ADAP benefits. Our comparison of records from the ADAP database to the
Medicaid system disclosed that these 2 clients received ADAP benefits totaling
$19,759.92 during the 2012-13 fiscal year when they also received Medicaid
benefits.

FDOH procedures required initial screening for Medicaid eligibility through
ACCESS, Florida's Online Public Assistance Pre-screening Tool, and
redetermination of client eligibility every 6 months. In addition, FDOH staff were
to perform periodic matches between the ADAP database and the Medicaid
system. During the 2012-13 fiscal year, the FDOH pursued an electronic match
process with the Florida Agency for Health Care Administration (FAHCA);
however, the FDOH did not finalize the Memorandum of Agreement (MOA) with
FAHCA allowing the FDOH to perform daily matches of client records until
June 2013.

Drugs benefits were provided to clients who did not meet ADAP eligibility
requirements.

We recommend that the FDOH conduct periodic matches of client records in the
ADAP database to those in the Medicaid system to better ensure that Medicaid
eligible clients are not provided ADAP benefits.

FDOH will pursue a process to establish more frequent electronic matches with
the FAHCA Medicaid system to ensure that ADAP is the payer of last resort.

The FDOH HIV/AIDS and Hepatitis Section is currently conducting weekly
matches with the Medicaid system. At the present time, FAHCA has informed
the section that they do not have the resources to conduct daily matches. Staff
will contact FAHCA on a quarterly basis to find out if resources are available for a
daily exchange. Once available, we will move to daily matches.
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Ongoing

Joe May
(850) 245-4421
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U.S. DEPARTMENT OF HOMELAND SECURITY

Finding Number 2013-058

CFDA Number 97.036 and 97.067

Program Title Disaster Grants — Public Assistance (Presidentially Declared Disasters)

Homeland Security Grant Program

Compliance Requirement Reporting

State Agency Florida Division of Emergency Management (FDEM)

Federal Grant/Contract FEMA-4068-DR-FL 2012, FEMA-4084-DR-FL 2012, EMW-2011-SS-00067-S01,
Number and Grant Year and EMW-2012-SS-00109-S01

Finding Type Noncompliance and Significant Deficiency

Prior Year Finding Report No. 2013-161, Finding No. FA 12-076

Finding The FDEM did not report applicable Disaster Grants — Public Assistance (Public

Assistance) and Homeland Security Grant Program (HSGP) subaward data in
the Federal Funding Accountability and Transparency Act (FFATA) Subaward
Reporting System (FSRS) pursuant to Federal regulations.

Criteria 2 CFR 170 Reporting Subaward and Executive Compensation Information

Condition FFATA regulations required the FDEM, as a recipient, to report in the FSRS key
data elements regarding its subawards. The FSRS is a reporting tool used to
capture and report subaward and executive compensation data and make it
available to the public via a single, searchable Web site. FFATA reporting is
required for grants or cooperative agreements exceeding $25,000, effective on or
after October 1, 2010, and made with a new Federal Assistance Identification
Number on or after that date. Pursuant to Federal regulations, the FDEM should
have reported, by the end of the month following the month in which the
obligation was made, the key data elements for such grants. During the period
July 1, 2012, through June 30, 2013, the FDEM made 182 subawards totaling
$79,152,177.76, for which FFATA reporting was required; however, the FDEM
reported in the FSRS data related to only 32 subawards totaling $1,943,605.40,
and also reported 7 transfers to State agencies totaling $8,454,644 as
subawards. Our review of the FDEM's FFATA reporting disclosed that
improvements were needed. Specifically, we noted that:

» The FDEM did not report in the FSRS 105 subawards totaling
$57,929,789.36 made directly to other entities for the Public Assistance
Program and 42 subawards totaling $19,078,126 made directly to other
entities for the HSGP.

» The FDEM transferred HSGP funds totaling $2,054,262.40 to the Florida
Department of Financial Services (FDFS) and the FDFS used the funds to
make 34 subawards to other entities. The FDEM did not report 4 of the
subawards totaling $245,464 in the FSRS. The FDEM reported in the FSRS
the other 30 subawards made by the FDFS; however, all key data elements,
including subaward obligation/action date and subaward number, were not
properly reported. Specifically, we noted that:

e For the 30 subawards, the FDEM reported the Federal award date rather
than the FDFS subaward execution dates and reported the FDEM award
number for transferring funds to the FDFS rather than the FDFS
subaward numbers.

e The FDEM incorrectly reported the DUNS number for one subaward and
amounts for 2 subawards. One of the 2 incorrect subaward amounts
was a budgeted amount rather than the final subaward amount.

e Although less than the $25,000 threshold for reporting, the FDEM
reported in the FSRS a subaward in the amount of $24,762.
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» The FDEM transferred HSGP funds to the Florida Department of Law
Enforcement (FDLE), from which the FDLE made 1 subaward in the amount
of $90,000. However, the FDEM did not properly report in the FSRS key
data elements, including the subaward obligation/action date and subaward
number.

» The FDEM incorrectly reported a total of $8,454,644 in HSGP funds
transferred to 7 State agencies as subawards in the FSRS.

» The FDEM reported 27 HSGP subawards in the FSRS from 32 to 154 days
late. Two other subawards were reported 41 and 63 days prior to the
subaward obligation date and, as a result, the FDEM reported budgeted
amounts rather than the final subaward amounts.

Cause The FDEM did not have an effective process in place to accurately report all
Public Assistance Program and HSGP subawards in accordance with FFATA
reporting requirements.

Effect Applicable Public Assistance Program and HSGP subaward data was not

Recommendation

State Agency Response and
Corrective Action Plan

Estimated Corrective
Action Date

Agency Contact and
Telephone Number

reported in the FSRS as required by FFATA.

We recommend that the FDEM ensure that all key data elements are properly
and timely reported in the FSRS for subawards made from applicable grants.

We concur with the finding. The Division has begun corrective actions to report
applicable Disaster Grants - Public Assistance and Homeland Security Grant
Program subaward data in the Federal Funding Accountability and Transparency
Act (FFATA) Subaward Reporting System. A process to gather and report all
Public Assistance Program and Homeland Security Grant Program subaward
data is being developed to include a Division policy for FSRS reporting and
modifying contracts and agreements to require grantees to provide the Division
necessary information for FFATA subaward reporting.

