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AGENDA
JOINT LEGISLATIVE AUDITING COMMITTEE

DATE:  Monday, March 9, 2009
TIME: 4:00 p.m. to 6:00 p.m,
PLACE: Room 309 Capitol
MEMBERS: Senator Alex Diaz de la Portilla, Chair
Representative Marti Coley, Alternating Chair

Senator Larcenia J. Bullard Representative Joseph Abruzzo

Senator Andy Gardiner Representative Charles McBurney
Senator Jeremy Ring Representative Scott Randolph
Senator Stephen R. Wise Representative Ron Schultz

1.  Reappoiniment of Gary R, Vanlandingham, Ph.D., Director, Office of
Program Policy Analysis and Government Accountability (OPPAGA)
pursuant to Joint Rule 4,1(7)

2. Continuation of discussion concerning local governmental entities that
have not filed their annual financial reports as required by Section
218.32, F.S., and audit reports as required by Section 218.39, F.5.

3. Request by Senator Charles S, Dean for an Auditor General audit
concerning the Citrus Memorial Hospital Board created by Special Act
of the Legislature.

4. Presentation and discussion of Auditor General Report 2009-102,
Citizens Property insurance Corporation - Operationat Audit

5. Other Committee business
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The Florida Legislature

OFFICE OF PROGRAM POLICY ANALYSIS AND
GOVERNMENT ACCOUNTABILITY

RESEARCH MEMORANDUM

Fiscal Impact of OPPAGA. Recommendations
1998-2009

March 3, 2009

As requested, this memo provides information on the potential and realized fiscal wmpact of
OPPAGA recommendations during my tenure as Director (2003 through the present) and the
preceding five years (1998 through 2002). During the entire period, OPPAGA’s published
reports included policy options and recommendations with a total potential fiscal impact of §2.2
billion, of which $791 million has been proposed dwring my tenure as Director (see
Attachment A). Since 1998, the state has saved 3857 million by adopting policy options and
recommiendations from OPPAGA’s reports, of which $362 million has been saved during my
tenure (see Attachment B). Additional savings and avoided costs totaling $1.4 billion have been
realized during my tenure through implementation of policy options proposed in other OPPAGA
products I{rasearch memoranda and Sharpening the Pencil and performance reviews of school
districts).

OPPAGA research projects are directed by the Legislature

Whenever possible, OPPAGA. studics include a focus on identifying potential savings that can be
attained through streamlining program operations and/or discontinuing activities that provide
limited value for taxpayers. All OPPAGA research projects are initiated through legisiative
directives, including provisions of bills and appropriations proviso enacted durtng legislative
scssions and requests approved by the Joint Legislative Auditing Committes or legislative
teadcrship. OPPAGA generally provides its findings and recommendations in response to these
directives through published reports that are distributed to all legislators, relevant legislative
staff, and the mediz. In addition, OPPAGA is frequently asked by legislators, leadership, and
authorized commiites staff to research issues of curment concern and we generally provide the
requested information through tesearch memoranda that are given to the requesting member and
Jegislative leadership; at times we provide the requested information in other formats. 2

! Sharpening the Peact! and perfrmance reviews of schoel disirioty wers funded between 1993 and 2003 and wen: sodueted in 30 of the state"s
&7 school distriets during thiz period. Somes af these stadics wers conducted by consalbents wider comtracks managed by OPPAGA, and other
studies were conducted by OFPAGA, staff

* For example, EPAGA has recenthy worked with the Senats and Fonse appropriaticas committzes to develog 2 spreadshest whish ideatifies
and pofiles aif actévities funded in sucl 2ge0sy’s appropsalion base budages, fnsluding date on the statutosy authorzation aod funding level for
cach activity, available umit cost date, and relevant QFPAGA and Auditor General findings, OPPAGA plans i maintain this base hudger data
within the Flarida Government Accountability Beport {FGAR) to pravide fagisiato with corlibing aecess o this intormation for forure bedget
deliberaticas.

Crary B VenLandingham, PhD., Diector

111 West badison Stneel m Room 312 w Claude Pepper Bui[ljiﬂé m Tuliahassee, Florida 32399-1473
BI30ARR-0021 m FAX S30M487-0083 '
e GpEaga. state, 1.1
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RE: Fiscal Impact of OPPAGA Recommendations 1998-2009
Date: March 3, 2009
Page 2

OPPAGA also provides research support services to the Joint Legislative Sunset Commiittee as
directed by statute to assist in its sunset reviews of state agencies and their programs; our
findings apd recommendations are provided through research memoranda provided to the
Committce and legislative leadership. )

The scope of each OPPAGA. project is determined by the specific lepislative request and vanes
greatly. For example, among the projects directed in 2008, we were mandated to examine the
feasibility of creating a universal free breakfast program for all public schonl students; evaluate
the effectiveness of pretrial release programs administered by judicial circuits; assess the
comtimued need for the Pinellas Park Water Management District; and review the Corporate
Income Tax Credit Scholarship Program and its impact on the state budget. Our annual Business
Plan, provided to leadership and all legislators each June, identifies the research projects that
OPPAGA has been directed to undertake as of that date (See Attachment C for the 2008 Business
Plan, which shows the range of issues OPPAGA was directed to examine during Fiscal Year
2008-09). The projects listed in the plan are regularly supplemented throughout the year as
additional studies are directed by leadership and the Joint Legislative Auditing Commitiee.”

OPPAGA smdies place an emphasis on identifying policy options that can produce savings. For
example, OPPAGA recently reported that legislative appropriations for high school acceleration
programs substantially exceed school districts” costs for providing these classes, and we
provided options the Legislature could use to reduce this annnal appropriation by between $25
mitlion and $30 million, depending on the option implemented (Report No. 09-12). We also
recently reported that the Legislature could downsize the stae’s Executive Aircraft Pool to save
up to $1.8 million amnually (Report No. 08-57). OPPAGA’s research memoranda also
frequently identify cost savings and avoidance opportunitics. For example, a Jannary 2009
research memorandum assessed the Department of Education’s budget request for school district
capital outlay funds to mect the Class Size Amendment requirements. The memorandum
concluded that the depariment’s Tequest substantially overstates funding needs, and that the
Legisiature could meet the Class Size Amendment requirement throuch an appropriation of
S§16,000 rather than the $284.7 million requested by the department, 2 cost avoidance of $283.6
million.

While OPPAGA generally does not assess revenue options, we have done so in two areas per
legislative direction. First, when cxamining regulatory programs, we determine whether they are
self-suppotting through user fees as required by Ch. 2006-93, Laws af Floridg, if the programs
arc not self-supporting, we generally identify options for beth modifying user fees to cover
program costs and reducing program activity levels to those supported by existing fess. Second,
the Joint Legislative Auditing Committec has annually directed OPPAGA to identify
opportunities to enhance the eaming capacity of the Florida Lottery; our reports have
correspondingly identified options for expanding Lottery games to maximize its transfers to the
' Educational Enhancement Trust Fund.

3 The gprwal busingss plan does nof Bex projects tut OPPACHA condusts (o Semislators aned comanittess Ll result in research memeranda.
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RE: Fiscal Tmpact of OPPAGA Recommendations 1998-2009
Date: March 5, 20006
Page 3

OPPAGA’s published reports have identificd policy options with a potential
fiscal impact totaling $2.2 billion since 1998

OPPAGA regularly provides the Legislature with summary information on its recomuncndations.
As directed by Joint Rule 6 of the Joint Rules of the Florida Legislature, OPPAGA annually

publishes an anmotated listing of statutory and fiscal changes recommended by the office, which

is provided to each legislator and committee in December of each year. The annotated listing
includes all recommendations with fiscal impact proposed in OPPAGA reports during the year,
as well as recommendations made in prior years that we believe merit ongoing legslative
consideration. Atftachment A updates this listing with those recommendations issued after
November 2008,

There are several important factors to consider when identifying the total potential fiscal impact
of OPPAGA’s recommendations. First, our reports often provide a range of policy altcmatives
for the Legislature to consider and the fiscal impact associated with each alternative. As some
altematives are mutually exclusive, it is not appropriate to simply add the fiscal impact of all
alterpatives. As an example, OPPAGA’s 2008 Sunset Review memorandum on the Department
of Environmental Regulation’s recreational programs identified a range of policy options the

- Legislature could consider for the program. These options ranged from continuing to purchase
new recreational kands, to suspending new land purchases for a year, to selling these state-owned
lands that have low visitation, are costly to maintain, and/or have low recreatiomal, cultural, or
environmental value. The memorandum identified the fiscal impact of each alternative to help
inform the Legislature’s policy choice.

in addition, OPPAGA has at times assessed policy options in multiple reports to provide updated
information to the Legislantre. For example, the Joint Legislative Auditing Commitiee has
directed OPPAGA to annually review the Florida Lottery and identify options for maximizing
Lottery revenues. OPPAGA’s annual reports assess a wide range of alternatives such as
authorizing video lottery terminals, which would generate substantial revennes but also expand
legalized gambling and produce substantial social costs. Each year’s report provides updated
estimates of the fiscal impact of these policy options. Summing the fiscal impact of alternatives
identified in muliiple years would overstate the potential fiscal impact of these actions. B

Also, OPPAGA’s teports provide thc estimated fiscal impact of policy options based on
conditions that existed when the research was done. As these conditions can change over me,
the fiscal impact of the policy options can also change, particularly 1f several years have elapsed
since a report was issued,  Caution thus needs to be exerciscd when assuming that the level of
potential savings identificd in an older report can be realized at the current time. However, as
requested, OPPAGA provides updated fiscal impact estimates when the Legislature has
expressed interest in purswing such recommendations m subsequent years.

As shown in Fxhibit 1, OPPAGA reports {rom 1998 through the present have inchuided
recommendations that have a potential total fiscal impact of $2.2 billion, of which 5721 million
has been identified during my tonure as Dircctor. Approximately one-quarter of the potential
fiscal impact represents general tevenue funds. with the remainder representing various trust
finds. During my tenure, OPPAGA has placed a higher prionty in identifying potenhal general
revenue savings, and of atl the potential general revenue savings, 60% have been identifted
during this period.

b
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RE: Fiscal Impact of OPPAGA Recommendations 1998-2002
Date: March 3, 2009
Page 4

Exhibit 1 .
Published OPPAGA Reports Have ldenfified Policy Options with a Potential Hscal Impact of Qver $2.2
Billion Since 1998 .

: gl
Gererdl Bevenue B2, 206,205 5343 317,657 5555523 B42
Trrst Funds . $1,135,011,783 S448.045.421 S1.536,058 204
TOTAL $1,410,217 SRS §791,361 458 §2 201,574 046

Source; OPPAGA analysis.

In addition, OPPAGA’s other research products have identified and assessed policy options with

a potential fiscal impact of $12.5 billion.*

Realized savings from OPPAGA’s reports fotal almost 3857 million since 1998

While there are several constraints in identifying the savings that have been achieved through
implementation of OPPAGA recommendations, available mformation indicates that these
savines have totaled approximately $857 million for recommendations made in published reports
since 1998, ' '

There are several caveats in identifying the fiscal impact of OPPAGA’s work. Most importantly,
we do not have complete information on the status of all recommendations. We frack
tmplementation of most recommendations for only two years, which is the time period typically
covered by progress reports that we issue as required by s. 11.516), Florida Statutes, to inform
the Legislature of the status of issues addressed in our original published reports. Progress
reports issued in 2008 found that the Legislature and agencies had implemented 72% of
OPPAGA’s recommendations within this time period.” However, we know that Implementation
of Tecommendations tends to increase over time as the Legislaure considers the options in
subsequent sessions and agencies have more time to implement recemmended management
actions. As a result, progress report data tends to understate total savings achieved pver time.
Also. we typically do mnot track implementation of policy options proposed in research

memoranda, which are not subject to the provisions of s. 11.51(6), Florida Stafutes, and we have '

limited information on the savings realized through the Sharpening the Pencil reviews of school
districts.® Thus, the data provided in Exhibit 2 relates only to recommendations provided in
published OPPAGA reports.

In some cases, it is relatively easy to calculate the fiscal impact achicved from OPPAGA.
recommendations. For example, the 2008 Legistature adopted an OPPAGA recommendation to
climinate the Return for Transfers of Interest in Real Property Form which was ftended to
provide the Department of Revenue with property taX sales duta for its analysis of county tax
rolls. OPPAGA had reporied that this form was of litle use to the department because the

4 This includes §5.6 billion in policy options propezed in rescarch memorands; 1.5 billion in pofiey options prapasee in Sunszt Review
memerasda SR millicn in policy options propossd in Sharpening fhe Percil reviews of scheal districts, and $4 % pidlion m policy cpticns
proposed in research memosanda for approptiations committeds.

¥ Section 13.51(0), FL.5., raquirss agenoies (6 feport the smoes of rocommendations within 18 months of release of an OFPAGA repart, and we
subsaquently igue proeress reports 1o indom the Legislatuze of the stans of issues discussed i eer initial report.

% As provided by Jaw, OFPAGA canducted follow-up studies 1o gauge implementatian of reconumendations in enby en of diese distrcns, wikeh
had voted to pursne state designation a5 adopling the smm's Sesd Finansial Management Pracrices. Thase digteicrs reported achieving 3792
milliun i1 sa¥ings. ]
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RE: Fiscal Impact of OPPAGA Reconunendations 1995-2009
Drate: Warch 5, 2009
Page 5

information was often unreliable andior incomplete and was available elsewhere. The
Lecislature in Ch. 2008-24, Laws of Florida, climinated use of the Retum for Transfers of
Interest in Real Property Form, and .the Febrmary 2008 Revenue Estimating Conference
determined this action would increasc staté annual documentary stamp tax revenues by $11.5
million and reduce Department of Revenue recurring general evenue expenses by $35,000.7

In other cases, it is harder to estimate savings from implemented recommendations. For
example, Senate Bill 1908, enacted by the 2008 Legislatuwe, mnplemented several OPPAGA
recommendations fo reduce the need for higher education remediation by requiring high schools
to evaluate students for college readiness and to provide remedial instruction before students
araduate from high school. Our 2006 report (Report No. 06-40) found that 78% of students
attending community colleges and 10% of students attending public universities required
remediation at a cost of $118.3 miltion during 2004-05. While the Legislature’s actions will help
to substantially reduce college remediation expenses, we cannot estimate aniual realized savings
without conducting an extensive analysis of college transcripts of future students to determine
how remediation needs and costs are changed over time.

Finally, as noted above, in many cases OPPAGA reports provide a range of policy options and
their potential cost savings, and the Legislature chooses to adopt serme but not all of these steps.
Accordingly, only a portion of the total potential savings is achieved. It is also imnportant 10
recognize that policy options often arc generated from muthiple sources. Accordingly, 1t would
be incotrect to presume complete causality and that no legislative action would have occurred if
OPPAGA had not assessed and presented the policy options. ‘

As shown in the table below, identified savings that have been achieved through implementation
of recommendations made in OPPAGA’s published reports total approximately $857 million
since 1998. Most (66%) of this amount was saved during my tenure as Director; realized savings
during my tenure represent 71% of the total potential fiscal impact identified in Teports dunng
this peried.

Exhibit 2

implemented OPPAGA Recommendations Have Produced $857 Millicn in Savings Since 1598
SRR e agp 0001 2008 10 Present | ot
(eneral Revenue 132,594,314 $171,934,217 $304,528,531

Trust Funds 161,936,443 300,450 998 552,415,496 i
TOTAL $294,532,762 562,415,215 T 556,047,877

Source; DOPPAGA analysis.

In addition, available inlormation indicates that implementation of policy options identified and
assessed in OPPAGA’s other research products have resulted in savings and cost avoidances of
S1.4 billion® However, we do not have information on the implementation of budget reduction
alternatives identified by OPPAGA during Special Session 2009A.

* T eollectors formerly retained 1% of documentary stamp revenues ta cover their c0sts of prosessing the fotins; diese funds will insized be
smbmined 1o the state wmd be availaste for olther uses,

& This includes 3133 billion i cost savings and svoidances achieved theovsh implementation of poliey options identifed and 2ssessed in
ee3carch memaranda (with reduction in the fevel of appropriztions needed bo rect Class Sier Amendment requirsments the Lergest iem n This
catepory), 55.55 million in cost savings and svoidances achicved throush imalementetiog af policy options identfisd and annemsed i Sunset
Review memeranda, and $79235 million in savings eeporeed Iy scheel dgaricts through adaption of Sharpening e Pencll revisws,

T T



RE: Fiscal Impact of OPPAGA Recommendations 1998-2009
Date: March 3, 2009
Page 6

The largest cost savings achieved over this period from implemented OPPAGA
recommendations was to modify the Medicaid preferred drug list, which included cost-effective
therapeutic options, step therapies, and prior authonzations of drugs not on the prefarred list;
adopting this recommendation in 2003 produced $292 million in recurring savings. Another
recent implemented recommendation occtrred in January 2009 when the Florida Lottery joined
the multi-state Power Ball game; this policy option had been propesed for several years
OPPAGA’s annual repori on opportunities to increase the Lottery’s earning potential. The
Office of Economic and Demographic Research estimated that joining Power Ball will mercase
Lottery transfers to the Educational Enhancement Trust Fund by $85.5 million annually.

Attachment B lists the implemented OPPAGA recommendations and policy options and their
related fiscal impact.

ST IImE



Aftachmernt A

OPPAGA Policy Options with Fiscal Impact That Could be Considered by the 2009

Legislature

Policy Area/Recommendati
© Crmingl Justee. i ;

il 2 Annual Fees/ ., One=Tims
.. Revenue :

: Fiscal Imipact.

I
R

Sax Offender Address Verfioalion. To redute costs, the Florida Department af Law Erforcement
could lirmit its addeess vesifisation miailing to those local law erforcement agencies that request it
tn aliminate duplicatian and redizce costs in his process. Reoort Mo, 0560

$10,800 |

Community-Based Programs for Definguent Girls. Tha Legislature ould esteblish thres aclditianal
pilat pragrams for gisls, inctuding Family integrated Transitions, a joint praject betwesn PACE and
Dialectical Bahavior Therapy, and an intensive MST Mental HeaithMST-Children of Abuse and
Maglact praject. Whan 47 becs that ane na longet needed after implementation of these programs
arz cit, the potental ¢ost avoidancs is $1,863,900, ths alternative program cost is 51,282,083,
and net cost savings is 5571,815. Report No. 08-41 highlights the intensive MET Memal -
Heatth/MST-Childzen of Abuse and Neghect praject as a priority to mees current departmintal
sipeds, 7 Rediection ware 1o be expanded. Costs to servs 24 gins in this priority program are
esfirnatad at 344,080, and projscted o5t savings for this porten of the recammendation ars
anpreximately $300,G00 when campared 10 residential cemmigment. Report Mo 05-13;

Repoit Mo, 08-24; Report Mo, 05-41

Restore Redirection Frogram Funding. The Eegislature coidd consides restering funding for the
Radireciion Program that was lost in the 2008 budget suts, if resources permit. This wionld
sriabia $he program to serve an additional 184 youih in countiag th2t have a Redirection Program
ang result it an znnual potectial cost savings of 52.1 million, Baport Mo, 08-41

$571,815 ¢

82073186

Expand Redirection in Underserved Countles. The Legislsture could expand the Redirection
Program ime countiss currently underserved by Redirestion. This would allgw the program 1
sgeve 350 youth in fadiional Rediresfion and provids transition and attercars sarvices in
parinership with residertial programs for another 130 youth #om tose counties curmently in
residential programs; the pofemial cost avoidance would be 54,1 milion. Report Ko, 03-41

4,053140

Expand Redirection for Gang-fnvolved Youth. The Legisiature could xpand the Redirection
Program to seeve 576 gang-invalved youth before hey reach the point of being efigible for a
residential cosmnitment program. This could potentially 2vaid annual costs of S342 761,
Renort Mo, 08-41

342,781

“Econorni; DA, EXToT, A TSRt

.
N

Commission Public Retations and Outreach Activities, The Legislsture could reduce funcing for

qublic relations and outrezch activides in the Fish zne Wildlife Gonservation Commission's Office
af the Executive Director and aliminats funding for the Florkda Wildize Magazine,
Regort Mo, 05-73

503,548

" Commission Public Belations and Ourtreach $iaff. The Lepislaiure could rechice the staffing fer
the Tish and Wildits Conservation Commission's publs telations and outrzach actividzs.
Raprrt Mo, 98-73

$415,583 !

Right-uf-Way Contemnaiion Cases. The Leaislatire eould reiam the process used in
transportaSon right-oi-way condemnaten cases to imit paymends for landowners” [fEgatan costs
and business damages and being Florida's pracess eieser to thatusse Dy ofher stees.

Fepoi Wo. 9%-02: Report Mo, 05-4¢; Repar: Mo, CB-18

$20,000,400

Overweight Motor Sarer Fines. To ceter comemaraial motor carrisrs from deline rataly overloading
vahicles and ensiire that those why overad pay their f2ir share of state road resurizcing costs,
the Legistature eotld revise 5. 315.545, £5, to establish higher and graduated penalties for
welight vizlztions, The Lecislature could also reviss 5. 316.945, £.5., 1 provide for ingreasingly
highar penaities for thosz offenders wha sra caught a second and third time violating the statz’s
weight limTations, Report Mo, 95-85; Repad Mo, 01:4%

$33,000 202

tdarch 2009 CIPPAGA capons describing these secommendations can be found =t our wehsite - www opoaca st 11 s

Page 1
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Policy:Area/Recommendation ::

Annue] Feos/ - One-Time. .
A : i Revenug - Fiscal Impact
Chapter 2006-98, £aws of forids, Expesses the Legiskituie’s inten: that fees eharged By stai ageincies for pioviding 2 regiliatory Servce af’.

regulating & profession ar buginess cover the costs of the regalatoey service o oversight. The Jasw renuires that each st agency anfiually eview s .

tags through the Legistative Budgat Request process and that the Legislatins seview the regulatny fee Srictime for 2l businesses and professions ai'-

least once gvery e years. The ienplemesrztion status of the rgl_::_ummendaﬂun fisted belaw may be affectzd a5 agencies and ¥

»

a8 [eviEws, :

e Legislature concuct

Moter Vehicle Dealer and Manufacturer Fees. Comnpliance and ensoroement agdvities such as i
licensing moker vehicie dealsrs and manufacturers, conducting rebuitt motor yanicle

insp2ctions, and VIK identificztion, ane nat seit-guffizient and murst be subsidized by vebicle
renistration and file fees. Increasing fees to the entties or individuals beirg regulated would

$2.500,000 |

efiminate the neet t be subsidized by other programs, Repars Mo, £1-03

Aivanced Placement Incemive Funding. The Lagislzture sould redugs Advancet Placsment

incentive funding o be in fine with program costs. Raport Wo. 09-12 525,400,000

Sehonl Breakiast and Inspections. The Legisiaturs could etiminats funding for school braakfast
programs and cafetzria inspections, Saport No. 03-04 L BYLF20,848

Unftery Retallers. Increasing the aumber of retail sales terminals has the potantial Io increase
tewgnuas by making Iottery producks mate Teadily availzble to residents and faurists. The Lotery
shoult continue to sxpand its tetaller network 10 ingrease sales distribution and ravenues dy
rawrinaly acquiring irformation: on potental retailers in ozder o improve its resruitment efforts.

Figpors No. 07-0%; Report Hlo. 08:1¢ ; | $37.000,000

Lottery Games. We identéied 2 nomoeraf poficy options the Legistatirs couid sonsider . that ivoutd incraase’ Laftery eamings, and subsequent
transters of proceads to this educational enhancement frust fund. However, iy of these optigns-woilld involve art éxpansiin of legafized gambking, a

1 . )

Florida Latisry and the Educational Enhancement Trust Fund. 2 -

Report No. 02-11: Repoit Ko, 04.f)1; Report o, 04-80: Fenor No. 0504 Report No. 67-00; Ranbrtbo: 08101 i

‘whicti wauld have many golicy imipfications,, New rames thal atract nev players have Hhe Greatest figientiaf th substarifally. mcreds  efuES o &

Witten Lottery Terminals, Piayars use video terminals that can he pragrammed o play tasino-
style games sUch as poker, lackjack, and Dinga, af simulzte mechaniczl slot machines or

4

$454,000,000 |

solletie wheels. Powential recyming transfers to educaton range from $464 miian to 1.3 :

hillion per year, 10 §1.3 billian * |
Kesio. On-ling loiery gama in which players chaoss as mary as 16 numbers fram a panalof | . :
80 qembers in the haps of maiching their choices to thoss drawn by fhe central computerat : :
Loitery headquarters, Simizar in principle ta other on-ling games, b it is smare fraquest : DB4T000,000 §
{usualyy every five minutes) and nosmally playadina soelal setting, such as a bar or resiaurant. : o
Porendal tecuming Fansfers to education range from $41 million to 3303 million per y4r. : ;

Lottery Leased Office Space. The Lottery should continua 30 explore ways 1 reduce costs dar i
leasing ofFce space 9y develaping a datalled cosi-benefit analysis and plan including options to
make 2Fcient use of its headquarters building as well a5 10 mave o anpthar location, The Lottesy
shouid continuz ‘o renodt its prearess at least anruzly 1 e Governas, Legislature, and 0PFAGA. :
Rroort o, 03-11- Raonrt No. 04-011 Raport Ko, 04-50; Report Mo, (-04, Reaort M. [7-08, ; .
Rroort Mo, £2-19 i 5384000 "M -

£308,000,000 ' |

'_’ Amornts relatad ko policy e resernmendarzang havs heen navisad smoe iz eriging] CPPAGA raprt was isszes.
9 Beromenencasnn hes Besn parially implemcneed,

pdarch 2009 DEPPAGA reports desariting these recommendations can e found 2l our websile - e oppus, st T fl.124
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ttery Prize Aedemption. The Lottery should cortinug t evaluate and implement sazt-effectiva
arfze redemption opBens as resources and ime permit. In respanss 0 the previous
recammeadation in Erogress Reart Mo, 04-01, ¥e Lottsry conducted a pilot study in Septeraber
2003 on centralizing its priza redemption function. The Latisry repoited inconclusive gvidence f0 -
detarmmineg winether the savings cutweighad the patential last sales tram clesing distrist offices. i .
The Lottery incurs high costs ¥ Tedeem winaing fickets relative to the valzme of Tansactans : : i
pracessed at ning Jistict offices. The vast majorty af redgenptions et distict offices arg for :
nrizes worth less than $600, Te reduce casts, the Lattery cald discontioue redzeming these ; ; i
rkets atits disgict offices. The original estimate of potential costsavings associaid with ;
centralizing this funclion or having third pariss reteem these tickets was £1,600,000, !

Report No. 02-11; Beport No. 04-01; Repart do. 04-80 | 31,600,000
Financizt Incemtives Could Fedoce Bxcess Credit Hours. Ta reduse costs associsted with excess ¢ :

TIIUES i GETnAnm

to reduce excess hours, These include: : !

= creating a sh

fne gost savings associated wih 3 raduction in excess haurs {34 millian zrnual savings); and i $4,000,000
» instituting higher tuftien rates for studenss who accumulate excess binurs abrrve the legisiative
standard {$80.8 million annual savings). Repart Mo, 05-30; Report Mo, {J7-37

nity colleges, the Leqislawre could provide incentves for ingitutions or shadens

ared savings incemive program in which cemmunity colleges retain a partion of

1o
£80,804,000 ¢

Evcess Cregit Hours. The Legislawrs could chargs uriversity students a nigher cost ner oratit
haur for axcess hows, The state could save 529 roilien 2nnually i shedents who take more $han
115% of he cradf nours eeded for graduation wers raquited to pay 8 higher tudon cost far these
excass outs., Ahermatively, the stete could save $37 million annuaily i e Leqislatura sef the

cradit hour R

Lagislature passed Semats bil S22235, whict wauld have required students to pay 75% of the
achial cost of eredit hours beyond 120% of the hours requited for teir degres. The Gowamog
vatoed the bill due to concers that higher tultion wauld negatively affzct stederis’ complating £20,000,000

their cegrees. 3

_ pass. Beport o, 63-31; Repost N, 04-44 Raport Ko, 06-58 157,000,000 *

at 110% of graduatian tequiremens. To reduce exgess cradit hous, the 2005

irmilar legistation was censiderad during the 2008 legislative session bt did not to

Improving Residency Detsrmination fur Postsecondary Tuition. Te present statrory banguage TeOUENG |

a 12-roosth i

peticd in the state priar o efglfity for “quaification” is ambiguous and often : : ;

nterpreted a6 referting o e e spent since a student first came in e stae o eneoll, Toclarify this ¢ : E

requirement, the Legislatre could amend Flerida law to raiuiira that studenits {or teir parerts it
suudents are dependamsh must maimain lsgal residence in the state for at least 12 manths mmediataty -

arfir 1o their iz

olassificaton fof in-state esklency. Toaddress this Ssue, the 2005 Legslatire passed Senate bl
cB2754 whisno i
eould bave resulted in an estimated znnusl gatn of up to 3585 mifion in addiional revenue, ass umisy
shat trase individuzls remsined enmolled, and regLied the stdent o e in RAarida for 12 momihs |

| erzollment OF registration at a Florida public postecondary instiuton fo ke atrgiols for

ommined this recommendation bet was vetged by the Gevemor. This 2mendoment

while nos enmelizd i sn educatiional insdtrion, : : !

A seeond |2ss testrictive opticn would ot reguine a student to lzavs the educationa; institson for | i

a year but requir
teclzsstiied a3 a

damicile in Flodda far 2 12-menth period by the purchase of a hore, of gainful empioyment i
Flafida, or financial independence suppering 51% of the Fue cost of [iving expensss,
Bepnt Mo, 03-25: Report Ko, 05-41

¢ the Efigibiiity criteria as described above, A norresident student may be : i
rasidert if the individual can provide evidenca of Having established a permang nt

$55,500,000

Bright Futures Acaderic Eligibility. The Legisiaturs ceiid raizse Eaisting Bright Futures academic

sligindlity zequira
pramination s0o

savinga for Florida Acadestic Scholar-levsl recipisnts ranges srom 51,9 millian o $14.4 millian i $1,800,000

ments [igh schood caursework, high school GPA, ar collage entrance
res} which would seducs the numaer of recinizrts and peogram costs. The

an: forne Florica Madallion Schalar-level raginizrts 34,3 millianto 343.5 mitken, cepanding on i tot

courss type and

ferUiret. GPA/SAT levels, Ranot o, (4-23 | s43500,000 0 i

HDPPAGA estimatad An annual savings of $L6 million from cantakizin

pillicn for Fisqal ¢ear 2003-04, The Lodery irmplementad the hizduet raductian by elitinating vacant and nomn-critical pesitions g s seme dissi affies

cansideraticas, rathe thas contmladng a3l prize redernetion functees. The Lottery also piipted not sy

dererming whether T savings verweighed the poteatial lost sales tram closing distnct vihices.

13 Thess saviros wil

dfarch 2004

[ ot pecurmlate anneaily @ this mme bt wiil dimninish Secase it it expeeted it shudenss will tikes fewar cxpess owis in rach svhsequenl year.

DPPALA reposts deseribing these reapntcndaziong zan he found ot aur websits — wane. opEa2a grate 1.3

m prize fedempiicns Snctions. Accordingty, the Legislature reduced e Eotiry appreptiation by 1.6

sdcoming prizs in some ofTices =nd reponed inconciusire evidence 1o

Fage 3
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‘Aniua Fees/ |- -
Revenuo - Fsca mpect SN

Policy Area/Recommendat

Bright Futures Financial Etigihifty. The Legisiature could estabiish a firanciai means criterion for | : :
Brght Futures eligibility which would seduce the number of recipients and program costs, This ! : §
wazld have the eifect of changing Sright Futyres from 2 merit-based scholzrshin to one dhat i, :
neovided ondy to high perferning studenis whose families ave financial nead and may not be abks
to gtford 1o send thetr siudents o coflege. The leval of cast reduction wauld wary substantially
dzpending on the netincams st established, For swample, restricting Bright Futures
geholerships 1 famiiies with ngomes under $128,820 (580,000 higher than the Flovida median
income lavel) would redune costs by less than $1 milion. Establishing a 38 820 incame kiemit
(the Flzrida median income leveld) wauld reduce cost by $16.7 millian, while ar. 388,820 rcome =51,004.000
limiit (350,000 figher than the Flarida madian incams Yevel) would reducs Losts by $3.1 million. (R ;
Report Mo, 04-23 i $16,700,000 | i

Bright Futures Scholarship Renewal Requirement. The Legistature could raise the roliege grade
paint avarage (GPAY requirad for Bright Futures scholarship renewal which would reduse the

eIttt e ot

nusrbar of Tecipients and program costs. The savings for Forida Academic Scholas-kavel §1,1060,000 ¢

recipients ranges frorm $1.7 millien ts 33,7 million and for the Florida Medallion Schofar-tavel o

tecipients 54.2 million to $23.8 miflion, depending an the required fPA levals. Report Mo, 04-23 1 523,800,080

Bright Fustures Renawat Credit Hours. Tha Legisisurs could raize the ccollege credit hours parEm |

required fer Brignt Futures schotarship rsnewal which would reduce the number of recipiants and !

progranm costs. $ost teducions ars estimated to ange from $5.1 million 10 $22.2 milion . : ;

annually, The estimates werz generated by calculating the gstimated percantage of sdents i $5,100,000 :

affectsd using state university ant community callege data to the 2002-03 scholarship recipiant & to i

sligihility and distursement 4zt Beport Hg. 04-23 i $22.200000

Bright Futures Flat Rate Scholarships. The Legistaiurs could gsiablizh a flat rate for seholzrships i :

sozan at cument average award levels wiich would reduce program costs. Cost reductons ane : :

pgimated to range from $4.8 miflion t¢ $15.3 millian, based on mottplying the numbes of :

recipiants of each scholzrship Jeved times the average award at that level. The lower narmberin . $4.800,000

the range is for a flat 1tz applied ooly to new scholarship rsciptants, and the higher number : ta

assumes the flat rate i= applied to alf recipients. Baport Mo, [4-33 $15,300,000

Bright Futures Percentage of Tuition and Fees. The Leqiskature cauld lowsr the perceniags of ' :

tuition 2nd fees covered by the pragram which would redugs program gosts. Bagit Futures ! ; :

swards are based o a percentage of dwiton at public sshaels and priversites. If the Legislatere ¢ i :

raduced the percentags 5%, this action would save $3.6 million in Florida Academic Schotar : ! ;

awards and 56.5 millian in combined Floida Medalion Seholar and Gald Seal Vocational awards, i i i

or a tatal of $10.1 million per each 5% incremanial reduction, assuming that the same incremental i 810,100,000 § :

reduction would be appled to all recipients regardless of scholarship level. A 25% radection ; o :

would be estimated 4o save $30.5 mikan annually. POBa0,500,000 | | ;
T — e . - — e : :

Lemar Law Program. The Legislature could
resnonsibility for screening Lernon Law a:bization raquasts withy tha Qffice of he Attorney :
Benerzl. Baport Mo, G1-5%; Senort Mo, 04-2%; Repar: Ma. 06-51; Repari Mo, 08-33 i 832700 i
Earmers’ Markets. Ta help the siate farmers’ market system inprove its effectveness and :
achieve salf-sufficiency, ths Department of Agrculiuze znd Gorsumer Services c2uld closs ;
apveral fanmeis’ marksts and/or comaing with them with cthars 2nd imJlemant olanoed sficiency

imamverents. Reaart de. (1-60; Beort (4-08 i 5151,200 81

s g et .

