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DEPARTMENT OF REVENUE 
Administration of the Ad Valorem Tax Program 

SUMMARY 

This performance audit of the Department of Revenue (Department) focused on the Department’s 

administration of the ad valorem tax program related to the 2016 ad valorem property assessment rolls.  

The audit also included a follow-up on the findings noted in our report No. 2016-076.  Our audit disclosed 

the following:      

Finding 1: The Department did not adequately ensure that ratio study samples were representative of 

the population. 

Finding 2: The Department’s method of sub-stratifying studied strata into value group subclassifications 

magnifies the impact of the nonrepresentative ratio study samples in higher value groups, contrary to the 

intent of State law. 

Finding 3: The Department did not utilize the median level of assessment1 for county assessment roll 

evaluation and approval purposes as recommended by the International Association of Assessing 

Officers Standard on Ratio Studies nor compute certain statistical measures required by State law.  

Finding 4: Department records did not evidence the basis for reducing from $1.3 billion to $635 million 

the assessed value of a railroad company property.  

Finding 5: The Department made sale qualification changes for one county without sufficient, credible 

evidence from the county justifying the changes. 

Finding 6: Contrary to State law, and as similarly noted in our report No. 2016-076, Department 

in-depth reviews did not include personal property values reported on county assessment rolls.   

Finding 7: Although required by State law, the Department did not maintain a current property tax 

administration manual.   A similar finding was noted in our report No. 2016-076. 

BACKGROUND 

Pursuant to State law,2 the Department of Revenue (Department) is responsible for the general 

supervision of the assessment and valuation of property so that all property is placed on tax rolls and 

valued according to its just valuation,3 as required by the State Constitution.  The Department is also 

responsible for supervising the collection and administration of ad valorem taxes, including assisting 

county officers in the assessment and collection functions.  Accordingly, the Department provides training 

to enhance the assessment skills of both State and local assessment personnel.  State law also requires 

the Department to:     

                                                 
1 The median level of assessment is the ratio of assessed values to market values. 
2 Section 195.002, Florida Statutes. 
3 The Florida Supreme Court has held that just value and fair market value are legally synonymous. 
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 Prescribe reasonable rules and regulations for the assessment and collection of taxes, which are 
to be followed by property appraisers, tax collectors, clerks of the circuit court, and value 
adjustment boards.4  

 Promulgate rules and regulations for the exchange of information among the Department, 
property appraisers, tax collectors, the Auditor General, and the Office of Program Policy Analysis 
and Government Accountability.5  

 Establish and promulgate standard measures of value, consistent with the standards provided by 
State law, to be used by property appraisers in all counties, including taxing districts, to assist in 
arriving at assessments of all property.6  

 Conduct research and maintain accurate tabulations of data and conditions existing as to ad 
valorem taxation, annually publish such data as may be appropriate to facilitate fiscal 
policymaking, and annually make recommendations to the Legislature as necessary to ensure 
that property is valued according to its just value and is equitably taxed throughout the State.7  

 Prepare and maintain a current instruction manual for officials connected with the administration 
of property taxes.8  

 Promulgate uniform definitions for all classifications of property.9  

 Annually determine whether counties and municipalities are assessing the real and tangible 
personal property within their jurisdiction in accordance with State law.10  

 Issue a notice to any property appraiser who the Executive Director has determined has one or 
more classes of property listed on the assessment rolls in a manner inconsistent with the 
requirements of State law or is otherwise not assessing property in accordance with State law.11  

 
Additionally, the Department is to review the assessment rolls of each county and conduct, at least every 

2 years, an in-depth review of the assessment rolls of each county.12  Among other steps, Department 

in-depth reviews generally include ratio studies of the relationship between assessed values and market 

values, independent appraisals of randomly selected parcels, and analyses of assessment rolls. 

Indicators of market values used in ratio studies may be either sales (sales ratio study) or independent 

appraisals (appraisal ratio study).       