September 30, 2014

Ronnie Atkins, Deputy Inspector General
(850) 922-1611

118



MARCH 2014 REPORT NoO. 2014-173

STATE UNIVERSITIES AND COLLEGES
SUMMARY OF QUESTIONED COSTS
For the Fiscal Year Ended June 30, 2013

Compliance Requirement/ Questioned
Institutions Costs

Student Financial Assistance Cluster

ELIGIBILITY - Finding Nos. 2013-061, 062, 063, 064, 065
Satisfactory Academic Progress:

Florida A & M University $ 17,050.00
University of Central Florida 8,903.00
University of North Florida 4,125.00
Florida State College at Jacksonville 3,666.00
Northwest Florida State College 26,726.00
Total 60,470.00

SPECIAL TESTS AND PROVISIONS - Finding No. 2013-068
Return to Title IV - Official Withdrawals:
Valencia College 1,680.41

SPECIAL TESTS AND PROVISIONS - Finding No. 2013-070
Return to Title IV — Official and Unofficial Withdrawals:
Hillsborough Community College 90,588.00

SPECIAL TESTS AND PROVISIONS - Finding Nos. 2013-071, 073
Return to Title IV — Unofficial Withdrawals:

Gulf Coast State College 2,179.00
University of Central Florida unknown
Total 2,179.00

SPECIAL TESTS AND PROVISIONS - Finding No. 2013-074
Return to Title IV - Nonattendance:

University of Central Florida 14,708.20
Total Student Financial Assistance Cluster $169,625.61
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Finding
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FGCU Response and
Corrective Action Plan

U.S. DEPARTMENT OF EDUCATION

2013-059

Various

Student Financial Assistance (SFA) Cluster
Allowable Costs/Cost Principles and Eligibility
Various

Significant Deficiency

Report No. 2013-161, Finding No. FA 12-078

Certain access controls protecting the institution’s information technology (IT)
resources needed improvement.

IT Industry Standards: General Controls

IT Governance Institute Control Objectives for Information and related
Technology (COBIT) 4.1:

DS5.3 Identity Management — User access rights to systems and data
should be in line with defined and documented business needs and job
requirements.

P08.2 IT Standards and Quality Practices — Standards, procedures, and
practices for key IT processes should be identified and maintained.

Effective access controls over IT resources provide safeguards to assist in the
prevention or detection of errors or misappropriations. Effective access controls
provide employees access to IT resources based on an employee’s
demonstrated need to view, change, or delete data and restrict employees from
performing incompatible functions or functions outside of their area of
responsibility. Periodic reviews of IT access privileges are necessary to ensure
that employees can only access IT resources that are necessary to perform their
assigned job responsibilities and that the assigned access privileges enforce an
appropriate separation of incompatible responsibilities.

Our audit testing of selected access privileges to the financial aid system
disclosed certain institution employees had access privileges that were
inappropriate and unnecessary, and that permitted the employees to perform
incompatible functions.

The institution may not have properly separated access responsibilities and, as a
result, inappropriate or unnecessary user access may have been granted.

While our tests did not disclose any instances of errors or fraud, inappropriate or
unnecessary access privileges increase the risk of unauthorized disclosure,
modification, or destruction of institution data and IT resources.

The institution should ensure that assigned access privileges significant to
determining eligibility for awarding and disbursing student financial aid enforce an
appropriate separation of incompatible duties and restrict employees to only
those functions necessary for their assigned job responsibilities.

Florida Gulf Coast University (FGCU)

Corrective actions were taken immediately to remove access for those
employees noted, and to further separate duties and limit access controls for the
processing and awarding of Federal financial aid. A complete review of
employee access is currently in process. Appropriate enhancements are being
implemented to strengthen the periodic reviews of access controls and the
procedures involved, as well as incorporate the recommendations cited during
the audit.
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Estimated Corrective
Action Date

FGCU Contact and
Telephone Number

UWF Response and
Corrective Action Plan

Estimated Corrective
Action Date

UWF Contact and
Telephone Number

BCC Response and
Corrective Action Plan

Estimated Corrective
Action Date

BCC Contact and
Telephone Number

GCSC Response and
Corrective Action Plan

Estimated Corrective
Action Date

GCSC Contact and
Telephone Number

IRSC Response and
Corrective Action Plan

Corrective actions on the majority of items are substantially complete. All items
will be corrected by June 30, 2014.

Linda Bacheler
Assistant Vice President Administrative Services & Controller
(239) 590-1212

University of West Florida (UWE)

For the recommendations of this finding, the University is taking steps to
implement appropriate changes in our new Banner financial aid system, which is
entering operation for Fall Term 2014. Due to the cost and effort involved, and
the limited remaining lifespan of the legacy CICS system, we do not plan to
address these issues in CICS. Documentation of the business procedures that
will be followed in Banner to address these issues is considered confidential but
is available for your review upon request.

Corrective actions are being taken in the Banner system and will be implemented
with the go-live of Banner Financial Aid for Fall Term 2014. Thus, final
completion of these processes will occur by September 2014.

Michael Dieckmann, CIO
(850) 474-2558

Brevard Community College (BCC)

The College has taken action to limit access controls over IT resources based on
an employee’s job responsibility. The College has also developed system
reports by functional area that list all users and their system access. Functional
managers are required to periodically review these access reports, note
changes, and certify that access is appropriate for each users job responsibilities.

December 31, 2013

Indira Dzadovsky, Director, Collegewide Financial Aid/Veterans Affairs
(321) 433-5687

Gulf Coast State College (GCSQC)

The IT staff has made the changes as recommended by the Auditor General's
staff and is continuing review of current practices, procedures, policies to ensure
the greatest protection of confidential information and college assets. Security
controls have been updated to reflect industry best practice.

June 30, 2013

Rhonda Barker, Chief Information Officer
(850) 872-3857

Indian River State College (IRSC)

More restrictive access controls protecting the Institution's information technology
(IT) resources were implemented immediately upon notification of this
recommendation. Specifically, this access control was enhanced in
September 2013. In addition, procedures were implemented to strengthen
appropriate separation of responsibilities, and to ensure periodic review of IT
access privileges by an Administrator with read-only access. The College is not
disclosing specific details of the corrective action taken which is consistent with
the Auditor General's approach so as to avoid the possibility of compromising the
Institution's information. It should be noted that while these access control
changes are beneficial in enhancing security, there was no finding of
misappropriated or misallocated funds.
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Estimated Corrective
Action Date

IRSC Contact and
Telephone Number

MDC Response and
Corrective Action Plan

Estimated Corrective
Action Date

MDC Contact and
Telephone Number

NWFSC Response and
Corrective Action Plan

Estimated Corrective
Action Date

NWFSC Contact and
Telephone Number

PBSC Response and
Corrective Action Plan

Estimated Corrective
Action Date

PBSC Contact and
Telephone Number

Polk SC Response and
Corrective Action Plan

Estimated Corrective
Action Date

Polk SC Contact and
Telephone Number

SCF Response and
Corrective Action Plan

Estimated Corrective
Action Date

SCF Contact and
Telephone Number

SJRSC Response and
Corrective Action Plan

September 25, 2013

Sheryl S. Vittitoe, Vice President of Financial Services, Chief Financial Officer
(772) 462-7220

Miami Dade College (MDC)

The College will review its access controls for potential deficiencies and will
enhance those controls where necessary and appropriate.

