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I. [bookmark: _Hlk143609975]Background 
The Budget process has changed significantly over the last two years with the hire of a new AVP of Budget Administration. The new AVP of Budget Administration has added additional structure to the budget request and approval process. Communications with department managers have also greatly improved. Department managers are now required to submit preliminary budgets approved by their respective senior executives, provide explanations for budget variances, and justify increases in year-to-year expenditures. In addition, the AVP of Budget Administration works closely with the VP of Finance and Administration to ensure compliance with the myriad of Florida State University System (SUS) Board of Governor budget related regulations. 
II. Scope
The scope of the Budget Audit will include an evaluation of the fiscal year 2025/2026 budget process internal controls in place at the start of the audit and compliance with existing active Florida SUS Board of Governor budget regulations pertaining to the approval of a budget, carryforward budget and capital outlay budget, including regulation 14.003, Fixed Capital Outlay Projects, 9.015, University Bonus Plans, and 9.007, State University System Budgets and Requests. 
III. Strategic Audit Objectives

1. Develop a process narrative that captures all the controls management has integrated into the budgeting development, approval and reforecasting process. 
2. Evaluate the effectiveness of the budget as a financial management tool which supports executive management’s focus on the achievement of strategic objectives. 
3. Confirm the budget process is an effective control for preventing and detecting fraud, waste and abuse. 
4. Understand how budget variances are identified and resolved.
5. Evaluate Banner and other budget systems for appropriate security and IT general controls. (Note: budget records do not contain protected personal information.)

IV. Process Risks

1. Department/Division managers spend in excess of their approved budgets resulting in insufficient funding to support the achievement of university objectives.
2. Material budget deficits occur and go unnoticed.
3. The budget is not an effective control for the detection of fraud, waste and/or abuse.
4. Forecasted revenues are repeatedly missed without a change in forecasting method and controllable circumstances. 
5. Confidential university or employee information is disclosed without authorization. 


V. Findings Summary 
We could not have been more impressed with the enhancement of budget personnel, structure, controls, and compliance. We found that the AVP of Budget Administration and VP of Finance and Administration have not only made a concerted effort to comply with the SUS Board of Governor’s regulations, but added a number of addition controls to help ensure everyone involved in the budget process has a strong understanding of how much they can spend, what approvals are required to obtain funding for their respective departments, and the need to avoid unauthorized budget overages. Access to the budget system is well controlled and the IT Department has worked in conjunction with the AVP of Budget Administration to ensure only those authorized to view and modify the budget have access. Banner functionality has been activated to prevent unauthorized budget changes and limit spending above the approved budget. As usual, the VP of Finance and Administration and AVP of Budget Administration were open, candid, and responsive to our requests for information and an understanding of the approach and support used to develop and update the budget. The below findings and recommendations for budget documentation, controls, and other process enhancements are intended to further enhance management’s level of compliance and ability to document the accuracy of the budgeting methodology being practiced. 	
FINDINGS
Finding No. 1 
When more than one funding sources is involved with an employee position, the Vice President of Finance and Administration prepares a detailed memorandum outlining expectations for the allocation of employee time and effort between funding sources. In addition, the respective employee’s department head assigns key responsibilities to ensure employees have a clear understanding of their roles. However, while employee job descriptions for dual-funded employees included references to key responsibilities, they do not convey the level/percentage of effort that should be applied toward the achievement of each key responsibility. The level of effort helps demonstrate that the allocation of employee effort corresponds with the allocation of salary cost to each funding source. In addition, a review based on actual employee performance was not prepared each year to support a retrospective adjustment of salary allocation and the next year’s allocation of employee salary cost in the annual budget. 
Recommendation No. 1
Human Resources management has recently developed a Dual-Funded position document to support the department head’s communication of the level of effort employees are expected to apply for the achievement of each funding source’s objectives and documentation of the employee’s actual performance. We believe the Dual-Funded document will provide a much clearer level of communication and performance monitoring that will support a retrospective evaluation of actual time allocated to each of the employee’s key responsibilities and thus the amount of salary that should be allocated to each funding source. 