The results of the in-depth reviews are to include all statistical and analytical measures computed for the 

real property assessment roll as a whole, the personal property assessment roll as a whole, and 

independently for the following seven classes of real property, commonly referred to as strata, 

established in State law:13      

                                                 
4 Section 195.027(1), Florida Statutes. 
5 Section 195.084(1), Florida Statutes. 
6 Section 195.032, Florida Statutes. 
7 Section 195.052, Florida Statutes. 
8 Section 195.062(1), Florida Statutes. 
9 Section 195.073, Florida Statutes. 
10 Section 195.101(1), Florida Statutes. 
11 Section 195.097(1)(a), Florida Statutes. 
12 Section 195.096(1) and (2), Florida Statutes.   
13 Section 195.096(3)(a), Florida Statutes. 
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1. Residential property that consists of one primary living unit, including, but not limited to, 
single-family residences, condominiums, cooperatives, and mobile homes. 

2. Residential property that consists of two or more primary living units. 

3. Agricultural, high-water recharge, historic property used for commercial or certain nonprofit 
purposes, and other use-valued property. 

4. Vacant lots. 

5. Nonagricultural acreage and other undeveloped parcels. 

6. Improved commercial and industrial property. 

7. Taxable institutional or governmental, utility, locally assessed railroad, oil, gas and mineral land, 
subsurface rights, and other real property. 

Department standards for tax roll approval required a county’s assessment for each stratum, and in total, 

be at least 90 percent of market value (i.e., a 90 percent level of assessment (LOA)).14  Pursuant to State 

law,15 when one or more strata of real property listed on the assessment rolls are inconsistent with the 

requirements of law, the Department is to issue a notice to the applicable county property appraiser 

describing the necessary corrections.  If the corrections are not made, the Department is to disapprove 

the assessment roll and begin the process outlined in State law16 for an interim assessment roll.     

When a stratum of real property constitutes less than 5 percent of a county’s total assessed value of all 

real property on the previous assessment roll, the Department may combine it with one or more other 

strata of real property for purposes of the in-depth review or use the weighted average of the other strata 

for purposes of calculating the LOA for all real property in a county.17  When the Department’s in-depth 

review is completed, each county property appraiser may review with Department staff each appraisal 

sample item utilized in the assessment ratio study and sale qualifications exceptions.18  After the review, 

the Department produces a summary report of the in-depth review that is used in the tax roll approval 

process.  The Department certifies the estimated LOA for each county and Statewide to the 

Commissioner of Education for use in the equalization of required local effort funding for school districts.     

FINDINGS AND RECOMMENDATIONS 

Finding 1: Ratio Study Sampling  

State law19 requires the Department, in conducting an in-depth review, to use all practicable steps, 

including stratified statistical and analytical reviews, sale-qualification studies, and studies of assessment 

roll strata by subclassification (e.g., value groups), to maximize the representativeness or statistical 

reliability of assessment ratio study samples.  The International Association of Assessing Officers (IAAO) 

Standard on Ratio Studies suggests that unbiased estimations of the required LOAs and related 

                                                 
14 The LOA is the ratio of assessed values to market values. 
15 Section 195.097, Florida Statutes. 
16 Section 193.1145, Florida Statutes. 
17 Section 195.096(3)(a), Florida Statutes. 
18 See Finding 5 for information related to sale qualifications.   
19 Section 195.096(2)(c), Florida Statutes.   
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confidence intervals20 can be best derived using randomly selected parcels from the entire target 

population (both sold and unsold parcels) and their independent appraisals, which are used in the 

appraisal ratio study.  While this is the preferred method of conducting an assessment ratio study, which 

the Department uses when sales information is not available, the IAAO’s Standard on Ratio Studies 

conditionally sanctions use of a selection of sales if sold and unsold properties are treated the same and 

the sales are representative of the population of parcels.  According to the IAAO’s Standard on Ratio 

Studies, a ratio study sample is representative of the population when the distribution of ratios of 

properties in the sample reflects the distribution of ratios of properties in the population.     

The Department’s 2016 in-depth review included 33 counties and, in conducting the review, the 

Department used a sales ratio study for the strata and subclassifications (i.e., value groups) that had a 

sufficient number of sales.  However, the Department’s use of this methodology, in which only sold 

properties were considered, presents special challenges.  Although the assumption of 

representativeness of a sample is reasonable when a random sample is used, such representativeness 

cannot be presumed when the sample selection is based on the event of a sale.  Value-related 

characteristics of sold parcels are frequently quite different than parcels that have not sold.  In these 

cases, the sales and associated statistical measures only represent the population of sold properties, 

rather than the target population of both sold and unsold properties.  Thus, the Department has the 

responsibility to demonstrate, within reasonable limits, that their samples are representative and that the 

conditions of State law for conducting assessment ratio studies are met.     