June 30, 2014

E.H. Levering, Senior Vice Provost & Chief Financial Officer
(305) 237-2389

Northwest Florida State College (NWESC)

We have reviewed the access control weaknesses identified by the auditors, and
have taken the steps we believe were necessary to provide adequate IT control.

January 2014

Greg Eller, Chief Information Officer or
Dr. Sherry Aaker, Dean of Students
(850) 729-5232

Palm Beach State College (PBSC)

The College has reviewed and analyzed the findings of the Auditor General's
Office and has put into place appropriate and adequate controls to protect the
College and our students.

This was implemented immediately.

Richard Becker, VP Administration and Business Services
(561) 868-3137

Polk State College (Polk SC)

The College will review security access periodically to ensure that employees
can only access IT resources necessary to perform assigned duties.

Corrected

Marcia M. Conliffe, Director of Student Financial Services
(863) 292-3680

State College of Florida, Manatee-Sarasota (SCF)

The College has updated and implemented access control procedures to reduce
the risk of unauthorized disclosure, modification, or destruction of institution data
and IT resources.

March 2014

Julia M. Jakway
(941) 752-5326

St. Johns River State College (SJRSC)

All specific access issues identified during the audit process have been
corrected.
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SPC Response and
Corrective Action Plan

Estimated Corrective
Action Date

SPC Contact and
Telephone Number

VC Response and
Corrective Action Plan

Estimated Corrective
Action Date

VC Contact and
Telephone Number

The College is reviewing all security assignments and eliminating the use of
Banner default (BAN_*) security roles. The College will implement a new security
request/review system which will include specific security assignments for major
security areas. All security assignments will be reviewed by Vice Presidents and
area supervisors.

The College will continue to review and implement separation of duties and /or
compensating controls to assist in the prevention and detection of errors or
misappropriations.

6/30/14

Mike Hawkins, CIO
(386) 312-4134

St. Petersburg College (SPC)

SPC has ensured that the current access privileges are enforcing an appropriate
separation of incompatible duties. Employee roles have been reviewed and are
now restricted to only those functions necessary for their assigned job
responsibilities. The College will conduct an annual review of access privileges
for employees. In addition, privileges will be reviewed for newly hired employees
or those that may change positions within the College.

12/04/2013

Theresa K Furnas
(727) 341-3329

Valencia College (VC)

Valencia has reviewed procedures and identified practices to improve access
controls while also remaining responsive to student needs for timely processing
of financial aid to support student enroliment cycles.

Valencia made a number of access changes immediately as part of the review
process. By June 1, 2014, procedures will be modified and reports created to
check processes on a regular basis.

Dr. Joyce Romano, Vice President for Student Affairs
(407) 582-3402
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FGCU Response and
Corrective Action Plan

Estimated Corrective
Action Date

FGCU Contact and
Telephone Number

UWF Response and
Corrective Action Plan

Estimated Corrective
Action Date

U.S. DEPARTMENT OF EDUCATION

2013-060

Various

Student Financial Assistance (SFA) Cluster
Allowable Costs/Cost Principles and Eligibility
Various

Significant Deficiency

Certain information technology (IT) monitoring controls protecting the institution’s
IT resources needed improvement. We are not disclosing specific details of the
deficiencies to avoid the possibility of compromising institution student financial
aid system information. However, we have notified appropriate institution
personnel of the deficiencies.

IT Industry Standards: General Controls

United States Government Accountability Office’s Federal Information System
Controls Audit Manual:

DA-1.2 Detective controls are implemented in a manner that effectively
supports requirements to identify and react to specific system or user
activity within the data management system and its related components.

Discussed with appropriate institution personnel.
Discussed with appropriate institution personnel.

Without adequate monitoring of the student financial aid system activity, there is
an increased risk that inappropriate or unauthorized changes, should they occur,
may not be detected in a timely manner.

The institution should improve its IT monitoring controls related to student
financial aid system activity to ensure the continued confidentiality, integrity, and
availability of institution data and IT resources.

Florida Gulf Coast University (FGCU)

Corrective actions were taken immediately to enhance independent IT monitoring
controls of student financial aid system activity. The actions included a more
extensive review process of changes to student award records and review of
student-supplied documentation.

Corrective actions on items cited during the audit are complete.

Linda Bacheler
Assistant Vice President Administrative Services & Controller
(239) 590-1212

University of West Florida (UWF)

The University has plans in place to address these issues in our new Ellucian
Banner financial aid system. Documentation of these processes and procedures
is considered confidential, but is available for your review upon request. Due to
the cost and effort involved, and the limited remaining lifespan of our legacy
CICS system, we do not plan to address these issues in CICS.

Corrective actions are being taken in the Banner system and will be implemented
with the go-live of Banner Financial Aid for Fall Term 2014. Thus, final
completion of these processes will occur by September 2014.
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UWF Contact and
Telephone Number

BCC Response and
Corrective Action Plan

Estimated Corrective
Action Date

BCC Contact and
Telephone Number

GCSC Response and
Corrective Action Plan

Estimated Corrective
Action Date

GCSC Contact and
Telephone Number

IRSC Response and
Corrective Action Plan

Estimated Corrective
Action Date

IRSC Contact and
Telephone Number

MDC Response and
Corrective Action Plan

Estimated Corrective
Action Date

MDC Contact and
Telephone Number

NWFSC Response and
Corrective Action Plan

Estimated Corrective
Action Date

Michael Dieckmann, CIO
(850) 474-2558

Brevard Community College (BCC)

The College has developed and implemented procedures to monitor student
financial aid activity related to this condition. These procedures will identify the
specific activity related to this condition and verify that such activity is appropriate
and authorized.

February 28, 2014

Indira Dzadovsky, Director, Collegewide Financial Aid/Veterans Affairs
(321) 433-5687

Gulf Coast State College (GCSC)

The IT staff has made the changes as recommended by the Auditor General's
staff and is continuing review of current practices, procedures, policies to ensure
the greatest protection of confidential information and college assets. Security
controls have been updated to reflect industry best practice.

June 30, 2013

Rhonda Barker, Chief Information Officer
(850) 872-3857

Indian River State College (IRSC)

Monitoring controls protecting the Institution's information technology (IT)
resources were implemented immediately upon notification of this
recommendation. The monitoring controls were enhanced in September, 2013.
In addition, procedures were implemented to strengthen ongoing monitoring of
system changes. The College is not disclosing specific details of the corrective
action taken which is consistent with the Auditor General's approach so as to
avoid the possibility of compromising the Institution's information. It should be
noted that while these monitoring control changes are beneficial in enhancing
security, there was no finding of misappropriated or misallocated funds.