U amemics releed 1o policy area reenmmesdisions havs becn ievised sinee the oniginal OFCAG A 2epar was isaed.
I+ Begamimendation has beer parSelly imglermenied

March 2009 OPTAGA repors describing these recommendations can be und ot s Website — povw. nopdsa sIats fl.us Faged




“Policy Area/Racommendation ., 1 e
Qihapter 2006-93, Laws of Florids, expresses the LegisTature’s intst that fees charged
a prafassion ar business cover the cosis af e regulsiory service or oversight. The taw TeqLs

by State 2067

Cies,

e for praviding & Fegulatory Serviee o fegaing "
. ] : i Tequims’ that sach state; agengy atngally feview, 15 285 -
thraugh the Legistatve Budget Request process and that the Legislaturs review the requtatey fee Sinichure for afl misinesses ani professions.at kast

amce every ive years. The implementation stazis of the recommendations lised below may be aﬁaamd a5 agencies and the Legié_ta;u_re cunduqt'me:_s_e

[EyidNG, :

Department of Healih Food Safety Program Fees. To mest the legistative intent that requistory
progeains be seif-supportng and reducs relizncs on general Teveriss and cther funds used 10
sunsidiza food safety programs, we tecomnmend trat the Department of Health astively pursue
its curent proposals to redisiriule inspection workload and increass pragram revenues. In
acidition, we recarmmend that the deparimert consider ingreasing revenues by rasing fes for
follow-up inspections, Fgport Ko, 08-67

85 008,880 |

Deparmment of Agrcutare and Consumsr Services Feod Safety Program Faes. To seduce the
Deparmant of Agriculture and Cansurner Services' Foog Saiety Program’s need for general
ravenue funding, we recammend that e deparimert monftor whether regent fee intreasas
grable fis program to besorg saf-supporting from requlatory f2es &3 infendad by ihe
Legisiature. Irs additian, we regommend that the department consider incraasing revenues by

raising fees for follow-up inspections. Beport No. 08-57 :
Consurmer Protecton Program Fees. To reduce the Consumer Protecticn Program's nead foe

ceneral revenue funding, the Legislature could require the department t gstatitish program fess

a1 a 3eve] sufficiant to cover %5 costs for pesticiiz tegulztion, matar vehicl: repair shap
requisEon, and weights and measures regufation. This would require amendrments to

5. 287 D41, Florids Stattes, and Rule 58-0.025, £A.L, 1 modify pesticide raquladon fees. It
wold afsa requira the Legislatars to amend 5, 550.804, £5. 10 rrediy mohor vehicle rapair
shap regisgaton fess. The Legislature could alse amend Gh, 531, £&, to authorize the
department 1o establizh waighing and measuring device registraton fees. Repod No, 01-513
Repot Np. 04-24

5E18,176

83,531,550 1%

Food Establishment Fees, |f he Legiskature wishes to giscertinue subsidizing the Division af
Faod Safety's expenditures from ather sources of revenue, e Daparrment of Agriculturs and
Cansumer Services should revise Rule 5X-4.020, FA.C., to assess fond establishmsnt pemmit
fres at [evels neaded to cover division cogts. Fuly implernenting this ehange woriid likety
require the Legishature to reviss statuies fo increase jood establishment fee cans. Heagr Ma.

_ 01-5%; Rlepos Ng. 03-57

Dairy Product Fees. To réduce e amaunt of general ravenys needsd i cover e Gosts o

dairy regutation, the Legjslature cauld amend staries 10 authazize tha Deparment of Agricuttuce ;

and Gonsurmer Services o assess & dairy product inspection fee levied at the bl delivary paint
and ta chagge 2 rainspectan fes. 1f fses wera exiablished at levels needed to caver direct and
irdirect costs, the Foad Safety and Quality Program wolld no longer nesd general ravenue fo:
this function. Repoet Mo, (1-53; Report Mo, 057

$1,800,003 7

t 52 100,008 -4

Siats Employes Parkdng Fees. State smoioyee parking tees fave gt b=en raised since 1972,
rmual revenues from these fees do not cover the ¢ost of administering, maintaining, and
prwiding security for packing facilities in the Florica Facilities Poni. Fee revenues ziso do nol
cover any of the casts assaciated with canstruckng perking £2cilities antd acguiding land on
which 1o build fhem, Further, the Dapaniment of Management Services 15 nat cornplying with

stetiztory requiremants to establish a f2e for serambie nermits. Raising parking faes would helg
the Facilifes Program recover mare of its costs and eould have the 2Xfact of reducing emaloyes

dzrmand for parking and encouraging use of afemative moces of yransparation.
Raoor W 98-B&: Ssoort Mo, 98-82

| s3700,0007

S AR s i

Heaith and Hurman Services 5

Prior Service Authgrization Contracts. The Legislaturs could direet the Agengy for Persans with
Disabilites (APD) 0 efiminate sonfacts for peor serice autnorizadon for an annual szvings of

1.9 milian. Sines 20071, APD has contractsd with vendors ta ersure that slient service plans 2ng |

addiioral semvice raguests are netessary for mesing client nesds. Thess gontrzcts shocld be
unnEcessary once te new clisnt needs 2ssessmgnt and nudget process is established.
Feoort k. 0815

1$1,000,00073

1 8o retated 1o policy area racommendarions have been nevised sines the celging] HFPATA repert wes sgled.

6 & pecmmendacian hes been pestially implemented.

Mfarch 2009 DOFAGA reports descobing ese reppmmendamtions =i be frand ot our wishite -

AT )

oA atgte.fl. 05
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Aftactiment B
Implemented OPPAGA Cost Saving Recommendations Since 1998

ST Fgeal Impaet implemented -

Fiscal Impact | Generat .1 - Tt @
*: implemiented - - - Revenug -
$5110060 | $2B10.000 | $2,500,000

SREPOIL e
“ Naribers & Becommendation - oo PR PO R
83-08 7 Anencies reassigned state-cwmed vefricles that were inapprapgistely assigned.

99-08 | vhe Depastment of Transportafion increased the use: of eleckonic (ol i rpoano : 3,800,040
! goilection by toll faciity paTons. 5 : i

2e-08 ! The Department of Transaorttion privatized remining totl collesmor positions. | 1,121,328 | ! 1,121,328

96.08  © Tae Department af Transportation reduced the number of 101l enllecticn p 50,705 | 50,703
! supervisory saft after electmaic toil collection was fully imple rnented. ! i !

38-20 | The Daparmmeant of Health consolidated adminisirative Services o improve ; BR3221 201034 482 187
| efficiency of sarvices and avoid cosws, i i i

03-32 ' The Legislshars efminated the Entgrprise Borica Gapital Deveinpmess Qpard. 2% B2 224,882

0376 .| The Departrent of Labor and Employment Security rombinzd $he Division of | 500,00 i $500,000
| Wiorkers Gompensatian ant the Division of Salety to improve operationg] ; Cod
i efficiencies. ! : :

5875 | Toe Departmens of Labor and Employment Szeurigy and he Agzncy fof Health 1,000,000 1,000,800
: Care Administration coordinatsd warkers' camipensagion medical benefits :
i requigtory processas to eliminate duplicative of pvsrlapping aciviies.

g8-75 The Bepartmant of Lzbor and Employment Security stopped reviewing and 130,000 | : 130,000

moritofing Sefi-insucecs' financial stebifiy and instead reiled on the efforts of | : :
! the Florida Seli-insurer Guaranty Associetion, Ing. !

9376 | T Legistature rescinded the statutnry requirement that injured workers : 3,508,004 | 3,604,000
! giempt o Tesolve any werkars' compensation dispute through the Departrent |
 pf Labor and Employment Security's Emplayee Assistanse Oifice prior to fliag i i
: a Petition for Benefis. i . : ;
g8-52  : The Department of Management Senvices Turther orivatized services if | 5A0,884 | ; 640,584
! buildings owned or leasad by the staie. : | ;
o8-87 " The Borida Higheray Patral revised patrol car punshasing practices. : 25811 ! 75,511
o040 i The Departrent of Revenug odiained clarifraion as to Florida's eligibitity for 500,400 : £00,000
| additional faderal financial particigatian fo tosts associated with corrverting | ! :
! ipcal depositories to the CLERC System and for CLERG System aperatianal f : ;
| E¥pEnSEs, : i i
85-24 t The Depariment of Transpertatian closed s cenfral maintznance warshause 57e,388 i 672,058
{ and usad Best husiness practices to provide suppiies. i Cd :
0017 The Cenartment of Ghildren and Familiss transfersed some develaprrantally i EA00500 ¢ 2,120,000 3,180,008
! rfisabled clisnts 10 less costly private 2nd commurity seftings. ; E ;
00-23 i Tne Department of Correctiong Improved its fleet managament, 5 556,962 h56,562
19-23 The Deparmant of Sorscfions resiructursd s assistnse 0 e courts. : 340,000 240,000
(0-23 ! Thz Legislaturs ra-approoriated anused fiked capital cutay Tunds far | 7000005 T.700,050 -
. © Pepatment of Corractions to cther Uses within the degartment i E :
og-23 © The Legislature expanded the 100-haut iTansition program for inmates leaving | LE00,000 ;3400000
i prigon to addifonal ingtistions. E |
24 : The Ghilé Suppart Eniarcerment Program redduced public assistance costs © 10,000,000 | 7,040,000 5,009,000
! through statewidz implementatian of @ sanctioning pracess against puslic ; i .
| assistancs recipients wha fail 10 cooperats with the pTOGrET:, | E E
a0-24 The Department of Revenue cinsed inacive cases that meet feceral case i 2,000,000 2,000,000
sloire chiera fo madmize its eligibitity for federal inczrtive funding, : : :
o1-03 . Ths Deparment of Highway Safety and Miotor Yehiclzs reduced ovs-sampling - 145,000 : 125,000

t of T collzctors” fitle paperwark, 5 P
01-10 " The Legistzurs reducad the budget for Medisaid prescrption drugs by 06336502 104488725 ¢ 101848727
seruirng the implenentatian of a deug tormulary and atner cost cofinmant
! pharmacy nitiativas,

{1-14 i Tha Deparmsrt of Labor antl Emnlayment Secuiity encouraged werkers' : 2,000,000 2,000,600
: pompensation MgUrance carters 1 submit information electrorically. :
n1-24 . The Medizaidl Grtions Progrem estrucicred its actiities 12 reduce costs, : 1.7e000n 238,003 1. 462,008

g e e e ee e e e s



'-_:;:Humbers : Henummendahuu B

: The Department of Managemens SEmces reduﬂad the numher {!'f tedera!

“Implemented "

" $163,128

01-35 ; §163,128 | |
| surplus praperty facilties. i : 5
01-3% | Trie Departmeant of Management Services esblished 3 cental vehicle : 807,000 800,000
| maimenance gosiract :
01-45 - The Deparimeant of Transparition adopted f2deral dnwrg time stangacds for 300,008 3,000,000
95-86 i =i intrastate carers. |
03-06 | Ths Legisiature eliminated the Occupational Access and Oppariuniy | gs0.000 73,500 276,500
! Comgmission. i :
n2-11 i Tite Legisizore reduced the trans.er requiremant for Lotteny soraich-cft : 30,000,000 § a0.004,000
L Qames. E :
02-17  : The Lottery oftered tickets with which players win instently by “breaking open” | 2,000,000 2,800,000
D the Gokat fo reveal whether they have won a priza Instead of seratehing off the | : i
| Coveting. ! : :
[2-15 ! The Lagiskature phased aut recyciing antl education grants that ase no longer 3,338,000 3386060 4
¢ nesded to help establish gounty recycling programs. :
02-55 : The Department of State required candidates 1o file campaign finance reparts 187 500 187,500
i uging an Internet-based apofication.
£3-13 ! The Ohild Support Enforcement Program increased resovery of administrativa 1,600,000 1,500,000
0024 ! expenses to reduge the Teliance or QENGral TEVENUE. ; _
03-27 : The Legislawra reduced the budget for hedicald prescription drugs 25 a esuft § 16,034.273. ¢ B,586,580 9,447,305
1 of additional guarantzed savings frr:rm nanufzactnrers that paricipate in-the : ;
| "walug-addad® progrm. : . i
§3-27 i The Legislature reduced th Dudget for Medicaid prescription drugs as a resutt 201 970,802 50,000,000 ¢ 201,970,803
U ot medifications o e prafemrad dasg list, which inelede cost-eiantie :
! therapautic options, step therapies, and prior authorizations of drugs nat on i
! the preferred dnig st :
0327 © The Legistature requirsd the Agency for Health Care Administration 10 : 85,200,000 35,000,000 50,203,000
04-34 | eiminat “value-added” contracts and instead requira all drug companis 1o i .
| negoliate cash rebaws, i
04-01  § The Lottery implementsg the multi-siate garne of Powerball, i 85,500,000 §4,500,000
n2-11 : ' :
036 - Bohodl disgicts mcreased e Medicad (eimbursements jor eligible children © 3043239 | 3049239 ¢
! in the Bxceptional Studen: Education Program. ; i
04-28 * The Department of Agriculure and Cansumes Serviges reduced dirsct support £0,000 93,000
M-80 | to Florida State Fair. : 1 .
04-45 i The Lenisliture autharized the Divisien of Administratve Hesrings o Till tor i Tige 77,054
ne-70 i gervices that had been provided at lttle or no chiasge, ! :
n4-43 * The Division of AdminisTative Hearings Degan assessing the Workars” : 435,431 , 435 4341
02-70 | Compensaten Anpeals Program for administradve support senvicss. ; :
84-80 | -Lettery sublet a portion of its excess warehouse space. ; £0,000 i 80,000
£4-01 i : i
0e-18 i Sehool districts purchased gate-atonted insnectiona) matesials in tree ; 2400 ! 84000 ¢
n3-28 | cRunty piloi programs. ; : |
Nz-07 T The Legislatura seduced the hudget for Medicaid preseriptian drugs by : 6,300,000 2 E1R G40 | 5,084,350
i oypanding the State Maximum Allowable Cost Program. : :
Q607 : The Legislature reduced the budgst far Medicaid prescripdon drugs by P 11,529,103 | 5,086,850 6,732,213
| implemzning a teciring methodolagy thatincludas anhancemants 1 : § :
! suopiermenital rabate coliections and EXPERSONS 1 State Madmum Agwable | ; i
i Gost priging. : !
N&-08 T The Lagislrore discentiated the Educaters Profegsianal Liahilly Program. : 1,400,600 - 1,400,000
. 054 i e Legisiature expanded tha Departragnt of Suvenile Justice Radirecion P 2.031.831 1,873,645 208,183
! Proprant's eligibility requitements. i : :
0631 The Legishture givertad fuvenile cifenders from comritment programs inf 05,355 3p4.820 41 E36
DE-13 | ths Redirection Program. i : E
0e-35 * The Cepartment of Managsment Senvices pravided training in using the Peanle ; 3a7aco | 387,000 ¢
** First data warehouse and reticad the COPES legacy sysfarm:, ' : i
U846 Tne Department af Business and Brofsssional Regulation ingrezsed callzetion 1,00C,000 § 1,000,000
{4-56 | of tobacco Smxss from Leternat and mail ander sales. E E

P
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“Report .

“Noumbers
47-09

Recommendation: -

i The Lottery expandsd fhe ratailer netaosk I NSrEase revenus. '

524,004,000

' Fiscal Impact :
L, Implemented - -

LGemerdl o Trust
Reyenue. oo Fungs L
$24,000,000

o740
03-76

i The Legislature expanded e Redirection Program to diver jevenile offendsrs
! from residential commitment to therapy-hased community programs.

25,554,000

2BEWE0 | LE5BA0

08-37

i The Department of Management Services sold ane of the toree planes in the

! Exgrutve Alrcraft Pool.

1,459,623 .

1,458,623

TOTALS

| 5856,047.977

$304598531 | $552419.446

O
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JEFF ATWATER
President

THE FLORIDA LEGISLATURE
JOINT LEGISLATIVE AUDITING COMMITTEE

Senator Alex Diaz dela Poriilla, Chair
Representative Marti Coley, Alternating Chair

Senator Larcenia Bullard
Senator Andy Gardiner
Senator Jeremy Ring

RAY SANSOM
Epeaker

Bepresentative Joseph Abrozza
Representative Charles MeBurney
Representative Scatt Randelph

Senator Stephen R, Wise March 3, 2000 Representitive Ron Schultz

Gary R, VanLandingham, Ph.])., Director

Dttice of Program Policy Analysis and Government Accountability
111 Wesi Madison Street, Room 312

Tallahassec, Florida 32389-1475

Dear Dir. VanLandingham:

As was evident from the questions raised by members of the Joint Legislative Auditing.
Cormmittee at its February 16" meeting, your office’s efforts in assisting the Legislature in
addressing the state’s budget crisis are paramount. To this end, T am requesting that you provide
the following information to me prior to the committee’s next meeting:

e The total potential fiscal impact of recommendations and policy options identified by
OPPAGA. over your tenure (2003 to present) and the preceding five years (1998 through
2002);

e The fiscal impact of recommendations and policy options identified by OPPAGA. thaf
have been implemented by the Legislature and state agencies over these periods;

o A listing of costs savings recommendations and policy options identified by OPPAGA in
its reports that you believe merit consideration by the 2009 Legislature.

In addition, please feel free to suggest any changes to either the statutes or Joint Rule that FOVENT
OPPAGA that you believe would enhanee the effective functioning of your office. Thank you in

advance for your prompt attention and your service to the Florida Legislature.

Sincergly,

Senator Alex Diaz de ta Portilla

Chair

ADEPeh

Terry L. Shoffstal), Staff Director
111 West Madison Stecet, Room §76, Clande Pepper Building, Tallahagsee, Florida 32390-140(
Felephone (850) 487-4110 SUNCOM 2774110 Faesimile (B50) 9225667
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Backeround

This report is provided as required by Joint Rules of the Florida Legislature. Joint Rule 4.1(7)
requires the Joint Legislative Auditing Commitiee (Committee) to sreview the performance of the
director of the Office of Program Policy Analysis and Government Accountability (OPPAGA)
gvery four vears and submit a report fo the Legislature recommending whether the director
should be reappointed.  Section 11.511(1)Xza), F.S., states, in part, that the reappointment of a

director is subjeet to confirmation by a majority vote of the Semate and the House of

Representatives.

OPPAGA, created by the Lagislaturc as a part of the Government Performance and
Accountability Act of 1994 (Ch. 94-249, L.O.¥.), is responsible for conducting performance
evalualions and policy analyses of state government programs and providing other assistance to
the Legislature. OPPAGA’s mission is to “support the Florida Legislature by providing
evaluative tesearch and objective analyses to promiote government accountability and the
efficient and effective use of public resources.™

Pursuant to s 11.511{)a), F.5., Gary Vanl andingham was appoiniad by the Committee as
OPPAGA’S Dmctm on January 24, 20057 As {uriher required by law, s appﬂmtment WS
confirmed by the Legistalure wisth the approval of HCR 1127 by the Senate on Apri 6, 20057

Prior to his sppointment as Director, Dr. "'.5’Emj;:a,;:lL:Ii_ugl'latm4 had served as the Inlenim Director of
OPPAGA since July 2003, for 2 total of 18 months. From 1996 to 2003, he served as the Deputy
Direclor of OPPAGA under the leadership of John Turcotte. He served as a Policy Coordinator
for OPPAGA from 1992 to 1996, During the preceding 10 vears, 1982 to 1992, he served in
various positions in the Program Audit Division of the Office of the Auditor General. Thas
division was the predecessor to OPPAGA,

Dr. VanLandingham has a Bachelor’s Degree in Political Science from the University of Florida
and a Master's Degres in Public AdministrationProgram Evaluation from Flomda State
University (FSU). He is also a Certified Internal Auditor and has completed training at the
Législative Staff Management Instituie. In 2006, he was awarded 2 Ph.D. from F5U"s Askew
School of Public Administration and Policy. His dissertation exammed legislative oversight
agencies across the country and the extent to which thelr work producls are used by state
]emqhturﬁs Since earming his doctorate, Dr. VanLandingham has taught severa! graduate
semninars it government adminislration and policy analysis at the Askew School and published
severzl academic articles.

! wanw.opasy slate fl saabout. him]

* Bection 11.511¢1)a), F.5., requires, in part, thet the Leslslative Auditing Comtrittes appoint an OFPAGA directar

v @ Thajority wote of the committes, The appointment s sublect to contirmation by 2 majority vote of the Senate

and House of Representatives, At the time of appoiniment, the director is Tequited to have L0 years” experionee in
aicy analysis and program evaluation,

 TICR 1127 was reported favorably by the Hause of Repressntatives on Merch 15, 2005,

* Gary VauLandingham was awarded his PhD, after bis appointment as OPPAGA’s Director.

? Gary Ryan Vantandincham. 4 Foice Cring in the Wilderness — Lagfslaitve (versight Agencles' Efforisin

Achieve Urtiizarion. 2008.
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During the 2003 process to appoint an OPPAGA Director, the Committee did not adverise for
the position or consider other candidates, Dr. VanLandingham was highly regarded and had
demonstrated excellent leadership abilities during his service as OPPAGA’s Deputy Director and
Interim Director. The Commitiee imanimonsly passed a motion to appoint him as OPPAGA’s
Director. During his appearance before the Committee, Dr. Vanlandingham staled that as
Tnterim Director he “worked to expand several goals, including expanding OPPAGA’s tesearch
services and support to legislators, leadership and committees; promoting closer coordmation
betwesn OPPACA and legislative leadership and committees o make our research services more
accessible and to cnsure that our reports ars meeting with the Legislature’s information needs.™
He also explained that he had initiated the use of e-alerts to provide legislators and staif with
information about OPPAGA reports the day prior to their publication to help prepare them for
any questions they may reeeive fom the media. Ile strearnlined internat operations in order to
maximize OPPAGA s research capacity and expedite the release of their products. This change
reportedly resulisd in inereasing their research production by about 30% over the previous 18
momths. OPPAGA redesigned the Florida Government Accountability Report (FGAR), an on-
line desktop cncyclopedia of state government, and began issuing it in printed form. In addition,

OPPAGA hosted the 2004 National Legislative Program Evaluation Society (NLPESY _

Conference in Tallahasses, which was attended by more than 250 legislative staff nationwide
representing about 30 states.

Phring his career Dr. Vanlandingham has also been wvery involved with vrofessicnal
associaiions. He has served in various capacitizs with the National Confevence of State
Legisiatures (NCSL). Currendly, he is serving a one-year term as NCSL's Staft Chair
representing 36,000 state logislative staff across the country; this is the highest stafl posttion
within NCSL. During 2007, he served as NCBL’s Staff Vice-Chalr, also a one-year position.
Sipes 2003, he has served om the NCSL TLegislative Staff’ Coordinating Cotrmiitee and as a
member of the NCSL Executive Committee, In 2008, he was elocted President of the North
Vlorida Chapier of the American Society for Public Administration for 2008-09, and he has
previeusly served as the Chair of the National Legislative Program Evaluation Society and the
President of the Southeasiern Evalualion Association.

Dr. VanLandingham has also seeeived personal recognition for his accomplishments. Tn 2006,
he received the Raul P. De Guzman Award for Outstanding Doctoral Seminar Paper from the
Askew School. In 2007, he receivod the Leadership Achievement Award from the American
Soclety for Public Administration Notrth Florida Chaprer. In 2000, while serving as OPPAGA’s
Deputy Director, he was the recipiens of the NCSL Legistative Staff Achevermnant Award,

‘About OPPAGA
OPPACA’s current budget is $8.522,368.% It has had 92 authorized positions since 2003;

however, 15 of these positions are currently unfunded due to the siate’s budget shortfall.
Turnever in OPPAGA is gencrally 10-15% per year. Dr. Vanlandingham stated that “most of

¢ Jpint Legislative Auditing Committes Mesting; January 24, 2005,

T NLPES is a staff section of the National Conference of State Legislatures.

% OPPAGA's curent budsget i: 15.6% lass than the 510,108,004 initielly appropriated for fiscal year 2007-08 in Ch.
2007-72, L.O.F, reflecting the state’s ongoing budget shortfalls,

SRR
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the staff who leave OPPAGA do so to accepl excellent offers from other cmplovers; agencies
{state, nonprofit, and federal) often seck out OPPAGA staff duc to the office’s repuration.”

Dr. VanLandingham stated that he believes “in setting high organizational goals and standards,
demonstrating personat adherence to these principles, placing the right people in key positions,
and empowering them o perform their jobs withont micromanaging.” He further staied that be
belicves “in a flat organization with a minimum of burcaucracy, open communication, and
accountability for results.” His management team consists of a8 Deputy Director, a General
Counsel, and the Staff Directors for OPPAGA’s five policy arcas: Criminal Jushes; Economic
Development, Environment and Transportation; Education; Government Operation; and, Health
and Fluman Services. Although OPPAGA’s staffing and funding have been reduced over the
past year or so, the demand for OPPAGA s services has not decreased. Dr. VanLandingharn has
addressed this in several ways, including streamlining the indernal strocture of OPPAGA 1o
pravide as many stafl hours as possible working directly on projects.

Dr. Vanlandinghar emphasizes the importance of an open line of communication as a way o
prevent potential difficubties. He discussed steps he has talen to strengthen communication with
three groups: OPPAGA stafl] legizlators and staff, and apencics and other groups reviewed by
OPPAGA. Although Commiltes staff have observed the effectiveness of OPPAGA’s informal
lines of communication between all levels of OPPAGA’s slaff, there are also regularly scheduled
neetings between various staff levels. Dr. VanLandingharn and his Deputy Director moct with
the Staff Directors as a group on a weekly hasis to discuss projects and other issues. Onee cach
month a similar group meeting is held that also includes the Chiel Analysts as well as the Staff
Directors. In addition, the Director and Deputy hold biweekly meetings for each pelhey area
with its staff director and chiefs to discuss project progress in detaill. The Dircctor and Deputy
z1s0 mect on a quarterly bagis with representatives of all policy areas who present anonymous
questions and suggestions from all staff. The Director then emails a writlen reply back to all
staff providing relevant information in response to issues raised. Regular communication also
ocours between OPPAGA and leadership, commitiees, and, at times, individual memboers (for
member-requested projects). Regarding agencics, Dr. Vanlandinghamn stated thal, “we seck
always to maintain highly professional relarionships with agencies, which may not always
weleome OPPAGA studiss but respect the Legislature’s oversight responsibilities.” OFPPAGA
meets with the agency secretary, or his or her designee, at the beginning and end of each project.

Also, OPPAGA staff directors toutingly meet with ageney [nepectors General while projects are
in the planming sfage and ongeing.

OPPAGA Workload

OPPAGA’s work effort is primarily focnsed on providing information to members and staff of
the Legistature. The formal reports inctude performance evaluations and policy reviews of state

government programs and follow-up reviews from previous reports tssued by OPPAGA. Projects

are generally conducted as the result of law or appropriations provise language, or as directed by
the Commitiee or legislative Teadership. Projects directed by the Committee usually begin as
requests from onc or more members of the Legislature. Committee staff then review the issue
and make a recommendation to the Commitee regarding whether the review should be
conducted. Depending on the nature of the projects directed and the due dates assigned, a final

R
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report may be released within a few months or not until the next legislative session, Fomal
reports are distributed to all members. In addition, these reports are posted on OPPAGA’s
wehsite. In Tecent years, OPPAGA has been conducting an increasing number of nformal
reviews which can be completed in e much guicker time frame. These reviews, known as
legislative rescarch assistance memoranda, are typically conducted at the request of leadership ot
council or committes chairs with leadership epproval. They may answer specific questions ot
provide information OPPAGA has previously gathered and has not reported, but in gencral they
arc less involved than the formal reviews. The information is issuad in a memorandum format to
fhe member who made the request and s or her presiding officer. OPPAGA does nol post the
rremoranda on-line or provide them to others nnless requested.

Other work cfforts of OPPAGA include the Flonda Government Acconntabilily Report (FGGAR)
and the Florida Monitor Weekly. FGAR is an on-line and in print cncyclopedia of more than
200 state programs that is provided to all legislators. This handy tool provides en cxcellent

overview by answering a series of questions for each program inctuded and providmg links to -

{YPPAGA Teports and other sources for those persons who need additional information. The
Fiorida Monitor Woekly is an elecironic newslefter provided weeldy free-of-charge to
subscribers. Tt includes summaries of recenily released OPPAGA reporls and other timety news
reports and articles. OPPAGA also sends a monthly electronic repotl 1o mombers and stafy
deseribing reviews in process and reports that arc about to be or have been recently released.

OPPAGA’s website is user-fiendly and provides a wealth of information. The site provides an
electromic version of reports published for the last 15 years and a list of all reports issued over the
past 30 years. PowerPoint presentations of OPFPAGA reports to legssiative committees are also
available. During the fall of 2008, OPPAGA also began offering a new option for wsers to
reccive the findings of sclected reports. Referred to as PolicyCasls, these three to five minute
narrative PowerPoint prosentations can be accessed from the website and The Flotida Monitor
Weekly. '

The following chari shows a breakdown of the major work effort by OPPAGA during the past
four fiscal vears. Dr. VanLandingham was appomled as the Director in January 2005, but had
served as the Tnterdn Director during the first half of that vear. He was, therefore, responsible
for the operation of OPPAGA during the entire year.

A e e e e
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Nﬁmber nf formal r\,ports ].E:‘_:Lrﬁd

“Number of Iﬂanl.-,}m e tescarch 2g 104 119 162
assistance memoeranda issued - . -
Numher of FGAR profiles mamtained 230 247 243 .24

‘Number of visits to the Florida

—_ ; F F-fatl E o
Monitor and FGAR Internel pages {%_6’256 1226499 1,503,728 1,346,550

Nomber of document dewnloads from

the Florida DMonitor and FGAR 213,500 481,200 533,542 516,105
Intemetpages .
“Number of recipients of the Florida cas - : .
Vioitor Weekly ‘ ) 2,583 3,995 4,515 _ 5,354
Cost per hour, OPPAGA compared to $65/5168  $70/$143 46075148

private consultants

Peer Reviesy

In 2006, OPPAGA contmacted with \CSL to conduct a peer review of OPPAGA’s quality
assurance system and training program.’ U A team of four members spent time reviewing several
OPPAGA teports, the suppotting workpapers for those reports, and interviewing OPPAGA stafl.
. Vanlandingham asked the peer review team to address questions related to the quality of
OPPAGA s products and fraining progratr.

‘The results of the review were very favorable. The peer teamn stated that “OPPAGA produces a
large volume of guality work products that provide cvaluative research, objective analyses, and
nseful information to members and staff of the Florida Lepislature. ' The OPPAGA reporis
reviewed were reported 1o be “clear and easy to read and the recommendations were useful and
informative.”’?  The team examined the processes used to cnsure that the rcports met the
nrofessional standards the office had adopted to guide ity work. “ More than 20 specific
standards were evaluated. These standards included the requircments for evalvations io be
timely; complets and fair; contain valid and reliable loformarion; and reach justified conclusions.
The peer team concluded that OPPAGA meets or exceeds the professional standards.

Regarding OPPAGA’s training program, the peer teamn was also impressed. Although they
recommended offering senior staff moembers more oppottunities for training, basically the team
recommended thar alt other training continue as is. Cumrently, Dr. Vanbandingham explained
OPPAGA’s formal traiming program “includes OPPAGA 1, which provides structured training

® Dr. VanLandingham believes the lower number of website visits and downloads this year is the result of changes
toads by search engines in how they track and catalng web pages

" National Confercnce of State Legislatures, Pear Review: Flopida's (ffice of Program Policy Analysis and
Government Aceourtabiity, 2006,

Y 1hid. Page 3.

“ Thid. _
% Tames R. Sanders, The Program Evalunion Standards: How 1o Assess Evaluations of Educational Programs, 27
edition, Thousend Oaks: Sage Publications, {994
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and mentoring to new siaff, and OPPAGA 2, which provides ongoing professional devclopiment
training for experienced staff, We also offer classes on specialized methodologies ased in
various projects to share ideas among staff. During the past yoar we have bogun developing
lraining that focuses on management skitls as part of our succession planning.™

Recomition of OPPAGA

OPPAGA is highly regarded across the country in the fleld of program evaluabion. It has
reccived professional recognition and has been cited as a leader in vanous publications. In
addition, the resulis of its reports often appear in ncwspapers and other sources. Since Dir.
VanLandingham’s 2003 appointment as Interim Director, OPPAGA has received the Impact
Award from NLPES every vear, 2003-2008. It also received the NLPES Txcellence in Research
Methodology and Overall Excelience Awards in 2007. Dr. Vanlandmgham indicated that this s
the only time that a single office has received all three of these awards 10 one year. Offices can
only be considered for the atter two awards onee every live years.

In “Grading the States ‘087, OPPAGA is described as “a pational leader in program
cvaluation.”™ When examining four major categories — money, people, infrastructure, and
information — and specific areas within each of these categories, the state as a whole recetved a
orade of B-. However, the state’s effort In the category of Performance Aunditing and Evalnation
received the highest possible rating, referred to as a ‘strength.” The “Grading the States 057
summary noied {hat performance auditing seemed to be improving across the country.’® It
further stated that “perhaps no efforl in the country is better than that in I'orida, where the Oilice
of Program Policy Analysis and Government Accountability comitnues to clmrn out an
impressive stream of reports sbout topics ranging from contracting to tisk managemert to child
abuse to the usc of steroids in the state’s sludent bodies. It provides program oversight that is
focused on performance and concerned with performance measures, results, cost-benefil znalysis
znd doing the Tight thing.™" H also quoted Howard Rasmussen, of the Flonida Center for Public
Management at FSU who said, “Every city, county and state necds an OPPAGA, EBveryvonc
needs that kind of information to know if what they’ve done has worked.” .