To assist in our audit, we utilized the services of a statistical consultant to evaluate the adequacy of 

Department statistical procedures and methodologies.  Our audit procedures included a test of sample 

representativeness (percent change test) comparing average value changes between Department 

sampled properties and the population of properties within the specified value group.  The IAAO’s 

Standard on Ratio Studies suggests establishing some reasonable tolerance, such as 3 percentage 

points, before concluding that a meaningful problem exists.  Our test of 383 Department value groups 

with sample data found that 155 of the groups (40 percent) had percent change differences between the 

population and the samples exceeding 3 percent, including 40 value groups (10 percent) with differences 

exceeding 10 percent.  

Additionally, we computed an alternate ratio for each of the 383 value groups, 96 strata, and overall for 

each of the 33 counties included in the review, based on the 2016 assessment rolls.  An alternate ratio 

is designed to project the expected LOA for an assessment roll, adjusted for percent change differences 

between the samples and population, as an appropriate measure of representativeness. The alternate 

ratio assumes that changes that occurred in the assessed values of the ratio study sample items between 

the prior and current years will be consistent with the changes in assessed values that occurred within 

the entire assessment roll during the same period.  Representation is assumed when the measured LOA 

equals the alternate ratio.  Our alternate ratio calculations corroborated, in many instances, the 

nonrepresentativeness observed in the percent change test, finding significant differences between the 

measured LOA and the alternate ratio.  Specifically, we found that: 

                                                 
20 A confidence interval represents a range of values, calculated from the sample observations, that are believed, with a particular 
probability, to contain the true population parameter.  
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 95 value groups (25 percent) had alternate ratios below 90 percent. 

 18 strata (19 percent) had alternate ratios below 90 percent. 

 6 county (18 percent) alternate ratios were below 90 percent.   

While the Department utilized percent change and alternate ratio tests, we found no evidence that these 

measures impacted the Department’s decisions regarding the use of sales in their ratio studies, nor did 

the Department issue any review notices, post-audit notification of defects, or administrative orders for 

any of the counties studied in 2016.       

Sample nonrepresentativeness and other ratio study weaknesses directly affects the statistical results 

relied on by the Department for county assessment roll approvals and education funding determinations, 

including the equalization of required local effort funding for school districts.     

Recommendation: We recommend that Department management make efforts to maximize the 
representativeness of ratio study samples.  

Follow-Up to Management’s Response 

Department management indicated in their written response that the comments concerning 

representativeness were overstated because the comments were based on raw data that did not take 

into consideration certain factors.  However, our analysis, supported by the work of a statistical 

consultant, was based on the data and property classifications and subclassifications used by the 

Department for approving the 2016 assessment rolls.  Consequently, the finding and related 

recommendation stand as presented.   

Finding 2: Value Group Subclassifications 

To maximize the representativeness of ratio sample studies, State law21 requires Department in-depth 

reviews, to the greatest extent practicable, to study assessment roll strata by subclassifications such as 

value groups and market areas for each classification or stratum studied.  As previously noted, the 

Department used a minimum 90 percent LOA for each stratum studied.  Additionally, Department 

procedures22 required the Department to sub-stratify each studied stratum into four similar but separate 

value groups arrayed in ascending order by value such that each group had approximately the same 

number of parcels.  The Department determined the required sample size for the stratum and allocated 

the samples to each value group based on value-weighted assessment levels.    