September 25, 2013

Sheryl S. Vittitoe, Vice President of Financial Services, Chief Financial Officer
(772) 462-7220

Miami Dade College (MDC)

The College will review its monitoring controls regarding data edited in the
Federal Central Processing System for potential deficiencies and will enhance
those controls where necessary and appropriate.

June 30, 2014

E.H. Levering, Senior Vice Provost & Chief Financial Officer
(305) 237-2389

Northwest Florida State College (NWFESC)

We have established a periodic review process to be conducted by the Dean of
Students to ensure effective access controls stay current within the Financial Aid
Office.

January 2014
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NWFSC Contact and
Telephone Number

PBSC Response and
Corrective Action Plan

Estimated Corrective
Action Date

PBSC Contact and
Telephone Number

Polk SC Response and
Corrective Action Plan

Estimated Corrective
Action Date

Polk SC Contact and
Telephone Number

SCF Response and
Corrective Action Plan

Estimated Corrective
Action Date

SCF Contact and
Telephone Number

SJRSC Response and
Corrective Action Plan

Estimated Corrective
Action Date

SJRSC Contact and
Telephone Number

SPC Response and
Corrective Action Plan

Estimated Corrective
Action Date

SPC Contact and
Telephone Number

Greg Eller, Chief Information Officer or
Dr. Sherry Aaker, Dean of Students
(850) 729-5232

Palm Beach State College (PBSC)

The College has reviewed and analyzed the findings of the Auditor General's
Office and has put into place appropriate and adequate controls to protect the
College and our students.

This was implemented immediately.

Richard Becker, VP Administration and Business Services
(561) 868-3137

Polk State College (Polk SC)

External controls have been developed as a means of monitoring employee
activities. Electronic reports have been written and are being run and reviewed
monthly by the Student Financial Services Quality Assurance and Compliance
Coordinator.

Corrected

Marcia M. Conliffe, Director of Student Financial Services
(863) 292-3680

State College of Florida, Manatee-Sarasota (SCF)

Staff have created a monthly report to verify exceptions in changes in overrides
and, changes in SAP status and changes in dependency status. Reports are
reviewed, changes are investigated, and changes are authorized by the Director
of Financial Aid. As well, beginning September 1, 2013, the Vice President for
Business and Administrative Services reviews and signs off on all exceptions.

March 2014

Julia M. Jakway
(941) 752-5326

St. Johns River State College (SJRSC)

The College is reviewing procedures for monitoring certain sensitive transactions.
The process will be improved to provide sufficient review of noted transaction
types and effectively identify problem entries.

6/30/14

Mike Hawkins, CIO
(386) 312-4134

St. Petersburqg College (SPC)

SPC will improve its IT monitoring controls by including activity report reviewers
who have no update access in the student financial aid system to ensure the
continued confidentiality, integrity, and availability of College data and IT
resources.

03/01/2014

Theresa K. Furnas
(727) 341-3329
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VC Response and
Corrective Action Plan

Estimated Corrective
Action Date

VC Contact and
Telephone Number

Valencia College (VC)

Valencia has reviewed procedures and identified practices to improve monitoring
controls while also remaining responsive to student needs for timely processing
of financial aid to support student enroliment cycles.

By June 1, 2014, procedures will be modified and reports created to monitor
processes on a regular basis.

Dr. Joyce Romano, Vice President for Student Affairs
(407) 582-3402
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State Educational Entity
Finding Type

Prior Year Finding

Finding

Criteria
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Effect

Recommendation

FAMU Response and
Corrective Action Plan

U.S. DEPARTMENT OF EDUCATION

2013-061
84.007, 84.063, and 84.268
Student Financial Assistance (SFA) Cluster
Federal Supplemental Education Opportunity Grants (FSEOG)
Federal Pell Grant Program (Pell)
Federal Direct Student Loan Program (FDSL)
Eligibility — Satisfactory Academic Progress (SAP)
Florida Agricultural and Mechanical University (FAMU)
Noncompliance
Questioned Costs — $17,050 ($1,500 FSEOG, $5,550 Pell, $5,500 FDSL
subsidized, $4,500 FDSL unsubsidized)
Report No. 2013-161, Finding No. FA 12-080

The institution’s policies and procedures were not always adequate to ensure
that students met SAP requirements and were eligible for Title IV Higher
Education Opportunity Act (HEOA) funds.

34 CFR 668.32 Student Eligibility — General
34 CFR 668.34 Satisfactory Progress
Federal Student Aid Handbook

Although the institution’s policies and procedures generally appeared to be in
compliance with Federal SAP requirements, we noted that 1 of 25 students
tested did not complete at least 67 percent of attempted hours as required. The
student received Title IV HEOA funds totaling $17,050 during the 2012-13 award
year for which they were not eligible. The student’s academic record began in
Fall 2008, and the student never met the 67 percent completion rate requirement
over 10 terms. Completion percentages ranged from a low of 20.8 percent to a
high of 60.7 percent completion rate for the Spring 2012 term evaluation for the
2012-13 award year. In response to our audit inquiry, the institution indicated
that while the student was placed on SAP probation, an approved appeal was not
available for this student. Absent appropriate documentation supporting the
institution’s decision to award Title IV HEOA funds, the student was not eligible
during the 2012-13 award year to receive a total of $17,050.

While the institution had revised its student financial assistance policies and
procedures to comply with Federal regulations, those policies and procedures
and Federal regulations were not always followed.

In the absence of adequate controls to ensure compliance with established
policies and procedures, and Federal SAP regulations, ineligible students may
receive Title IV HEOA funds.

The institution should continue to enhance its controls to ensure compliance with
its policies and procedures and Federal regulations. The institution should also
review SAP eligibility for all recipients of Title IV HEOA funds for the 2012-13
award year to determine if other ineligible students received Title IV HEOA funds
and return any additional funds, including the Title IV HEOA funds totaling
$17,050, for the student noted above, as applicable to the appropriate Federal
programs.

The University has enhanced the Satisfactory Academic Progress (SAP) policy
standards in accordance with the Department of Education's guidelines to
include a University SAP appeals committee with representation from Academic
Affairs and Student Affairs, revised the Academic Plan, and limited the number of
appeals that could be granted during a student's enrollment. The implementation
of the University's SAP policy and process was validated by an external agency
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during the Fall 2013 semester. Although the student in question did not have an
overall cumulative 67 percent at the end of the Spring 2012 semester, the
student did have a 75 percent completion rate for the 2011-2012 academic year
and 67 percent completion rate over multiple semesters, specifically Fall 2009,
Summer 2011 and Spring 2012. The student was approved under a
probationary status for the 2012-2013 academic year. Because the appeal form
was not available for review, the funds have subsequently been returned to the
Department of Education.

