53-1.007 Internal Audit Function.

(1) Purpose. The purpose of this rule is to implement the legislative intent of Section 24.105(6), F.S., which requires the Lottery to adopt by rule a system of internal audits.

(2) Statement of Necessity. As directed by the Secretary, the Chief Internal Auditor shall perform audits to assist management in the effective discharge of their internal control responsibilities. The Chief Internal Auditor and his staff will furnish management analyses, appraisals, recommendations and information concerning the activities reviewed. The Chief Internal Auditor shall be appointed by and shall report directly to the Secretary.

(3) Authorization. As directed by the Secretary, the Chief Internal Auditor shall implement a broad, comprehensive program of internal auditing. In carrying out their duties and responsibilities, members of the Internal Audit staff shall have full, free, and unrestricted access to all Lottery activities, records, property and personnel, without prior approval of any Lottery personnel.

(4) Definitions.

(a) “Chief Internal Auditor” means the person appointed by the Secretary to direct the internal audit function for the Lottery as set forth in Section 20.055, F.S.

(b) “Audit programs” means detailed lists of audit procedures to be completed or considered in the performance of the audit.

(5) Organization. The Internal Audit Division is an independent staff function and has no direct authority over the divisions it reviews. The Internal Audit Division is comprised of a Chief Internal Auditor, and such positions both professional and clerical, as the Secretary deems necessary to meet the internal auditing demands of the Lottery. Current position descriptions of each internal auditing position are to be filed in the Personnel Administration Unit (PAU).

(6) Responsibilities. The Chief Internal Auditor responsibilities are as follows:

(a) Review and evaluate internal controls necessary to ensure the fiscal accountability of the Lottery;

(b) Conduct financial, compliance and performance audits of the Lottery, and prepare audit reports of his findings.

(c) Coordinate internal with external audit efforts to facilitate the conduct of audits and prevent duplication or omissions.

(7) Standards of Performance. In carrying out its responsibilities, the Internal Audit Division will abide by the Code of Ethics and the Standards for the Professional Practice of Internal Auditors, Inc. and Statements on Internal Auditing Standards published by the Institute of Internal Auditors, Inc. or generally accepted governmental auditing standards where appropriate.

(8) Scope of Internal Audits. In order to carry out the responsibilities described in subsection (6) above, the Chief Internal Auditor shall develop a system of internal audits, the scope of which may include, but shall not be limited to, the following activities:

(a) Examining internal controls intended to safeguard the assets of the Lottery, evaluating those controls for operational sufficiency, and, as appropriate, verifying the existence of the assets.

(b) Examining security controls related to the Lottery computer systems.

(c) Reviewing policies and procedures for the activities listed below to determine their ability to accomplish intended objectives, and evaluating the operations of the responsible Division within the Lottery to determine compliance with the policies and procedures. Activities to be reviewed include, but are not limited to:

1. Daily cash balancing;

2. Inventory procedures;

3. Winner validation and prize payment;

4. Procurement, including quality control;

5. Cash collections;

6. Contract management;

7. Property management;

8. Vendor payments;

9. Payroll;

10. Accounts receivable and collections;

11. Security.

(d) Monitoring draw equipment and prize results.

(e) Determining that all areas of the Lottery are operating in compliance with Florida Statutes, rules, regulations, policies and procedures.

(f) Examining whether financial reports are presented fairly.

(g) Conducting and participating in general management reviews of all phases of the Lottery operations.

(h) Conducting special review and audits as required by the Secretary or designated authority of the Lottery.

(i) Conducting follow-up audit reviews on issued audit reports to ensure that corrective action was actually taken.

(9) System of Internal Audits. The Chief Internal Auditor shall develop a system of internal audits which shall consist of, at a minimum:

(a) Developing a written Annual Audit Plan. The plan shall document the goals and objectives for the ensuing year, provide direction for implementation of the audit effort and provide the basis for performance monitoring. The annual plan shall identify projects for the current year and prioritize the projects based on audit timing requirements, priority of audit issues, and other relevant information. The annual plan shall also contain provisions to address special audit requests initiated by the Secretary or designated authority of the Lottery.

(b) Audit work schedules shall be prepared for each internal audit project, which schedule shall contain a description of each internal audit project, the scope of said project including an estimate of the time required to complete an audit assignment.

(c) A staffing plan shall be developed to ensure that an adequate number of qualified personnel are available to accomplish the goals and objectives set forth in the audit plan. The financial budget should be developed based on the audit plan and the number of staff. Equipment, training, development and travel needs shall be considered.

(d) In order to maintain an effective project control, a scheduling system shall be implemented. This system shall contain at the least the following elements:

1. Assignment of personnel to each individual project;

2. Time management and reporting; and,

3. Variance analysis.

(e) A study and evaluation of internal accounting and administrative controls shall be performed for each audit.

(f) Written audit programs shall be developed for each audit performed.

(g) Audit work papers shall be maintained for any audit performed including audit procedures used to document evidence and support conclusions reached by the auditor.

(h) Exit conferences shall be held at the conclusion of each audit, prior to the issuance of the final audit report.

(10) Internal Audit Reports. Internal Audit reports containing findings and recommendations as well as management’s response to these findings will be submitted to the Secretary and distributed in accordance with the requirements of Section 20.055, F.S.
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