Our analysis of the Department’s use of approximately an equal number of parcels in value groups to 

sub-stratify studied strata and assignment of ratio study samples based on the value of each group found 

that the methodology magnifies the impact of nonrepresentative ratio study samples, contrary to the intent 

of State law.  Specifically, we noted that value group 4 (the group with the greatest value) in each stratum 

constituted such a significant percentage of each stratum’s total value on the stratum’s LOA measure 

that even minimal nonrepresentation biases could affect the entire stratum and the county LOA, 

potentially negating the results of the other value groups.  Additionally, group 4 frequently had the greatest 

percent change differences between the sample and the population and potential sample 

                                                 
21 Section 195.096(2)(c), Florida Statutes. 
22 Department 2016 Procedures for the Review of Assessment Roll. 
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representativeness issues.  For example, one county had large percent change differences in value 

between the samples and the population in multiple value groups.  In addition, the corresponding 

alternate ratio for this county’s stratum 6, value group 4, was so small that, based on the alternate ratio, 

the LOA was less than 90 percent for both stratum 6 and the county as a whole.   

In response to our audit inquiry, Department management indicated that the Department assigned an 

equal number of parcels to each value group to help ensure enough sample items were included in all 

groups.        

Recommendation: We recommend that Department management take steps to ensure that the 
sub-stratification of strata maximizes the representativeness of ratio study samples as required 
by State law. 

Finding 3: In-Depth Review Measures 

State law23 requires the Department, as part of an in-depth review, to compute the median24 and the 

value-weighted mean25 for each classification or subclassification studied and for the county’s 

assessment roll as a whole.  State law26 further requires, within 120 days of receiving a county 

assessment roll, or within 10 days of approving the assessment roll, whichever is later, the Department 

to complete the review of the county’s assessment roll and publish the Department’s findings.  The 

findings must include a statement of the confidence interval for the median and such other measures as 

may be appropriate for each classification or subclassification studied and for the roll as a whole, as well 

as related statistical and analytical details.  The measures in the findings must be based on a 95 percent 

level of confidence.     

The IAAO’s Standard on Ratio Studies recommends using the median LOA for roll evaluation and 

approval purposes because it gives equal weight to each parcel, is less affected by extreme ratios or 

parcel values, and indicates the exact midpoint of the parcel ratios being studied, as opposed to the 

value-weighted mean LOA, which the Standard on Ratio Studies recommends using for indirect 

equalization (e.g. school funding equalization) purposes.  As part of our audit, we noted that, while the 

Department used the value-weighted mean LOA for school funding equalization, the Department used 

the value-weighted mean LOA for roll evaluation and approval purposes, contrary to IAAO 

recommendations.  Consequently, while the Department computed the median for each classification 

and subclassification studied, the Department did not calculate a median LOA for each county as required 

by State law.  Additionally, we noted that the Department did not compute a confidence interval for the 

overall value-weighted mean LOA.     

The use of median LOA for roll evaluation and approval purposes would align to IAAO recommendations, 

provide greater assurance that the measures used are statistically reasonable, and facilitate the 

calculation of required statistical measures.     

                                                 
23 Section 195.096(2)(c), Florida Statutes. 
24 The median is the value of the middle item in an uneven number of items arranged or arrayed according to size or the 
arithmetic average of the two central items in an even number of items similarly arranged. 
25 The value-weighted mean is an average in which each value is adjusted by a factor reflecting relative importance before the 
values are summed and divided by their number.   
26 Section 195.096(2)(f), Florida Statutes.  
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Recommendation: We recommend that the Department utilize the median LOA for assessment 
roll evaluation and approval purposes and compute the statistical measures required by State 
law. 

Follow-Up to Management’s Response 

Department management indicated in their written response that Auditor General staff did not know of, 

nor suggest, a recognized method of calculating the statistics in question.  However, a performance audit 

is designed, in part, to evaluate compliance with applicable laws, rules, policies, and other guidelines, 

and not to determine for management the method of compliance.  Consequently, we continue to 

recommend that the Department compute the statistical measures required by State law.   

Finding 4: Railroad Property Value Changes 

State law27 requires the Department to ensure all railroad property is properly listed in the appropriate 

county’s assessment roll.  Each year, based on the railroad property’s annual return submitted to the 

Department, the Department is to determine the annual assessment to be apportioned to each county 

based upon actual situs.28  In situations where the railroad property does not have situs in a county, the 

Department is to base the assessment on track miles.  Prior to finalizing the assessed values, the 

Department is to notify an affected taxpayer of the proposed assessment and provide the opportunity for 

an informal conference.       