Estimated Corrective Fall 2013
Action Date

FAMU Contact and Lisa Stewart, Financial Aid Director
Telephone Number (850) 412-5278
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Recommendation

UCF Response and
Corrective Action Plan

U.S. DEPARTMENT OF EDUCATION

2013-062
84.063 and 84.268
Student Financial Assistance (SFA) Cluster
Federal Pell Grant Program (Pell)
Federal Direct Student Loan Program (FDSL)
Eligibility — Satisfactory Academic Progress (SAP)
University of Central Florida (UCF)
Noncompliance
Questioned Costs — $8,903 ($2,775 Pell, $2,723 FDSL subsidized, $3,405 FDSL
unsubsidized)

While the institution’s Satisfactory Academic Progress (SAP) policies and
procedures were in accordance with Federal regulations, institution personnel did
not consistently apply the institution’s SAP policy to all students.

34 CFR 668.32(f), Student Eligibility — General
34 CFR 668.34 Satisfactory Progress
Federal Student Aid Handbook

The institution’s SAP policy states that “A student must maintain SAP in a course
of study regardless of whether the student received financial aid or transferred in
from another institution.” Additionally, the SAP must include the student’s total
academic history and contain qualitative and quantitative measures of progress.
The quantitative measure of progress at the institution is that a student must
complete 70 percent of all credit hours attempted including transfer hours.

For 8 of 25 student SAP calculations tested, the attempted hours did not include
courses transferred in from another institution if the grades were W or I, or if it
was a repeat course. If these attempted hours had been included in the
calculation, 3 student calculations would have been affected and would not have
met SAP standards.

As a result, the 3 students were not placed on Financial Aid Warning at the end
of the semester for which they did not meet the standard. One student should
have been placed on SAP Cancellation status, since the student did not meet the
institution’s SAP standards for two semesters in a row and should not have
received $8,903 in Title IV Higher Education Opportunity Act (HEOA) funds.

While the institution had an established SAP policy, it did not have adequate
procedures in place to detect that the SAP calculation did not include all prior
institutional attempted hours.

In the absence of adequate controls to ensure compliance with established
policies and procedures and Federal SAP regulations, ineligible students may
receive Title IV HEOA funds.

The institution should enhance its procedures to ensure compliance with its SAP
policy. Additionally, the institution should perform a complete review of student
SAP eligibility for all students who previously attended another institution and
received Title IV HEOA funds during the 2012-13 award year to determine
whether other ineligible students received Title IV HEOA funds and return any
additional funds, including the Title IV HEOA funds totaling $8,903 for the student
noted above, to the applicable Federal programs.

As requested, we have reviewed the eight students identified during the audit
review that appear to have not been monitored correctly through the SAP
standards. During this review it was noted that not all attempted credit hours
were included in the SAP pace and maximum time frame calculations.
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Estimated Corrective
Action Date

UCF Contact and
Telephone Number

As recommended, we will perform a complete review of students’ SAP eligibility
for all students who previously attended another institution and received Title IV
funds during the 2012-13 award year at UCF. We anticipate this corrective action
to be completed by November 2014.

Federal regulations require that accepted transfer credit hours be included in the
SAP review. We are revising our SAP policy to meet this standard by reviewing a
student's total academic history (UCF, Advanced Placement, dual
enrollment/transient, and accepted transfer credit hours). This revision will align
our policy with our procedures. This policy revision will be effective for the
Summer 2014 SAP evaluation for summer financial aid eligibility.

November 2014

Alicia Keaton, Director of Student Financial Assistance
Office of Student Financial Assistance
(407) 823-2827
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Finding
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Condition

U.S. DEPARTMENT OF EDUCATION

2013-063
84.063 and 84.268
Student Financial Assistance (SFA) Cluster
Federal Pell Grant Program (Pell)
Federal Direct Student Loan Program (FDSL)
Eligibility — Satisfactory Academic Progress (SAP)
University of North Florida (UNF)
Noncompliance and Significant Deficiency
Questioned Cost — $4,125 ($375 Pell, $2,750 FDSL subsidized, $1,000 FDSL
unsubsidized)

The institution’'s SAP policies and procedures were not always adequate when
determining student eligibility and assessing SAP appeals, which could allow
ineligible students to receive Title IV Higher Education Opportunity Act (HEOA)
funds.

34 CFR 668.34 Satisfactory Progress
Federal Student Aid (FSA) Handbook

Although the institution’s procedures generally appeared to be in compliance with
Federal SAP requirements, our audit testing disclosed the following:

» Not all periods of the student’s enrollment were considered when assessing
student academic progress, such as periods in which the student did not
receive SFA funds, contrary to Federal regulations.

For 1 of 25 students tested who received Title IV HEOA funds during the
2012-13 fiscal year, the student was re-enrolled in good academic standing
and received $4,125 for the Fall 2012 term despite poor performance and
SAP deficiencies during the prior enroliments. The institution converted to
the Banner data system in 2005 and enrollments and SAP statuses of
inactive students at the time of the conversion were not transferred into the
student financial aid module of Banner. Consequently, a student’s entire
academic history was not always considered when assessing SAP during the
Fall term. Subsequent to audit inquiry, the $4,125 was returned to the
applicable Federal programs.

Beginning in the Spring term, the institution developed Banner reports to
identify students with prior enrollment hours. These students are now being
placed in a suspended/review status, unable to obtain student financial aid,
until a thorough manual SAP review of all academic activity is performed.

» The institution did not always notify students of both the qualitative (GPA)
and quantitative (pass rate and maximum timeframe) standards that affected
their eligibility to receive Title IV HEOA funds. For a student to be eligible,
they must be enrolled as a regular student working toward a degree or
certificate in an eligible program. To remain eligible, a student must make
SAP by maintaining a GPA of 2.0, achieving satisfactory grades in 67
percent of credit hours attempted (pass rate), and must not exceed 150
percent of credit hours required for their program of study or degree
(maximum timeframe).

For 5 of 25 students tested whose SAP determination resulted in a warning
or suspension for being over the 150 percent maximum timeframe, the
students were not notified when they also failed the GPA and/or the pass
rate requirements, contrary to Federal regulations. Of the 5 students, 2
appealed the 150 percent maximum timeframe suspensions, focused their
appeals on this deficiency, and were approved because the excess hours
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UNF Response and
Corrective Action Plan

Estimated Corrective
Action Date

UNF Contact and
Telephone Number

were attributed to transfer credits, rather than the multiple withdrawals and/or
failed classes. These students were placed on an academic plan or
graduation agreement, without due consideration of their past GPA or pass
rate deficiencies. Both of these students ultimately failed to meet these
agreements and their financial aid was subsequently suspended.

Prior to Spring 2013, the institution did not have a process in place to assess all
prior enrollment performances as the Banner financial aid module had
incomplete histories subsequent to its conversion in 2005.