[bookmark: _Hlk199947002]Management Response to No. 1
Management concurs with the finding. While existing memoranda and job descriptions provide clarity regarding responsibilities for the dual-funded positions, management agrees that more explicit documentation of the percentage of effort allocated to each funding source will further strengthen compliance and audit support. 
Human Resources has developed a Dual-Funded Position document that will formally document the expected level of effort by funding source and provide a consistent mechanism for evaluating actual employee performance against those expectations. Management will implement this document for all dual-funded positions and incorporate an annual review process to assess actual effort and determine whether retrospective salary allocation adjustments and future budget allocations are warranted. 
Implementation of this process will enhance documentation, improve transparency, and strengthen alignment between salary allocations and actual employee effort.  
Finding No. 2
While the budget applies the same limits to the use of earnings on investments as it does to the original source of funding, the budget would be more comprehensive if it included investment earning projections in the total budget. 
Recommendation No. 2
We recommend the budget include line items for projected investment income. 
Management Response to No. 2
	Management concurs with the recommendation. While investment earnings are currently subject to the same spending restrictions as their originating funding sources, management agrees that including projected investment income as a distinct line item in the budget will improve budget completeness and transparency. 
	Going forward, Budget Administration will incorporate reasonable projections of investment earnings into the annual budget development process. These projections will be reviewed quarterly and adjusted as necessary based on actual performance and market conditions. 
Finding No. 3
Personnel bonuses are not included in the budget forecast because they have historically been approved retroactively after union bargaining is completed.  Board of Governors regulation 9.015 recommends bonuses be paid from funds within the university budget and approved by the Board of Trustees.

[bookmark: _Hlk199423734]Recommendation No. 3
We recommend management negotiate bonus payments for the upcoming year in advance so these amounts can be considered when developing the budget for Board of Trustee approval. 
Management Response to No. 3
	Management concurs in principle with the recommendation and acknowledges the importance of aligning bonus payments with Board of Governors Regulation 9.015. Historically, personnel bonuses have been approved retroactively due to the timing of union negotiations, which has limited the ability to forecast these costs during initial budget development. 
	Management will continue to work collaboratively with Human Resources, University leadership, and labor representatives to improve the timing and predictability of bonus negotiations. Where feasible, anticipated bonus costs will be incorporated into the budget forecast for Board of Trustees’ consideration and approval. Management recognizes that external bargaining timelines may continue to pose constraints; however, efforts will be made to improve advance planning and documentation. 
Finding No. 4
At present, salary information is obtained from the various department heads via preliminary budget submissions. However, the present manual process is prone to oversight and unauthorized salary adjustments.  In addition, salary projections may not consider salary savings from employee turnover and open positions. 
Recommendation No. 4
We recommend Banner ERP System functionality be utilized to capture actual salary information for budget forecasting to reduce the risk of human error.  We further recommend larger department salary projections consider employee turnover rates and resulting salary savings from delays in filling open positions.   
Management Response to No. 1
Management concurs with the findings and recommendations. While the current preliminary budget submission process provides departmental input, management recognizes that reliance on manual processes increases the risk of error and inconsistent salary projections. 
Management will work with Information Technology and Human Resources to further leverage Banner ERP System functionality to capture actual salary data for budget forecasting purposes. Utilizing system-generated salary information will reduce reliance on manual inputs and mitigate the risk of unauthorized or inaccurate salary adjustments. 
Additionally, the Budget office will encourage larger departments to incorporate reasonable turnover assumptions and anticipated salary savings from vacant positions into their salary projections, where appropriate, to improve forecast accuracy. 

The audit was conducted in accordance with the Standards of the Institute of Internal Auditors. 
Respectfully, 

Alexander G. Tzoumas, CIA, CRMA, CISA, CFE, CDPSE
Chief Audit Executive and Chief Compliance Officer
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