The Department’s 2016 in-depth review included 33 counties.  As part of our audit, we selected and 

examined Department records for 3 of these counties (Highlands, Liberty, and Marion) to determine 

whether the county’s assessed railroad values were appropriately calculated, supported, and 

apportioned.  Our examination disclosed that, based on discussions held during the informal conference, 

the Department reduced the total assessed value of one large railroad company property in the State 

from $1.3 billion to $635 million, approximately 51 percent.  While the Department provided a PowerPoint 

presentation from the railroad company detailing the company’s reduction in earnings in the first quarter 

of 2016 as compared to the first quarter of 2015, the company’s settled value in ten states for 2014 and 

2015, and the company’s proposed and settled assessments in Florida from 2012 through 2015, the 

Department could not provide documentation demonstrating the basis for the assessed value agreed 

upon at the informal conference.  In response to our audit inquiry, Department management indicated 

that compromise assessment amounts are usually based on information presented in the conferences.    

Absent documentation demonstrating the basis for changes in assessed railroad property values 

resulting from informal conferences, Department management cannot demonstrate the appropriateness 

of the assessment amounts.    

Recommendation: We recommend that Department management adequately document the 
basis for changes in assessed railroad property values resulting from informal conferences. 

                                                 
27 Section 193.085(4), Florida Statutes. 
28 Situs is the place to which, for purposes of legal jurisdiction or taxation, a property belongs.   
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Follow-Up to Management’s Response 

Department management indicated in their written response that the Department provided documentation 

supporting the basis for compromise of the assessed railroad property value.  Additionally, Department 

management cited prior court proceedings from 2003 through 2008 that identified substantive legal 

issues and substantial litigation risks associated with these assessments that provide a continuing basis 

to support a compromise of subsequent assessments at informal conference.  Notwithstanding the 

Department’s response, the Department did not provide documentation demonstrating how the railroad’s 

2016 assessed value was settled on nor is it clear how court proceedings and resulting assessment 

values from 2003 through 2008 bear on the value of the railroad property 8 years later.  Consequently, 

the finding and related recommendation stand as presented.  

Finding 5: Sale Qualification Changes 

State law29 requires that, for each sale transaction disqualified30 by a county property appraiser, the 

property appraiser document the reason for the disqualification in the manner prescribed by the 

Department.  The Department’s 2016 Real Property Field Manual (Field Manual) required county property 

appraisers maintain credible evidence to support the qualification and disqualification of sales.  The Field 

Manual defined acceptable credible evidence to include documents such as accurately completed 

verification forms and accurately completed independent affidavits from the grantor, grantee, third-party 

agent, or other person having personal knowledge of the sale.       

State law also requires the Department to randomly sample all sales in the county and determine whether 

the sales were properly qualified or disqualified (sale qualification study).  The Field Manual specified 

that, to consider changing a sale qualification or disqualification, the Department must have credible 

evidence from the county justifying the change.  The Field Manual required a 90 percent minimum sale 

qualification match rate between the Department and county property appraiser.  If the final discrepancy 

rate was more than 10 percent, the Department was required to issue a post-audit notification of defects 

and follow the process provided by State law.31    

As part of our audit, we examined Department records for 15 Department sale qualification changes 

related to the 2016 assessment rolls for four counties (Highlands, Lafayette, Liberty, and Marion).  Our 

examination disclosed that, for 2 Department sale qualification changes related to Highlands County, 

Department records did not include sufficient, credible evidence from the county property appraiser 

justifying the changes.  By changing the 2 sale qualifications, the county’s sale qualification study went 

from failing (87.5 percent) to passing (92.5 percent).  According to Department management, the 

Department inadvertently did not document the verbal explanation provided by the county property 

appraiser justifying 1 of the changes.    

                                                 
29 Section 195.0995, Florida Statutes. 
30 Qualified sales best represent market pressures, as they are transactions which are arrived at by unrelated educated buyers 
and sellers with no undue pressures on either party.  Disqualified sales may consist of foreclosures, transfers of deed between 
relatives, or instances in which full market value is not arrived at in the transaction.   
31 Section 195.097, Florida Statutes.   
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Making qualification changes without sufficient, credible evidence inhibits the Department’s ability to 

demonstrate the propriety of sale qualification changes and resulting study results.   