Also, the Banner financial aid module was not programmed to identify students
who fail the GPA and pass rate requirements along with the 150 percent
maximum timeframe.

In the absence of adequate policies and procedures to ensure compliance with
Federal regulations, ineligible students may receive Title IV HEOA funds.

The institution should continue its efforts to identify students with prior
enrollments and SAP deficiencies prior to disbursing Title IV HEOA funds and
return funds, as applicable, to the appropriate Federal programs. Additionally,
the institution should revise its procedures to ensure students are notified of all
applicable SAP qualitative and quantitative deficiencies prior to approving an
academic plan or graduation agreement.

We concur with the finding. UNF recognized this issue prior to this year's audit
when finalizing procedures from the previous audit. UNF began reviewing
cumulative Satisfactory Academic Progress (SAP) standards in 2012. By
January 2013, UNF developed a series of Banner and COGNOS jobs to identify
students with legacy SAP codes in Banner, inactive students who have
re-activated applications, and students with prior academic history but no Banner
SAP status. The files are placed in an "Entire Review" (ER) status. The ER SAP
code prevents disbursement of Title IV aid. The students with an ER status are
manually reviewed at regular intervals each month, and placed in the appropriate
SAP status.

The student in question had prior academic history with no prior Banner SAP
status. This student had been out of school for 8 years, but re-enrolled prior to
the implementation of the jobs in January 2013.

All funds have been repaid to the appropriate programs.

In addition, Satisfactory Academic Progress notifications for 150% maximum
timeframe have been modified to include GPA and pass rate notification. This
change was made in Fall 2013, and was initially used for the Spring 2014 SAP
status run.

December 20, 2013

Anissa Agne, Director of Student Financial Aid
(904) 620-2681
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U.S. DEPARTMENT OF EDUCATION

2013-064

83.063

Student Financial Assistance (SFA) Cluster
Federal Pell Grant Program (Pell)

Eligibility — Satisfactory Academic Progress (SAP)

Florida State College at Jacksonville (FSCJ)

Noncompliance and Significant Deficiency

Questioned Costs — $3,666 Pell

The institution’s policies and procedures were not always adequate to ensure
that students met SAP requirements and were eligible for Title IV Higher
Education Opportunity Act (HEOA) funds.

34 CFR 668.34 Satisfactory Progress
Federal Student Aid Handbook

The institution’s SAP procedures generally appeared to be in compliance with
Federal regulations. However, for 3 of 29 students tested who received Title IV
HEOA funds during the Fall 2012 term, the institution awarded Pell grants
totaling $4,857 to students who were ineligible.

The Federal Student Aid Handbook states that a student who loses financial aid
eligibility for not making satisfactory progress cannot regain eligibility by either
paying for one’s classes or sitting out a semester, and that a "warning” status can
only be assigned to students who were making SAP (i.e., in good standing)
during the prior payment period. However, beginning in July 2011, an
administrative decision was made by the institution to bring students with a
previous SAP deficiency status (i.e., not in good standing), into the new SAP
methodology with a “warning” status to allow the student’s one term of aid to
bring their SAP status into “good standing” or appeal a suspension of aid.
Consequently, this allowed for the possibility of HEOA funds being paid to
students who did not meet Federal SAP requirements. Our test of 29 students
disclosed the following for 3 of the students:

» One student failed the annual SAP in Spring 2010, had an appeal denied in
August 2010, and aid was suspended effective for the Fall 2010 term. The
student re-enrolled during Spring term of 2011 but did not apply for, nor
receive, financial aid and did not achieve satisfactory academic standing.
The student next applied for aid for the Fall 2012 term and was placed in
“warning” status per the institution’s administrative decision rather than
bringing the “suspended” status forward from the 2010 denied appeal and
2011 and 2012 repeated SAP failures. As a result, the student received
$2,082 in Pell funds for the Fall 2012 term for which he was not eligible. The
institution subsequently returned $541 to the USED because the student
withdrew before the end of the term, leaving $1,541 of ineligible funds.

» The institution’s SAP policy includes remedial course hours in the
determination of a student's SAP except for excluding up to the first 30
remedial hours from the 150 percent maximum hour limit. One student’s
remedial hours were not correctly included in their SAP determination. When
the hours were included, the student was not eligible for $2,081 in Pell funds
received during the 2012 Fall and 2013 Spring terms. The institution
subsequently returned $463 to the USED because the student withdrew
before the end of each term, leaving $1,618 of ineligible funds.

» A student’'s SAP status is determined by a computer run as of a particular
date, and associated SAP history and calculation history screens reflect the
status on the date the SAP status program was run. The institution has
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FSCJ Response and
Corrective Action Plan

another SAP screen which is updated in real time for occurrences such as a
change in Program of Study or the issuance of a grade for previous
incomplete (1) or not reported (NR) grades. It is not unusual for this real time
screen to have a different SAP status for a student than the static SAP
history screens generated during the SAP run.

For one student, the SAP history screens indicated that the student was on
SAP probation during the 2011 Fall term as a result of an approved appeal
and in good SAP standing during the 2012 Spring and Summer terms.
However, our review and analysis of transcripts and review of the real-time
SAP status screen for the same period (printed in June 2013) indicated that
this student did not pass SAP during the Fall 2011 and Spring 2012 terms
and, consequently, was ineligible for $694 in Pell funds received during the
Fall 2012 term. The institution could not explain the different SAP
determinations between the SAP history run and the real-time SAP screen
other than to surmise that something must have changed in the student’s
grades since the original SAP run. However, we considered multiple
scenarios and none resulted in the student being eligible for SFA during the
Fall 2012 term. The institution subsequently returned $187 to the USED
because the student withdrew before the end of each term, leaving $507 of
ineligible funds.

The administrative decision to assign “warning” status to students with prior SAP
deficiencies, including suspensions of aid, is not consistent with Federal SAP
regulations. Additionally, the institution does not determine the SAP status for
inactive recipients of Federal aid, and applied a proposed policy change that
excluded remedial courses from the 67 percent pass rate calculation during
2012-13 award year prior to its approval in the 2013-14 award year.

In the absence of adequate policies and procedures to ensure compliance with
Federal regulations, ineligible students may receive Title IV HEOA funds.

The institution should enhance its procedures to ensure SAP determinations are
in compliance with Federal regulations, and enhance its procedures to accurately
identify prior SAP statuses and their effect on future SAP determinations. The
institution should also document to the USED the SAP eligibility of the 3 students
that received the questioned Pell funds totaling $3,666 or return such funds to
the Pell program. In addition, the institution should review SAP eligibility for
recipients of Title IV HEOA funds for the 2012-13 award year, as appropriate, to
determine whether other ineligible students received Title IV HEOA funds and
return any funds paid to other ineligible students to the applicable Federal
programs.