A report by thc Center for Governmental Studies, a California-based policy research group,
identified OPPAGA as an “excellent model” for the State of California to consider In
developing/improving non-partisan research Jor their state legislature.”  Florida mewspapors
have often made complimentary remarks about OPPAGA when reperting the results of their

* This initiative, a vearlony coltaboration berween Govarsing, the Pew Center on the States and & group of
academic experts from four different colleges and uaiversities, ts a report card on the guality of managemens in alk
50 states. The projsct 5 officially known as the Governmens Performance Project The 2008 project was the founh
effort in approximarely the last 10 years.

'* Katherine Barrstt and Richard Greene, “Grading the States "04&: The Mandate to Measwe,” Governing, March
2008, p. 47,

 Yatherine Barrew and Richard Greene with Zach Parton and J. Michael Xeeling, “Grading the States “035: Tke
Year of Living Dangerously,” Geovarning, February 20035, <h i www, goveming, com/e a2 005 mirs. him >
{&/8/08). .

Y fhid,

18 Ibid. _

I8 Gacha Horwitz, Termed Out: Reforming California’s Legislative Term Limits, Center for Governmental Studtes,
2007, p. 41,
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reviews. Dr. Fran Berry, Chair of FSU’s Askew School has studied program cvaluation efforts
across the counmtry and provided very positive remarks about OPPAGA and D
VanLandingham’s leadership. In addition to acknowledging that OPPAGA s one of the best
programs in the couniry, she cited specific cxamples of the strength of the office: the volume of
reports issued is quite high; it has shortened the reports to make them more user-fiendly; it has
worked on marketing s reports; it has taken steps to improve the website: and, it provides
weekly updates.

MNext Four Years

Pending reconfirmation, Di. VanLandingham hopes lo continue as OFPAGA’s director for many
vears. When Committee staff asked him to provide his plans for the next four vears, he provided
the following initialives.

s “Help ensure that the Sunset Review piocess meets the Legislature’s intent to
cxamine 21l state agencies and identify opporlonitics to reduce costs, streamling
administration, and improve services;

s Work with NCSL to strengthen the quaniity and quality of professional
development opportumtics made avatlable to all legisiators and legislative staff
through ¢-learning technologies;

« Through succession planning and ongoing professional development, preparc
OPPAGA for the anticipated tetirement of several senior stafl in coming years;

» Expand technologies for providing remote on-demand briefings to legisiators and
staff on OPPAGA projects and reparts;

o Tpdate OPPAGA’s website to crihance its valuc to legislaiors and stall and make
it easier lo access DPPAGA projects.”

Conelusion

Dr. VanLandingham has often referred to OPPAGA as “the research arm of the Logislature.”
OPPACA produces a large volume of well-weitten, coneise, informative, and timely reporis. Dr.
VanLandingham and his staff have effectively marketed their services to the members of the
Legislatare, commiitess, and lopistative staff. OPPAGA receives nurierous requests 1o present
its 1eporl findings before legislative commitlees cach yeart and many of its recommendations
have been adopted as state pobiey.

Tis work products extend well beyond issuing reports that are directed by staluls, pProviso
language, or the Commiitee. It offers FGAR, an encyclopedia in gleciromdc and print version,
which provides a wealth of information on over 200 state programs. It sends out a weekly
electromic newsletter that profiles OPPAGA. reports and other timely policy issues. Recently,
OPPAGA has issued an increasing mumber of reports in a memorandum format to mest the
information needs of leadership and other members when a less formal or quicker response 1s
needed. Also, its speciatized research teams are ofien called upon to consult with or answer
quick queations for members and staff.

T GPPAGA staff testified before legislasive committees 28 times during Fiscal year Z007-08.

B TR
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Tor. VanLandingham appears to always be striving to find ways to mmprove operations. He has
sought to improve commuaication both within fus office and with leadership and other members,
committees, and staff. e has improved internal processes 1o get reports out quicker and now as
a way to deal with staff reductions. And he has iniroduced new ways to defiver report findings
such a3 the tecenily released PolicyCasts, narrated PowerPoint presentations. He and his stafy
have a good working relationship with the Aunditor (Feneral and regularly brief each other on

thefr projects. An external review of the OPPAGA’s work products and tralning program was

exemplary. Dr. VanLandingham and his office have been recognized as one of the best In the
business by professional organizations and various publications.

Thnic to the nature of OPPAGA reviews, there may be times when a member docs not agree with
the recommendations of an individual report. For fhis rcason, the performance of the direcior
sheuld be evalusied on the basis of OPPAGA’s overall body of work, The four-yeer revicw
eyele provides a rcasonable peried of ltime In order 1o adequatcly review the director’s
performance,  Committee stafl” belicve that Dr. Vanlandingham has done an ocutstanding job
mesting the infurmation nesds of the Florida Legslatme during his firsl [onr years as
OPPAGA’s director. Committee stasf recommend that Dr. VanLandingham be reappointed as
the Director oF OPPAGA.

R | el o 1 I
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Appendix 1

JOINT RULE FOUR
JOINT LEGESLATIVE AUDITING COMMITTEE

4. 1—Responsibilities _

(1) On or before Deeember 31 of the year following cach decenmial census, the Legislative
Anditing Committee shall review the performance of the Auditor General and shall submit a
report to the Legislatare which recommends whether the Auditor General should continue to
" gerve in oifice.

{2) The cxpenses of the members of the committee shall be approved by the chair ol the
committec and paid from ihe appropriation for legislative expense.

3) The committes shall submit to the President of the Senate and the Speaker of the House of

Representatives, for approval, an cstimate of the financial needs of the comrmlize, the Auditor
General, and the Office of Program Policy Analysis and Govemment Accountability.
(4) The committes and the unils it oversess, including the Auditor General and (he Office of
Program Policy Analysis and Governraont Accountability, shall subrmit their budgat requests and
operating budgets to the President of the Scnate and the Spcaker of the House of Representatives
for prior written approval by the presiding officers acting together.

(5) The comuniilee may receive requests for audits and reviews fom legisiators. Stalf of the
committee shall Teview each request and malke a recommendation to the committee concerning,
Hy disposition. The manner of disposition recormmended may be:

{a} Assignment to the Auditor General for inclusion in a regularly scheduled agency audit;

{b} Assignment to the Auditor General for special audit or review;

{c) Assignment to the Office of Program Policy Analysis and Government Accountability for
inclusion in a regularly scheduled performance audit;

() Assignment Lo the Office of Program Policy Anulysis and Government Accouniabihity for
special audit or review;

(e} Assignment to commitiec staff; or
(£} Rejection as being an unneccssary or inappropriate application of lepislative resources.

{6) The committes may at any tirne, without regard to whether ihe Legistaturs is in scssion, taks
under investigation eny matter within the scope of an audit either complated or then being
conducted by the Auditor General ot the Office of Program Policy Analysis and Government
Accountability, and in connection with such investigation may cxercise the powers of subpoena
by law vested in a standing committee of the Legislamure. _

(7 The cominittee shall review the performance of the director of the Office of Program Policy
Analysis and Government Accountability every 4 vears and shall submit a weport to the
Legislature recommending whether the director shonld be reappointed. A vacaney 11 the oifice
must be filled in the same manner as the original appointment.

CUITTIE
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Appendix 2

11.51 Office of Program Policy Analysis and Goverrment Accouniability.—

{1y There is hersby created the Office of Program Policy Apalysis and Government
Accountability as a unit of the Office of the Auditor General appointed pursuant to s. 11.42. The
office shall perform independent examinations, program reviews, aad other projocts as provided

by genera! law, as provided by concurrent resofution, or as directed by the Legislative Audiiing -

Corunittee, and shali providc recommendations, trainiug, or other sorvices to assist the
Legislature,

{2y The Office of Program Pohcy Analysis and Government Accountability is independent of
the Anditor General appointed pursuant to s, 11.42 for pusposes of general policics established
by the Legislative Auditing Committee.

{3y The Office of Program Policy Analysis and Government Accountability shall maintain 2
schedule of examinations of state programs.

{4y The Office of Program Policy Analysis and Government Accountability i authorized to
cxamine all entities and records listed 5. 11.45{3).

(5) At the conclusion of an cxamination, the designated representative of the dircctor of the
Office of Proeram Policy Anslysis and Government Accountability shall discnss the examination
with the official whose office is examined and submit to that official the Oiffice of Program
Policy Analysis and Government Accountability'’s preliminary findings. If the official is not
available for receipt of the preliminary [indings, clearly designated as such, delivery thereof 1s
presumed to be made when it is delivered to his ot her office. Whenever necessary, the Office of
Program Palicy Analysis and Government Accountability may request the official to submit ais
o+ her written statement of cxplanation or rebuttal within 13 days after the receipt of the findings.
Tl the responsc time is not tequested to be within 15 days, the official shall submit his or her
response within 30 days after receipt of the prelininary findings.

{6} No later than 18 months afier the release of a report of the Office of Program Poln:}
Arnalysiy and Government Accountability, the agencies that are the subject of that teport shall
provide data and other information that describes with specificity what the agencics have done to
respond o the recommendations eontained in the report, The Gffice of Program Policy Analysis
and Govermment Accountability may verify the data and information provided by the agencies. 10
the data and information provided by the agencies are deerned sufficient and accuraice, the Office
of Program Policy Analysis and Government Accountability shall report to the Legistative
Auditing Committee and to the legislative standing committees concerned with the subjcct areas
of the audit. The report shall include a summary of the agencies’ responses, the evaluation of

those I'CSPCIELSﬂa and any recommendations deemed to be appropriate.
History.—-s. 2, ch. 90-110% a. 16, ch. 94-249: . 30, ch. 96-5318; 2. 1, oh. $6-380; s 6, ch. 2000-86; 5. 17, ch.
2001-268; 5. 3. ch 2004305,
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Anpendix 3

11.511 Director of the Office of Program Policy Analysis and Government
Accountability; appointment; employment of stafl: powers and duties.—

{13{a) The Legislative Auditine Commiitee shall appoint a director of the Office of Program
Policy Analysis and Government Accourtability by majority vote of the committee, subiect to

confirmation by a majority vote of the Senate and the House of Representatives. At the time of

appointment, the director must have had 10 years' experience in pelicy analysis and program
evaluation. The reappointment of a director it subject to confirmation by a majority vote of the
Senate and the House of Represcatatives. The Legislative Auditing Committee may appeint an
interim director.

(b} The appointment of the director may be terminated at any time by a majority vote of the
Senate and the House of Representatives.

{2%a) The director shall take and subseribe to the cath of offics required of state officers by
the State Constitution.

{by Unti] such time as each house confirms the appointment of the director, the appointes
shall perform the functions as provided by law.

{3Way The director shall make all speading decisions under the anmial operating budget
approved by the President of the Senale and the Speaker of the House of Representatives. The
director shall employ and set the compensation of such professional, techmical, legal, and clerical
staff as may be necessary to fulfill the responsibilities of the Office of Program Policy Analysis
and Government Accountability. in accordance with the joint policies and procedurcs of the
President of the Scnate and the Speaker of the House of Representatives, and may remove these
personnel. The staff must be chosen to provide a broad background ol expericnce and sxpertise
and, 1o the maximum cxteni possible, to represent a range of disciplines that includes-law,
engineering, public administration, cnvironmental science, policy analysis, economics,
sociology, and philosophy.

(b)  Am officer or fulltirme cmployee of the Office of Program Policy Amnalysis and
Government Accountability may not serve as the representative of any political party or on any
execilive commirtes or other governing body thereof; recelve rcmuneration for achivities om
behalf of any candidate for public ofTice; or engage, on behalf of any candidate for public office,
in the solicitation of votes or other activities in hehalf of such candidacy. Neither the director of
the Office of Program Policy Analysis and Government Accountability nor any emplovee of that
oifice may become a candidate for election to public office unless he or she first resigns from
office or employment.

(4) The director shall perform andfor contract for the pecformance of examinations and other
duties as prescribed by law. The director shall parform his ot her dutics independenily but under
general policies established by the Legislative Anditing Committee.,

(5% The director may adopt and enforce reasomable tules nccessary to factlitate the
examinations, reports, and other tasks that he or she 1s authorized to perform.

B
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) When the director determings that conducting an exdmination would not be possible due 1o
workload limitations or the project does not appear to be of critical interest 10 the Legislatre,
then, with the comsent of the Presideat of the Semate end the Speaker of the House of
Representatives, the director may temporarily or indefinitely postpone such examinations. The
ditector may at any tirme conduct a performance review of a governmental entity created by laiw.

History.—s. 3, ch. 90-110; 5. 3, ch. 92-1£2: 5. 17, cho 94249, 5, 1310, ch. 53-147,; 5. 31, ch. 96-318; a. 18, ch,
29-333: 5, 18, ch. 200 256,
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Appendix 4

JOINT RULE SIX

OITICE OF PROGRAM POLICY
ANALYSIS AND GOVERNMENT ACCOUNTABILITY

6.1—Responsibilities of the dircetor

{13 The director may adopt and enforce reasonable nies necessary to facilitate the studies,
reviews, and reports that the office is authonized to perform.

{2} The director shall prepare and submit annualfly to the President of the Senate and the Speaker
of the House of Representatives for their joint approval the annnal projected work plan of the
office iIn conjunction with & proposed operating budget [or the ensuing fiscal year.

{3) Within the monetary limiiaiions of the approved operating budget, the salaties and expenses
of the director and the staff of the Office of Program Policy Analysis and Government
Accountability shall be paid from the appropriation for legislanve cxpense or any other moneys
appropriated by the Legislature for that purpose. The director shall approve all bills for salaries
and cxpenses before the same shall be paid.

{4} Within the monetary limitations of the approved operating budget, the dircctor shall make all
spending decisions, including entering into contracts on behalf of the Office of Program Policy
Analysts and Government Accountabikity.

(5) The director shall transmit to the President of the Scnate and the Speaker of the House of
Represeniatives, by December 1 of each year, a lisl of stafitory and fiscal changes recommended
by office reports. The rccommendations shall be presemted in two categories: one addressing
substartive law and policy issucs and the other addressing budget issues. The director may atso
{ranamit recommendations al other times of the year when the information would be timely and
nzeful for the Legislature,
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{850) 487-0578
Vanlandingham.gary@oppaga.fl.qov

Education

Ph.D. In Public Policy and Administration

Florida State Univarsity, 2008

Concentration in public policy and institutional theory

Dissartation: “A Voice Crying in the Wildermess — Legislative Oversight Agencies' Efforts to
Achieve Utilization™

AR R e e e e -

M.A. in Public Administraticn

Florida State University, 1881

Concentration in public policy and program evaluation methods

Thesis: "Escaping the Dusty Shelf: Florida Evaluation Office Strategies to Achieve Use"

B.A. in Political Science, High Honors

University of Florida, Gainesville, FL, 1978

Concentration in Public Administration and Public Palicy i
Honars Thesis: “Advise and Forget — County Planming Efforts in Florida™ L

PROFESSIONAL EXPERIENCE

Director, Florida Legislature, Gffice of Program Policy Analysis and Government
Accountability, Tallzhassee, FL {2003 to present). Provide stralegic direciien and
manage the nation’s largest state-level legislative policy ressarch and evaluation office
(92 staff, 510.2 million budget, 150 researchievaluation reports annuaily). Direct and
mentor managemeant staff to focus organizational culture en value-added activities. Re-
aengineered work processes to increase report production by 80% and substantiatly
enhanced the office's working relationship with legislative leadership and members o L
ensure that products mest legisiative information needs. :

Deputy Director, Florida Legislature, Office of Program Pelicy Analysis and
Government Accountabiiity, Tallahassee, FL {1996 to 2003). Managed Office's internal
aperations to ensure that office research studies were responsive to legislative needs,
completed within budget, and met quality standards. Coordinated staff development
activities, Including staff recruittment, training, and performance appraisal. Provided
liaison with legiclative leadership and executive-level agency managers.

Policy Coordinator, Flerida Legislature, COffice of Pregram Policy Analysis and
Government Accountability, Tallahassee, FL {1994 to 1986). Managed 12-person
unit conducting policy analyses and program evaluations of state government
grograms. Coordinated and facilitated project teams and drafted reports detatling
research findings. Provided liaisan with legislative committees and agency managers.

FProgram Audit Supervisor, Office of the Auditer General, Tallzhassee, FL {1980 to

1992). Managed 10 person unit conducting program audits of state government

programs. Pelor positions within Office - Assistant Program Aodit Supervisor 1587- :
1992, Senior Anditor 1984-1287; Auditer, 1982-1984). :
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Fvaluation Specialist, Leon County Schoe! Board, Tallahassee, FL (1581 to 1982).
Coordinagied student testing and pragram evaluation in 15 schools for District's Title 1
crogram.

Technical Researcher, Office of Evaluation, Department of Health and
Rehabilitative Services, Tallahassee, FL (1980 to 1981). Served as {feam member
avaluating state shild abuse programs; analyred quantitative data and drafted reports
to DHRS Sacretary.

Governor's Intern, Executive Office of the Governor, Tallahassee, FL {1879 to
1880}, Produced report demonstrating application of various public policy analysis
technigues in Florida government; tracked policy issues and assignments,

TEACHING EXPERIENCE

Adjunct Faculty

Finrida State University, 2005-prasent

tndergraduate - Infroduction to Public Administration {2005, 2008)

Giraduate - Govemment Accountability (2007, 2008); Policy Analysis Practicum (2007}

ASSOTIATION LEADERSHIP POSITIONS

National Staff Chair. National Conference of State Legislatures, 2008-2002
President. American Society for Public Administration Morth Florida Chapter, 2008-08
Matioha! Staff Vice-Chair. National Gonference of State Legislfatures, 20072008

Vice President. American Society for Public Administration North Florida Chapter,
2007-08

Board of Directors. WCSL Foundation for State Legislatures, 2007-2000
Advisery Committes Member. Trust for Represeniative Democracy, 2007-2008

Steering Commities Member. Council of State Governments State Comparative
Performance Measurement Initiative, 2007-2008

Past President. Sputheast Evaluation Association, 2005-2008

High Adventure Coordinator. Boy Scout Troop 23, Tallabassee, Florida, 2003-200%9
President. Southeast Evaluation Association, 2004-2003

Executive Committee Member. Southeast Evaluaiion Association, 2003-2008
Executive Commiftee Member. National Conference of State Legislatures, 2003-2006

Scoutmaster. Boy Scoul Troop 23, Tallahassees, Florida, 2000-2003.

Staff Vice Chair. National Conference of State Legislatures Assembly on State [ssues,

2000-2031

Btaff Chair. National Conference of State Legislatures Fiscal Affairs Commitise, 1998-
2000
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Legislative Staff Coordinating Committee Member. Nationa! Conference of 3tate
Legistatures, 1998-2009 '

Staff Vice Chair. National Conference of State Legislatures Fiscat Affairs Commitiee,
1658-1995

Chair. National Legislative Program Evaluation Society, 1998-1988
Executive Commitiee Member. National Legislative Program Evaluation Society,

1987-2000

AWARDS

A FIRL

Leadership Achievement Award. North Florida Chapter, The American Society Tor
FPublic Administration, 2008

Raui P. De Guzman Award. .Dutstanciing Doctoral Seminar Péper, Florida State
University, 2005

Legislative Staff Achievement Award. National Conference of State Legislatures,
2000

Public Service Fellow. Florida State Universily, 1879-80
Outstanding Two-Year Scholar, Univ_ersit'_-,.r of Florida, 1979 H

Fresident's Honor Relg. University of Florida, 1577-1978

ASSOCIATION MEMBERSHIPS

Ametican Sociaty for Public Adminisfration
Mational Conference of State Legislatures
Mational L.egislalive Prograrm Evaluation Society
Sputheast Evaluation Assoctation

AREAS OF RESEARCH SPECIALIZATION

Program Evaluation/Policy Analysis
Utilization of policy research
Government Accountability

Hollow state management

Perfarmance measturement/management
Legislative poticy davelopment

SELECTED ACADEMIC PUBLICATIOGNS

Vanlandingham, Gary, Steve Harkreader, John Hughes, and Melanie Hicks Tozzi.
(2008} "Florida’s Bright Futures Scholarships' Impact on High School Performance and
College Errolliment.” Journal of Student Financial Ald #38:1.
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VankLandingharm, Gary and Martha Wellman. (2007}, "Performance-Based
Budgeting in Florida: Great Expectations, More Limited Reality". In: Julnes, Berry,
Aristigueta and Yang, eds., Infernational Handbook of Praclice-Based Performance
Managemeni: 321-3410 : :

VanlLandingham, Gary. {2008). "A Voice Crying in the Wildarness — Legistative
Oversight Offices’ Efforts to Achieve Utilization". In: Meran, R, and K. Sullivan {eds)
Promoting the use of Government Evaluations in Poficymaking. New Directions in
Evalusifon # 112 23-38.

wanlandingham, Gary;, Martha Weliman, and Matthew Andrews. {2005). "Perionmance-Based
Budgeting in Floridz - Liseful But Not & Panacea", international Journal of Public
Administration 28: 233-253.

VanLandingham, Gary. {2005). “When the Equilibrium Breaks, the Stafiing Wil Fall — Effects of
Changes in Party Control of State Legisiatures and Imposition of Term Limiis on
Legistative Staffing” Jourmal of the American Sociely of Legistative Clerks and
Secretarios 11{1); 27-43.

vanlandingharn, Gary and Fran Berry. (20044 "Re-visiting the Field: Assassing PB® in Florida
Ten Years Later.” PA Times 27{2). '

SELECTED PROFESSICONAL PUBLICATIONS

| have been a prolific contributor to public policy literature over the course of my career
through professionat reports released by the Office of Program Palicy Analysis and
Governmeant Accountability. Over the past 12 years, | have contributed to well over 700
publications of the Office, primarily serving as research director and editor. Fram 1482
through 1995, my role was primarily that of team leader and primary author of
approximately 80 reports. A full listing of OPPAGA reperts is available at

htio ffwww oppaga.state fl.us.

Tho following hyperiinked examples of recont OPPAGA reports show the range of
policy issues addressed in the studies thal | have edited and directed:

Flarida’s Current Requlatory Framework Creates Challenges for State's Title [nsurance
Regulation. September, 2008, Report 03-53.

Redirection Program Achisves Lower Recidivism and a $14.4-Million Cost Sayings
Comparad to DA Commitment.  June 2008, Report 02-41.

tedicaid Reform: Few Beneffciaries Have Particinated in ihe Cpi-Ouf Program. June
2008, Report 08-37.

The Gopvarnance Structure af Florida’s Early Education Programs Presents
Administrative Chaflenges. June 2008, Report 08-35.

OCiptions Exist fo Address the Rising Cost of Texibooks for Florida’s College Studepfs.
June 2008, Report 08-28.

Dividing Laroe Florida School Disfricts Would Pose Financial, L egal, Other Comaolax
Challenges. April 2008, Report 08-26.

&% of Voluntary Prekindaraarten Children Are Ready for Kindergarten; Accounfability
Process Meeds improvement. Aprit 2008, Report 08-23.
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Several Steps Could Be Taken to Improve the Construction Complaint Process and
Increase Homeowner Protection. April 2008, Report 08-21.

Sevaraf Afternatives Could Be Used o Reduce Increasing (mprisonment of Persons
Driving with Suspended Licenses. March 2008, Report 08-12.

D) Should Better identify Af-Risk Youth. UUse Proven Prevention Models. and Revise
Funding Practives, _ February 2008, Report 08-07.

Additional Strategies Would Help Address the Barriers to Successful Adopiions.
January 2008, Report 08-06,

Students Encounter Barriers When Transferring Credit from Mon-Public institutions to
Community Colleges. December 2007, Report 07-49.

Rbt i) Bl {1 { I

Career Academy Students Perform Better Than Qiher Students Buring High Schmul{
Later Outcomes Vary. Octoher 2007, Report Q7-4(1

University Centers and Institutes Report Many Benefits: the Oversight Process Meads
to Be Strengthened. August 2007, Report 07-35.

Half of College Students Needing Remediatiopn Drop Qut: Remediation Complstars [0
Almost as Well as Other Students. May 2007, Report 07-31.

Selected professional publications for which | was primary author include the
following (some not avaifable on-line):

vanlLandingham, Gary. {2004}, Ensuring the Public Trust: Program Colicy Evaluation's
Fole in Serving Stafe Legislafures.  National Conference of State Legislaturas,
Denver, GO,

Review of Decentralized Surplus Property Management. February 1986, Report 85-41.

Review of the Effects of Decantralized Furchasing Authorify. February 1995, Report
D5-34.

Review of the Florida Deparfment of Transportation's Performance in Controlting Cost ;
Overruns ond Delays When Building Roads and Bridges. January 1938, Report E
S95-30. f

Geview of the Impact of the Creation of the Depariment of Management Services.
February 1985, Report 84-30.

Review of Florida Digse! Fuef Taxation, December 1984, Report 94-18.

Parformance Review of the Lise of the Public Records Madernization Trusf Fund,
September 18984, Report 54-04,

. Performance Audit of the Child Suppart Enforcemgnt Program Administered by the
Department of Health and Rehabilitstive Services. March 1993, Report 12032

Review and Evaluation of the Enferprise Zone Program. February 1993, Report 12033

Performance Audit of the Paternity and Child Suppont Esfablisfinent Program
Administered by the Department of Health and Rehabiitative Services. January
1883, Report 12002,
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Performance Audit of the Assessment of Required Criminal Fees Administered by the
State Courts System of Florida, December 1951, Report 11786

Ferformance Audit of the Freconstruction and Design program Administered by the
Department of Transpariafion. April 1988, Report 11207.

Performance Audit of the Foster Care Pragram Administered by the Depariment of
Health and Rehabilitative Services. January 1885, Report 11151

Performance Audif of the Management of Driver Licensing Program perations and
Workload by the Department of Highway Safsty and Motor Vehicles, May 1886,
Beport 10696.
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Performance Audit of the Securitivs Reguiation program of the Department of Banking
and Fingnce, January 1986, Report 10641,

Parformance Audit of the Farm Labor Contractor Regulation Program of ihe Department
of Labor and Employment Security. February 1985, Report 10494,

Performance Audif of the Municipal Police Officers’ and Firefighters’ Retirement Trust
Fund Programs of the Department of fnsurance. August 1984, Report 10423,

SELECTED CONFERENCE PAPERS AND PRESENTATIONS

“How Hollow Can You Ga - Cutsaurcing Child Weffare Services In Florida”™ (with Kaieng
Yang), Cemer for Accountability and Periormance Symposmm on Accountabifity and -_
Perfarmance Measurement: The Evolving Rale of Nonprofis in Public Servies Delivery, -
Claveland, Ohip, Octobar 25, 2008,

“ agisfative Oversight Cfficas - Who They Are, How They Work, and Why it Makes a
Difference”, National Legiskative Program Evaluation Socisty, Madison Wisconsin,
September 24, 2008.

“Tha Florida Sunset Review Process — Have We Al Been Here Before?® Florida ASPA
Conference, Seminole, Florida, May 11, 2007,

"Meeting Legisfative Information Needs in Oversight Studies", National Legistative Program
Evaluation Society, Park City, Uah, September 27, 2006,

"Speaking Truth fo Power - How Oversight Reports are Viewed by Legisialive Stakeholders”,
Mational Conference of State Leqisiatures Annual Meeting, Nashville, Tennessee, August
15, 2006,

“Speaking Truth to Power - The Art and Sclence of Cammuricating With Key Govermment
Stakeholders", Southeast Intergovernmental Audit Forum, Charlotte, North Carglina, April
27, 2008,

"Key Faclors in Promating Utitization', Southeast Evaluation Asscciation, Tallahassee, Florida,
February 3, 20086.

"Performance Measurement Systams - Haloful but not @ Panacea’, National Conference of State
Legislaturas Annual Meeting, Seattle, Washington, August &, 2003,

“When the Equilibrium Breaks, Staffing witt Falf’, Florida Political Science Association,
Tallghasses, Flarida, January 2005
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“Usfhg Performance Meastres to ldenfify Effective Frograms", MCSL Fiscal Chairs Serminar,
Charleston, South Carcling, December 8, 2004,

"Speaking Truth fo Power - Are Bvaluators Following Strategies Proposed by Research?”
Arnercan BEvaluation Association, Atfanta, GA, Movember 4, 2004,

“Identifying Effective Programs through Legisiative Evaluation and Performance Budgeting,”
National Conference of State Legislatures Symposium on Working Families, Philadelphia,
PA, June 15, 2004,

L egislative Oversight as a Means of Promoting Pofitical Accountebility of the
Admiristrative State", Southeast Conferencs on Public Admintstration, S_avannah,
Georgta, October 13, 2003,

e ot c

“| egisfative Use of Performance information”, Accountability Framewoark in the Public 3ector
Seminar, Ottawa, Ontario, February 4, 2003.

“Accountabifity and Performarnce Based Management — What /s the Real impact,
Southeast Evaluation Association, Tallahassee, Florida, January 24, 2003

“Increasing Legisfatiive Impact of Evaluations”, National Conference of State Legislatures Annuat
Meating, San Antonio, TX, August 13, 2001,

"Performance-Based Budgeling — Fanacea or Pipedraam?” Association for :
Budgeting and Financial Management, Amarican Society for Public Administration, .
Washingten, D.C., October 22, 1857, -

INTERNATICHAL WORKEHOPS AND DELEGATIONS

Mational Conference of State Legislatures delegations to Turkey, 2008; People's
Republic of China, 2008; Argentina, 2007. Germany Partnership of Parliamenis study
tour, 2005, National Cenference of State Legislatures technical assistance team (o
Migerian National Parliament, 2000.
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LOCAL GOVERNMENTAL ENTITIES NOT IN COMPLIANCE WITH REPORTING :
REQUIREMENTS OF S. 218.32 AND/OR S. 218.39, F.S. ;

LOCAL REQUIRED COMMENTS
GOVERNMENTAL REPORTS NOT ' : :
ENTITY NAME SUEMITTED

BrAkson ToW Bl

S

o

iy B T v ) O & =
aryville, Town of FY 2006-07 AFR & Avdit
{Washington County]  FY 2005-06 Audit rogarding FY 2005-06 and earlicr reports, Mo résponse
FY 2004-05 AFR & Aodit | recelved. c

FY 200304 Audit o
Mailed Jetter dated 9/25/2008. No response was recelved. :
fimeets threshold to have
andit performed onee every | 2/16/2009: Called Fown and spoke with Towm Clerk, She
3 y=ars} stated fhaf she was noi sware of any andits that have been
periormed. She will bave her bookkeeper call me to discuss
filing the missing AFRs. Asgf 2/16/2009, bookkesper has
not called.

3/5/2009: Spoke w/Town Cletk who stated that bockkeeper
handles financial reports and she would leave message for i
bookkssper to call - sent fax with details Telating te required -
Teports since no e-mail.




LOCAL GOVERNMENTAL ENTITIES NOT IN COMPLIANCE WITH REPORTING
REQUIREMENTS OF §. 218.32 AND/OR S, 218.39, F.S.

Islandia, City of
(Miami-Dade County)

FY 2006-07 AFR & Andit
FY 2005-06 AFR & Andit
FY 2004-05 AFR & Andit
FY 20{3-0d AFR & Andit
FY 2062-03 AFR & Aundit
FY 2001-02 AFR & Audit
FY 2000-01 AFR & Audit

Adtempied to contzet in previous years.

Mo letter sent in September 2008 since there was noe contact
information available. City appeats to be inactive.

O !

..... o

Pah
{Palm Beach County)

FY 2006-07 AFR & Audit

2005-06 AFR and audit. Finance director stated that e was
stew to the job and that there was a complete tunover in
finance department staff I the past year. He realizes that
city is not in compliance; they arc workdng to get current.

Mailed letter dated 25/2008. Received letter dated
0/30/2008, from Interim city manager, who stated that FY
20035-06 audit is in progross and expected to be presented 1o
city commission in mid-October 2008, The city plans {o
have the fallowing year™s andit started soon thersatter and
completed by February 2009,

A T1A0%: Spoke with city manager who indicaied that FY
2005-06 audit is now complete & audit report was to be
presented o Gity cornmission at vesterday's meeting;
however, due to auditor's iliness, report will be presented at
2/24/00 meeting. BFP for audit services for FY 2006-07 &
2007708 audits will soon be mailed. Since andit is complete,
suppested that he file FY 2005-06 ATR. Gave him DFS
Burean of Local Government's phone numher for any
questions re: AFR Gling.

3/27/2009: AFR and audit repoet for FY 2005-06 were
received.




LOCAL GOVERNMENTAL ENTITIES NOT IN COMPLIANCE WITH REPORTING
REQUIREMENTS OF S.218.32 ANI/OR 8. 218.39, £.8,

[Hernando County]

FY 2006-07 Audit
FY 2005-04 Audit

FY 2004-03 Aundit

FY 2{03-04 Andit
F 2002-03 Andit

NOTE: No AFRs reeeived for FY 1997-98 through FY
ANt -07, Mo gudits received for FY 1997-98 and forward
Audil threshald for annal sudil met sinee FY 2002-03,
bazed on ATT dats

Conlacted city in January and Febroary 2008 regarding
missing andits. Received lelter dated 2/13/2008 from law
[irm representing city. Tetler stated thar, under protest, the
city has engaged CPA firm to perform an andit. Also
requesied that any commillee action be defesred antil after
audit is received.

Mailed lotter dated 9:25/2008. No response reccived.

Ag of 20132009, the Anditor General’s Office has pot

! raceived any audits of the €Ity

L



LOCAL GOVERNMENTAL ENTITIES NOT IN COMPLIANCE WITH REPORTING
REQUIREMENTS OF S. 218.32 AND/OR 8. 218.3%, F.S.