Recommendation: We recommend that Department management ensure that all changes to sale 
qualifications are supported by sufficient, credible evidence from the county.  

Finding 6: Review of Personal Property Assessment Rolls 

State law32 provides that county assessment rolls include taxable values for both real and personal 

property and that Department in-depth reviews include all statistical and analytical measures prescribed 

by State law for real and personal property assessment rolls as a whole.  In addition, State law33 requires 

the Department to annually certify to the Commissioner of Education (COE) certain data on taxable 

values (including personal property) for school funding purposes.  

In our report No. 2016-076 (Finding 3), we noted that, contrary to State law, Department in-depth reviews 

did not include personal property values reported to the Department on county assessment rolls.  As part 

of our follow-up audit procedures, we noted that Department procedures for reviewing personal property 

were still limited to verification of the data received from the county property appraisers 

(e.g., mathematical accuracy and completeness) and did not include statistical and analytical measures 

of the personal property assessment rolls.  According to Department management, the Department plans 

to begin procedural reviews of tangible personal property by August 2019.      

Although, according to Department records, personal property represented a small portion (7 percent) of 

the 2016 Statewide property assessment roll, personal property was significant to some individual 

counties.  For example, the percentage of personal property to total property for 17 counties ranged from 

21 percent (Bradford County) to 51 percent (Hamilton County) and averaged 29 percent.  When a 

significant portion of a county’s assessment roll is excluded from Department in-depth reviews, the results 

of such reviews may not adequately support the information certified to the COE for school funding 

purposes.   

Recommendation: We again recommend that Department management ensure that in-depth 
reviews include personal property as required by State law. 

Follow-Up to Management’s Response 

Department management indicated in their written response that the Department’s responsibility is to 

ensure the data on each roll is in the manner and form prescribed and that each roll complies with all the 

appropriate requirements of law relating to just value.  However, the Department, in its response, did not 

address the pertinent part of Section 195.096, Florida Statutes, which requires Department in-depth 

reviews to include, at a minimum, each classification specified in subsection (3).  As noted in our finding, 

pursuant to Section 195.096(3)(a), Florida Statutes, personal property as a whole is a classification 

subject to in-depth review requirements.  Consequently, the finding and related recommendation stand 

as presented.      

                                                 
32 Section 195.096(1) and (3)(a), Florida Statutes. 
33 Section 1011.62(4), Florida Statutes. 
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Finding 7: Property Tax Administration Manual 

State law34 requires the Department to prepare and maintain a current instruction manual for county 

property appraisers and other officials connected with the administration of property taxes.  The manual 

must contain all rules and regulations, standard measures of value, forms, and instructions relating to the 

use of forms and maps.  Guidelines associated with standard measures of value may be updated annually 

to incorporate new market data, technical changes indicated by decisions of the State Supreme Court, 

and other changes relevant to appropriate assessment practices or standard measurement of value.     

As similarly noted in our report No. 2016-076 (Finding 5), our audit disclosed that the Department had 

not updated the Department’s Manual of Instructions and Guidelines for the Administration of Property 

Taxes (Manual) located on the Department's Web site in years.  For example, the Tangible Personal 

Property Appraisal Guidelines segment of the Manual was issued in 1997 and does not include 

information regarding the exemption from ad valorem taxation of up to $25,000 of assessed value on 

each tangible personal property tax return that was added to State law35 in 2007.  In response to our 

audit inquiry, Department management indicated that, while the Department had drafted updated market 

area, real property appraisal, and tangible personal property guidelines for the Manual, the draft 

guidelines were not available on the Department’s Web site and a change in management resulted in a 

new approach to updating the Manual.  Under this new approach, the Department planned to draft 

guideline revisions, focused on legal and subject matter issues, for public comment beginning in 2019.       

As county property appraisers and other interested parties may rely on information included in the Manual 

to administer property taxes, it is important that the Manual be up to date.  

Recommendation: We recommend that Department management continue efforts to update the 
Manual and maintain the Manual in accordance with State law. 

PRIOR AUDIT FOLLOW-UP 

Except as discussed in the preceding paragraphs, the Department had taken corrective actions for the 

findings included in our report No. 2016-076.       