1. The Institution concurs that the first student was ineligible to receive the
$1541 in Pell grant funds that was disbursed to and retained by her during
the fall 2012 semester. Accordingly, the institution will return the $1541 in
Pell grant funds to the U.S. Department of Education.

2. Although the Institution is of the opinion the student was eligible for Pell
funds based upon an SAP evaluation performed on August 2, 2012, that
excluded prior remedial classes as permitted by the U.S. Department of
Education's 2012-13 Federal Student Aid Handbook in making the
guantitative SAP determination, the College will return the funds as
recommended above.

3. Although the Institution is of the opinion the student was eligible for Pell
funds based on an approved appeal in a prior term, the College will return
the funds as recommended above.

During the audit fieldwork the SAP APM was used as the sole reference for
institutional policy. In order for the financial aid office to be operationally nimble
and responsive it maintains departmental policies and procedures that reflect
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updates in processing. These updates are much like the Dear Colleague Letters
that the U.S. Department of Education issues while the Federal Handbook is
being updated. The APM review and approval process, while effective, is not as
nimble as is sometimes necessary for the financial aid office to implement
changes in Federal regulations and to enhance operational efficiency. As a
corrective action, the institution is reviewing the process used to update those
APMs that govern financial aid policies.

The institution has and will continue to enhance and strengthen its policies and
procedures in order to comply with Federal regulations to prevent Title IV funds
from being disbursed to ineligible students. The institution will also undertake a
review of a statistical sample, not to exceed 100 files, of Title IV recipients for the
audit period. The institution will report its findings to the U.S. Department of
Education and act promptly on any recommendations.

Dr. Judith Bilsky
(904) 632-3105
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U.S. DEPARTMENT OF EDUCATION

2013-065
84.007, 84.063, and 84.268
Student Financial Assistance (SFA) Cluster
Federal Supplemental Education Opportunity Grants (FSEOG)
Federal Pell Grant Program (Pell)
Federal Direct Student Loan Program (FDSL)
Eligibility — Satisfactory Academic Progress (SAP)
Northwest Florida State College (NWFSC)
Noncompliance
Questioned Costs — $26,726 (FSEOG $200, Pell $ 21,276, FDSL unsubsidized
$5,250)
Report No. 2013-161, Finding No. FA 12-084

The institution’s SAP Committee appeal determinations were not always
adequately documented and in accordance with Federal SAP standards, and
may have resulted in students receiving Title IV Higher Education Opportunity
Act (HEOA) funds for which they were not eligible.

34 CFR 668.32 Student Eligibility — General
34 CFR 668.34 Satisfactory Progress
Federal Student Aid Handbook

Federal regulations provide that an institution can have financial aid probation in
its SAP policy if, after the initial warning, SAP is still not met. The regulations
further provide that when a student loses Title IV HEOA fund eligibility due to
failed SAP (i.e., warning or subsequent probations) the student may appeal on
the basis of injury or illness, the death of a relative, or other special
circumstances. The institution’s policy provides that students can appeal their
failure to meet the standards of academic program for financial aid if unusual and
mitigating circumstances exist. Unusual and mitigating circumstances include,
but are not limited to, a death in the student’'s family, medical condition,
hospitalization, documented emotional distress, or other situations beyond the
student’s control. The institution’s appeal form requires written documentation
supporting the reasons for an appeal.

In our report No. 2013-161, we noted that the institution’s SAP Committee appeal
determinations were based primarily on academic progress rather than all
elements of the Federal SAP standards, which may have resulted in students
receiving Title IV HEOA funds for which they were not eligible. The institution had
initiated a comprehensive review of the 2011-12 award year appeals and is in the
process of evaluating the review and determining the amount of Title IV HEOA
funds to be returned. In addition, the institution was waiting for final resolution
with the USED.

Our test of SAP procedures implemented by the institution for the 2012-13 award
year disclosed that of the 25 students tested, Title IV HEOA funds totaling
$26,726 were awarded to 8 students who were ineligible to receive Title IV
HEOA funds based on Federal regulations. Specifically, we noted the following:

» Appeal requests for these 8 students did not clearly identify the special
circumstance, or did not provide adequate documentation to support a
special circumstance, as follows:

o Appeal requests for 3 students were approved based on old grades and
maturity shown by time or major changes in life. However, only student
transcripts were provided as supporting documentation for the appeal
requests.
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e Appeal requests for 3 students were approved based on family issues
such as being a single parent. While family issues may affect academic
progress, it was not documented how these circumstances were any
different from circumstances noted for other student appeal requests
which were denied for having no basis for appeal. Supporting
documentation consisted of only a copy of divorce papers, a note from a
parent indicating that the student was a single mother and had a difficult
life, and the student’s transcript.

e Appeal requests for 2 students were approved based on medical issues.
However, supporting documentation consisted of only a medical
professional note dated in 2005 that related to prior medical issues
instead of documentation related to the more current medical issues
noted in the appeal request and a note from the student’s parent instead
of a medical professional.

» Federal regulations require academic plans to be developed for students
who do not meet SAP after being placed on probation. The academic plans
must be developed to ensure the students can meet SAP by a specific point
in time. The Institution’s policies provide that the academic plans become
the core of approved appeals. In addition, the institution’s SFA office notifies
the students that they will not award financial aid until the students sign and
return their academic plans. However, we noted that the institution had
awarded and disbursed Title IV HEOA funds to 4 students prior to the
students agreeing to the terms of their academic plans. Two of the students
signed and returned their academic plans to the institution 15 to 43 days
after Title IV HEOA funds were disbursed to the students. The remaining
two students never returned their academic plans and the institution had to
return the disbursed Title IV HEOA funds to the applicable Title IV HEOA
programs.

» For 2 students, the institution did not properly deny SFA when the student
failed to meet the terms of their academic plan and did not appeal to change
the terms of the academic plans.

The institution’s SAP Committee’s appeal determinations were not always
adequately documented and in accordance with Federal SAP standards.

In the absence of adherence to Federal regulations, ineligible students may have
received Title IV HEOA funds.

The institution should complete its resolution with the USED and return Title IV
HEOA funds based on the institution’s comprehensive review of SAP appeals for
the 2011-12 academic year. The institution should also review SAP eligibility for
all recipients of Title IV HEOA funds for the 2012-13 award year to determine
whether other ineligible students received Title IV HEOA funds and return any
additional funds to the appropriate Federal programs, including the $26,726 for
the 8 students noted above.

The College has reviewed the eight appeals the auditor questioned, and has
discussed each with the auditor. We have simply not been able to come to an
agreement with the auditor as to the definition of “special circumstance” and
“adequate documentation.” We will review each of the questioned appeals with
the Office of Federal Student Aid (FSA), and remit any Title IV HEOA funds
determined to be awarded in error.