TR



LOCAL GOVERNMENTAL ENTITIES NOT IN COMPLIANCE WITH REPORTING
REQUIREMENTS OF 8. 218.32 AND/OR 8. 21839, F.5,

LOCAL REQUIRED REPORTS | COMMENTS
GOVERNMENTAL | NOT SUBMITTED

EN'I'ITY NAME

Baker Fire District FY 2006-07 AFR & Audi Attempt:.d o contact r.eglstered %Ent via Eclephonf: and e

{Dkaloosa County) - | FY 2005-06 Audit* mail in January 2008, He called in February 2008 to discuss
Y 2004-05 Audit* audits dus. Told him that district needed o at least get Y
FY 20053-04 Ande* 2005-04 audit submitted and stay current. He stated that he
understood that they would alzo need an andit for FY 2006-
{*met threshold to have 07 singe they were above the $100,000 threshold and will
andit performed omee every | discuss with CPA and hoard members and let me know time
3 years) frame.

Mailed letter dated 9/25/2008. o response was received.

3/5/2009; Calted registared agent and left voicemail
message with some detafls, Sent e-matk b him; however, ¢-
mail was returned undeliverable, Wo contzet information

waz located on-line, NOTE: E-mait address was obtamad
fmm CCA's spaclal disiTict mﬁzrrmatmn program website. ]

Bmward Sﬂﬂ & FY EEI’DS-—I'I._‘;E; Audlt* B Contmt mm d1sn'1c1: in January 2008. No money ¢ available
Water Conservation { FY 2004-05 Audiv* to pay for audit since only Federal funds recelved. Expect to
District {Eruward FY 200304 Audir* cloze oul Federal project in 2008 and obtain audi at that

nma Belaw am'lﬁ ﬂlreshold fm F‘x’ EDDE D?

R o 11



LOCAL GOVERNMENTAL ENTITIES NOT IN COMPLIANCE WITH REPORTING
REQUIREMENTS OF 5. 218,32 AND/OR 5. 218.39, F.5.

Narthwest Florida FY 2006-07 AFR & Audit
Trapsportation FY 200506 AFR & Audit
Corridor Authority

[mulit - Bay,
Escamhia, Franklin,
Gulf, Okzloosa, Santa
Rosa, Wakulla, and

Contacted authority in February 2008 regarding FY 2005-06
audit.

Recelved tetters dated 2/15/2008 and 12/9/2008 explaming
simation. Authority is not provided with public fimds for
administrative purpases and is working with FDXOT to fulfill
its audit responsibilities.

Waltnn Counuas]

Pasco Heights Road | EY 2006.07 AFR & Audi
& Bridge District FY 2005-06 Audit
[Pasco County) FY 2004-05 AFR & Audit

rs]aung 1] reqmred repurts i hml

Attampted o mntact r-aglstemd ageni via t&iephona and e-
rrail in Febnesy 2008 regarding FY 2005-06 and sartier
reperts. Wo responie recelved.

Mailed letrer dated 2/25/2008. No responss was tecetved.
3/5/2009: Cafled registercd agent who ndicated that he is

person responsible for filing the required reports and knows
that Lhe cHstrfet fs behind. 3/6/2009: Sent fax with details

FITIRL Ot



AUDITOR GENERAL
STATE OF FLORIDA

(574 Clande Pepper Building
I pa 11% West Madison Strest e —
Ly Ty . WIARTEIN, LLE: - - n e B S -3
AUDITCR GREERAL Tallahassee, Flodda 32399-1450 Bas: 850-488-6973

January %, 2009

The Honorable Alex Diar de la Pornlla, Chair
Legislative Auditing Committee

111 West Madison Screet, Room 876
Tallahassee, Florida 32395-1400

Dear Senator THze de Ia TPoralla:

Pursuant o Section 11.45(7y(a), Florida Statutes, this letter is to nonfy you of the resulis of our
determination as to which local guvemnmental entities were required to provide for an audit for the
2006-07 fiscal year but failed to do so. A sepatate notification regardinig district school boards,
chartet schools, and charter technical career conters that faled o provide for an andit for the 2006-
(77 fiseal vear was previously made in a letter dated November 3, 2008, A recap of our
determination for local governtnental entities as of January 7, 2009, is as Tollows:

Individual Entty Repotts Received Gl 372 715 1,133
Included in Another Entiry's Awdic Report {2 nfa f1/a 43% - 430
INot Required to Fj:le {3y n/a 7 271 228
Upable ro Deteonine Whether Audit Was n/a 3 63 KL

Bequired {4)

Did Mot Tile Recid.red Audit Repart 0 28 48 6
Tom] Lnttes | 56 412 1488 1966

{1} The consulidzeted rity/ county government of Jacksenvilley Duvz] Connty is classified as 2 mmicipality {ot
purposes of this letter. '

(2 Includes dependent special districts that were included i audic reports of counmcs o muniripalities,
(3 Entities did not meet the thresheld for required submission of andit seports.

) Unpable to obtain sufficient information to determine whether these entities met the theeshold requiting
sbmission of an 2udic toport-

werw.mytorida cnmfandgen

ST



The Honorable Dhiaz de Iz Pertlla
Jarary 8, 2009
Page ‘Twra

For the 2006-07 fiscal year, pursuant to Section 218.39(1), Florida Statures, the following entities
were requited to provide for an annuel Fnandcial andit of their accounts and records within 12
menths after the end of their respective fiscal year:

Each covaty

Fach municipality with revennes or the total of expenditures dnd expenses In excess of
$250 000

Fach municipality with revenues or the total of expeaditures and expenses between
$100,000 and $250,000 thar has not been subject to a financial audit for the two preceding
fizcal Fears

Each speciat district with revenmes ot the toral of expenditures and expenses in excess of
F100.600

Flach special district with revenues or the tofal of expendimares and expenses berween
$50,000 and $100,000 that has not been subject to 2 financial audit for the two prececing
fscal peats:

Section 218.39(8), Flords Staruees, requires that any financial audit repost required undet Section
218.39¢1), Flotida Statates, be submitted to the Auditor General within 45 days after delivery of the
audtit report to the local governmental entity, but no later than 12 months afrer the end of the fiscal
year of the local governmental entity. The following is a summary of those Jocal governmental
entities that either did not file required audit reports or did not tmely {ile audit reports:

o A toml of 76 local governmental entities that were toquired to provide for an zudit for the 2006-
07 fiscal year had not submirtted an andit repott to us. “Lhese local governmental entities are
listed oo Attachment A,

»  An additional 70 local govermments] entities may have been required to provide for a0 audit for
the 2006-07 fiscal yeat, bat had not submitted an awdit report to us. Because sufficlent financial
information was not readily available, it was not practical for us to determine whether an audit
was requited.  These local governmental entides are listed on Attachment B.

o Of the 1,153 audit reports that were submitted to us, 126 were not received within 12 months of
the local governmental entity's fiscat vear-end, contrary to Section 218.39(8), Florida Staeutes.
These loeal governmental entities are lsted on Attzchment C.

Please advise 1f vou or your staff have any questions regarding this infortnation.

Smcerely,

L0 4] A

Diand ¥, Afartn

DWM/mg/am
Attachments

¢ Mr. Terry Shoffstall, Staff Director, Legislative Auditing Committee

e myfintids com/audgen

TP



Alphabetical List of Local Governmental Entities
Far Which 2006-07 Fiscal Year Audit Reports
Have Mot Been Received - Audit Was Required
(A5 of January 7, 2009

MUNICIF_"ALIT!ES

1 Altha, Town Of

2 Belle Glade, City Of

3 Boynton Beach, City Of

4 Bronson, Gity Of

5 Caryville, Town Of

8 Cedar Grove, Town Of

7 Century, Town OFf

8 Cottondale, City Of

9 Davie, Town Of
10 Eatonvilie, Town OF

11 Esto, Town Of

12 Grefna, Town OF

13 Hillsboro Beach, Town Of
14 Mangonia Park, Town Of
15 Malbourme Village, Town Of
18 Moma, Town Of

17 Pahokes, Ciy Of

18 Pingllas Park, City Of

18 Polk City, Town OF
20 Port St. Joa, City Of
21 Quincy, City Of
22 Riviera Beach, City Of
23 Sewall's Point, Town OF
24 Seuth Bay, City of
25 St Leo, Town Of
26 5t Lucie Village, Town Of
27 Sweetwater, Cily Of
28 Weeki Waches, Tty OF

INDEPENDENT SPECIAL DISTRICTS
1 Argyle Fire Control District
2 Barefoot Bay Recreation District
3 Bay Creek Community Development District
4 Bella Verde Golf Community Development District
5 Befmont Lakes Community Development Dlistrict
& Chapel Creek Community Development Distnct
7 Collier Sofl & Water Conservation District
& Cory Lakes Community Developrment Disfrict
8 Dorcas Fire District
10 Hakitat Community Davelopment District
11 Hamifton County Memorial Hospital
12 Harbour Lake Estates Community Devefnpment District
12 Hastings Drainage District
14 Heritage lsles Community Development Distriot
15 Huntington Community Development Ristrict
16 K-Bar Ranch Community Development District
17 Lafayette Soil & Water Conservation District
18 Lakewood Ranch Community Developmernt Bistrict 1

Attachment A

Anplicable
MNote
1,3
1

[T,
e B

[
L L L2

[ WL T N, IR VR N R

1.3
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Alphabetical List of Lacal Governmentat Entities Aftachment A
For Which 20056-07 Fiscal Year Audit Reports
Have Not Been Received - Audit Was Required
(As of Fanuary 7, 2009)

Applicable
Note
INDEPEMDENT SPECIAL DISTRICTE (Continus}

19 Lakewood Ranch Community Development District 2
20 Lakewoocd Ranch Community Development District 3
21 Lakewood Ranch Community Development District 4
22 Lakewood Ranch Community Develapment District 5
23 Lakewood Ranch Community Developrment District §
24 Lanark Village Water & Sewer District 1
25 Lee Soil & Water Conservation District
25 Manatee River Sofl & Water Congervation District
27 Mariin Soil & Water Conservation District 1.3
28 Meadow Pines Community Development District
25 Meritt Island Public Library District
30 Morth Springs improvemeant District
31 Ocean Highway & Port Authority
32 Orange Hill Soil & Water Conservation District
33 Panther Trace || Community Developement District 1.3
34 Pasco County Mosguite Control District 1
35 Pasco Haeights Road & Bridoe District 1
36 Ping Island Community Development Disirict 1
37 Renpaissance Community Development District 1.3
38 Rivercrest Community Development District ' 1
39 Saminole Scil & Water Conservation District 1
4] Stonelake Ranch Communily Development District 1.3
41 Stoneybrook Community Development Distrist 1.3
42 Bunrise Lakes Phase IV Recreation Disirict 1
43 Buwannes Valley Transit Authotity 1
44 Tern Bay Community Develeprment District 1.3
45 Tradition Community Development District 1
46 Tri-County Alrport Authority 1,3
A7 Vfiara East Community Davelopmeant District 1
48 Withlaconches Regional Water Supply Authority 1

T R R A e Y
Y e “
d o G L L

% X 4 1 A"

NOTES

(1) Based on previous audit reporis or other financial reports filed by the entity, the entity was
required to provide for an audi for the 2608-07 fiscal year,

(2} According to available financial information, the entity did et provide for an audit for either of
the prior two fiscal years and had revenues or expenditures/expenses in an amount that
requires an audi.

{3} The entity aither requested an extension or indicated that the audit was in progress; however,
as of January 7, 2009, we had not received the audit report

{4} The Town was dissolved by referendum on September 30, 2008
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Alphabetical List of Local Governmental Entities

For Which 2006-07 Fiscal Year Audif Reports

Have Not Been Received - Audit May Have Been Required

(A= of January 7. 2005)

MUNICIPALITIES
1 Belleair Shora, Town Of
2 Cloud Lake, Town Of
2 Islandia, City Of
4 Loxahatches Groves, Town of
5 Westville, Town Of

INDEPENDENT SPECIAL DISTRICTS
1 Alachua Soil & Water Conservation District
2 Almarante Fire District
3 Agua lsles Community Development District
4 Avenues Walk Community Development District
5 Baker Fire District
8 Belia Verde East Cormnmunity Devalopment District
7 Bela Verde Lake Community Development District
& Bermont Drainage District
& Big Bend Water Authority
10 Blackman Fire District - _
11 Boyaton Village Gommunity Development District

12 Broward County Education, Research & Training Authority

13 Chandlars Meadow Community Development District
14 Civil Service Board of Sania Rosa County

15 Duette Fire and Rescue District

16 Hamilten County Soil & Water Consarvation District
17 tsles of Bartram Park Community Development District
18 Highlands Road & Bridge District

19 Holt Fire District

20 Jackson Soil & Water Conservation District

21 Lake Beuthahatchee Community Development Districi
22 Legends Bay Community Development District

23 Magnolia Bluff Communily Development District

24 Nassau Soil & Water Conservation District

25 Northwest Florida Transportation Corndaor Authority
26 Dcata Downtown Development District

27 Ochiockones River Soil & Water Consarvation District
28 Orange Soil & Water Conservation District

23 Peace River Soil & Water Conservation Disiric

30 Pembroke Harbor Community Development District
31 Pinecraft Lighting District

32 Poik Transit Authority

" 33 Santa Fe Soil and Water Consetvation District

34 Santa Rosa Bay Bridge Authority

45 St Lucie County Expressway and Bridge Authority
35 Sumter Soll & Water Conservation District

37 Tampa Bay Area Regional Transportation Aulhority
38 Tampa Bay Commuter Transit Authority

3% Treaty Caks Community Development Bistrict

40 Tupele Soil & Waier Conservation Distnct

41 Verandahs Community Development District, The

42 Villages of Avignon Community Development District
43 Yellow River Soil & Water Conservation District

Aftachment B

Last Audit
Received

2008
(1
{1}
{1}

2002

2000, (1)
2002
{1)
{1
{1
it
i
Ay
(1}
2006
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Alphabeticat List of Local Governmental Entities
For Which 2006-07 Fiscal Year Audit Reports

Have Not Been Received - Audit May Have Been Required

{As of January T, 2008)

DEPENDENT SPECIAL DISTRICTS
44 Beacon Méadows Special Dependent Tax District
45 Broward Econamic Development Board
45 Carrabelle Hospitat Tayx District
47 Cedar Grove Community Redevelopment Agency
48 Community Redevelopment Agency of the Town of Havana
49 Country Lakes Special Depandent Tax Distct
50 Cypress Woods Common Facllities District
51 Eastern Volusia Reqional Waier Authonty
52 Gadsden County Industrial Development Authority
53 Hillsborough Educational Facilities Authority
54 Marion County (ndustrial Development Authority
55 Northweast Neighbarhood Improvement District
56 FPace Property Finance Authority
57 Palm Beach County Educational Facilifes Authority
58 Palm Beach County Health Facilities Authorrty
59 Pasco County Health Faciliies Authority
&0 Pine Holiow Special Bependert District
6t Seminole County Indusirial Development Authority
82 Springfield Community Redevelopment Agency
84 Tarawood Grove Spacial District
B5 Water and Sewer Expansion Authority

MNote

Attachiment B

Last Audit
Received

1)
1)
1)
1)
)
M
8
A
2003
("
n
)
()
1)
2005
()
1899, {1}
2005
()
1989, (1)
(1)

{1y No record of audit received for the 2000-01 through 2005-06 fizcal years.
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Alphabatical List of Local Governmental Entities
For Which 2006-07 Fiscal year Audit Reports Were
Not Received within 12 Menths of Fiscal Year-End

{4z of January T, 2009}

COUNTIES
1 Columbia County
2 Jaclkson County
3 Lafayette County
4 Union County

MUNICIPALITIES

5 Alford, Teran OF

£ Briny Breezes, Town Of

7 Carrahelle, City Of

8 Cedar Key, City Of

8 Center Hill, City OF
10 Dawvenport, City Of
11 DeBary, City Of
12 FortWhite, Town OFf
13 Golden Beach, Town Of
14 Greenville, Town Of
15 Highland Park, Village Of
16 Jacob City, City Of
17 Jupiter Inlet Colony, Town OF
18 Eaks Hamilton, Town Of
18 bLake Park, Town Of
20 Laurel Hill, City OF
271 Longhoat Key, Town Of
22 Miami Shaores, Village Of
23 Paxton, City Of
24 Surfside, Town Of
25 Umatilla, City Of
26 Virginia Gardens, Village OF

INDEPENDENT SPECIAL DISTRICTS
27 Amelia |sland Mosguito Control Bistrict
28 Arlington Ridge Community Development District
79 Ave Maria Stewsardship Community District
30 Avelar Creek Communify Development District
31 Bartram Springs Community Developmant District
32 Bay Colony Special Recreation District
33 Bayside Improvement Community Development District
34 Brooks of Bonita Springs Community Development District
35 Campbefiton-Graceville Hospital
38 Capron Trail Community Developmeant Disirict
37 Central County Water Cantrol District
38 Central Florida Regional Transportation Authority (EYNX)
38 Century Gardens Viklage Community Development District
40 Clearwater Cay Community Development District

Afttachment C

Date
Audit
Report
Received

1112108

10/08/08

10/21/08

110308

1008/08
120808
10M5/08
12708
11/18/08
11/03/08
16£20/08
1&¢08/08
11442408
11421408
11114608
11417/08
1142408
12208/08
1117108
1002008
11414108
11714408
10/13/08
12/11/08
1000708
10¢08/08

11421708
10/31/08
10f02408
1211508
10/06/08
11/20608
11410/08
10¢08/03
1142108
10/02/08
12/08/08
11424403
10f08/03
14424/08
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Afphabetical List of Local Governmental Entities
For Which 2006-07 Fiscal year Audit Reports Were
Not Received within 12 Menths of Fiscal Year-End

(As of January 7, 2003)

INDEFPENDENT SPECIAL DISTRIGTS (continued)
41 Colonial Country Club Community Development District
42 Country Greens Community Development District
43 Cyprass Club Recreation District
44 Destin Fire Contrad District '
45 Downtown Development Authority City of Miami
45 East Mulloch Water Control District
47 East Naples Fire Control And Rescue District
45 East Park Community Development District
49 Eastlake Caks Cormmmurity Development District
50 Fallschase Community Development Bistrict
51 Fiddlers Cregk Community Development District
52 Fiddlers Greek Community Development District #2
53 Florida Aflantic Research And Development Authority
54 Florida Crown Worlkiorce Board, Ine.
55 Gateway Services Community Development District
55 Gilchrist Solt & Water Conservation District
87 Grand Bay at Doral Community Development District
5% Hammock Bay Community Development District
58 Hardee Gounty Indigent Heatlih Care Special District
&0 Harmany Community Development District
&1 Hawi's Point Community Development District
82 Heights Community Development District (The)
83 Heritage Harbour Market Place Communily Development District
64 Heritage Hathour Scuth Community Development District
£5 Hentage Pines Cornmunity Development District
6 Lake Padgett Estates Independent Speciat District
57 Hillsboro inlet District
68 Hillsborough Gounty Public Transportation Commission
652 Hobe-5t. Lugcie Conservancy District
70 Holiday Park Park & Recreation District
71 Independence Park Community Development District
72 International Drive Master Transit And Improvement District
73 Islands at Doral (SW) Community Development District
74 Jacksomville Transportation Authority
75 Kendall Breeze Community Development District
758 Key Largo Fire Rescue and Emergency Medical Services District
77 Lake Powell Residential Golf Community Davelepment District
78 Lakeside Plantation Community Development District
75 Landmark af Doral Community Development District
80 Lee County Trauma Services District
81 Les Memorial Health System
82 tevy Soil & Water Conservation District
83 Magnclia Park Community Development District
84 Mediterra North Communify Development District
85 Mediterra South Community Development District

Aftachment C

Date
Audit
Report
Received

10402108

1040808
10414108
11/24108
12408108
12408103
1240808
10/15/08
10/15/08
10431108
10/08/08
10/08/08
12/17/08
12/03/08
10716108
1OM07/08
10/0B/08
10/06/08
11/26/08
100208
10/29/08
1215108
10/038/08
1HBEAE
1/G8I8
11/24/08
12/01/08

12/01/08

04/07/08
1210108
1117108
1126108
10/22/08
11121708
10/22/08
1002708
10/08/08
10/08/08
10/08/08
12/01/08
- 120108
10/07/08
10/28/08
10/08/08
10f08/08
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Alphabetical List of Local Governmental Entities
For Which 2006-07 Fiscal year Audit Reporis Were
Mot Received within 12 Months of Fiscal Year-End

(A of January 7, 2005)

INDEPENDENT SPECIAL DISTRICTS (eanfinued)
86 Midtown Miami Communify Developmant District
87 Miromar Lakes Community Development District
88 Moody River Estates Community Development District
B9 Mew Port - Tarmpa Bay Community Devefopment District
80 Mew River Community Development District
81 Marth Okaloosa County Fire Disirict
82 Ccean CityWifright Fire Contral District
93 Palm Bay Community Developmant District
B4 Palm River Community Development District
85 Parklands Lee Communiy Devetopment District
868 Parklands West Community Development District
97 Pensarola-Escambia Prametion And Davelopment Commission
88 Pinellas Suncoast Transit Authority
99 Plantaton Acres lmprovernent District
100 Municipal Senvice District of Ponte Vedra Beach
101 Preserve At Wildemess Lake Communily Develepment District, The
102 Quarry Community Development District
103 Reunion East Community Developrment Disirict
104 River Ridge Community Devalopment District
145 Sarascia National Community Bavelopment District
106 South Dade Soil & Water Conservation Disirict
107 South Lake County Hospital District
108 South Trail Fire Protection & Rescus Service District
109 Space Florida
110 5t Aogustne Port, Waterway And Besch District
111 Stonebner Cormmunity Development District
112 Sunshine Water Control District
113 Tampa Bay Estuary Program
114 Tampa Palms Communify Deveinpmeni District
115 Three Rivers Regional Library System
116 University Square Community Development District
117 Verandah East Community Development District
118 Verandah West Community Developrment Disfrict
119 Volusia Soil & Water Conservation District
120 Wentworth Estates Community Development District
121 West Villages Improvemsant District

DEPENDENT SPECIAL DISTRICTS
122 Bellalago Educational Facilities Benefit District
123 Crescent Lakes Maintenance District
124 Flora Ridge Educational Facilifies Benafit District
125 Hillsborough County Industrial Development Authority
126 Face Property Finance Authority

Attachment C

Date
Audit
Report

Received

107214/08
10/08/08
10/08/08
1270808
12f08/08
108
112508
10/08/08
11/£24/08
10/31/08
1008108
11/26/08
11/28/08
1210/G5
12122108
1110/03
111008
1114/08
10/08/08
THOBMNE
121708
12/01/08
11/26/08
12108/08
12101708
1117708
10/38/08
12801108
11/04/08
12/03/08
10/08/08
100508
1&08/08
1110405
1HOE/05
10/02108

11/21/08
12/26/08
21108
1201/08
12/01/08
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- Non-Compliant Local Governments with 5.218.32(d)F.S. for Fiscal Year 2007
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WHITE.DEBORAH

From:

Sent:

To:

Ces

Subject:
Attachmenis:

Justin Young [Justin Young@myfloridacto com]

Woednesday, January 14, 2009 11:22 AM . Cimdn ded A2 miaevd
WHITE.DEBORAH: ANITA MARLOWE Rl ! _
MARILYM ROSETT] LT, r e e
Revised Non Compliant Report : S ' e,
Sept 30.x8 "r." Ve

Good afternoon Lagies. Last week you probabily received the 218.32 Non-compliant report from our office. Please replace
the Exhibit 1 section with the attached spreadshest. We found a glitch in how we processed the componernt upits for [ast
few paper submissions we received so a few of the dependent districts have been removed from the non-compliance st
No other changes fo the other Exhibits were mads.

Feel free to reply with any questions and have a great day — Justin

Justin Young
Financial Administrator

Bureay of Local Governtment

Phone; (850} 413-5712
Fax; {850 413-5548

PHLITEL
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WHITE.DEBORAH

" From: Justin Young [Justin.Young@myfioridacfo.com)
Sent: Friday, January 23, 2009 2:20 PM
To: WHITE.DEBORAH ' .
Cc: Brandy Tunnell; Burton Marshalt
Subject: FE: Lake Beluthaehatchee CTH)
Attachments: Sept 30 1-24-09.xIs
Hi Debtie,

Attached is the updated nen-campliance list with updated date finlds if the AFR was received since the last version and
the commant figld for the dependents,
Lake Beluthahatchee 20068 Ravenus is; $35,088 / Expendituras: $7,444

TR

Just reply with any further questions,
Have = great afiemoon | waeakend — Justin

Justin Young

Financial Administrator
Bureat of { ceal Governmernt
Phong: (850) 413-5712

Fax; 850y 413-3048

From: WHITE.DEBORAH [mailto:WHITE, DEBORAH@leg state.fl.us] : =
Sent: Friday, January 23, 2009 2:20 PM :
To: Jostin Young :
Subject: Lake Beluthahatrhaa CDD

dustin,

Per LOGER, tha ‘06 AFR for Lake Beluthahatehes CDD {#301532) was received on 1f5_."20ﬂ9_. Please e-mail mea the total
revenue and total expenditurefexnense amounts submitted by the COD. | need to determine if the audit threshold was
ek,

Thanks,

TDebbiz White, CPA, _ﬂnafyst

Juint Legislative Auditing Committee
Tefapfione # (850) gz2-5668

Fax #: (850) pz2-5667

white deforah®@leq.ctate. flus

111 ‘West Madison Street, Room 876
Tallahassee, Florida 32309-1400
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11.40 Legislative Auditing Committee.—

F* &> A N

(5) Foilowing notification by the Auditor General, the Department of Financial
Services, or the Division of Bond Finance of the State Board of Administration of the
failure of a local governmental entity, district school board, charter school, or charter
technical career center to comply with the applicable provisions within s. 11.45(5)-
(7}, s. 218.32{1}, or s. 218.38, the Legislative Auditing Committee may schedule a
hearing. If a hearing is scheduled, the committee shall determine if the entity should
be subject to further state action. If the committee determines that the entity should
be subject to further state action, the commitiee shall:

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

(bY n the case of a special district, notify the Department of Community Affairs that
the special district has failed to comply with the law. Upon receipt of notification,
the Department of Community. Affairs shall proceed pursuant to the provisions
specified ins. 189.421.

(c) In the case of a charter school or charter technical career center, notify the
appropriate sponsoring entity, which may terminate the charter pursuant to ss.
1002.33 and 1002.34.

* & & &
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11.45 Definitions: duties; authorities; reports; rules.—

Ak k &

(7} AUDITOR GENERAL REPORTING REQUIREMENTS. --

(3} The Auditor General shall notify the Legislative Auditing Committee of any locat
governmental entity, district school board, charter school, or charter technical career
center that does not comply with the reporting requirements of s, 218.39. The
committee shall proceed in accordance with s. 11.40(5).

(b} The Auditor General, in consultation with the Board of Accountancy, shall review
all audit reports submitted pursuant to s. 218.39. The Auditor General shall request
any significant ftems that were omitted in violation of a rule adopted by the Auditor
General, The items must be provided within 45 days after the date of the request. If
the governmental entity does not comply with the Auditor Generals request, the
Auditor General shall notify the Legistative Auditing Committee. The committee shall
proceed in accordance with s. 11,40(5).

(¢} The Auditor General shall provide annually a tist of those special districts which
are not in compliance with s. 218.39 to the Special District Information Program of
the Department of Community Affairs.

{d) DPuring the Auditor General’s review of audit reports, he or she shatl contact those
units of local sovernment, as defined in s. 218.403, that are not compliance with s.
718.415 and request evidence of corrective action. The unit of local government shatl
provide the Auditor General with evidence of corrective action within 45 days after
the date it is requested by the Auditor General. If the unit of local government fails
to comply with the Auditor General's request, the Auditor General shall notify the
Legislative Auditing Committee. The committee shalt proceed in accordance with s.
11.40(5).

(e) The Auditor General shall notify the Governor or the Commissioner of Education,
as appropriate, and the Legislative Auditing Committee of any audit report reviewed
by the Auditor General pursuant to paragraph (b} which contains a statement that a
local governmental entity, charter school, -or district school board has met one or
more of the conditions specified in 5. 218.503. If the Auditor General requests a
clarification regarding information included in an audit report to determine whether a
local governmental entity, charter school, or district school board has met one or
more of the conditions specified in s. 218.503, the requested clarification must be
provided within 45 days after the date of the request. If the local governmental
entity, charter school, or district school board does not comply with the Auditor
General's request, the Auditor General shall notify the Legislative Auditing
Committee. If, after obtaining the requested clarification, the Auditor General
determines that the local governmental entity, charter school, or district school
board has met one or more of the conditions specified in s. 218.503, he or she shall
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notify the Governor or the Commissioner of Education, as appropriate, and the
| egislative Auditing Committee.

(f) The Auditor General shall annually compile and transmit to the President of the
Senate, the Speaker of the House of Representatives, and the Legislalive Auditing
Committee a summary of significant findings and financial trends identified in audit
reports reviewed in paragraph (b) or otherwise identified by the Auditor General’s
review of such audit reports and financial information, and identified in audits of
district school boards conducted by the Auditor General. The Auditor General shall
include financial information provided pursuant to s. 218.32{1)(e) for entities with
fiscal years ending on or after June 30, 2003, within his or her reports submitted
pursuant to this paragraph.

(g) If the Auditor General discovers significant errors, improper practices, or other
significant discrepancies in connection with his or her audits of a stale agency or state
officer, the Auditor General shall notify the President of the Senate, the Speaker of
the House of Representatives, and the Legislative Auditing Committee. The President
of the Senate and the Speaker of the House of Representatives shall promptly forward
a copy of the notification to the chairs of the respective legistative committees,
which in the judgment of the President of the Senate and the Speaker of the House of
Representatives are substantially concerned with the functions of the state agency or
state officer involved. Thereafter, and in no event later than the 10th day of the next
succeeding legislative session, the person in charge of the state agency involved, or
the state officer involved, as the case may be, shall explain in writing to the
President of the Senate, the Speaker of thie House of Representatives, and to the
Legislative Auditing Committee the reasons or justifications for such errors, improper
practices, or other significant discrepancies and the corrective measures, if any,
taken by the agency.

(h) The Auditor General shall transmit to the President of the Senate, the Speaker of
the House of Representatives, and the Legislative Auditing Commiitee by December 1
of each year a list of statutory and fiscal changes recommended by the Auditor
General. The Auditor General may also transmit recommendations at other times of
the year when the information would be timely and useful for the Legislature.

[
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189.419 Effect of failure to file certain reports or information.--

(1) If a special district fails to file the reports or information required under s.
189.415, s. 189.416, or s. 189.417 with the local governing authority, the person
authorized to recetve and read the reports or information shall notify the district’s
registered agent and the appropriate local governing authority or authorities. If
requested by the district, the governing authority shall grant an extension of time of
up to 30 days for filing the required reports or information.

(2} If at any time the local governing authority or authorities or the board of county
commissioners determines that there has been an unjustified faflure to file the
reports or information described in subsection (1), it may notify the department, and
the department may proceed pursuant to s. 189.421.

(3) If a special district fails to file the reports or information required under s.
112.63, s. 218.32, s. 218.38, or 5. 218.3% with the appropriate state agency, the
agency shall notify the department, and the department shall proceed pursuant to s.
189.421.

History.--s. 10, ch. 79-183; s. 26, ch. B9-16%; 5. 14, ch. 96-324; 5. 145, ch, 2001-266; 5. 20, ch. 2004~
305,

Mate,--Former 3. 189.007.
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189.421 Faifure of district to disclose financial reports.--

(1) When notified pursuant to s. 189.419, the department shall attempt to assist a
special district to comply with its financial reporting requirements by sending a
certified. letter to the special district, and a copy of the letter to the chair of the
governing body of the local general-purpose government, which includes the
following: a description of the required report, including statutory submission
deadlines, a contact telephone number for technical assistance to help the special
district comply, a 60-day extension of time for filing the required report with the
appropriate entity, the address where the report must be filed, and an explanation of
_the penalties for noncompliance. The department may grant an additional 30-day
extension of time if reguested to do so in writing by the special district. The
department shall notify the appropriate entity of the new extension of time. In the
case of a special district that did not timely file the reports or information required
by s. 218.38, the department shafl send a certified technical assistance letter to the

special district which summarizes the requirements and encourages the special.

district to take steps to prevent the noncompliance from reoceurring.

(2} Failure of a special district to comply with the financial reporting requirements
after the procedures of subsection (1) are exhausted shall be deemed final action of
the special district. The financial reporting requirements are declared to be essential
requirements of law. Remedy for noncompliance shall be by writ of certiorari as set
forth in subsection {3}.

(3} Pursuant to s. 11.40(5}(b), the Legislative Auditing Committee shall notify the
department of those districts that failed to file the required report. Within 30 days
after receiving this notice or within 30 days after the extension date provided in
subsection (1), whichever occurs later, the department shall proceed as fotlows:
notwithstanding the provisions of chapter 120, the department shall file a petition for
writ of certiorari with the circuit court. Venue for all actions pursuant to this
subsection shall be in Leon County. The court shall award the prevailing party
attorney's fees and costs in all cases filed pursuant to this section unless affirmatively
waived by all parties. A writ of certiorari shall be issued unless a respondent
establishes that the notification of the Legislative Auditing Committee was issued as a
result of material error. Proceedings under this subsection shall otherwise be
gavernad by the Rules of Appellate Procedure.

History.--s. 10, ch. 79-183; s. 79, ch. 81-259; 5. 27, ch, 89-169; 5. 80, ch. %2-279; 5. 55, ch. 92-326; s.
941, ch, 95-147; 5. 32, ch. 96-410; 5. 20, ch. 97-255; 5. 27, ¢h, 2004-305.

Note.--Former 5. 139,008,
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218.32 Annual financial reports; focal governmental entities.--

(t}{a) Each local governmental entity that is determined to be a reporting entity, as
defined by generally accepted accounting principles, and each independent special
district as defined in s. 189.403, shall submit to the department a copy of its annual
financial report for the previous fiscal year in a format prescribed by the department.
The annual financial report must include a list of each local governmental entity
included in the report and each local governmental entity that failed to provide
financial information as required by paragraph {b). The chair of the governing body
and the chief financial officer of each locat governmental entity shall sign the annual
financial report submitted pursuant to this subsection attesting to the accuracy of the
information included in the report. The county annual financial report must be a
single docurnent that covers each county agency.