OBJECTIVES, SCOPE, AND METHODOLOGY 

The Auditor General conducts audits of governmental entities to provide the Legislature, Florida’s 

citizens, public entity management, and other stakeholders unbiased, timely, and relevant information for 

use in promoting government accountability and stewardship and improving government operations. 

We conducted this performance audit from January 2017 through April 2019 in accordance with generally 

accepted government auditing standards.  Those standards require that we plan and perform the audit 

to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 

                                                 
34 Section 195.062(1), Florida Statutes. 
35 Section 196.183, Florida Statutes.   
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based on our audit objectives.  We believe that the evidence obtained provides a reasonable basis for 

our findings and conclusions based on our audit objectives.    

This performance audit of the Department of Revenue (Department) focused on the Department’s 

administration of the ad valorem tax program related to the 2016 ad valorem property assessment rolls.  

The overall objectives of the audit were to: 

 Evaluate management’s performance in administering the ad valorem tax laws as described in 
Section 195.096, Florida Statutes, for the 2016 property assessment rolls. 

 Evaluate: 

o The effectiveness of controls designed and placed in operation by management to promote 
and encourage the economy, efficiency, and effectiveness of the ad valorem tax program;  

o The structure or design of the program to accomplish its goals and objectives;  

o The adequacy of the program to meet the needs identified by the Legislature;  

o Alternative methods of providing program services or products;  

o The goals, objectives, and performance measures used to monitor and report program 
accomplishments;  

o The accuracy or adequacy of public documents, reports, or requests prepared under the 
program; and  

o Compliance of the program with applicable laws, rules, policies, and other guidelines. 

 Identify statutory and fiscal changes that may be recommended to the Legislature pursuant to 
Section 11.45(7)(h), Florida Statutes. 

Our audit also included steps to determine whether management had corrected, or was in the process of 

correcting, all deficiencies noted in our report No. 2016-076.     

This audit was designed to identify, for those programs, activities, or functions included within the scope 

of the audit, deficiencies in management’s internal controls, instances of noncompliance with applicable 

governing laws, rules, policies, and procedures, and instances of inefficient or ineffective operational 

policies, procedures, or practices.  The focus of this audit was to identify problems so that they may be 

corrected in such a way as to improve government accountability and efficiency and the stewardship of 

management.  Professional judgment has been used in determining significance and audit risk and in 

selecting the particular transactions, legal compliance matters, records, and controls considered. 

As described in more detail below, for those programs, activities, and functions included within the scope 

of our audit, our audit work included, but was not limited to, communicating to management and those 

charged with governance the scope, objectives, timing, overall methodology, and reporting of our audit; 

obtaining an understanding of the program, activity, or function; exercising professional judgment in 

considering significance and audit risk in the design and execution of the research, interviews, tests, 

analyses, and other procedures included in the audit methodology; obtaining reasonable assurance of 

the overall sufficiency and appropriateness of the evidence gathered in support of our audit’s findings 

and conclusions; and reporting on the results of the audit as required by governing laws and auditing 

standards. 

Our audit included the selection and examination of transactions and records.  Unless otherwise indicated 

in this report, these transactions and records were not selected with the intent of statistically projecting 
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the results, although we have presented for perspective, where practicable, information concerning 

relevant population value or size and quantifications relative to the items selected for examination. 

An audit by its nature, does not include a review of all records and actions of agency management, staff, 

and vendors, and as a consequence, cannot be relied upon to identify all instances of noncompliance, 

fraud, abuse, or inefficiency. 

In conducting our audit, we:   

 Reviewed applicable laws, rules, Department policies and procedures, and other guidelines, and 
interviewed Department personnel to obtain an understanding of Department in-depth reviews 
and related property tax oversight processes.      

 Engaged a contracted consultant to: 

o Evaluate the relevance, reasonableness, and representativeness of Department statistical 
methodologies and formulas used to produce statistical measurements for in-depth county 
reviews.    

o Examine the statistical and analytical measures computed by the Department in approving 
the 2016 real property assessment rolls for 4 selected counties (Highlands, Lafayette, Liberty, 
and Marion), and all 67 counties for some measures, to determine whether 
Department-verified county tax rolls complied with applicable laws, rules, policies, and 
industry standards.     

o Examine whether sample sizes for strata (property classifications) and value groups (property 
sub-classifications) within the strata were sufficiently representative of the population to 
enable meaningful statistical analyses of the Department’s in-depth review of 33 counties.     