As noted by the auditor, the College’s policy is to not disburse financial aid until
the students sign and return their academic plans. In the future, the Student
Financial Aid Office will ensure that the policy is more strictly followed.

The College will return the Title IV HEOA funds awarded to the two students who
failed to meet the terms of their academic plans.
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March 2014

Mrs. Pat Bennett, Director of Financial Aid
Dr. Sherry Aaker, Dean of Students

(850) 729-5323
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U.S. DEPARTMENT OF EDUCATION

2013-066

Various

Student Financial Assistance (SFA) Cluster
Eligibility — Satisfactory Academic Progress (SAP)
Valencia College (VC)

Noncompliance

The institution did not consistently apply its Satisfactory Academic Progress
(SAP) policy to all students, which could result in students receiving Title IV
Higher Education Opportunity Act (HEOA) funds for which they are not eligible.

34 CFR 668.32(f), Student Eligibility — General

The institution’s SAP policy states that “SAP standards are calculated using the
cumulative GPA and cumulative completion rate.” Additionally, students must
maintain an overall GPA of 2.0 or higher, an institution GPA of 2.0 or higher after
they have attempted 24 credit hours, and a completion rate of 67 percent or
more. Credits evaluated will include credits attempted at the institution, transfer
credits accepted by the institution, and courses funded through a consortium
agreement.

Contrary to institution policy, for transfer credits, the attempted hours in the SAP
calculation did not include transfer credits accepted by the institution. If these
attempted hours were included in the calculation, 9 of the 30 students’ SAP
calculations tested would be affected. However, for these 9 students,
recalculations did not affect their eligibility for Title IV HEOA funds after including
attempted hours for accepted transfer credits.

A similar finding was noted by the USED during a program review in
September 2013. The USED required the institution to review all students with
advance or transfer credits who received Title IV aid during the 2011-12 and
2012-13 award years and, if Title IV aid was disbursed to students who did not
meet SAP, those funds are to be reported as ineligible to the USED.

While the institution had an established SAP policy, it did not have adequate
procedures to detect that the SAP calculation did not include all prior institutional
attempted hours.

The institution may have disbursed Title IV HEOA funds to ineligible students.

The institution should enhance its procedures to ensure compliance with its SAP
policy.

Valencia has revised processes to include CLEP, AP and Military credit into the
attempted hours for calculation in SAP. These credits are now included in
attempted and completed credits so the SAP percentage of completion
calculation is accurate.

November 2013

Christen Christensen, Director of Financial Aid
(407) 582-1458
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U.S. DEPARTMENT OF EDUCATION

2013-067
84.063
Student Financial Assistance (SFA) Cluster
Federal Pell Grant Program (Pell)
Reporting — Common Origination and Disbursement System (COD)
North Florida Community College (NFCC)
Noncompliance
Report No. 2013-161, Finding No. FA 12-086

Pell disbursement dates and amounts in the institution’s records did not always
agree with the USED Common Origination and Disbursement (COD) System’s
disbursement dates, contrary to USED regulations and technical references.

34 CFR 690.83, Submission of Reports
COD Technical Reference

The USED COD System is a streamlined method for processing, storing, and
reconciling Federal Pell Grant financial aid information. The COD Technical
Reference defines the disbursement date as the date cash was credited to the
student’s account or paid to the student directly.

Our test of 10 students from our test of withdrawals who received Pell awards
disclosed differences in disbursement dates reported in the COD System. For
6 of the 10 students tested, the disbursement dates in the COD System were
incorrectly reported by the institution. The disbursement dates reported in the
COD System ranged from 72 days before to 56 days after the actual
disbursement dates.

The date posted to the COD System as the disbursement date was generally not
the disbursement date but the date the award was calculated by the institution.
Institutional personnel indicated that prior to the completion of the 2012-13 fiscal
year, the institution’s information technology department implemented program
changes that will provide for the proper reporting of disbursement dates in the
COD System during the 2013-14 fiscal year.

Inaccuracies of student information in the COD System increase the risk that
students may not receive the correct amount of Title IV HEOA funds to which
they are entitled, and the level of Pell authorization for an institution is affected by
the accuracy with which the Pell information is reported in the COD System.

The institution should continue its efforts to ensure that information provided to
the USED through the COD System is accurate.

Based on the suggestion from the U.S. Department of Education, for 2012-2013,
IT provided programmatic changes adjusting disbursement dates to that covered
in policy, allowing awards and adjustments to award amounts to be timely
reported to COD. For 2013-2014, IT has provided programmatic changes which
allow actual disbursements to be indicated in our internal data files and
accurately reported to COD. The necessary changes were final on
June 20, 2013.

September 13, 2013, utilized for the first data submission to the Common
Origination and Disbursement website of the U.S. Department of Education.

Amelia Mulkey, Dean of Administrative Services
(850) 973-1604
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U.S. DEPARTMENT OF EDUCATION

2013-068
84.063 and 84.268
Student Financial Assistance (SFA) Cluster
Federal Pell Grant Program (Pell)
Federal Direct Student Loan Program (FDSL)
Special Tests and Provisions — Return of Title IV Higher Education Opportunity
Act (HEOA) Funds — Official Withdrawals
Valencia College (VC)
Noncompliance
Questioned Costs — $1,680.41 ($271.80 Pell, $83.93 FDSL subsidized,
$1,324.68 FDSL unsubsidized)

The institution did not always determine the correct withdrawal date for
calculating and timely returning Title IV HEOA funds to applicable Federal
programs for students who officially withdrew.

34 CFR 668.22, Treatment of Title IV Funds When a Student Withdraws

For 9 of 20 students tested who officially withdrew and received Title IV HEOA
funds during the Fall 2012 and Spring 2013 terms, we noted the following:

» For 8 students, the institution did not timely return funds totaling $1,553.27
($271.80 Pell, $83.93 FDSL subsidized, $1,197.54 FDSL unsubsidized).
The funds were returned from 9 to 80 days late.

» For 1 student, the institution used an inaccurate withdrawal date when
calculating the return, which resulted in the institution returning $127.14 less
than it should have (FDSL unsubsidized). Subsequent to audit inquiry, the
funds were returned 134 days late.

The institution relied on faculty to provide accurate and timely last dates of
attendance at an academic related activity to determine the student’s withdrawal
date, and institution procedures were not adequate to ensure that the last date of
attendance was timely provided to ensure the accurate calculation and timely
return of unearned funds.

When returns are not accurate and timely, the institution retains unearned Title IV
HEOA funds that should be returned to applicable Federal programs.

The institution should enhance its procedures to ensure that instructional
personnel timely input accurate withdrawal information to ensure the accurate
calculation and timely return of unearned Title IV HEOA funds to applicable
Federal programs. Further, a review of official withdrawals during the 2012-13
fiscal year