{b} Each component unit, as defined by generally accepted accounting principles, of

a local governmentat entity shall provide the local governmental entity, within a

reasonable time period as established by the local governmental entity, with financial
information necessary to comply with the reporting requirements contained in this
section. :

(¢} Each regional planning council created under s. 186.504, each local gavernment
finance commission, board, or council, and each municipal power corporation created
as a separate legal or administrative entity by interlocal agreement under s. 163.01{7)
shall submit to the department a copy of its audit report and an annual financial
report for the previous fiscal year in a format prescribed by the department.

(d) Each local governmentat entity that is required to provide for an audit in
accordance with s. 218.39(1) must submit the annual financial report with the audit
report. A copy of the audit report and annual financial repert must be submitied to
the department within. 45 days after the completion of the audit report but no later
than 12 months after the end of the fiscal year.

(e} Each local governmental entity that is not required to provide for an audit report
in accordance with s. 218.39 must submit the annual financial report to the
department no later than April 30 of each year. The department shall consult with the
Auditor General in the development of the format of annual financial reports
submitted pursuant to this paragraph. The format shall include balance sheet

information to be utilized by the Auditor General pursuant to s. 11.45(7)(f}. The -

department must forward the financial information contained within these entities’

annual financial reports to the Auditor General in electronic form. This paragraph

does not apply to housing authorities created under chapter 421.

(f) If the department does not receive a completed annual financial report from a
local governmental entity within the required pericd, it shall notify the Legislative
Auditing Committee of the local governmental entity’s failure to comply with the
reporting requirements. The committee shall proceed in accordance with s. 11,40{3).
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(2} The -department shall annually by December 1 file a verified report with the
Governor, the Legislature, the Auditor General, and the Special District Information
Program of the Department of Community Affairs showing the revenues, both locally
derived and derived from intergovernmental transfers, and the expenditures of each
local governmental entity, regionat planning council, local government finance
. commission, and municipal power corporation that is required to submit an annuat
financial report. The report must include, but is not limited to:

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

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

(3) The department shalt notify the President of the Senate and the Speaker of the
House of Representatives of any municipality that has not reported any financial
activity for the last 4 fiscal years. Such notice must be sufficient to initiate
dissolution procedures as described in s. 165.051(1){a). Any special law authorizing
the incorporation or creation of the municipality must be “inctuded within the
notification.

Ristory.--s. 2, ch. 73-349; 5. 15, ch. 77-163; 5. 46, ch. 79-164; s. 5, ch. 79-183; s. 4, ch. 79-589; 5. 42,
ch. 80-274; =. 18, ch, &1-167; 5. 16, ch. 83-53; 5. 2, ch. B3-106; 5. 43, ch. §9-169; 5. 55, ch. 91-45; 5.
93, ch. 92-152; 5. 90, ch. 92-279; 5. 55, ch. 92-326; 5. 35, ch. 94-249; 5. 15, ch. 56-324; 5. &, ch. 2000-
152: 5. 5, ch. 2000-264; s. 62, ch. 2001-266; s. 26, ch. 2004-305.
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218.39 Annual financial audit reports.--

(1) If, by the first day in any fiscal year, a local governmental entity, district school
hoard, charter school, or charter technical career center has not been notified that a
financial audit for that fiscal year will be performed by the Auditor General, each of
the following entities shalt have an annual financial audit of its accounts and records
completed within 12 months after the end of its fiscal year by an independent
certified public accountant retained by it and paid from its public funds:

{a) Each county.

(b} Any municipality with revenues or the total of expenditures and expenses in
excess of $250,000.

(c) Any special district with revenues or the total of expenditures and expenses in
excess of $100,000.

{d) Each district school board.
{e} Each charter school estabtished under s. 1002.33.
(f} Each charter technical center established under s. 1002.34.

(¢) Each municipality with revenues or the total of expenditures and expenses
hetween $100,000 and $250,000 that has not been subjeci to a financial audit
pursuant to this subsection for the 2 preceding fiscal years.

(h) Each special district with revenues or the total of expenditures and expenses
between 550,000 and $100,000 that has not been subject to a financial audit pursuant
to this subsection for the 2 preceding fiscal years.

(2) The county audit report shall be a single document that includes a financial audit
of the county as a whole and, for each county agency other than a board of county
commissioners, an audit of its financial accounts and records, including reports an
compliance and internal control, management letters, and financial statements as
required by rules adopted by the Auditor General. In addition to such requirements, if
a board of county commissioners elects to have a separate audit of its financial
accounis and records in the manner required by rutes adopted by the Auditor General
for other county agencies, such separate audit shall be included in the county audit
report.

{3){a) A dependent special district may make provision for an annual financial audit
by being included within the audit of another local governmental entity upon which it
is dependent. An independent special district may not make provision for an annual
financial audit by being included within the audit of another local governmental
entity. '
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(b) A special district that is a compenent unit, as defined by generally accepted
accounting principles, of a local governmental entity shall provide the local
governmental entity, within a reasonable time period as established by the local
governmental entity, with financial information necessary to comply with this section.
The failure of a component unit to provide this financial information must be noted in
the annual financial audit repert of the local governmental entity.

(4) A management letter shall be prepared and inctuded as a part of each financial

audit report.

{5) At the conclusion of the audit, the auditor shall discuss with the chair of each
local governmental entity or the chair's designee, or with the elected official of each
county agency or with the elected official’s designee, or with the chair of the district
schoot board or the chair's designee, or with the chair of the board of the charter
school or the chair's designee, or with the chair of the charter technical career center
or the chairs designee, as appropriate, all of the auditor's comments that will be
included in the audit report. If the officer is not available to discuss the auditor's
comments, their discussion is presumed when the comments are delivered in writing
to his or her office. The auditor shall notify each member of the governing body of a
local governmental entity, district school board, or charter school for which
deteriorating financial conditions exist that may cause a condition described in s.
218.503(1} to occur if actions are not taken to address such conditions.

{6) The officer's written statement of explanation or rebuttal concerning the auditor's
findings, including corrective action to be taken, must be filed with the governing
body of the local governmental entity, district school board, charter school, or
charter technical career center within 30 days after the delivery of the auditor's
findings.

(7) The predecessor auditor of a district school board shall provide the Auditor
General access to the prior year's working papers in accordance with the Staterments
on Auditing Standards, including documentation of planning, internal control, aodit
results, and other matters of continuing accounting and auditing significance, such as
the working paper analysis of balance sheet accounts and those relating to
contingencies.

{8) All audits conducted in accordance with this section must be conducted in
sccordance with the rules of the Auditor General promulgated pursuant to s. 11.45.
All audit reports and the officer’s written statement of explanation or rebuttal must
be submitted to the Auditor General within 45 days after delivery of the audit report
to the entity's governing body, but no later than 12 months after the end of the fiscal
year. - :

(9) Each charter school and charter technical career center must file a copy of its
audit report with the sponsoring entity; the local district school board, if not the
sponsoring entity; the Auditor General; and with the Department of Education.
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(10} This section does not apply to housing authorities created under chapter 471,

(11} Notwithstanding the provisions of any local law, the provisions of this section
shall govern.

History.--s. 65, ch. 2001-266; 5. 924, ch, 2002-387; 5. 28, ch. 2004-305; 5. Z, ch. 2006-19¢.
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THE FL.ORIDA SENATE COMMETTEES:
g?irsclug.lze. Cheir
minal Jusiice
. Tallizhassee, Flodda 22389-1150 E ey, Emiranment, and Land Uss -
Pelesy acd Stearing
Genieral Sovemment Appropriaticns
Govemmental Cperalions « Palicy and Steerng
Govemmental Crersight and Accou ntabilily
Raapportionment
Ferulated Industries

JOINT COMMITTEE:
' Adminisérative Frocedunes
SENATOR CHARLES 5. “CHARLIE” DEAN, SR.
Maiondfy Vhin )
2rd District
Fehraary 27, 2009 i

The Honerabie Alex Diaz e La Portilla, Chairman
Joint Legislative Auditing Committee

$76 Pepper Building

111 W, Madison Sireet

Tallahassce, FL 32383-1400

Dear Senator THaz De La Portifla;

A number of years ago the Legislature created the Citrus Memorial Hospital Board by Special Act providing
them the ability to access up to three mills of ad valorem property taxes. My understanding i3 the purpase of (s
board is to offset the costs of indigent and charity care provided by Citrus Memorial Hospital. Throngh my
research I have discovered the money collected by the board is appurently transferred to the Cinus Memorial
Heslth Foundation, a private, not-for- profit entity which directs the operations of Citrus Memorial Hospital.
Recenily, I have received complainis from board members and hospital physicians regarding the overst ohi of
these tax doltars. These board members and physicians have requested a more detailed accounting of these tax
doltars only to be met by resistance from the hospital's admnisiration. '

I write today 1o request your commitlce direci the Auditor General’s Oifice to begin an immediate review of:

1. Whether the Hospital Board is in compliance with the Special Act which created them.

2. The relationship between the Board and Foundation as it rclates to the Special Act. ;

3. A complete audit of how $12 miltion of tax payer money is being accounted for and spent in this 8
private, not-for-profit hospital. :

It i3 our obligation to the people of Cltrus County to answer the questions that have ansen. Thartk you for vour
congsideration of my Tequest. Please do not hesitate to contact me personally if you have any queshions.

it

Charlez 8. Dean
) State Senator District 3

pe: Terry Shoffetall

REPLY TCx ]
1 445 Tompkins Sirest, wamess, Foida 34450 (352) 360-55 75
[ 2514 SE 3rd Sireat, Crala, Flodida 34473 (352) 8736513
O 311 Senats Offica Building, <64 Sauth Mornie Steet, Tallahassen, Flords 32302-1100 [B3D) 427-3017

Senair's Wehsie: wiww Teanais gov

JEFF ATWATER MIKE FASANO
Fresident of the Sonate Fresident Pro Tempeore JTerme

2l 3fpfers?



Joint Legislative Auditing Commities

Page 1

STAFF ANALYSIS

Date: March 6, 2008

Subject: Request by Senator Charles Dean to have the Legislative Audifing Commiitee direct the

Auditor General to conduet an audit of the expenditures incurred using tax revenues
transferred from the Citrus Memorial Hospital Board to the Citrus Memorial Health
Foundation, which directs the operations of the Ciirus Memonial Hospital.

Analyst Staff Director

I Ko fer T
White Shofistall
Summary:

Request by Senator Charles Dean to have the Legislative Auditing Committee direct the
Auditor General to conduct an audtt of the expenditures incumed using tax revenues
transferred from the Citrus Memarial Hospital Board to the Citrus Memortal Health
Foundation, which directs the operations of the Citrus Mermaorial Hospital.

Present Situation:
Current Law

Section 11.40(3), F.8., provides that the Legislative Auditing Committee may direct the
Auditer General or the Office of Program Poficy Analysis and Government Accountability
(QPPAGA) to conduct an audit, review, or examination of any entity or record descrbed In
s. 11.45(2) or {3), F.S.

Section 11.45(2)a), F.5_, provides that the Auditor General shall conduct audits of records
and perform related dutues as prescribed by law, concurrent résolution of the Leglslature or
as directed by the Legislative Auditing Commitiee.

Section 11.45(3)a)t, F.S., provides that the Auditor General may, pursuant to his or her
own authority, or at the discretion of the Legislative Auditing Committee, conduct audits or

other engagements as determined appropriate by the Auditor General of the accounts and

records of any governmental entity created or established by law.

Joint Rute 4.1{5), provides that the committee may receive requests for audits and reviews
from legislators. Committee staff shall review each request and make a recommendation
to the commitiee conceming the disposition of the request. The manner of disposition
recommended may be:
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Joint Legistative Audiling Commiitee
Page 2

(a) Assignment to the Auditor General for inclusion in a regularly scheduled agency
audit; .

{b) Assignmert to the Auditor General for special audit or review;

(¢} Assignmentic OPPAGA for inclusion in a regularly scheduled performance audit;

(d) Assignment to OPPAGA for special audit or review,

(e} Assignment to commitiee staff, or

() Rejection as being an unnecessary or inappropriate application of legislative
resources.

Background

Citrus County Hospital Baard

. The Cifrus County Hospital Board [a.k.a. Citrus Memorial Hospital Board] (Board) is an
independent special district originally created by special act of the Legislature in 1949 (ch.
25728, Laws of Florida). Chapter 89442 (as subsequently amended by ch. 2001-308),
| aws of Florida, is the codification of all special acts relating to the Board.

The Board was created as a public nonprofit corporation without stock ' for the purpose of
operating public hospitals, medical nursing homes, and convalescent homes, primarily and
chiefly for the benefit of the citizens and residents of GCiirus County.” The Board is
composed of and governed by a five-member board of trusiees, all of whom are appointed
hy the Governor with four-year appointment terms.’

The Board is authorized and empowered, in part, fo: (1) own and acquire property by
purchase, lease, gift, grant, or transfer; (2} acquire, consfruct, maintain, operate, expand,
alter, repair, change, lease, finance, and egquip hospitals, medical nursing homes,
convalescent homes, medical care facilities, and clinics in Citrus Gounty; (3) enter info
contracts with individuals, parinerships, corporations, and various govemmental entities to
camy out its purposes in law; {4) adopt all necessary rules, regulations, and bylaws for the
operation of said hospitals and related facilities; (5) provide for admission and treatment of
specified charity patients; and {(6) establish a medical stafi and employ personnel. +

In addition, the Board has express authority to: (1) borrow money, with or without issuing
notes, for the purpose(s) of constructing, maintaining, repairing, altering, expanding,
equipping, leasing, and aperating said hospitals and related facilities; and (2) issue bonds,
subject to approval by a referendum of the voters of GCitrus County, and Revenue
Certificates, without a such referendum, the proceeds of which shalt be used for erecting,
equipping, building, expanding, attering, changing, maintaining, operating, leasing, ahd
repairing said hospitals and related facilities.?

The Board is authorized by the State of Florida to levy up to three (3) mills per year on all
taxable real and personal property in Citrus County (hospial tax).° The bonds issued and

! Section 3 of Chapter 99-442, Laws of Florida

? Section 3 of Chapter 99-442, Laws of Florida

3 Section 3 of Chapter $9-442, Laws of Florida

* gections 8- 10 of Chapter 99-442, Laws of Florida
5 Sections 14-15 of Chapter 59-442, Laws of Florida
¢ Section 6 of Chapter 99-442, Laws of Florida
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the interest thereon are to be paid solely from a millage not to exceed one and one- harF
{1%2) mills per year, which is included in the maxlmum millage of three {3} mills per year.”

Citrus Mermorial Health Foundaticn

In March 1887, the Board created the Citrus County Health Foundation, Inc. subsequenﬂg
renamed in Novemnber 1989 as the Citrus Memorial Heaith Foundation, Inc. {Fnur‘sdahan}
The Foundafion was created as a not-for-profit corporation, with the Board as its sole
member, fo carry out the purpose of the special act creating the Beard.  The Foundation is
cumently doing business as the Citrus Memerial Health System, which includes:”

« 198-bed in-patient hospital

= 24-hour emergency rogm

« laboratory and diagnostic services

+ walk-in clinic

« home healith agency

« rehabilitation services

+ heart center

» orthopaedic services

Per the Articles of Restaternent'®, the Foundation operates exclusively for charitable,.
scientific, andfor educational purposes within the meaning of Section 501(c}{3} of the
Internat Revenue Code of 1854, as amendad. The Foundation is managed by a board of
directors comprised of three categories: (1) the five frustees of the Board, {2) a minimum of
five and a maximum of seven at-large directors, and (3) the chief/president of the medical
staff who represents the medical staff of the Citrus Memorial Hospital. In the event of
dissolution of the Foundation, its assets, after payment of is liabilities, reveri to the Board.

The Board entered info a lease agreement and an agreement for hospital care with the
Foundation, both effective March 1, 1890. The lease agreement expires onJune 15, 2033,
unless sooner terminated in accordance with lease terms. The Foundation has the right to
unconditionally renew the lease for an additional 45-year term, if the Foundation is not in
defauit under the lease agreement terms In the event the lease is terminated, the Board
will take over the hospital facilities.”” The agreement for hospital care is automatically
renewed each year for a total of 40 years, or for as long as the lease agreement remams in
effect, unless terminated by the Foundation in accordance with agreement terms.'?

Under the lease agreement, the Foundation has leased from the Board all of the land,
buildings, improvements, equipment, furmiture, and fixtures of the Citrus Memorial Heaith
System and agreed to make rental payments equal to the pringipal and interest and any
premiums on the Hospital Revenue and Revenue Refunding Bonds issued by the Board.

7 Rection 16 of Chapter 99-442, Laws of Florida

- * Obtained from Florida Department of State, Division of Corperations, records.

* Obtained from Cious Memeorlal Hospitals webslte (www. cifrusmi. com) .

1° Articles of Restatement, dated January 23, 2006, which superseded tfhe original Astickes of Incorperation 2nd all amendmenls,
were obtained from Florida Department of State, Division of Corporations, records.

11 Section 2 of Lease Apreement, as amended by Fourth Ameadment 1o Lease Agreement

2 Section 4.1 of Agreement for Hospiral Care
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Under the agreement for hospitat care, the Board agreed to assist the Foundation with
funding for uncompensated care and the acquisition, expansion, and maintenance of
proposed and existing hospital and health facilities in exchange for medical services
provided by the Foundation to the residents of Citrus County. In addttion, the Foundation
prcwtdes personnel to fulfill the general and administrative functions of the Board at no
charge.” 1n addition, the Foundation is required to submit an arinual operating and capital
budget to the Board. The Board is required to promptly review the budget and, in
accordance with its enabling legislation, ceitify to the Citrus County Board of County
Commissioners the millage rate required to be levied. Public budget hearings are held as
required by law.

Ad valorem fax revenue reporied, millage rates levied, and funds provided to the
Foundation for the past six years were as follows:

Funds fo
Millage - Foundation
Fisral Year Revenue Rate per Agreement
2007-08 %10,889,759 0.8990 $10,050,000
2006-07 510,357 117 0.9200 $9.800.000
2005-06 - $8,031,86% 0.8500 7,585,000
2004-05 $6 845,020 1.0000 $6,600,000
200304 %1635 218 : 02533 $1.730,000
2002-03 %1,523,517 0.2648 $1.455 000

Estimated ad valorem tax revenue, estimated funds fo Foundation, and the millage rate for
FY 2008-08 per the Board's Budget Summary is $12,799,305; $11,800,000; and 1.1685,
respectively.

Qther lems

In August 2008, the Florida Attorney General was asked, “Is the Citrus Memorial Health
Foundation, Inc., which leases and operates a hospital owned by the Citrus County

Hospital Board, an independent special taxing disirict, entitled to soversign immunity under

the provisions of Section 768.28, Florida Statutes.” In Opinion 2006-36, the Attorney
General determined that, since the Foundation is acting primarily as an instrumeniality of
the Board for purposes of Section 768, 28, Florida Statutes, it would appear to be subject to
the sovereign immunity provisions of that section.

This opinion was confirmed in Circuit Court of the Fifth Judicial Circuit (Gourt), Gase No.
2007-CA-1168, Citrus Memonal Health Foundation, Inc., vs. Cifrus Orthopedics, LLC and
James J. Muglier, M.D., vs. Citrus Memorial Health Foundation, Inc., Ryan D. Beaty, and
Jerrald Deloach. In March 2008, the Court determined that the Foundation was entitled to
soversign immunity pursuant to Section 768.28, Florida Statutes, as a matter of law.

% Note 5 to the Finanelal Statements of the Financial Statements and Independent Auditors” Report of the Citrus County
Hospital Board, September 30, 2008,

M Revenue amounts for FY 200304 throush 2007-0% were obtained from the Department of Financial Serviees {DFS), Local
Government Electronic Reporting (LOGER) system, Millage rates wars obtained from staff of the Citus Mernorial Hospatat
-Fonndation, Tne.
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Concerns Regarding the Board and the Foundation

In his letter, Senator Dean expresses concern regarding the oversight of the tax dollars that
are fransferred from the Board to the Foundation. He requests that the Auditor General's
Office reviewfaudit:

1.

2,

Whether the Board is in compliance with the Special Act which created i,

The relationship between the Board and the Foundation as it relates {o the Special
Act. '

How $12 million of tax payer money is being accounted for and spent in this private,
naot-for-profit hospital.

 Committee staff met with Senator Dean and his legislative staff to discuss the Senator’s
request. Concerns were discussed relating to the following:

Lack of conirol by the Board over the Foundation's activities since the Board's
trustees are 5 of 13 members on the Foundation’s board of directors. Also, the limited
representation of Board trustees on the Foundation’s finance committee.

Procedures Tollowed relating to construction projects, including how projects were
adrninistered, subcantractors and vendors selected, and construciion costs controlled.

Accountability/use of bond procesds
Expenditures for retreats

Until the past year or so, there was a lack of tape recerdings of Board meetings and
minima! written minuies of Board and Foundation meetings.

Review of Citrus County Hospital Board's Financial Audit Reporis

For the Fiscal Years Ended September 30, 2008, and September 30, 2007:

The auditors issued an ungualified opinion on the financial statements for each fiscal
year. :

There were no prior or current year audi findings.

The Board did not meet any of the financial emergency conditicns described in
5. 218.503{1), F.&.

2008: Management's Discussion and Analysis and Note 7 to the Financial
Statements (Medicaid Low [ncome Pool Contract) state that the Board entered into an
agreement with the State through AHCA under proviso language contained in the
general appropriations act for FY 2007-08, which called for payments 1o hospitals
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meeting certain eligibility. criteria.  The funds are only to be used to increase the
provision of health services for Medicaid, uninsured, and underinsured citizens. Asa
result, funds of approximately $7.7 million paid by the Board to the Siate were
enhanced (matched) by approximataly $1.5 million and retumed te the Foundation for
operations.

The Board has issued Hospital Revenue and Revenue Refunding Bonds, Seres
2002, to refund the Hospital Revenue and Revenue Refunding Bonds, Series 1992A,
and pay a portion of the costs fo acquire, consiruct, and equip new medical facilities at
the Citrus Memorial Health System, including an open heart surgery and cardiac cath
sulte, additional observation beds, and associated nursing functions, diagnostic
imaging, and laboratory functions, and additional operating rooms. . The Board has
also issued Hospital Revenue Bonds, Series 2006, and Hospital Revenue Mote,
Series 2008, to provide funds to finance and refinance the acquisition, construction,
and equipping of the hospital or improvements thereto.'® '

The fotal outstanding principal balance of these three debt obligations was
$61,780,00Q as of September 30, 2008. Debt service costs are paid solely from, and
secured by, payments fo be made by the Foundation under the terms of the lease
agreement with the Board and gross revenues of the Foundation. These bonds do
not constitute a debt or pledge of faith and credit of the Board, the State, Citrus
County, or any political subdivision thereof. ™

Review of Cifrus Memaorial Health Fnundation’s' Financial Audit Reports

For the Fiscal Years Ended Sepiember 30, 2008 _and September 30. 2007

The auditors issued an ungualified opinion on the financial statements for each fiscal
year.

Total Unrestricted Revenues, Gains, and Other Support were $170,564,108 for 2008
and §157,237 155 for 2007.

Expenses were $170,069,018 for 2008 and $160,306,034 for 2007. -

" The notes to the financial siatements for both fiscal years include a note related to

charity care. Charges foregone, based on established rates for 2008 and 2007 were
36 838,092 and $7,335,582, respectively. Estimated costs and expenses incurred to
provide charity care were $1,870,218 and $2,006,282, respecively.”

15 Note 4 to the Financial Statements of the Financial Statements and Independent Auditors’ Report of the Cierus County
Hospital Board, Septemnber 30, 2008,

"% Thid,

™ Noie 11 to the Financial Statements of the Financizl $tatements and Independent Auditors’ Report of the Cirus Memorial
Health Foundation, Inc., September 30, 2008,
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V.

Other Considerations

Applicakility of Laws

The Foundaticn is a not-for-profit corperation incomporated pursuant to the Florida Not For
Profit Corporation Act, Chapter 617, Florida Statutes. This Act reguiates the activities of
Florida not-for profit corporations. Most laws governing the activities of governmentat
entities are not made applicable io these cotporations. Specifically, laws govemning fravel,
competitive selection of vendors, purchasing and construction selection and activilies,
record retention, and related constrainis on governmental entities are generally not
applicable 1o not-for-profit corporations such as the Foundation. Therefore, many of the
legal and regulatory requirements the Auditor General audits compliance with during his
exarmination of governmental entities will not be present during an audit of the Foundation.

Availability of Records

The Agreement For Hospital Care requires that the Foundation remain organized as a
charitable tax exempt organization gualified under Section 501{c}(3) of the Internal
Revenue Code. United States Treasury regulations reguire that the Foundation maintain its
racords for three years from the date it filed its last tax retum (Treas. Reg. s. 1.6001-1(e)
and 301.6501). Section 817.1601, Florida Statutes, provides that the corporation must
retain “accurate accounting records” and generally requires the records be retained for a
period of three years. '

Effect of Proposed Request and Commitiee Staff Recommendation:

Committee siaff recommends that the commitiee direct the Auditor General to conduct an
aperational audit or other appropriate engagement of the receipt and expenditure of Citrus
County hospital tax funds by the Citrus County Hospital Board and the Gitrus Memorial
Health Foundation, Inc. This engagement will include a review of whether the Board is in
sompliance with ifs enacting legisiation, whether the relationship between the Board and
Foundation is in accordance with this legislation and other applicable law, and whether the
expenditure of the hospital tax funds are being accounted for and spent as required by law.
Committee staff also recommends that the Auditor General be authotized to expand the
scope of this engagement if he determines during his audit that such action is warranted to
address the stated concerns. The Auditor General should also be allowed to conduct the
engagement as audit resources are available, consistent with his work plan and so as not
to jeopardize the timely completion of statuterily mandated assignments.

Economic Impact and Fiscal Note:
A. Tax/Fee Issues:

Mone.
8. F'.n'\.rate Sector Imé}act:

None.

T s e e
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C. Government Secior Impact:

If the committee directs the audit, the Auditor General would absaorb the audit cosis
within his approved operating budget.

V. Related Issues:

None.

| This staff analysis does not reflect the intent or official position of the reguestor. ]
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Terry Shotistall

Staff Director

Joint Legislative Anditing Comrmttee
£76 Pepper Bullding

Tallahasses, FL 323599

Re:  Regunest by Sen. Charles 8. Dean for an Auditor General Audit Concerning
Citrus Memorial Hospital Board Created by Special Act of the Legislature

Dear Mr. Shoffatall:

This letter serves to supplement several lelephone calls between your staff and Ciirus
Memorial Health Foundation, Inc. (“Citus Memorial”} regarding the February 27, 20609, lofier
from Senator Charles 8. Dean to Senator Alex Diaz de la Portilla, Chairman of the Joint
Legislative Anditing Committee (the “Committes™). This letier also responds to the specific
izsues raised in Senator Dean’s letter.

Question 1: Is the Hospital Board fn compliance with the .ﬂbﬂilﬂ act that created ji?

The Citrus County Hospital Board {“Hc:rspﬂ:a] Troard™) was created by special act in 1965
for the benefit of the citizens of Citrus County.! The special act has been amended several times
ovar the past 40+ years and was most recently re-codified in 1999, when it made the Hospital
Board an independent special district for the express purpose of operating and financially
supporting public hospitals for the benefit of the residents of Citrus County:

Section 3{a) There is herehy created the Citrus County Hespital Board, an
independent spa:]gl  district,....The hoard is c:rf:atcd a3 13 Elib};ic mngmﬂt
cotporation. . Irhehespitabaet éié‘h*;h_____” iR A ira Ao R asentyant

1 nty and incorporated for the purpose of Dpersrnnw hospitals and medical

nu:mng and convalescent homes in the commty. ..

Section 5: The Citres County hospital board as hereby created shati be for the
purpose of opergting, in the County of C:tms_ itala i

RUTELLE homas and convalescent homes, Primd
1he¢1tzans AR ATt OF ‘C;mfs Gounf}* AT

! Chapter 65-1371, Laws of Flonida.

Californiz & Deloware = Florida @ New Jersey & New Tork = Penmsyivaniz = Virginia @ Waaltmgton, DG

feed ﬂfé/wfr
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board to build, erect, expand, equip, maintain, operate, aiter, change, lease, and
repair public hospitais, medical nursing homes, and convalsscent homes in Chrus
County.

Section 6. It shall be the duty of the Board of County Commissioners of Citrus
County and/or their successors to levy or eause to be Jevied gach year beginning
with the fiscal year commencing Joly 1, 1963, the millage certified to said board
of county comrmissioners by the trustess of the Citrus County Hospital Board
upon all taxable property in Citrus County. ..However, in no event shall the
annnal t2x herein authorized and required exceed ihree mills on the dollar.

Section 7. From and after the effective date of this act, in each year {beginming
with the vear 1965), il shall be the duty of the hospital board, not lafer than July
15th, to determine the amount required during the ensuing fiscal year for the
purpese of erecting, building, expanding, equipping, maintaining, operating,
altering, changing, leasing, finamcing, and repairing said county bospitals, medical
nursing homes, and convalescent homes.

Section 16(c). Whenever this board shall pass a resolution approving ths issnance
of said bonds, the board of county commisstoners shall immediately thereafter
pass a resolniion approving the bond issue and calling a fregholder's election and,
subject o said election, permitling the repayment of the honds ont of the annual
levy of three (3} mills per year. The bonds or revenus cestificated shall not be
issued until after the same have been approved in a validation suil.

{g). The board of cowty commissioners durtng said period shall, in addition @ &
maximum of one and one half (1 12) mill levy shove authorized for ihe
repayment of the bonds and interest, levy annually the remainder of the hospiial
tax in ihe mmount up to one and ope half (1 1/2) mills on the dollar for the
purposes of mainfaining and operation the county hospital, medical Tursing
homes and convalescent homes.”

We believe the Hospital Board is in full compliance with the provisions contained within
the special act because its sole purpose is to operate Citrus Memeorial Hospital, the largest
hospial in Citres County whose mission is to primarily and chiefty serve the ciizens and
residents of Cius County, Bach year the Hospital Board deterrmines the amount of money
required to fulfill this purpose and certifies that amotnt 10 the Board of County Commissioners
of Citrus County so that the Commty Cornmissioncrs can appropriatsly- levy upon all taxable
property in Citrus Cownty.  Attachment 2 reflecis the millage rates for the Hospital Board for

? Chapter 95442, Laws of Flerida, cédiﬁcaﬁuﬁ of all spacial acts relating o the Citmms Cowrnty Haospitai Board, a
copy of which is attached bereto as Attachment 1.

CeprIR -
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each year from 1997 to 2009, which has never exceeded three mills on the dollar. As an
additional source of fimding, the Hospital Board passcd a resolution authorizing the issuance of
bonds in 1985, '

Question 2: What is the relasionship between the Hospital Board and Citrus Memorial as
it relates to the special act?

Citrus Memotial is a not-for-profit corporation that was created by the Hospital Board on
March 27, 1987, for the purpose of fulfilling the Hospitsl Board's public function of operating
hospitals in Citrus County for the benefit of Citrus County residents. The Hospital Board 15 the
sole member of Citrus Memorial and as such, Citrus Memorial mey not dissolve or merge with
amother enfity without the copsent of the Hospital Board. In the event of dissolution of Citrus
Memorial, the remaining assets of Citrus Memorial revert to the Hospital Board.

All five members of the Board of Trustess of the Hospital Board are required to sit, and
do in ot sit, on the Board of Directors of Citrus Memorial,  The President and Chief Execuntive
Officer of the Hospital Board is also the President and Chief Execeutive Officer of Citrus
Memotial. Otherwise, the Hospital Board has no eroployess. Rather, all employces pperating
the Hospitel Board's hospital facilities are employees of Citrus Memorial.

Thus, although Citrus Memorial is technically a corporate entity, it exists for a stettorily
declared public purpose® and is therefore also properly considersd a govermmental agent.
indeed, on August 3, 2006, the Office of Attornsy General for the State of Florida issned
Attorney General Opinion 2006-36, a copy of which is atiached hereto as Attachment 3, in which
it determined thai Citrus Memoriat is a publié hospital enfitled 1o sovereign immumty. Ths
Attomey General explicitly held that Citrus Memmerial “fs acting primariiy as an Imstromentality
of the Citrus County Hospital Board for purposes of section 76828, Florida Statutes, and thas
wonild appear to be subject to the sovereign immunity provisions of that section.” And on March
26, 2008, the oirenit court in and for Citres County, Florida, entered a final judgment, a copy of
which is attached hereto as Attachment 4, declaring Citrus Memorial to be entitled fo the
privileges of sovereign fmmunity. The circit court reasoned that the Hosptiial Board exercisad
sufficiernt comirol over Citms Memorpal such that Citus Memorial acted a5 a mere
instmentality of the Hospital Board.

The relationship between the Hospital Board, as an independent special Gisiict
responsible for operating and financially supporting pubic hospitals for the benefit of the
residents of Citrus County, and Citrus Memeorxial, as & corporale entity charged with carrying out

(s purpose, is therefore derived fom statute, and yet supplemented by and embodied in two -

ial st W, Indian Fiver Memodal Hossital, 766 So. 2d 733 (Fia.

i % 155,92, F.5.; See: Indisn River County E
A" P A 2000].
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principal docments: an Agreement for Hospital Care and a Lease, both of which were entersd
into effective March 1, 1990, The Hospital Care Agreement, a copy of which is attached hereto
as Attachment 5, provides that "the obligalions of [Citras Memorial] are to be considered 2
ransfer of a governmenta] function from the [Hospital] Board to [Cltrus Mermorial]; and
additionally, that in carrying out its obligations, {Citrus Memorial} will be constzed as acting on
behalf of the [Hogpital] Board, as that term is nsed in Section 155.40." Under the Hospital Care
Agreerent, Citrus Memorial agreed to provids health services on behalf of the Hospital Board
for the "indigent sick”™ and *dependent poor” of Citrus Comaty. The Hospital Care Agreement
requires Citrus Memorial to participate in the Medicare and Medicaid programs and 1o ha
licemsed to operate a hospital. Citms Memorial does in fact participate in the Medicars and
Mediesid programs and is in fact licensed to operate a hogpifal. The Hospital Care Agresment
also requires Citrus Memorial to treat all patients in Citrus County without discrimination. It
further requires Citrus Memerial fo control its admissions of non-residents of Citrus County so
that bads ars always available to Citrus County residents,

In exchange for Ciirus Memorial’s fulfillment of the Hospital Board's governmental
function, the Hospital Board agreed to appropriate sufficient finds each yeer to Citrus Memorial
to support Citrus Memorial's operating and capital budget, The extent of such finding is in the
discretion of the Fospital Board. In a recent example of the Hospital Board exercising conirol
over Citros Memorial, in the tax vear 2008, the Hospital Board declined to levy taxes at a
miflage rate requesied by Citrus Memorial to support Ciirus Memorial’s operating and capital
budget, and insiead levied taxes af a substantially lesser millage rate.

The Hospital Carz Agreement also requirss Citrus Memorial to make the following reports
to the Hospital Board:

o Manthiy Citrus Meamorial Hospital Operational Report

»  Anmual Citrus Memorial Hospital Audited Financial Statements and Independent CPH
Auditor's Eeport ’
Annual Citrus Memorial Hospital Budget as approved by Citrus Mernorial
Anmual Summary of Citrus Memorial Activities
Other reports filed with state agencies that would be informative and of interest to the
Hoapital Board.

‘Working in tandem with the Hospital Care Agreement, the Leass, a copy of which is
attached herefo as Attachment 6, serves as the vebicle through which the Hospital Board leases
its hospital facilities m Citrus County to Ciirus Memorial.* The express purpose of the Lease is
to "enable [Citrus Memorial}l to provide needed hospital and health care facilities in Citrus
County and [to] promete the health and welfare of the people of Florida” Unlike many other

4315540, F 8
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leased non-profit hospital facikities,” it is clear from the Lease that Citrus Memortal was intended
to carry out the public fimetion of the Mospital Board in fulfilling the terms of the Leass.

Importantly, the Leass requires Citrus Memorial to hold public Board of Directors
meetings, just as the Board of Trustess of the Hospital Beard must hold public meetings wader
Florida's Sunzhins law. Citrus Memorial in fact holds all of its Board of Directors meetings 25
open, public meetings. In fact, Citrus Memorial complies with all state laws regarding open
meelings and public records.

The Lease also imposes the following obligations on Citrus Memorial, all of which are
indicative of Citmis Memaorial’s fulfillment of the Hospita] Board's pubHe functlon:

« (itmus Memotial must comply with covenants and conditions associated with a 1985
bond issuc by the Hospital Board, as well as future obligations incurred by the
Hospital Board for the purpose of renovating or building onte the Hospital Board's
facilities. Id § 1.2(E).

» Citrus Memorial may only operate the Hospital Board's facilities for health care
purposes. Id. § 5.1

» Citras Memorial may not deny emergency hospital care based upon ability to pay. Id.
352 '

s Ciirus Memorial may not discrinninate on the basis of race, color, religion, sex,
national origin, marital status, or handicap in its provision of services. . § 5.3.

e Citrus Memorial must remain a not-for-profit corporation. id, § 5.7.

Despite the importance of the Hospital Care Agreement and the Leass, the alttmaiz
sutherity for the relationship between the Hospital Board and Citrus Memorial steras from the
special act, as described above, For axample, although the Hospital Board's obligaticn o
nrovide financial support to Citrus Memorial is memorialized in the Hospital Care Agreement
between the parties, that agrasment "is not the primary or sole basis for the health care provider
lo receive tax revenucs."® The primary sowrce is in the special act, which established the
Hospital Board, prestribed its mission, and gave if taxing authotity 2% noted above. The Hospital
Board's fiduciary duty to find Citrus Memorial's expenses, Habililies, and dsficits is therefore
based in stafute rather ihan contractnally created.

% £ 155.40(6), F.8., which seads: (6) Untess utherwise sxpresshy stated in the lease documents, the fransaction
involving the sale or lease of a hospilu? shall not be constrned as: (a} A transfer ofa gavcrmnmtal'ﬁ;yg;cﬁnn fromm the
cormty, district, or mmnicipelity 1o the private parchaser o lesses; (b) Comstitating a fimancial imterest'pf the public
lessor in the private lessee; or {0} Malking a privaie lessee an infegral part of the public lessor's decision meldng
TrOCess. .

§ 43 CTR 433.50(2)(i)(B) {which is Hghlighted in the body of the fetter).

S il o 1 { e
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Furthermore, the Lease is not the primary or sole hasis for Citrus Memorial's receipt of
tax revennes, The Hospital Board issues bonds for the facility, and Citms Memorial has an
unqualified obligation to pay the hond payments or rept. In tum, the Hospital Board is obligated
to pay to Citrus Memorial proceeds from the ad valorsm taxes, and Citrus Memorial must care
for the residents of Citrus County. The Hospital Board's obligation to provide health care
services and to finance those services through ad valorsm taxes is therefore based in law,
© specifically sections 3 and 6 of the special act that created the Hospital Board, as noted above.

Ini practice, this is achisved through an annual mesting of the Hospital Board, wheremn
any prajects proposed by Ciirus Memorial reguiring bond financing are Teviewerd and must be
appioved. This is necessary becauss once the Hospital Board approvss the issuance of bonds
and then ievies the millage associaied with bonds and support of Citrns Memorial operations,
Citrus Mempozial is obligated to repay the bonds and interest. Accordingly, the name on the
TRIM notices associated with the Hospital Board taxes 13 Citus Mamorial’s Chief Fmaneial
Officer. In addition, Citrus Memorial provides regular updates to the Hospital Board regarding
the status of capital projects and the amount of care provided to uninsured and under-insured
persomns.

OQuestion 3: Is there s complete andit of how $12 million jv taxpaver meney is befng
accounied for and spent in this private, not-for-profit hespital?

As noted above, Citrus Memorial operates as g public hospital subject to the public
records and open mestings laws and with the henefit of sovereign tmmunity. Citrns Memorial
expends the tax funds from the Hospital Board pursnant io the terms of the Lease and the
Hospital Care Agreement for (1) capital expenditures and (2) ancompensated care, Thase ilems
are clearly in public health care interest. Astachment 7 hereto iz the Preliminary Operating and
Capital Budget for Citrus Memorial for fiscal year Cetober |, 2008, to Septernber 30, 2009,
identifying funding for each item. Such is consisient with the terms of the Lease and the
Hospital Cars Agrsement. Further, Attachment 8 is 2 compilation of the last five (3) yearly tax
revenues received for the payment of capital expenses and uncompensated care. The use of these
funds is “accounted for™ to the Hospital Board by (1) 2n aopual andit (previously provided), (2)
the imitial, estimated anoual opetating budget, and (3} monthly accounting reports of Citrus
Memorial provided to Hospital Board members. Further, at each monthly Hospital Board
mesting, a list of Citrus Memorial’s capital sxpenses is reported as an informational item to the
Hospital Board. Citrus Memorial's other operating expesses are derived from’ operational
reveries. The anpual andits of Citrus Memerial o date have not identified any issues of
inappropriate expenditures of public tax doHars. Finally, all records of Citus Memortal ars
public and subject inspaction.

ST et e
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We hope this information filly answers Senator Dean's questions. However, if af the
conclusion of the Committes’s deliberations, they believe a separate audit is required 1o examine
the taxpayers’ investment in Citrus Memorial, we look forward to working with you. Please do
ot lesitate to contact me should you regmire anything firther.

Very truly yours,

fen G- Ao

TanJ. Gorrie, Esq.
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Cftlzens Property

Insuraﬂce Corpurataon

- ' Upemi[rm al Audrt :
‘March 2006 Through February 2008, am:i

_ . Ge Sele tﬂd Acth:mb T|1r0u5t1 Dgwmher 1L1 21' i .

- Citizens Property instirance Corporation

E .."S.{..toe ofﬁleit SRR

'.Th;: opprat:on'—zl audit focused on mtgrnai dud!t fum.ticrn S

_establishment, procurement. personnel . administration,

“customer service,. claims. ‘handling, take-out programs

wand  bonuses, - “policyholder  eligibility,  financing

Clarrangements; 1nfo:mat1c+n tl—-bhnulugv {IT} mntroi a_nrj
: 'U’[her wimted lntmnal huntmﬁh R : S

. Qur audit ccwpred 'thnﬂ pprmd 'Mau;h .”HDD through -
X ;Fet.unmn z::ruu and auluc,ted 'ar:tfon:, through Daaembet
-. _16 201;?. Do -
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- Citizens Property Insurance Corporatios

' ENTERPRISE RISK MANAGEMENT

~-..- Einding No.1: Citizens had.no:documentation : -
. to support ¢ ;that it - h_a_di'i_'.:'_'r_:dnducted can
¥ f-ff._enterpnse-mde . evaluation - of the

- - effectiveness: of operatmnal and fmanclal
R 'contmis ; Lo

_:ti ens Prpperty In_su.ra_ ' "Cﬂrpora't_iorj.';_
CDNFL]CT OF INTEREST DISCLDSURE FORMS *

L Ftndm No. 2: szens reccrds in some m_stam_:e_s
. did not contain a completed and signed Conflict-of -
. Interest Disclosure.. Form. Additionally; . we
. “.determined that in some Instances, Citizens did not

. *timely receive Conflict.of Interest. D:sclusure Forms
L .executed by ihe vendors = - :
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A -_:CmLens Per __rty 'Iﬂ_sufance_ Cor;ﬁdt"éﬁph

me
T %Mﬁé Cft:zens had ncr-t established aﬁ'
. j'm ormation technolcsgy securtty awareness program R

o F:ndm No 4: Access -::-:mtrols were. rmt eﬁeutwely-'_-'j 3
.'admlmstered : P

Fmdm Ne. 5: Other deficiencies |n"Cit:'z"éns”s'éc'urlty:
.- controt features have been diSGIDEEd tn approprtaie-_. .
S -members of Ctttzens management : AR

Citizens Property. Insurance Corporation
| INTERNAL Aunl? PROCEDURES . "
) Finding No 6 F‘oilc:les and procedures prowdmg ._ ..:
. guidance for the internal audlt activity had not been . :
completed. - The objectwe 'of - such. policies and -

.. procedures s - to ‘provide for the. internal audit :

. function an operational framewark which reasonably - .
- '-_'Zensures auditor comphance WIth gavernmg audltmg i
e -standards Lo : - :
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: ..'-CETP'EI"ES_PID;}EI"E}".IHSUFHHCE CDrporat;

. KE- DUT PROGRAM LDNG-TERM MUNITDR[NG .

L Fmdm N-:::- '."' Cltlzens develaped a Snftware; .
. application 1o |dent1fy policies that may be returning .
. to Citizens after having been assumed by a take-out
.- insurer. The application was run monthly beginning -
. -in ‘October. 2007. -However, the . output from. the. .-
- application has. not been rewewed by Citizens ‘staff * -

. to determine what policies may: be reiurnmg to
- Cltlzens from take-uut msurers . :

Citizens

POLICYHDLDER NOT]F!CATION

'-"-Ftndln No 8 Cttrzens prowded a data fIIE
. to the prospective take-out insurer of all

“policies eligible for take-out.  However, prior

‘to March 11, 2008, when the selection file

.. was prowded Citizens also communlcated fo
the pruspectwe take-out -insurer "that “the . =
‘policies. - written by - certain .insurance -
. agencies or captwe agents should nut be R
-.-'selected A 2 S I
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_ARKET ASS[STANCE pL.

':".:'Flnd:n ND 9

- :promote the Market -Assistance . Plan,”

- ‘thereby' increase its production of’ voluntary E

~‘insurer placements; may exist through real

" estate professicnals, mortgage ‘companies
.....and.brokers, and others involved in . the sale
of real, .estate. and: the. financing.and: :

' :’_r.{efi nanr.:ln "':thereof

erty Insurance Corporation - -

Costorner Service Survey

Somewhat Dissatisfied Satishied

MNunther | Percentaze | Number | Percentace

o] 19%s %1 B1%

b 2% a5 B0

13 8% M 2%

16 1A% g B9

4 8% 28 B2

1% 18% -2 5%

I lNo:aJ!il?pa]iqhn!ﬂm rezponded to swrTyr @ustion.
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Anpoimed Agert Survey

Somewhat Diasatisfied Satishied e Very

Pememtaze Nurrber | Pererntaze

4 %

550
%

o

%

e :_'Qi_ti_zéh_s_ E’Iﬁbéﬁy Insu ran '_qu"pﬁ)ijatioil_-_

MANAGING STAKEHOLDER FEEDBACK

- Finding I"«Io ‘Iﬂ Cjtlzens has taken steps to |mpmve

" custemer service, including ‘but not ‘limited to, the -

- pstablishment -of a Consumer Services. Department
. and a Consumer Services Commiitee, . Web site

. enhancements, -and  the conduct of policyholder =
forums. However, te better idenfify ‘and trend .
customer service issues Citizens should establish a .-
-central reporting mechanism tc- aggregate and_'_-
i evaluate customer semce |ssues R
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'-:Clt!._Ei"IS Prﬂper’[y lﬂburance Carporation

CLAIM A JUSTMENT AND PAYMENT

mdm No. 11 th respect to0.¢laims rewewed “our
'_-audlt disclosed - that same.-- Improvements were

"_'needed 5[::*.':’.~-::1f|t:all'l,.ur

—. Elthens was not enfﬁrclng the BD per{:ent co-nsurance.
glause in ifs various insurance policies. Gur current audit
“againfound. few msurance—tu—value_analyses m the cialm
" fI[ES rewewed : P

: :'F-:::-r same nf the c:lmms rewewed, C:t:*enq did ne appear
“have taken suffn::lent actmn o submgate claims )

C:i't_ize_ns P:‘Dperr_y_.' urance Corporation.,

MED!AT!DN AND AF'PRAEﬁAL

" Finding Ne.12: Df ﬂ-ua 5|.rt1.r renppned claims that we tp:,ted we fnun
‘that 28 went through mediation, appraisal, or lawsuit.-For 26 of these:
‘28 chkaims, a pub]l{: adjuster had been -hired by the policyhotder. Our’
" testing dISGIDEPd the fol[rmrrng r&iatmg i the mecﬁmtmn and 1ppralsal.
pmres; ’ : . . e

= For 48 of the 23 reopensd cases that went to medlatlnn apprazal,
D umpire r the public adjuster representing the pnllr‘yhnldﬁr or thF-
. public adj r's fitm ;}Prfc-rm d the appraizal. This appears fo be contrary
ire Ihat appraisals be performed by & |

 disinkerested apprai

Thers was no reguirement that the umpires, in making award decisions,
tiize of otherwize axplain the rationale II-;|.w-={i in_delenmining the -
vard, and in tha files we reviewead, the ump s i

Cspacific cost elemants fnthe award or the 1.
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. Citizens Property. Insurance Corporation = -

‘u N._[iE’_RWRlTl NG Fl_LEs S

Finding No 13.;lssues reiatlng to. ehglb:hty
- insurability, and receipt of correct premium _
" were not: appmprlately addressed i -'some_' :
"-.'uncierwntmg flies T R

©OAD Resor Ma. 20

' Citizens Property Insurance Corporation.
- .FINANCING ARRANGEMEN R

':._:'Findm MNo. 14 Cltlzens should cnntmue :ts efforts
to reduce : the cost-of-carry “on. ‘any ‘-pre-event

firancing ‘while maintaining . the -safety. and liquidity
~ of the Jfinancing pmceeds thrnugh cansewaiwe
' mvestment : : . :
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Citizens Property Insucance Corporation {Citdzens) has been cstablished to operate as the State’s last resort
insurer. As such, the Legislaturc’s intent, as expressed in Section 627.351(6), Plorida Statutes, is thar diligent
cfforts be made w place risks with voluntary insurers and that rsks to be placed with Cibzens only when
coverage is not available in the volnntary matket. As of Anguost 31, 2008, Citzens had 1,172,401 policies in
force, with annualized preinivms of $2.7 billion and celated loss exposure of $433 hillion.

Section 627.351{6)}{D), Florida St.nmtc:s, regquites the Auditor General to conduct an operational auwdic of
Cidzens cvery three vears. The Bndings of our andit of the pedod March 1, 2006, through February 29, 2008,
and selected actions taken throngh December 16, 2008, are simmmarized helow.

I[otemal Controds

ENTERPRISE RISK MANAGEMENT

Findinz No. 1:  In audit report No. 2006-096, we noted that Citdzens had oo decumentation to suppost that
it had conducted an enterprise-wide evaluation of the effectiveness of operational and financial controls.
Similarly, our cumrent audit dizclosed that 5o such evalvation had been completed duting the audir period.
Iowever, on October 23, 2008, (idzens managcment presented to the Board a proposal to create an
Enterprise Risk Management function that at 2 minimum will encompass risk management, compliance,
and quality agsurance.

Perzennel and Procurcment

CONFLICT OF INTEREST TNSCLGAGRE FORMS

Finding No.2: Chizens' records in some instances did not contain a completed and signed Conflice of
Interest Disclosure Form to evidence that the Citizens cmployees taking part in the evalnation and contract
award processes were independent of, and had no conflict of interest with respeet to, the vendors evalnated
and selected. Additionally, we determined that in some instances, Citizens did not omely receive Conflict of
Taterest Disclosure Forms executed by the vendors.

Information Technology

SECURITY AWARENESS PROGRAM

Finding No.3: Citizens bad not established an infosmanion technology sccurdty awareness program. The
purpose of 2 security awareness program is to inform personnel of the importance of the information they
handle and the legal and business reasons for maintaining {ts integrity, confidentizlity, and availabilicy.

SECU 4 v 1.5

Finding No. &  Effective scoutity contrals inglade access contrals fhat cnsure that users have enly the
access povileges needed to perform their duties, access to sensitive resources is limited to only a few users,
and users are restricted from performing incompatible functions. Our andit disclosed deficiencies in certain
security controls,

Finding Wo. 33  We noted cortain other deficiencies in Citizens” security centrol features, the details of
which have been disclosed to appropriate members of Citizens managmonent.

A
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Intcrnal Audit

INTER™AL ! EDLRES

Finding No. 6i:  Policies and proccdutes providing guidance for the internial audit activity had not been
completed. The objective of such policies and procedurces is to provide for the internal audit fanction an

operatinnal framework which reasonably coswvres auditor compliance with governing auditing standards.

Take-Crat Programs and Bonuses

TARE-OUT PROGRAM TONG-TERM MONITORING

Finding No. 7z Scction 627.351(6), Flotida Stanutes, as amended, required that effective July 1, 2007, in
order to cvaluate the costs and henefits of approved take—out plans, if Citizens pays a bonns or other
payment to an insurer for an approved take-out plan, then Citizens shall maintain a record of all addresses or
such other identifving information on the property or dsk removed in order to track if and when the property
or risk is later insured by the cotporation. To address the reguirements of the statute, Citizens developed a
software application (application) to identify policics that may be setuming to Citizens after having been
assumed by 2 take-out insurer. The application was mn monthly beginaing in Octoher 2007. However, the
sutput from the applicadon has not been revicwed by Citisens staff to determine what policics may be
retnrning to Cidzens from fake-out msorers.

POLICYHOLDER NOTIEICATION

Finding No. 8: Insutcrs which were interested in considering the take-out of policies were to request from
Citizens a selection file. In response to the request for a selection file, Citizens provided 2 data file o the
prospective take-out insuter of all policies eligible for take-out. However, prior to March 11, 2008, when the
selection file was provided, Citizens also communicated to the prospective take-out insurer chat the policies
writtea by certain insurance agencies or captive agents should not be selected, as the apencies or agems
would be unable or unwilling to be appointed as an agent of the prospective take-out insurcr and, thus, may
not present a take-out proposal o the policyholder. Effective March 2008, Citizens was required by consent
order of the Office of Lusurance Regulation, to send motice to a2ny policvhelder whose policy has besn
selected for take-out, but whose agent is unable er nowilliag to be appoinied by the take-cut insurer, that an
olfer of coverage was made which may bave saved them premium delfars,

MMARETT ASSISTANCE PEATS

Findimg Mo, ®:  Section £27.3513, ¥lorida Statutes, tequirss that, theough such measures as are [ound
appropriate by the Plan's Board, the Plan shall take affirmative steps to assist in the removal from Citizens
any risk that can he placed in the volnntary market. Section 627 .3515(3)(a), Florida Statutes, as amended,
also requires that the Pian and Citzens develop a business plan providing for the implementation of an
clectronic database for the purpose of confiminy cligibility. Owr andit disclosed:

#  Addilional oppormnities to promete the Market Assistance Plan, and thereby Increase its production of
voluntary insurer placements, may exist throngh real estate professionals, mortgage companics and
brokers, and othess involved in the sale of real estate and the financing and reBnancing thercof.

# The business plan was submitted to the Financial Setvices Commizsaioa, and in presenting the Flan,
Citizens identified several potential implementation issucs that required farther consideration. As of
December 16, 2008, furthet development of the propesed clectzonic database was pending.

Customer Service

MANAGING STAREHOLDER FEEDBACK

inding Mo, 10 Citizens has taken steps to improve customer service, including but not Emited to, the
establishment of a Copsumer Services Department and a Consumer Scrvices Committee, Web site
enhancements, and the conduct of policyholder fornms, In evaluating costomer service issues, we surveyed
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a sample of policyholders, analyzed complaint data maintained by the Deparmment of Financial Services,
and surveyed a sample of agents appointed by Citizens. The results of these surveys and analyses indicated
that there remain cppormnites for Citizens o inrther enhance customer service. One such opporniny
involves the establishment of a central reporting mechanism 1o aggregate and evahrate customet scrvice
izzucs for Citizens as a whole.

Claims Handling

CLATM ADJUSTMENT AND PAYMEDNT

Finding No.11: With respect to claims revicwed, we evaluated the timeliness with which the claims were
processed, the extent to which file evidence supported the exdstence of a loss, the exteat to which the
deseribed and depicted losses were consistent with the mimounts paid, the sufficicney of case reserves, and
the sufficiency of the steps taken by Citizens to review the findings of the adjusters. Our andit disclosed
that some improvements were needed. Specifically:

# In audit report No. 2006-096, we noted that in adjusting claims, Citizens was not enforcing the 30
pereent co-insurance clapse in its vadous ibsurance policies. Our corrent audit again found few
insnrance-to-valoe analyses in the claim files reviewed.

% For some of the claims reviewed, Citizens did not appear to have taken sufficient action to subrogate
claims.

MEDIATION AND APPRAISAL

Finding Mo, 12:  Of the sixiy recopencd clzims that we tested, we found that 2% went through mediation,
appraizal, ot lawsuit. For 26 of these 23 claims, a public adjuster had been hired by the pelicyholder. Our
testing disclosed the following rclating to the mediation and appraisal process:

# TFor 18 of the 23 recpened cases that went 10 mediaton, appraisal, or vinpire, either the poblic adjuster
representing the policyholder o the public adjusters firm performed the appraisal. This appears to be
contrary to policy terms which require that appraisals be performed by a disinterested appraiser.

Lo

There was no requircment that the wmpires, in making award decisfons, itemize or otherwisc explain
the tationale followed in detcrmining the award, and in the files we teviewed, the umpire's award did
nol itemize the specific cost elements in the award or the raticaale for the award.

Undergriting |

UNDERWRITING FILES

Finding No. 13: Citizens' undenwriters {internal and coatracted) are required, at a minimmm, to review the
applivations and supporting documentaton and to make decisipns concerning cligibility, insurabilizy, and
teceipt of correct premium. Out tests of 30 apphcadons, including policy renewals, disclosed in three
applications issves that were not appropriatcly addressed.

Piobable Maximum Loss Financing

FiNANCING ARRANGEMENTS

Finding No, 14: Citizens should continue its efforts to reduce the cost-of-catty on any pre-gvent financing

while maintaining the safety and Bguidity of the financing proceeds through conservative invesanent.

Effective July 1, 2002, pursuant to amendments made to Section 627351, Tonda Statures, by Chapter 20402-240, Laws
of Florida, Citizens Property Insurance Corporation {(3tizens) was created to provide, as the Smare’s last resot 1surer,
residenral and commercial property insurance. Prrsnant to those amendments, the policies, oblizations, rights, assets,
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and liabilides of hoth the Flerda Residential Property and Casnaley [oint Cnderaritng Association (FRPCTUA) snd
fre Florida Windstorm Undereodng Assoclation (FWUA) became the policies, obligations, dghts, assers, and
liahilities of Cinzens,

In accordance wilh Section 627.331(6), Florda Starutes, Cilizens’ Plan of Operadon mequired that Cinzens operate

suliject to the supervision and approval of an sighe-member Board of Governors [Beard). The Governor, the Chief

Financial Officer, the President of the Senate, and the Speaker of the Ionse aze each to appeint two mambers of the
Board, and ar least onte of the o members appointed by each appoinsng officer toust have demonstrated experlise
in insurance. Also, in sccordence wilh statare, the Tlan of Operation required that Cinzens’ Bxecutive Director and
scnins managers be engaged #nd serve at the pleasure of the Board.  The Executive Director is 1o be respeasible for
employing other staff as the corporation may tequite, subject i remicw 2nd concortence by the Board.

Zectinn 62733162, Flonda Statutes, provides thet all revenues, assels, liabilities, losses, and expenses of Citrens

shall be divdded into theee separate accous, as follows:

¥ A personal lines aceount (PTAY for personal sesidential poficies tssued by Cinzens or issued by the FRPCILA
anct renewed by Cltzens. Such policies ate 10 provide comprehensive, muli-peril eoverage on nsks that are
not located in arens eligible for coverape in the FWUA, as those areas wese defined on January 1, 2002, The
aceount is o also inclnde polices that da nor grovide coverape for the perl of wind on dsks thar are located
1 such areas,

W

A commerdal Hoes account (C1A) for commercial residendial and commercial nonresidential polices 1ssned
by Cidizens or ssued by the FRPCJUA and renewed by Citzens, Such polices are mo provide coverage for
basic propetty petils on tisks thet are oot located in aress eligible for coverage in the FWLIA, as those arcas
were defined on [zouary 1, 2002, The acconnc is w also indude policies that do not provide coverage for the
penl of wind on disks thar are located o such areas.

N4

A high-dsk sccount HRA} for personal residentisl policies and commercial zesidential and commeraal
nottesidental proporty PU]lClLb issued by Citizens or transforred b Ciuzens that provide covernge for the
pedl of wind on fisks that aze Ineated in arcas clighle for coverage m the [MWTA. s those areas were detfined
on Jannary 1, 2002,

The three accounts musl e maintained as long as fnancng obligations entered Into by the FRPCTUA or the WA
gre oulstancling, in accordance wish the temms of the entrespanding financing decuments. When che obligations are
no Jonger ontstanding, a single agoount may then be used.

‘l'ables 1 wnd 3 siemmarizes by accosnt, the polides in force, premiums, and exposure, 43 of Aungust 31, 27, aod
2008:

Account Puhcms in Fouee| Premivnms Exposie
Personal-Besidendal {PLA o12612] §1,714,344 308] 107 D12 801 798
Commercial (LAY 12 606 334.033,152  TTEITI09.460
Thyrh-Risk (HEA) 1237420179 219748 005 354

Total 00, 229

~
t

F495 488 516,512

SRR e
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‘Table 2
et o of August 3120087
Account Policies in Force|  Premiums Exposnis
Personal-Residential (PLAY 713,310 §1,115599,122) $139 503,398,875
Commercial (CLAY 10430  Aw1es1926] 61035543182
High-Risk {TTRA qaa602] 1190446781 232608.110.324
Total t 172401 32698327 820] $433.147052.3

‘Lhe Legislemre’s intent, us expressed in Section 627.331(6), 1londa Sramates, is that diligent efforrs be made to place
nisks with volunrary insirers and that risks be pleced with Cidrens only when coverage is pot available In the voluatary
rrarker. Consistent with this intedr, the Legtslanure has anthodzed plens and programs o encoutage volunfary market
covetngze of risks and 1o teansfer, through take-cut programs, Citizens” policies to Vt:rluntﬂ:;;" tosurers, Lhe redocton in
policies in force, premitrms and exposure berween August 31, 2007, and 2008, is pooarly due to the itaosfer of risks
hrongh take-out progratns to voluntaty inprers.

Tn general, the preminm due from a Cinzens’ policyholdet s dexived by trultiplying the insured walue of the propetly
br a preminm rare. In finding Mo, 16 of audit repott No. 2000-096, we reported that the premiutn rates that had been
charged by Citbeens were not suppotted by acuadal smdics. Subsequently, actusrial stidies wese obtained by Cidzens
and rates hased thereon were approved by the Odfice of Insurance Reguladon (O1R) with an cffective date of Janoary
i, 2007. However, as ditected by lhe provisions of Section 627.351(6)(m}4. throuwgh 3., Florida Statures, the
assessmenl of actaarizlly determined sates was postponed unt] Jaouary 1, 2010 Cirizens” acterary bas csdmated that
for the vears ended December 31, 2007, and 2008, the difference between the premivmes that would have been dne
RS Taly actuaj:i.ajll}r—:flemrmined tates and the premenms actoally authodeed to be approximnarely FE14 miflion.

Enternal Conirols

Citizen’s Board and tnanagement have a responsibility for establishing internel conrols thar will provide reasonable
sssurance of the efficient, effectve, and cconomical accomplishment of Citizens” responsibilsnes, as established by

lawr, comrracts, and Insnrence industry standards.

As descrbed more fully belaw, we fornd thar Citizens has made improvetnents in intemmal cocteels and other chanpes

are in progress. We also found thae there remain opportenites for iznpmovement.

T audit veport No. 2006-096, we noted thet Cidzens had no documentation to suppeors that it had conducred an
enterpose-wade cvalmation of the effechivencss of operationa! and bnancial controls.  Smiarly, our current avdiz
disclosed thar o such evaluation had been completed dudng the sudit pedod. Such an evalnation may be
accornphished throush an Hoterpose Risk Mansgemest function. This function promdes a means through which

manapement may for its Bnasdal and operatioml objectives and relaved strategies, identty, assess, and manage the -

associated sk
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Om Oerober 23, 2008, Citizens management presensed o the Board a propesal o create an Hnterprise Risk

Management fanetion that ata minicem will encompass dsk management, eompliance, and quality assurance.

Recommendation: We recommend that Cidzens continuc its implementation of an enterprise sk
management function,

Fersonne] and Procurement

In andit report Neo. 2006-096, we reported several areas in which Citizens” personnel admimsttation and Citizens
procureraent practices were deficient. For exatnple, we found that persoanel policies and procedures did not roquire
backpronnd checks, and procurement policies and procedures did not address compentive procurement processes. In
mesponse o the andit findwgs, the Legislatore amended Section G27.331(6), Monda Stateles, to addeess these and
other adminisrradve matters, Cor cutresl andir diselosed that Cinzens had implemenred policics and procedurss to
implement these slalutory requirernents and that for the files and créasactions tested Ciozens had complied with the

zpplicable requirernents of law, cooopt as Indicated i the following findng.

As part of the procuretnent process, Citizens” policy requires thal the vendor, and any Citivens employes invelved in

any part of the evaluaton or sclection of 4 vendor, provide a completed and signed Conflier of Interest Disclosure

Foria.

Our audit tests disclosed that for 2 of the 10 procurements lested, (ittrens’ records did oot contain a eomplered and
signed Cenflict of Interest Pisclosuze Form 1o evidence that the Citizens employees taking part in the cvaluation and
contract award processes wete independent of, and had no conflier of inrerest with respecs to, the vendars evalnared
and selected. Tn 2 of these instances, the contmect arnounts totaled $FEGGH and F330.000 and relaved to he
prorurement of tlecommunication consubting services and janitogal services, respectwely,  Addifonally, we
derermired that fDJ.: 2 of the 10 promurements tested, Cldzens” did noc rirely secewe Contlbet of Tngerest Thsclosuze
Fomns executed by the vendors. ko these instances, the contract amounts ranged from $1.6 million o 38 mullion and
involved the leasing of facHties and the procusement of webecommumications services, respectvely, Such attestations
help to ensure the frirness and objocnvity of the procuternent and contracing processes,

Recommendatiom We recommend that Cidzens cnsure that employee and vendor conilict of interest
statcments are Hmely obtained and retained in Citizens” recorda.

Information Technology Contruls

In order to accomplizh the mission and objectves of Citizens, several informatonal technolagy applicadion srstoms

have heen contracted for or developed, These svstems inclnde:

#  Active Directory — A central component of the Windows platform,  Provides the means o ranage the
wdentiies and relationships that make up network enmironmments.,

#  ePAS — A browser based policy and claims processing system, Cunenfly processes F1A policy aond cl.u.m
transactions.

% Wind — FIRA residential and commercial policy system, including claims and zccounting functionalicy.

¥ cWind — A browser based poalicy and claims processing system for wind-only polices. Cuzrently processes HRA
policy and claim transacnons. :
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(S Podnt — An ASA00 ased commerr_al residental muld- Pmﬂ policy sTatem.

Cloims Trackiong Syseezn (CT3) — Dml‘r and catzszrophe claims wacking and adjuster mansgement system. This
systenn is infegrated with cPAS and Wind.

W

#  TmageRiple — A document management system thar has been talfored for use in the msurance industry.,

Informaton technology (T user awareness 1s an casental component of en effecuve seounty prograta. The purpose
of 4 security awdreness program is wo infonm persoonel of the imporance of the Information they handle and the legal
and business reasons for maintaining ils inregrity, confidentiality, and avallability. Our review disclosed thet Citizens
bad not essablished & securdty awareness program. Although Cldzens did provide to vsers pedodic e-mail advisories
thet can provide 2 good oppormnity to set forth concepes of T secunty and daba handling, securisy rwarcncss
programs should be ongoing to reteind emplofees of their parts in the toral seouity progaam. “The absence of an
ongoiny security awareness franing programm azd o related lack of users” lmowledge regatding their vesponsibilines for
the safegrarding of Citzens’ dets resources, omdd jeopasdree the mntegoty, comfulendality, and availability of system

ICROUELCEE.

On Cretober 13, 2008, subsequent to audit inguiry, Cirizens indieated thar a wendor had heen identified to help

{linzens inplepacnt sod deliver ao dnformarion SOOIty IWAICOeSS DICETALS.

Recommendaunn We tecommend that Cidzens continue in its efforts to implement a secutity
awiareness Program. ' '

Fffectve scennty controbs inchde access controls that cosure that users have nnly the access povieges nesdad o

petform their duiies, access o senaitve Tesources 15 Ltndied to only & fow users, and users ate tesiricted from
performing incompatible foncions. Access controls include the use of individoal user identification codes s} and
passwords to allow the marcling of svstem activities to the responstls user. Further, to help roduce the msk of errors
and fraud and the conceafment thereof, appropriate mmembers of managemment should approve the access oghts
granfed and pedodically review and cosfitm the contineing appropoateness of granted access rghts,

Ot awdic dsclosed dediciencies in certain sconrey conrrols, Specifitally

%  For 6 of 20 user IDs tested, Citizens was unable to prowde docusnentation showmg that mamagement bad
approved the relrred etnplovec’s network access. Cilizens indicated thet it was indtating & recettitication project
I 45SESR STSem access dghts ot all Citzens [T uscr accounts,

¥

(Citizens lod implemented procedures to remowe the acoess privileges of employecs who tertninated
employment snd for external users whose employiment or contracts had been tenminaled. Such procodures
reguired that notification of teomination be provided, =pon termieation, to seeurity administanon. Tpun
receipt of notificalion, security adminisration was to tevoke access privileges. Cur tests disclosed 97 insrances
in which nosification to securty administration was ot scnt Hmely, In these instances, nobfication was
provided on dates manging from 6 to 751 days after the date of emplovec wcrminetion.  Additionally, we
identified 122 former employess whoss access peivileges had nor been timely revoked Tn 34 of dhesc instances,
access was revoked, hur not undl dates anging from & to 763 days afier the date of termination. In 24 of the
128 irestances, che access povileges of the forteer emplovees had not been revolked a3 of the date of our andit
test Abscor imely revocation of access privileges, data and IT resources ate enpoecd to increased nsks of loss,
crror, and unauthorized use. Cidzens indicated that sorme of the mstances idendfied by our andit had ocoerred
in 2006 when procedures for processing emplovee actions were not fully in place. Citizens further indiceted thal

E
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s IT funetion will wodk with human resources to. improve procedures for coely reposing and processing
emplovee achons,

Recommendaton: We recommend that Citizens ensure that user access anthorzation (documentation is
appropriatcly maintained, We z2lso recommend Citizens perform petiodic reviews of access privileges to
ensure that the access granted is appropriate and monitgr compliance with procedures requiring the timely
revocation of the access privileges of terminatng emplovees and contractors.

Security controls arc intended to protect the confidentiality, mtegrivy, end availability of data and [T resouzces. Our
audit disclosed certain securiny controls relared to Clozens’ FI spstems, in addition o the matrers discussed in findeng
Mes. 3 and 4, that needed improvemenrs. We are pot diselosing specific demils of the lssucs in this tepotl 1o avoid
the possibility of compromising Cinzens” dars and 1T resonrces. However, we have notded appropriale MIneFemenT
of the specific ssues. Without adequate scondty controls, the confidentiality, integrity, and avalabihty of data and IT
resources may be compnsed, increasing the dsk that data and [T sesources may be subject 1o mnproper disclosure,

modificaton, ur GesHucio.

Recommendation: We rccommend that Cidzens implement the approptiate secotity contols to ensure
the confidentiality, integtity, and availahility of data and IT resources.

Iatemal Avdit

Citizens’ Inlermal Audit Department became functionsl in Decetuber 2004 with the hireg of 20 internal auditor and
the Board’s approval of the onginal dnternal audit charter in licbrmary 2005, Effective July 1, 2006, Secacn 15,
Chapter _2{]06—12_, Laws of Flosida, created the Office of Iotereal Audit (Secton 627.331{0)(h!, Modda Statubes), A
Chief, Audit 2nd Inspections, was subsequently added in Jamuary 2007 o creame a bwo-person inrernal audi
departmeat. [n June 2007, Loth internal avdisoss left the cmplopment of Citizens and the Board approved the
rerention of an external audit fem on 2 cemporary basis, A new Chiel Tnternal Anditor was hired 1o MNovember 2007,
a new charter was putin place in Jenuary 2008, apd four other staft had been employed as of Auwgust HHIE.

I'he Office of Internal Audit ie its published andit reports, cxcerprs from Citzens” Audic Comeirice mimutes, and the
Tanuary 2008 chaster indicate that the Internal Audit Department follows the International Standatds for the
Professional Practice of Ieternal Audidng {JTA Srandards) published by ehe Instture of Internal Arrdirors. Aunditing
standards govetn suck marters as anditor proficiency, auditor comperence, andis planning and supesdsios, the

repordng of internal audir findings, and imternal sudit gualicy assutance.

Publications of the Instnne of [nrernal Auditors provide that internal andic activines are pedomed in diverse legal

and cunlmral eavironmenss; within organizations that vary in purpose, size, complexily, and stracmzre; and by persons
within or sutside the argenization. While differences may affect the practice of intemal audivng i cach eovironment,
gompliance with 11A Smandards 15 essentisl if the responsibilities of internal andit are to be met.

IT4 Performance Standasd 2040 — Polices and Procedures states, “The chief audit executive JChiel Tnternal Andivor]
shonld establish policies and procedures to gnide the mtermal awdit actvty.™  The nbjective of such polides and
procedures i3 to provide for the internal awdiy funcdon en operarional framework which is to teasonably ensute
audizor complance with the governing awditing siandaeds.  Soch polides and procedutes had not et been

4
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izeplemnented, althoush they were under development.  Absent clear gnidance in the mnrernal audic activity's policies
znd nencedures, there 1s less assurance that intermal audits will alwers be condumed in accotdance wirh TIA stendards,

Recommendaion; Citirens should contdone its efforts to develop policies and procedurcs necessay (0
guide the inmternal andit activity and snsure compliance with ITA standards.

Take-Out Programes and Bonuses

In an effort to encourage the retum of policiess to the volunmry madket, Secnons 627 351063, and 62753311,
Monda Statutes, authorize voluntary insuters to mke-owr Citizens’ polices. Any policy taken out, assumed, or
rernoved from Cifzens s, as of the effecdve date of the take-our, assumption, or removal, direct insueance issued by
the insurer and not by Citizens, even if Citizens contimes to seovice the polides, Take-out plans of volustary msurers
are subdject o the approval of Citizens” Boasd 2nd OIR,

{itizens” Ales show thar since Jaouary 2003, a lowl of 954,993 policies from the FLA accouct and 142989 policies
from the non-PLA accounts (commersial and high risk accounss) had been teken our. Table 3 below, snmmarves the

policies raken out from the PLA sccount and the non-PLA account dunng the pemod Janusry 1, 2013, through
Cictober 15, 2008,

Exposore
Year Policies | Exposare (000's)] Policies (P
20053 zrz1e | 3 81400682 a 153 -
2 145 035 2,161 507 12 457 13001, TR
NS Z1E1328 A0, 174,803 75 554 15483 547
200G 26,735 4518575 4,675 25015
00T AT BET 08,2549 426 -
008§ asgata Masssls | 13248 4,688,127
Toal § 234093 | £ 2323310 142080 | 528743 835

*Throegh Oaober 15, 2005
Zoaarce: Citzens’ Take-Olut Propmrn data fle,

To encoursge volunrary insurers to take out policies, Section 62735112 F [londa Starutes, provides that Cinzens
shall pay the sum of up to $L00-10 an insurer for each disk tken-out, Secdon 627.3311(2), Flenda Smnwes, forther
provides that, in ordet to qualify for the bonus, the rake-our plan must include 2 mininmm of 25,000 polices. Singe
Mareh 2006, ouly one nsarer had taken out 4 suffcent number of policics to qualify for the paysent of & bonus. In
this nstance, 2 total of 26,728 polides were taken out on Auguse 14, 2007,

Sectivn 627.321145), Flotda Seamtes, provides that if polices raken-cur are cancelled or nonrenewed by the insures,
the bonus amount is subject to proeton for the dme peziod the policies were insured.

U Chaprer 2006-12, Laws of Flogids, amended this sketurs effective _]aﬁun:}-‘ 1, 2008, to align she amouret of boraz to that
authodwed i Sacton §27.3311, Flooda Statures.
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1 audit report No. 2006-096, fGnding No. 11, we recomsoended that Cinzens ensure thar a complete property address
Te roudntained For 2ll insared properties and thar this information alse be mainmained for all propernes thar were
teraoved by take-out agroements. In the finding, we recommended thar this infunmation be nsed peniodically by
Citizens to assist in the measurement of how well the take-out programs are working to permancorly memave daks
from Citirens. Subsequent to the ssuance of the andit repart, Secrion {’:2’?.351{6}, Dorda Stzbues, was amended to
requite that cffecdve July 1. 2007, in order o gvaluate the costs and benehits of epproved take-ouat plans, if Cinzens
pays a boaus ot siher payment fo an insures for an approved ke-ouet plan, then Citizens shall maineatn 4 record ol all
zddresses or such other identifying information on the propetty or nsk removed in order to track if and when the
propeny o dsk & later insuzed by Cittrens. '

To address the prior andic recommendation and the atmendtent of the smtres, Citdzens developed 2 software
application {applicatior) to identfy pulices thal may he zemiming to Ciozens after having been assumed by a take-out
insurer, ‘The spplication was tum monthly beginning in October 2007, Hlowever, the output from the appheation has
niot been veviewed by approprate staff to detemming what policies may be remarming zo Citizens from fzle-ont insurers.

Absent the review and analysis of thiz dam, Cidrens may miss opportunides 1o idennfy policies returning to Citizens
fromn lake-our insurets, follow-np on why the policies are retutaing, and develop stategies to strengithen corrent rake-
our programs. [n responss to out inguiny, Cirizens management stated that this applicadon will be wolized 1o the

fotnre wo ensure that take-out insuters ave n compliapcs with the Law and s comtractilal agrecments,

Recommendation: We tecommend that Citizens perform long-lerm monitoring on the take-out’

programs by reviewing the application output. to identify policies returning to Citizens from take-out
insurers, follow-up on why the policies are remyming, and develop stategies to strenpthen current take-out
Programs, '

lnsusess which were interesbed in considering the take-our of policies were Lo tequest from Ciazens a sclection file. In
response b the request for 2 selecton file, Cidzens provided a data file 1o the prospective take-cut insarer of all
policies elipible for vake-out, Towever, ptior ta March 11, 2008, when the sefecion file was provaded, Cidzeos also
commumicated to the prospecrive take-our nsuccr that the policies written by certain msurance agencies or caprive
agenis? shold not be selecred, as the agencies or agenls would be unable or nnwiling to be appoinged 22 an agent of
the prospective tale-ort insurer and, s, may not present a takc.ont propusal to Lhe policvholder. 1n those instances
n which the policies wiitten by cermin msurance agencies and captive agents were excluded from the prospective
take-out insurer’s consideration, the opportenity for the removat of policies from Crtizens and the oppormnty for a
policthobder to obtein a reduced preminm were foregone. '

Fffective March 11, 2008, the OIR ssued consent omder 94539-08, “Order Approving Cineens Peoperty Insntance
Corporations Personal Residendal snd Commercis]l Residential Non-Bonus Takeour Plans.” This consent order
prowided, in part, that “CITIZENS shalt discontinne this notce [notice that policies of certain insarance agencies and
captive agears should not be selected] so that the takeout companies will male their selections wathoul categotieally
eliminating policies from eligibility for removal” En addition, to ensute that the pobeyhelders are made aware of any

2 Captve agents ame fenrance agears working emizhasively for g sngle volintary maarer, as aoposed toan independent agentwho
mayr heve heen appodnred by several insuras.
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offers of coverage that may aot be communicated by zheir agent, the order requires Cidzens to send notice to any
policyholder whose palicy is selected for take-ont, but whose agent 15 nnable or unwilling to be appotnted by the teke-
out insuzet, that an offer of coverzge was made which may have saved the policyhelder premium dollars.

Recommendation: We recommend that in administering it= responsibilitics under the take-out
programs, Citlzens comply with the consent order.

Scction 627.3515, Florda Sratntes, cstablishes the Markel Assistance Plan {Plan) to ussist in the placement of fsks of
applicasts who are unable to procure propesty or ¢asalty insurance from authorized nsuress when such thsurance is
atherwise gencrally available frow insurers suthonzed to transact and weise that kind and class of nsurance in this
State. Pumsuant Lo statite, each person scoving as o member of Clizeas’ Board of Governers also sorves as 2 member

of (he Plan’s Board of Governors,

The Plan provided a variety of programs for consumers, agents, and insurance companies. As shown by Table 4,
duting ¢he petind Jannary 2006 throush March 2008, the Plan provided sgeets with the names of over 120,000
customers who were ying 1o obtain property and casualty insurance, of which approximately 9,800 were placed wath

voluntary insurers. There were approximarely 230 agents patticinating in the Plan,

Table 4
sistanice Plicements
Calendar Requests WVolunlaty Pereent
Year Theough Flan Placements Throughy  Requests
for she Year | Plan for the Year Flaced
2006 61382 4692 764
2007 49,398 3971 8.01
2008" 9118 1,192 1307
Totals 120,015 0,853 B.21

' Through March 31, 2008

Srwctees Clbigens

Section 627.3515, Florida Stamutes, requires thar, through such messures as are found appropriate by the Plan’s Bourd,
the Plan shall take affiernative steps wo assist in the removal from Cidzens any risk that ean be placed in (he wolantary
market. Secton 62735133 (x), Florda Statnres, as amended effective January 23, 2007, also requires that the Plen
and Citizens develop a business plan providing for the implementetion of an elecironic dambase for the purpose of
cordirming thar the applicant s eligible for coverage by Citizens because the apphicant 15 unable to obtain msurance
covetape in the volustary market. The bustness plan was to be presented o the Hinandal Services {ommission for

approval by Seprember 1, 2007
Crur asdic diselosed thar

¥ Promodon of the Plans use was accomplished primarily chrough the Web sites of Crfizens, OIE, the
Drepartment of Financal Services, and various other insurance and news-selated organizations.  Addinonal
opportumites to prosnote the Plan, and thereby increase s production of voluntazy tnsurer placements, may
exist theoush teal estare professionals, mottgage eompanics and brokers, and others involved in the sale of real
estate and the Fnancing and refinancing thereof,
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SR e e e

TN o ERRLLIS



TANUARY 2009 RREPORT NO. 2009-102

¥ {tizens submitted the “Proposed Electronic Elighdlity Databaze Business Man®™ on Aupust 31, 2007, to the
Finandal Services Cotnmizsion. Citizens conchided:

“The legislaave Intent of 5. 627.3515(315), Flodda Stetutes seetns 1o be o ensure thar oely those applicants that
meet the elighility requitetnencs set forth by the Ploods Legislamre are insumed by Citimens.  Howeves,
participation o the proposed clectronic cligibiliny database 3s purely volaatary. The stemite referenced sbove
does nol mandate compliance by insurer and orfagents.  Therefore, there I so effective guarantes that
inplementing an electronic cligbility database of this nalure will be effective.  Addimonally, chere are other
implementaton ssues, such as povacy concerns and enforcement aues that may abo affect the success of this
program. It is true that an effectively czeamed and effidently fuactioning electronic database conld potentially
zesult 1o fewer nsks belng wriltes by Gitizens and therefore could reduce humme growth in exposure and
mumber of policies it force. However, there may be seduars custommer sevvice issues auch 2z lapees in covezape,
difficulty in certng and msintsming this database, company and apent enforcement probleros and cosss of
development and maintenance which mey misigate against any success thiz progeam conld prodnce.”

As deserbed shove, the business plan was sahmitted en the Finencial Services Commussion, and in presensing
the Tlan, Clizens idenated scveral poteotial implementalion issues that required forther comsideration. As of
December 16, 2008, further developnent of the proposed electronic damabasc was pendiag,

Recommendadon: We recommenil that the Plan consider addidonal opportunitics and methods thar
tray be used to promote the use of the Plan. We also tecommend that any obstacles to the development of
the electronic clygibility Jatabase be presented 1o the Legislatmre for evalnation.

Costomer Service

Since our last audin, Citdzens s taken steps to Mnprove custorner servies, including but not Himited o, the
establizshment of 2 (oasemer Services Department and a Consutner Services Cornminee, Web site enhancemeats, and
the conduct of polerholdet forums. In evaluating customer sesvice issues, wo surveved a sample of policyholders,
anslyzed cotnplaing data mamntained by the Deparrmenr of Prnsncial Services, asnd sucveped 2 sample of agents
appointed by (itzens. The results of these surveys and snalyses are presented below apd, n sursmary, indicate that

there reprain opportumtes for Cllizens to foethet enhance customer secvice.
1 S 5

(tizens, like other insurance companies, provides costomer service chat ranges from the 1ssvance of policies to the
pavment of daitns. To measure the degree of customer satisfaction with the level of sendees provided by Clsizens, we
madled survevs to 3 policpholders, mcluding 200 whe had filed clsims. Questions were ncluded 1o the survey to
address onsromner sadsfacton with servites telaing to policy issuance, policy renewal, and claims bandling, We also
ineluded questions to mezsure policvholder satsfacton with the services provided by Citizens” agents, Clnrens’ call
center operations, and oversll sadsfacton wath their insumnce policies. We received 117 responses to our sutvey
from policyholders. Our evafuation of the resulss for alf serveyed policpholders, as showa By Table 5, indicared thar
most poleyholders wete sadistied with the services recetved from Cideens, the call cenrer, and Cinzens’ agents,
However, 2 number of respondenrs reported being dissatisfied with their clatm: handliog expestences. In compadson
o the mrasnrements of costomer service satisfaction repomed In andit report Mo, 2006-096, the percentage of
satisfied to very satisfied policvholders showed relatively lirdle chenge,
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Table 5
it s ey
Somewhat Dissatisficd Sarisfied
to Dissatisfied to Verv Satisited
Total
Number |Percentage| Number |Percentage Rcspﬂnstsl

Talicy lsmuance 22 19%% H 21%a 113 :
Telicy Renewal | 21 ) a8z B0% : 06
{laims Handling 13 38%h 21 2% 34 =
Agent Service 16 16% 87 B4% 103 2
Call Center Operatons G 15%% 28 B2% i 32 :
Overall 19 1894 29 82% 108

FNotall 117 policboldens reseruded o cvery questinn.
CLovras Polirhollet Serees
Complaints
As part of our andit of Citfzens’ customer service function, we anelyzed Depariment of Financisl Services (LS,
Division of Consumer Services, data available for the period March 1, 26, through Seprember 30, 2007, to identify
any indications of sipnificant custoroet setvive issues. As shown in Tabile &, we found ehat dunng this pedod, Citizens
ranked second among the top 11 Florids residendal, commercial, and other property and cesualty insurers in termms of 1
the oumiber of complaints 2s 2 porcentage of policies in force as of September 30, 2007,

Tablc 6
icies i September 30, 2007 ;
Complaims asa Complurts for the Peviod | Policiesin Fosce
Company | Percentage of Policies Mlarch 1, 2005, through ut :
inFore Semlember 30, 347 Septembert 30, 2007
1 067 1633 241218
Climoems 0673 9,318 1313 627
2 0334 455 136,175 ’

3 0309 1,123 363574

4 0.0246 278 106,755

> {.252 817 204 868

a {241 ’ 291 120629

7 {424 2457 F 024223

g 208 267 F2R 338

0 (192 287 14495158

10 FELER 136 192631

Soures (Hfe of Tesurmce Regnladon, and the 1285, Dhvision of Consumer Servioes

We did note recent improvement in tha: Cilizens experienced a 64 percent decrease in complamis for the period
Mazch 2007 throngh Febraary 2008, as compared o the peded March 2006 through Hebrasy 2007,
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Survey of Agents _ _

As part of its operations, Cidzens appoints agenss to serve policvholders and et 25 the first line of customet serdice
{.onscquently, it is cdtical to the effectdve and effictens operatdons of Cidvens that its agenls have the necessay
resources o cosl-effectively serve policvholders ncuding adequate msining, the awaillability of policyholder
imfomination electronicatly, and consistent support from Citizens’ underwriting, claims, and other staff, Tro messwre
zgent satisfaction with the provisioss made by Gitizens and 1o identify potental aress where Citizens could enhance
irs npetations with tespeer to its anpoiored agemss, we mated surveys o 200 appointed agents,  Questions wete
inchaded in the surver to ganpe agent satdsfacdon with, among other things, Coizens’ training prograss, 11s primary
clectronic policy sdministration systems (8PAS, eWind, eDOCS, and the Cormumercizl Policpholder Sysoem), scrvoc
provided by Citizents” staff, and owesall satisfaction wath Citizens” agent support. (e evalnation of the survey results,
as shown by Table 7, indicated thot most agents were satisfied with Citzens’ operations, inchuding its trating
program, clectromic policy adradnistation svsterns, and overall support provided o them.

Somewhat Satisficd to Very
Dizsatishied Satisfied
Taoeal
Mugnber | Percentage | Number; Percentage Responses
Agent (ertificaton Progrem g 12%% Geh By 73
Training 3 5% 52 4% ok
ePAS 3 444 o 260 73
eWiind 2 3% 63 L a2
el IS 4 (%% &l 2494 44
Commerciel Polovholder Svstein o 19%% 23 g1ty 3
Mew Polioy Issuance 13 17% 6 23% 7T
Pobicy Rencwal 3 4% 1 26 74
Service 10 18% 4 B0 a7
(rvesall Agent Support & % Ek| G2y T

* Mot all 82 agents responded t eveny quesbon.

Souree: Agent Survers

(ittzens” tepors that customer service lakes place through wanous Crhzens’ business units inchuding Claims, the
Techmical Resource Cenzer, Agent Services, and Underwndng,  Accorduag to Citizens, this 2pproach 1s used to more
closely link customers o business unit experts. In such a de-centralized custonrer service enviromnentn it is itaportant
thar mestomer servdce information Is ageregated af 2 corporate lovel to betet 1denlify and trend customer sermce
issues, Crp,}_ audir found thar Citizens had not cstablished a cenmal tepotting mechanism to ageregate and evaluate
customet service izsues for Citizens 2s a whole, While, as indicated above, Citzens has instituted a Department of
Consumer Services which is zesponsible for tracking and roocrdinadng the handling of afl written conswmer
complaints, absent the abifity to frack and evabnete all castomer service issues {fuestiones, émnp]ﬂ.ints? cte.,), Citzens
capacity ro idenity and trend stakeholder issues 2nd respond accordingly s linired.
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Recogniving the imporiance of the need to agpregate information on all costomer service ssues, Cidzens has begon to
wke steps o tmplement a single, formal process for roanaging smakeholder communicadon and feedback. These

meaznres bave inchaded:

#  Frhanced customer service matning for all Cilivens emplovees.
¥ The President’s conduct of semicr management deadership treetings.
#  Cenitafizadion of Cirfrens communication regarding custotner setvice.
#  Implemeotation of & complaint bandling ané trecking svstemmns {CH ATS) which will automare Cidzens’ tracking
and handling of complaints, CITATS will als0 hawe the capzb_htl;' of handling and tracking alf commumeaton
and consumner 1§311es 2nd is tentatively scheduled to “go Bve™ Felmary 1, 2009,
Recommendation: Citizens shouid continuc its cfiorts o implement a corporate-wide system that will

Eacilitate the aggregation and evalzation of all customer service issues.

Claim= Handling

Cenerally, insurance claim files and relaled claims processing or wracking systems should include dorumentsnon that
factlitates a demonstration that good faith was cxercsed in handling reported claitos 2 manner consistent with (e
requirernents of msurance policies, poverning statue, and administrative nides. In addition, to allow proper financial
manapement, the claim files and related sysoems should alse show evidence that rasetves {loss cstimares) were
praperly established and adjusted, as necessary, to set aside moneys 1o cover claims. Based on industey pfﬂcﬂée,

examples of dorumentaton that showld be aailable for each clum nclude:

#  From the adjuster, aoses, photographs of damages, estimates of the proporty'’s replacement vilue and the cost of
Iopains or replacetnents, aod 4 calrulation of the amounts due to the policyholder.

¥ [wvidence fhat an examiner of the inserer has revdewred the claim, oblgined clarifications, and mede comeczoens
A% RECE5IATT.

¥ A cear sl of correspondence and notes on insuter actions, inchidng the dates thereof, thai allow 2
demonstraton that the msuret has, in handbng the caim, conformed (o nsurance policy fequirements acd
indestry standards and 2cted in good faith <o setde the policyheldess elaim,

% Evidence thar a rezerve has been estabfished in an amonnt consistent with the most recent estimare af the

damages incurred,

im Ad]usmenmnd Payme

We ewsmized 202 claim fles romling 534,284,420, including 60 claims totaling 314500062 which were coded az
reopened With respect to cach of these citns, we derermined the timeliness with which the clatms were proceszed,
the cwrent to which file evidence supported the existence of a loss, the extent to which the descnbed and depicted
losses were consistent with the amounrs paid, the sufficency of case reserves, and the suthoiency of the steps taken by
Citizens to review the Andings of the adjusters. Qur andit did noc mchude renspection of the properties. To zssiszus
in the review of these fles, we remined the services of an insurance indusity consalont

Specifically, the review of claim files and claim adjustment procedures disclnsed the follownng

¥ [n andit repost No, 2006-0%6, we noted that in adjusteg claims, Cidzens was not etfnocing the 80 percent eo-
insurapce clause that has been included in ity vadous insurance policies. Cur carment audit again fourd few
insurance-to-value anslyses in the claim Bles teviewed. Crizens’ Chief of Internal Audic n a2 report dated
October 17, 2008, also disclosed a similar obsenvation.
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An ingsurance-to-vatlue amalysis facilitates a detettoination as fo whether the property was insured ar a level
cotnmensurate swich the teplacement cost of the property. Showld the analysis show thet a property’s value, as
shown by the policy, is less than 30 percent of the property’s estimaled teplacement cost, Ciozens then, pursuant
1o poficy loss settlement provisions, may becorme responaible for a smaller portion of the daim

w

Subrogation is the process by which an insurance company takes action to recover the amonnt of a claim from 2
tivisd party whose action cansed the loss. For sotme of the claime reviewed, Citivens did not appear m bawc
taken sufficient acton to subrogate claims. Specihcally:

v Citizgns paid $6.227 to tepair fire damage to 2 tenani-oceepied property, ‘LThe wnant kad fallen aslzep while
cooking and a fire resulred. Clairn information did oo indicate thal Citisens had pursued the temant for
payinent of damages.

o (itizens paid $7,716 to tepair dateage in 4 34 floos condomininm unit caused by 2 leak thet odgimated In 2
40 floor wit. To subrogate the caim, Citivens muiled a ketrer 1o the owner of the 4% floor cendamirtizm
unit, However, the letter was teterned hy the postal service as not delivetable as addressed. No furiher
acricn in purseit of demages was identified by the applicable lairm files.

#  Generally, the claim fifes reviewed demonstated good fuith in the handling of the chim ard contamed support
in pustfication of the umounts paid. Howeves, we did aote one claim in which Citizens praid $13,438 w0 replace
the ceratnic tile on the first foor of a policyholders residence. The repormed event giving dse to the claim was
he dropping of a pot, which caused a small chip in a single tle. ‘The daim handling docnments did nor explan
why zll of the tile had to be replaced in lieu of the replaceruent of the one damaged ale. Had only the one
damaged tile been replaced, the costs of vepait would not have ceceeded the policy’s $2,500 dedncnble.

Recommendation: We recommensd that Citizens completc imsurance-to-vakie analyses and, when
necessary anid appropriate, enforce the 80 percent co-insutance policy clavses. We also recomumend thar
Citizens pursuc snbrogativn of losses when appropriate. In those cases in which sulreogation is available,
but not pursued, we recommend that claim fles contain notes explaining why subrogation was not pursned.

Lastly, we recommend Citizens detennine, where appropriate, that replacement items can be matched

therchy reducing the sinowunt of the claims adjmsted.

In the event that Citizess and the pelicvholder cannet agree on the atmnount of the loss, the polices allow for
mediation oz sppraisal  Mediaton 15 the process by which Cirizens and the policyholder autee to resolve their
diffetences I the amovnr of the loss throwgh the wse of 2 mediator.

Appraisal is an opton through which Cizens and the policyholder sre o sach choose 2 comperent and disinreresied
appraiser to determine the amonnt of the loss, If the appraisers can agree on an amount, then that will he considered
che amount of the loss, 1f the appraisers canoo agree on an amenat, the matter 15 ro be sahmitted 1o 2n independent
wmpire, An amount agreed to by any two pardes the appraisers ¢x an appraiser and the umpte) will then be
considered the amount of the loss. Fach party is respansible for the cost of its appraisers and altorneys and shall splir
all other expenses of the appraisal and the umpire.

Of the sixty reopened claims thar we tested, we found shar 28 wenr through mediaden, appraisal, or lawsudr. Fot 26
of these 2§ clairms, a public adjuster had been hired by the policyholder. O wstng disclosed the following zelanng
o the mediation 2nd appraisal process:

# For 1§ of the 28 rcopened cases thut went to mediation, dppmisal, or umpirs, eithes the public adnster

representing the policybolder ot the public adjuster's firm also performed the appraisal The public adjusters {or
firms! perfonning the appraisals in these cases may not have been disintercsted parties or free of contlicrs of

1é-
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interest. By allowing a public adjuster who will recetve a payment from Lhe ¢laim proceeds to al:o perform the
appraisal of the loss, Cidzens may receive reduced assarance that a fair and impardal appraisal amount will be
dervesd,

‘There was mo requirement that the nmpires, in making award decisions, ikemiize or otherwise explan the
rafionale folfowed in determining the awazd, and in the files we reviewed, the umprre’s award did not itemdze the
speafic cost dements in the award or the ratonale for the award. In many of these cases, the diffcrence
herween the losses cstimamed by Citizens the Josses avwardad by the umpire were substandal. Por example:

s 'L'he policvholder had engaped 2 public adjuster o tepresent it for a Hurdeane Wikoa claim for the repaw 2
portion of e outer walls of seversl floom of a 20 slony condomninium Cidzens bad hired structaral
eogineers to examine snd work with contractors on repates. ‘LThe engineer had noted thar age deterioranon
and wood rer cansed some of the demape and this damage was not covered by the policy. Citizens had
determined the ameust of the ¢laim o be $3.7 million on 2 3220 million policy. A publie aduster

estimates] $33 million was needed for repairs, Lhe clum went to the appraisal and umprng process and the

umprre awarded 22,2 mlhon wo policyholder.

s A policyholder hired a public adjuster to provide representation {ot a Hurricane Wilma claim for the
replacement of a cedar tongrie-in-groove ceffing with water damsage.  Lhe umpine awarded the palicyhelder
an acdditional 595,283

« A policyhaolder had hired a public sdjustet to prowide representasion for 2 Hurdcane Wilma cadm relating m
a datnaged roofl  An engineer Eﬂgagcd by Cidzens o determine the extent of damage to the roof bad
provided o report indicating that ooly 2 percent of the rocf had been damaged by winds and chat the
ubserved loose tiles were a result of depreciation and Impropet bedding during insmilation. Cinzens and the
policvhalder adjuster weat to medialion and then appraizal, which resulted in an umpite approving an awrard
for ag additonal $70,400 to pay for a new oot

Tn 20 effort to addsess the mediatdon, appraiszl, and nmpire process, Cinzens Board of Governors has approved

armendments 1o Citizens policy foems thar would:

*

]

'\;:

>

=

Require the parlies {the iogured claimans and {iozens) wo agmes to a “mamomndem of appraisal” hsong the
specific items to be appraised,

Require each appraizer, and the appraisal award, to seperately set the amount of the damape for each iretn listed
i the memoerzodun of appraisl.

Fequire that the amount of the loss as detertuingd in the apprasal process be adjusted {or prior payments, -

pedicy decuctitdes and afl policy condidons,
Lirmii the titrne petiod in which the zaured and Cinzens muy demand aprraizal.

Tieqquire the public adiuster (when the insured is represented by public adjuster) to submit to examinadon under
nath and recorded statements, as the insured s required to do.

Citizens’ stafl is reconsidering whether to move forward with these amendmenrs or, imstead, whether it should

shiminate appraisal from its policy forms (n which case these disputes would be resolved throwgh Hrigation.

Approval of OIR is sequited for any of these changes o talee effect

Recommendation:  We tecommend that Citizens continue to evaluate its options relating to the bandiing
of mediation, appiraisal, and umpiring and select an option whichk ensures the fair treatment of policyholders
and full disclosure of all decisions made relative to the claim amonnts wWidmately patd. Shouwld appraisal be
retained as an option, we recommend that Cidzens amend itz policy fonms to include the criteria to be nsed
by Citizens and the policyholders in dctermining that the appraisers selected ate competent and
disintecezred.

¥ Secripn 6268755, Florda Stnites, roguires public adjusiers not serve ina caparity thas may be considersd & contlicr of insenest.
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Underwriting

Cidzens” Agent Appointment Aprecment requites that sgeals, in accordance with the proceduzes established by
{itizens, shall be responaible for assudng that &l subwniried applicanons are complete and scourate and'in compliance
with applicable application requiternents for chat coverape. ALl documents that are received from agenrs whethes

eleconically ov by mnal are entered into Cinzens’ fmaging sysbetn.

Citirens” underveriters {internal and contracted) are required, ot a minimum, to eview the apolications and supporting
documentation and to make decisions concerning ehgibilivy, insurability, and sssessment of the correct premium. The
poderwilers” work i5 to be reviewed on z sample basts Dy a Jead sevior underwriter, and product development scaff

ate w pertoom quality assurance reviews of undetwrigs” wotl

Cur tests of 30 applications, including policy rencwals, disclosed issues in three spplicanons that weze not

appropriately addressed:

#  Two policies reviewsd were for senewals of coverage fur policies that were transferred ro Cridzens from Adantic
Preferred Insurance Company and Southern Family Insurance Company {ubsidiaties of the oe Insurance
Compny’ upen Poe Insurance Company’s Hgumdation.  Underwiting issues were detected in both of the
pelicics reviowed, Specthcally:

o One comimetcial residential mult-peo] policy included $2,750,000 coverage wath an 30 ptrccut codnsurAnee
clmze.  Although the commerdal uaderwrinng suidelines required = current appraisal { ‘oot older than 18
meonlhs) for each separately schednled building to be insured, only an illegible appraisa cuuld De found I
the lmaping system. On February 27, 2007, 2 legible copy of an appreisal dated Augest %, 2006, was
submirced by The pelisvholder, rogether wath a request to chapge the value inansed to 100 porcent coverage.
The appraisal indicated a value of 33,800,000, The value shown by the August &, 2006, appraisal mndicated
that the insared had been recemving 80 percest colnswrnee coverage, but pad premivm on eoly 724
porcent of the appraised value.

2 Ome personal residential multi-peril nodicy received a protective device disconat totabfing 3285, Althouwsh the
mnderwating mles requre a legble copy of the cerificate of installaion that inchades a ErsTreTrinkdealey
agreerment of i cuttent legihle copy (rot more than one yeat-old) of 4 mrlitnting subscoption agreetnent,
thete was no documentrtion svailable in the imaging system o suppeort that any monifonng agreements
were recedved,

Furthet inquiry disclosed thet due to the Bigh voluroe of renewals over a 12 month petiod for these transberred
nolicies {over 300,000 policies), Cirizens management derenmined that &l applicarions submizted by Citizens
agesttz fot the former Poc Insurance Cmﬂpan} insured properties would be approved wnthout undergomg
nomual anderwnting review procedures.

(3ne personsl residentiz]l multi-peri] poliey which included $300,000 in persanal liahility coverage was approved
with a swimming pool.  Althouph the underwriting nies tequited thar properties with pools and similar
strnerires be completely fenced, walled, o screened to be cligible for lishility coverage, 4 picmzre of the back of
the praperty disclosed that the pocl was not enclosed completety by 2 fence.

b

Absent a more thorough undersTiting teview pracess, Citizens may provide insurance i risks that are not cligible,

may oot receive the propet smomt of premium, and may ulimately pay claim ameounts in excess of the amounts dus.

Recommendatiosn: Wec rccommend that Citizens ensure fhat underwtiters are properly approving
pelicics for only insurable risks, at the corfeet values, and all documentagon suppotting discounts and
credits is received and cntered into the imaging system. We alse tccommend that Citizens review the
transferred policics prior ro any further renewals.
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Probable Maximoum Loss Financing

Consistent wich Flordda insuzsnce industzy practice, Citizens is responsible for ensuring that sufficient hquid sesources
cxist to pay no less than the probable meximum loss {(PML) assodiared with 2 3-in-100 Fear storm (100-year PML)
T tnesting this responsibility, Citizens wilizes modeling o predict 8 worst case scenato storm and the resulting lesses
that would be incurred by Cifzens, ghven its policy comraitments. “These modeling processes vield two ElHhyear
PiLs, one for fhe sks acoonnied foe within the personal ines and cominercial Enes accounts fPLACLA), and one
{or the risks accounted for within the High Risk Account (FIRAY At November 30, 2007, the estimated 10H)-rear
IPpEs for the PLA ACTA and TIRA aceounts wers 59.73 billior and $13.313 bilhon, respectisely.

T'o fund the payment of the 100-year PMLs, Section 627.351(6), Florida Statutes, anthorzes Cidzens 1o secure the
necessary resomrces from the following sources:

¥ Avadlable cash on hand from eporations (surplus),
¥ Peoceeds from assessments, including policyholder surcharges.

*  Prvare marker temnsurance,

#  Reimsurance from the Flonda Hurneane Catasgophe Fund (FHFICF.

W

Botrowed fnds, such as, lines of credir and bond fssues.

Tn ntder w0 have sofficdent cash on hand to pay camsmephic Iosses, Cidzens has provided for liquidity through the
issuance of pre-event ronds, bonds izseed n antcipadon of storm evenrn. Beeanse the cash must be available to pay
claims when needed, a primary goal must be the maintenance of the safery and ]iquidi;"}r of lhe proceeds through
comrorvative investment, Theze is alsn, however, a need to minimize the cost of carrying the debr {cost-ol-carry). The
cost-ofcary s defined 2s the difference berween the interest expense acoming on the cebt and the investment
earnings accraing on the proceeds while they are availzble for imvestment. The cost-of-carry can be minimized over
the life: of the debt Ire inilially stractueing che debr lsuc such that the interest cate on the debs iz matched as dosely as
passiliie to expected rates of return on conservatively nvesled proceeds. Our review of the effectiveness of rhe sceps
taken by (itizeps to maintsin the safety and lguidisy of the mvested procseds and to minimize the cost-of-camry
dizclosed:
¥ As shown in L'able 8, a5 of Seplember 30, 2008, Cidzrens had incunted reslized and untealized losses of
£026,508,981 on four holdines of assct-backed commercial papet shanaged for Citzens by the Stale Boasd of
Admmistration.  Also, Citizens” tovestraent in rhe Local Government Sutplus Frnd Trase Pund (LESFLE)
simmilardy incurred losses due to these fonr specific investments.  (itizens has since increased it monitering
efforts end sevized its ipvestment policy effective [oly 1, 2008, w0 specifically ewclude the purchase of zsser-
backed eommetcial paper.

* A 1-in- 100 vear stonm iz defined 25 2 stomm kaving 4 1 pescent {11000 chance of ocgurnsace i any yeas
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Tabic &

“Livsscs Dite to. Amsct:Backed Comiiercial Paperias of September 30, 2005

] Realived Liarealized Fotal

Iovestment . Losses Losses Losscs
A=on Financiad Feading, LLC | § 101,13?,5'5@ F 3273750011 § 133,375 600
Ottmo Fendme |LTD 24390 184 a8z 24391 066
WKR Ashannc Fonding Toost 23193 720 18,400,524 41 633 033
KRR Pacthic Fedimg Vst 15,8340 392 13759470 29 382 862
TAGSFTH 18,502480¢1 - 13,302 430
Total % 183053285 ﬁﬂ-ﬁ%,l?ﬁ F 248011 461

Souro Cirzens

Interest expense paid on the pre-event honds significandy cxceeded the amocnts earned on the proceeds for the
petiod June 2006 throuph May 2008, Citirens struclured these pre-event bonds as aucton rate bonds® A
combination of the sbove-described trrestment losses on asset-backed commercial paper, and the ircrcasing
infevest races on the pre-cvent bonds due to adverse developmenrs in che credit markets led o the negative cost-
of-carry. As shows in Table 9, the total fnterest expensc paid from June 2006 throwgh May 2008 exceeded by
more than $143 million the amounts caroed vo ovesunents of the bond proceeds. After the auction market
failed, Citbeens established 2 strateey to exit the ancton ate secunty matket by buping back i aucton rate
secorities in the aucton market. Cirrens’ putchase of its aucron rate secuntics éudnp the pt::l:lud Jamary 1,
2008, drough Mateh 1, 2008, 13 rotrently the mabicet of a Scoumtes and Exchangs Commizsion mquiry and an
(3ffice of Vinancal Regulation fnquiry, Adveme effects, if any, related o these Inquites were uaknown at the
datbe of por audit repori

w

Cost-
of-Carryg, Wet
Before Reshzed
Realized and and Total
) Interest | Interest{ Lharealived {Unrealized Coat-
Accounts Earrvines | BExpense Losses Liossts pf-Carev

HEA Senfor Seonzed Boads, Scdes 20044 L R HE CR (115}
PLA Seninr Seqized Bonds, Sedes 20074 35 41 {8 (3 [y
Tatala ' S 3|5 Mei anl s T (145

Sovres Cifzens Investment Earnings and Interest Exgense Reports

5 Ancrion tite bonds are generally long-terr Donds thar have intorest mes that e seser at frequent intervals through suctions
whick typically ocoes evesy 7, 14, 28 or 35 duys, Bids with the lowest intersst mtes get accepted [int, bollosred by successivaly -
higher bigs wal all bunds available for auctinn are scld, The bighest rate accepted in the suction then becomes the intercst ratc
that applics to all the boods uatil the pesr aneden, Whea there asc not sufficiens bids to puschase all the bonds, the auction fails
and the holders of the honds will gerermlly recelve an nterest zate set abowe market mtes for the nexs aucsion pedicd, The boad
offering dooreents identify how mtes will be celevlated when anctons fail
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#  In andit report No. 2006-096, finding No. 17, Fisancing Options, we weommended that for the WA Setes
19994 bonds, Citzens contnue the explomacon of means by which the differennal between interest expensc
and imvestirient eaminggs may be reduced.  Citizens refonded the WA Sedes 19994 bends dunng Februaty
2007 which resulted in an approximate $276.9 milhon pross cash flow savings and a 386.5 millian present walue
cash flow savings. Additionally, the call premium which was estimated at $245 million in September 2004 was
reduced oo $181 million at the time of the refunding,

Recommendation: We recommend that Citizens continve its cfforts (o reduce the cost-of-carry on any
pre-event financiog while maintaining the safety and liguidity of the financing proceeds through
consenvative investment. Forthermore, we recommend that Citizens contibue to moaitor its investments for
compliance with its investment policy.

As part of our audiy, we determined that Citizens staff had corrected, or were in the process of correctng, the
spplicable findings ncluded in sndit report No. 2006-096G, nnless otherwse noted ahove

The Auditor Ceneral conducts uperutional andiss of governmental engitfes to provide the Legisiaure, Florida's

citizens, pubbe entity ranagement, and other stukeholders enbizsed, dmely, and releving information for use in

promating government accountability and stewardship and improving government operafions.

We conducicd this operational zudis in accordance with generally accepted govemment andiling seandards. ‘Those
standzards require that we plan and perform the audil 1o olitain sufficient, apprupniate evidence to provide a ceastoalils
Lusds For our fndings 2nd conclusions based on our andit objectives, We heliave that the evidence oblained provides

3 reasonable basis for our findings and conclusions based on our gudit objecoves.

"Lhis operational audit foeuzed on mformation techoology (1T} controls, other selecred inretnal conrrols, internal andit
foncrion establishmeent, procuternent, personnel admimstradon, customer service, claims handling, fake-our programs
and bonuses, policyholder eligibility, and finanding arangeutenss. O audit covered the petied barch 2006 through
Februgry 2008, and selected actons through Devember 16, 2008, “Lhe overall objectives of the aud were:

3 Lo evaluale the effectiveness of cstablished interpal contols in achicving mansgerment’s control objectives in
he categores of complisnce with comtrolling laws, administrative rales, and other pudelines; the economic,
officient, and effective operation of State government; the validity and relability of records and reports; and the
safegnarding of assets,

'\;.l'

To evalnate management’s performance i achieving comp]mucc with controlling laws, administrative rules, and
other guidelines; the econemic, efficient, and effective operaton of Stare government; the validiry 2ad reliability
of records and reposts; and the safeguanding of assets.

¥ To detevmine whether the management has cottected, or is in the process of cotrecang, debdencies discloaed in
the poor andit (repott No. 2006-090).

¥ To ideanfy stanwmory and fiscal changes that may be moommended o the Legishture putsuant 1o Secoon
15.43(7)(h}, Florida Stamtes.

“The methodalogy for this audil inchaded:
¥ Obiiting an andersranding of governing laws, gnidelines, and industry practice tn selected areas,

% Testing the effactivencss of inreroal controls relevant to the scope of the audit

T IRk
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% Imeerviews of Citizens’ manzgement and swif, Office of Insurance Regulation personncl, Depastment of
Financial Services personnel, insurance professionais, financial advisnrs engaged by Citiress, Florida Division of

Boad Finance persomel, aud lepislanve staff,

¥ Surveys of agents and policvholders.

¥ Analvtical evalustions and tests of data files and other records provided by Citivens, the Ofhce of Insurance

Resulation, and the Department of Financial Services.

#  With the help of a specialist, cveluations of catasttophe claims handling procedures and, for @ selection of

claims, daily and calestrophe ¢laim file documencation.

Section 627.331/6)(D. Flooda Statutes, zequrres that the
Aaditor General conduct an operational andi of
{.idzens Property Tnsurance Cosporation every (hree
yerrs.  Pursunant to the provistons of Section 11.45,
Florida Sratntes, I have directed that this report be
preparsd to present rhe results of our operadosal andit

David W, Maren, CFA
Auditor General

Iz a response lerter dated Jemmary 22, 2009, the

Presidenl and FExecutive Dhrector of Cirzens Propercy
Tnsurance Corporation ¢oncurred wark our audil
findings and recommendanons.  The TPresidénur’s
esponse is inclnded as Eaxchitdr A.

e
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“apprortnty for Im'prwwmam amcd. wie will nss the rﬂport ﬁnumgs to.cotrtirie to enhance ar
infrashiotine, progetses ind piadedires,

EXHIBIT A
MANAGEMERT'S RESFONSE

CITIZENS PROPERTY IRSURANCE CORPORATIGN
191 NoRT= MCRRGE STREFT, SJCE 1301

TALLHASSES, FCRIDA 32301 &\ ;'ﬂzE?ﬁg

TELEP-iRE: BSTHIIRS P FSOT343500 PRI MRS ORI

Travid W. Martin, CPA, daditer Geoeral
State oF Floidi

GTA Chande Pepper Building

I11 Wssi \rj:asjlson Stresl

Tulldhisses, FL. 32300, 145&

ORI

Farmary 32, 2008

UrearWir. Marfire

Enchositd hevewith plsass Ard-our wotfed stiterment of explanation céngering all cfthe
findings. comlamad i the Tist of peebiminuny amd fondative -amdit <imdiigs and
recommendations provided Forns-ce Diventbsr 23, 2002, Wewars plaased 1o ind thadiye
ropdft Tecdpriized the steps Ciftens s takdn fo-lmprove oistianersérvids, mvimﬁnw it :
aot Hrnited To, the ematlishment of a Consurmer Serviess ‘eparfment and ‘a Consumer z
Sarvices Coburittes, Web gits -erhapcepents; arid. polioyiislder fopmas held Hizeughout
Florida, Wewere alio-eneouraged that your evalimtion of uar saiveys indicatsd that Tt
agents wers satisfied. with.{f s aperations and, cverall, qupecrt' inglading its trammz,
prerain diddeledtronic policy: admintslralin fystems.

This Operztionil- Auditfor the pericd March 1,2008 fircugh Febmiziv 29, 2008 providds dn

Pledsslstmie kiow il the fngl Andit Repore will be rifeased,
Simoeadly,
ety
Seott Ballics
PresrdentiZED and Exetutive Thirector

N e

W AR
Enclosnrs

cor James Mdlons, Chairman
Joyed Bellows, Chidfof Internal f‘mdlt

demes e Mk, SRR GorTeTCourly
i Oy, Mhdlorss Cotr by w Bar-iton, Firslias Courty = Gerct Beeehat; Mindlis Soudy
Hlan Kz, ean-Cotrty w Garkoe Lansey Hilsharaof County wSherl; i Hueeme r-e‘urr-:l-’d} ey

“WikEn T Ry, -ddzn wir Zaundy w Sactl Waliacs, PresiceiOED R Fxandve Citeclor

7



JANUARY 2009

Bepo ) No. 2009-1102

EXHIBIT A
MANAGEMENT’S RESPONSE (CONTINUED)

cﬂ TZENS Pﬂupamv I\SI{RAN(‘E-, Lﬁmmnm

ﬁI}l)IT FIN DL’M‘(xb

Fimding ¥a. 1 - Faterprise Rlsk Meningoment

In Anidit Report o, Z006-006, wenated that CHZens had ao docunyarilition fo upport.
That it hadl comducrad an snerprise-wide evaluafidn of the cifestiveness of oparatiotal and
Frazscial gontrols. ‘Similuidy, o curraitandit disclosed that mo-such Svalvation Jud beon
dnroplated dedng, e audit pemoi Howvever, oniOdeber 23, 2008, CitizEns management
prnaﬁmbad sothe Board a Dro’pcml to oroate. ity Brterprise Risk Mahagoment fimetion thit
3t mimbnosy Wil sncorepass risk manapement, compHiancs, and quality assuranee,

emer_'pn CER S mmgmm]t iumf'bn,

Wemsmeraeni Response:

Cifizens agress with the Awutlitor (onets] recommendation. In 2008, we Al eredtc an
Frtarpiise Risk Management (ERM) findtion af Citledns that will ‘increass our abality to
hetter determine Haancial risks, dmplement strong enferprize=viich wommils and hiovs
effzctivety identty and mapase risks aeross the cofporation

Finidins No. 2 — {palfict of bnterest Disclostire Form

Citiens” rétords i some lostances S8 vt contain a comgletad and sipned Conflict of
Inferest Pisclpsure: Form to° evidence that ihe Citizens anployees | taking part in e
ceahuation aud contract award prosises wers independent of, and Had oo aomitiet of
inferest with reapect to, thi vetdos evaluated:and seigcted, Additionally, we determined
thal in some mstances, Oilizins, did nog 1rme[j,f reveive Contlict of Tmerest [Hclosure
Forms execaed by the vendors.

Tecormnendation: 'Ws feconnnend that Citizerss ofsire that Empll:r}ee aind vomdor

confhict of. iI:I.-.rmT, shtersaits-are thndky abtame-d wad Fl;tﬂln-.‘u i Esene” redords.

Manremind R&Gpmtse‘

Wi ajprse widh this overall fscommendation sud have dready implamented procadures ta:
#asury that. coopioves and vender ponflicr of inrarest stoterinis, ane trme}:}-' -obtained and

totained e Citeens” revonds.

Findins No: ¥ - Informaiton Technolomy Becurity Awaren

“Cltizens had notestabiished an fnfornation tichnodogy securify awarensss program. The.

purpose. of 2.-SECUTITY aVArsnesy program f5 1o inform j]\-l"SDIIJJu]. of e iraportaee of the
information they hisndle and the lesal aud business pawors For maintaniog, irs. fnfesrity,
ook ilt..‘ﬂtlalit'-! amf ava;lahﬂu} '

‘Recommindation: We réconmyend that Cittrens confinne i ts effons to implement a
SeriTHy AWBTETAsS PIoOgian,

A5 gilimdent Ao Tinelongra pReel
tleninli i

74
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EXHIBIT A
MANAGEMEN1"S RESPONSE (CONTINUED)

Ywagement Response:
W agre with the recornnendstin, An Infonmdtion Tochnology Sedurity - Awarencs;

Program i plamed e he Helivered to the Cirens' employzes throuzh & vendor’ pmparr:.d

HrOSCa

Finding No. 4— Infarmufion Uechnology Securiiy Conirafs

Fifective svcuiits comfols indlkide fuesss contraks (hal ensire. thil usixs hive only the

access privilestt needed to gocforin il dutiss; atcand W sensiive resoureks I timited o

ondy 3 few dsdre, ind WS Bre restricted i performming incompatible fmtions. Duf
audi! disclosed defreidrcies inoertai seourly eooireh.

Recommendation:  We resontmend thar Cliizens emswe that weer aovess aathorfzstion,
documeigation is appropristely mainfined. Wealso recomimend. Citzens parform
pemtthlic vaviews of aboass privileges fo ensure that the avdess granlsd is appropriate and
monitor cornplimes with procedures requiting: the timely gevocation of G zoecss
privileges of terminating employess 08 coghraorns.

Managemuni Bespomnse:

We agrec with the recommendadion. We plan o implement the Tollowing: cenirol
enhencemenis; 1) Account Management Recertification: 2) tmplanentation of Active
Drirectory sutotretiz prondsiomngiesrovisionkig usét fights tools; 3j additicual review
ard challenige of aged dccounts:-and 4} transfer of cartdin avesss control fanctoas {0 the
Tnformation Secarity Office.

Tinding No. §— Other Seewcity Conirals,

We noted certain other defiziencies m Cilizens” seoarity confrol fesures. the details of
witleh have besn disclossd to appropriate arembers of Cltisims management,

Recommendation: W -recominoud s Citizens ihpleracr thé spproprists seeviity
coatrols to eusare Th confidontiadieg, Intserity, md avaiiability of ddtz and T reronrces,

Afumpement Response:

We.agree with this recomtazndaion Citiréns is in the process of -maplomentation of a
specific solition for the enfirdement of tegiied controls for the specitie systom as moted
in fhe Ad's reommendation

Finding No_ 6i— Tuteroal Amiil Procedsres

Policies and procedures providing gritdarses for the internal sudit activity had not heen
mmpiewi Tha ohjacnve of such pelicies and provederes 1t 1o provide for the interial
audi, fanction 4 operafiesal ﬁ:a_mmnrk which reasonably ensres anditcr \.amphan.,...
with povetning atdiing standards,

Reconumendation: Gitizans showld continms ifs efforts 1o dcvc[-ap pelicies and progedures
TECEssArY 1 prridé this fremal andit activity and. eosure comsphiance with T4~ wtanckard.

AL pralinsient B fodns e
NEealy. iy

23
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EXINBIT A’
MANAGEMENT"S RESPONSE (CONTINUED)

Management Response:

We agree wih this revhmmenddlion. Compreliensivi OJA departmisit polisics amd
procedures hiive boen targeted for completion by the 1% qiarier of 2016 Az required by
the TEA Blandurds, the THA awill engegs'an outside Afn to eonduct the fe:qmrsd Quality
Assurante Revicw of the Chizems DIA departméntne Rier thian June 2014,

w-Chit Progran: Long Term Monitoring

Section G27T.351{8}, Florida Stututes, 25 smendédl, requied that effeciive Julv 1. 2007, in
arder 1o evaluite Bie ciss-and benefiss of approved take-oul plans, if Citizens pays ¢
bnnus or uﬂ'tm" pa:."m.:rti tur am InsareE for At apprm:ad takfruur pI&ﬂ, ﬂ:l:m Cifizens 33-1311
risk remmfcd in acdsr to 1.1'&'.3&: it apd v»hen tne pmpatiy or nsk i laker misnred b} Iht
corporation. B afdress the rquiremenms of the stahme, Citizess Aevelopad & software
appl:oaim {_app]tuaﬁon} to-denfty pahmhb (it firay be retuening Citizens after having:
bugh asstimied by 4 lobo-oul dnwigdr T apghicatien was nm moathly beghdiing in
Oetabey 2087 Hewever, the quiptt fronn- the application has not bees revicwed by
Citizens 3T to determins what pelicies may be mtbngag to Citbens fram dxdos-out
IMHEITErS,

Recotnondation: We ragommond that Citizens peifors: lohg:fetm misndering ‘on the.
!a.l{y-qut pmgrams by r%tmmﬂ :l'.IE ﬂpp}mﬂlwn ahl‘pul lu Ids—.*ﬂt:sﬁ PEIIIIG:I.H:' relasane 1

strategics _ta_sin_cr_tgﬂmn_«,_.n'r-mt mﬂ—mjﬁ progmm

Maragentent Response:

Wi ggred i part, with s recompendation, however il ignores’the langnase of durént
law Which does wol veduive that Citizens t—:lau::fv andl track all.policies whith hve sver
beei dsstuned fo determine. if they eatuen to Citizens, Rither; the statute ovily tepires,
sf¥eative July 1, 2007, Thatt Cm.an:nmmx these poliches whmh aré dzsumed and i‘ar wtch
7 tkeont bongs was paid.  Beomuse the cnmently upproved fakeowt proerams do not
pravide for the paymet of » bonus, fre 400,000 policies remoyad From Citizgns in 2008
aiid miaiy of those. asspmied in 2007 ate nol subject 15 tis Hfa.m‘tc-ﬁ mﬁmf.ﬁ.".tug;
*r:f:mtcnwnt :

Additionslly, under current Iase. oven policies which have been roinoved From Citizens

£ qu*tI:F_i,r for coverass with Citizans and. refum to Citfrens, whether a'banis s paid o

not, T thi premivm charged by the fakeout fosirer i3 mire thon 13% bighet Than the.

Citirens tawe for compurnble covemze.

Ngtwithstinding e Io_r.:gou;g. for {hose palicies assumed after Jaly 12@5: waich
quatily for the paviment of a bomes, Kitkzens will ofilis its: mmﬂﬂ}r reports of policies
that were sssimed and retmn as mew Dusmess a@nd updite Fternal Provessas 1
incorparate the data asalysim of thess tepors and provide menagement with their
findmgs.

A prefirntent audit Brdings 3]

Pefiinli k]

e

N T

B e[t e e e e e s

e e e s



T uARY 2009

REpORT Mo, 2009102

EXHIBRIT A
MANAGEMENT': RESPONSE (CONTINUED)

Finding Mo, 8 — Policsholder HotfEeation

muu'm whi::h W 1:1tcr¢st..=:d. B mumﬂf:rmg the uua.e-om pohbu's wWere iﬂ requcst l]'t:.m :

a data File to prospccm'c Ea.m:—m:i imsterer oF sl pv::r]imes e.‘iw-b[s for take aut Howevit,
prior to March 31, 2008, whén the selection fle vas provided, Citizens also
sonmtnIcated 1o ﬂm pmpm.:we tag-oit insurer - that- ihe pD*lGIt:S writlen bv corlain
Hfsurancs dgencies of Rpineg agem:a should niot Be salected, as the agencies. of agenis
would be imsbie ar mﬂimg 1o be appointed as ai ag:am of the prospective talie-oiit:
mszrer and, fhur, ey not present 2 tikic-ownd proposl 1. the poittvhotder. Ffsctive
Warch 2008, CifiFens wis . requined by consend oribe of the Office of Tirancs

Revubation, to sehd nétive 15 aiy policyholder whote policy has been selected: for Yaker

o, but whos# agent Is unsble or unwitling to be appofiited by the také-out insurér, that
aie Uffer o eirvisnegs was made which anay have saved themn premaa dollas,

Reotmimendalton: We seconmend -that in. :;udmuusteﬁng 173 r:.s*‘rﬂnslhthtm wnder the
tgkecont prograns Citizana comply swith the sensens order.

Afunsgimicnt Bespomser _

We apres Withrthis redorimiendatisa, Chigans his and will continmeto werk very closely
with the Offies to facilitate this vamioval of peficics from the comeondion and to prainotz
the smodess of the tiketnt programs.  We pledge ouf continued cominitnint 1o these
progratas ind ave ynaerdes of Ay Fatlure to coriply Witk iz tegelements of Comeant
Order 94538203,

Findiie o, 9 — Viarkei Assistance Plan
Sebtion B27.3515, Flodde Slautes, veqiird thad, throngh suck measonss 45 me found

sppeopriate bythe Piai®s Boasd, the Pl dhali take affirmative stops to assisd in the-

remoal from Chizans by risk that can be placsd in e woluntan rarket. Sechon
ETT3515(5Ka), Flatda Statwees, a5 amended, aise togoives that Whe Plin and CitiZens

ddeviloprd business-plan providing for the implemeatsfhon of an cleitosit tatithabe for
Thi pritpose of voufirmmg elipgibilice. Q' audiy disciosed:

¥ Addifiondl opporiimities o promois e Markel Assistapce Plan. and therehy
Heerease s prodoction of wwluttary insarer pfawma:n!.s gy -eaisr Thmugh el
sebate professionsls. montgage compiites and brokers, md sthers inveleed i the
:,a!e e‘f‘xeal Egtate and the fiancing and refmancing thereol.

# Ihs tusiness plan was snbmilied 1o, the Fimmeial Serdoes Comromission, and i
présenting the Plan, Cizens idantified severs] potentiel implementation issues
that segudned fucther censiderdiion.  An of December 36, Z00¥, forther
developrert of the proposed slecirupie dutalase was pending

Retonwoetidation:  Wé recammend that fhe Plan fensider addition] epportunities aid
mcthods thist may be tissd 1o promots the wee of the Plag. Woalss Recomiind hil amy

whstackes to the devistopment .of the clechonic Eligibitur. databasé e gideetited 1o the.

1 egidtmtare 1o Sviluation.

AG prlieiient 2y 5it frgings pzed
122ma0e

-
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EXHIBI A
MANAGEMENT’S RESPONSE [CD'\I'I'DT[_TED}

\hnagﬁmmi'Ri:spemc-

Wi agfes, i part, With this récommendation. CRizessand FMA P areexplong 3 variety
of irays to prodmote the use of the Plan, which can henéfit hmndeeds of thousands of
Floridizns, We apgrcciate the dnplickt recognition n Heis report of thé- porersial thit &
sobust, Fully éffective Pran cowdd achieve.  Howewer with respeét-to ‘the -additional
recommendation that.we' identify any otsiackés to fhe detelopment of an electronic
eligibility darabasé, we poist out that such obstacles dre discussed it the 2007 public

report fo the Firsncial Services Comindssicn, $hidh is irvailabie to tha pdbiie. indnding

metnbers of the legislatwa,

Cltizens bas: t2hen sleps 1o improve customer service. incloding but not Immted o, the
ealsiblistiment of & Conimer Sexrvieey Department and » Consyiner Services Commenitee:,

Wb site vrﬂ*ammmxs. and the eondagt of policvbolder fornins. Twevahinting cnstomar

sarvice Wsmes, we surveyed a simple ‘of polievholders, amabyzed vomplann, dila
smnintamed By the Deimﬂment wf Frfunctal Services, and- surveywd 8 sample of agends

-appoirited B¥ Citizens. The resulte of these sunfeys apd-analyses indicalz thai thefe
oA up'-:rox‘mues for Citizens 16 furﬂmr cobants costoreer servicm,  One such

opporiunity- mvdu:a thi .::,t.ﬂ,u!mhm ut of 4 cenfral reporling mecchanism-to sgarégals wad
wvalmats custoner service ivsnes for Citizens z5-awhole

‘Reconwmendation: Ciizens. should continue s efforts fo imploniént 2 corpatatswide

st thit wilT faclitate the agarepation snd evaluation-of all chstanzer démies fatms

slanagement Response:

We agrze with tlis weoe traendazion and will continue e eiforts to, provide supoior
“custoner secvice &t a1l Tovels thronghout the corpomiton

Finding Ne, 11 - Claim Adjostment and Fayment

Witk reepect o chiims reviewsd, we gvsluaged e fmdiness with wwhick the elaims werg.
processed, the extent so which file evidence supparsed the wisterive; of 2 loss; dio st
iz which the described amd depicied losses were comsistomt with by amounts paid, the

sufficiengy. of case. yesetves, and the sufficieney of the steps taken by Chizens lo meview
the findings of the adiusters. Dur sudit disctosed that some improvements: vare needid.
Smaciialbyy

F I andit report No. 2005096, we noted that i acf_jmﬁng cizm:s, Cilizeis vitis ot
cnforcine e 3 pc:r{.‘;nt co-insurance clanss in its esious lnsuranée ol
Onar cuirent audit 2zsin found fowe 1_rt_sur_a:1:;a-tu-value_ a:_mlysc_s i this labm files
revigiwed

¥ ¥or some of the sleims rovivived, Ciitzens §id nob appesr tor bytve taken suflicient
action to subreadne alitbs.

Fecommendation. We fei:»mmm that Citizeng comolete instrdnsa-fovalue aaalvses.

and, wWhen necostary and apprapriate, enforce the S0 pereent co-insurmnic policy chuges,
We glze recoinmiend thet sitizens puriue sebrogatiom of lesses when sppropriae. In

MG prafimbens feit Endngs. FanE

LI

o
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EXHIBIT A
MANAGEMENT’S RESPONSE (CONTINUED)

thinss wises i wliich subrogation is available, But net fumudd, veo recomimndnd that chifis-

{ides comtam oS explslnide why subropation was st pursusd.  Lasthy; w2 revocmend
Citivént datorming, whive appropriste, thai replacement ey can b matched théreby
raduding the-inowatof the claims adjusted.

’irhnagmnml Respomse:

We-agree with this insersnes-to velue recormmendation, which validatzs the inswranceo--

value program we Begar o 2005 We also agree ﬂm subrogation shodd be prrsuit

wherg approprigte. We oagmee that replacemont ftams ghould be putiched whers:

approgriate, sublect te the requireisents of Sextion S26.9744(2)

Fandiny Niw 12 — Mediationaml Approisal
Of tho sixty revpened claims #hal we tested: we Found ilid 78 went through medimfiva,
arpraieal, or lawsuit F::rr 26-0f these. 28 clajme, a public adjuster Jad been hired by the

polfcubelder. Cur testing: disclosed the Tollowing relafing to e mediation and appm's:xi
i

# For 12 of the 2% recpened enses that went % voediation, sppraizal or wmpire,
sither the. public adjusicr fepresdnfing the' policyholder or the public. sdjuster’s

frmi pivforted fhe apprajsal, This dppesrs o be somindy i policy Torms winsh,

reduire thst evpruisals be peeformad by a disinterasted eppriinet

3 Therawaé no requitement that the-wmpires, i naking wward decisions, Hermize of
utherwiag gxplain the mtivnsls fallowed m.d-a-tcm_umng tha. wward, dnd B the Slas
we teviewaid the népire s eward did ool Homdre the specific oot alamenttin the
award or the cationals Bor the award,

Frocommcndation: Wi roemprend that Oitizens. codinue to evaloate its eptions relsting

10 tha andlae of methintion, spprapsel, and nipiing and selzet an optien whish emrey

e Fair treatment of policvholidsts-and fill disclogmreof 211 decisions made velative 10 the

shaln amoueats wltimataly patd, Bk 5] sisaf be retsined:as 2w optiom, we recormri
that. Cilizens amend its:policy-forms to includs the eriteriate be asadhy. Citizens 9nd the
pc:LcyhoEders in deferntining that the sppraisersselecied are compétent and disinterestad.

Nanagensent Rivponse:

Wo agres with this récommendstion. Chmers b working' fo fmalive proposed
amendmentz to 713 policy fonns for fliug with the Office of Tnstrance Regulation this
vear, whizh will modify. o <liminate appraisal of dispuicd property claims. Citizehs
concurs with the Auditor Gemaral goncarns that @ confhict of interost nmee misewhen the
inswesd s public adfusier {or & member of Tt fing) servios as thie insured s appesiser.

Finding Xo. 13 ~ Undersriting Files

Citirens”™ underwriiers: (Eftvmal and denfracted) are reguirsd, at 4 mndnun to reliew the
appliestions and supportiis dodimeriation and to make dadisions concerning sligibitity,
nsfability; and recerpt of cerrecl premium.  Owr tests of 30 dppheations, meluding
polisy remewals, dirclesad fn thisde applications Baues that woit Dot appropistely

Eddrgssed,

T3 preBintent Suddt Mg s

Lisire
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EXHIBIT A
MANAGEMENT’S RESPONSE (CONTINUED)

Recamrandation: We recommend that Citizens ensuee thal soderwriters are properly
approving poticias foronly insurable risks, at the correct values, ond. ﬂIi doctumertation
supgorting deconants and credm iz resefved and entered, intu the 3 ::magr'ng sysism, We
also n_cam'ucnd ‘that Cilizens review [hig transferred polivies . prioe fo ans farther
ranaw s,

Manzrenietit Hespanzes

Chuizens mplenented processes to i that ehderieriters propety apgrove rishs with'

receptabls dvcumentation o support value, clizibility god Siscounts / cretdits. - Citieens”

underrerithng staff s required fo wiilize ipdated. chedklisls to wssist them In Thorraghly

reviewing mndarmriting fitss. I oddition, we have designed: and impleinented a-qualitye
assuranics progranthir inclades file seview within the mndérwriting deparbmert and
separitaly throtizh an mﬂ*pgndbm compiliancs wnit howsed i product davelopinent. “Firz
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