 From the population of 33 counties selected for in-depth review by the Department for the 2016 ad 
valorem tax roll, selected and examined Department records for 4 counties (Highlands, Lafayette, 
Liberty, and Marion), related to 15 Department-made sale qualification changes, to determine 
whether sale qualification samples were adequately supported and whether Department-made 
sale qualification changes were based on sufficient, credible evidence from the county.     

 Analyzed Department records for all 67 counties to determine whether at least 90 percent of the 
sampled sale qualification decisions by the Department matched the county decisions.   

 From the population of 33 counties selected for in-depth review by the Department for the 2016 ad 
valorem tax roll, selected and examined Department records for 4 counties (Highlands, Lafayette, 
Liberty, and Marion), related to 62 appraisals, to determine whether the required number of 
appraisals were sampled by the Department for each county and whether the appraisals 
appeared complete.      

 Analyzed Department records for all 67 counties to determine whether the level of assessment 
required by Department standards was met.     

 From the population of 33 counties selected for in-depth review by the Department for the 2016 ad 
valorem tax roll, examined Department records for all 20 appraisals with code 4 changes (a value 
change made by the Department to a sample parcel based on additional parcel-specific or 
appraisal information provided by the county) to determine whether the changes were supported 
and appropriately processed and recorded.     

 From the population of 568 stratum 3 (classified use) appraisal samples related to the 33 counties 
selected for in-depth review by the Department for the 2016 ad valorem tax roll, examined 
Department records for 24 selected stratum 3 appraisal samples related to 3 counties (Highlands, 
Lafayette, and Liberty) to determine whether the number of appraisals selected per county was 
adequate and whether the appraisal was complete and supported.  
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 From the population of 33 counties selected for in-depth review by the Department for the 2016 ad 
valorem tax roll, examined Department records for 3 selected counties (Highlands, Liberty, and 
Marion) to determine whether central assessments (railroad and car line company assessments) 
were properly valued.  

 Reviewed Department records for the 2016 ad valorem assessment roll review to determine 
whether the Department completed the assessment ratio studies as required by State law. 

 Reviewed Department records for the 2016 ad valorem assessment roll review and approval to 
determine whether the assessment roll review was timely completed and appropriately supported.      

 Evaluated Department actions to correct the findings noted in our report No. 2016-076.  
Specifically, we performed: 

o Inquiries of Department personnel and selected and examined Department records for 
86 appraisals related to 4 counties (Highlands, Lafayette, Liberty, and Marion) to determine 
whether the appraisals were complete and supported.     

o Inquiries of Department personnel to determine whether the Department continued to analyze 
some multifamily residential properties as part of stratum 6 instead of stratum 2, as required 
by State law.      

o Inquiries of Department personnel to determine whether the Department included personal 
property in Department in-depth reviews as required by Section 195.096, Florida Statutes.    

o Inquiries of Department personnel to determine whether requirements had been established 
regarding the disclosure of the basis for 8th factor adjustments made by county property 
appraisers to ensure the adjustments are reasonable, supported, and accurately represent 
the marketplace.   

o Inquiries of Department personnel to determine whether the Department had updated the 
property tax administration manual in accordance with State law.    

o Inquiries of Department personnel, reviewed Department policies and procedures, and 
examined fee schedules and Certification Program Trust Fund (Trust Fund) documentation to 
determine whether the Department had established an adequate separation of duties related 
to Trust Fund collections, the fee schedule was modified based on the cash needs of the Trust 
Fund, and service charges were appropriately allocated to the Trust Fund.   

 Communicated on an interim basis with applicable officials to ensure the timely resolution of 
issues involving controls and noncompliance.  

 Performed various other auditing procedures, including analytical procedures, as necessary, to 
accomplish the objectives of the audit.  

 Prepared and submitted for management response the findings and recommendations that are 
included in this report and which describe the matters requiring corrective actions.  Management’s 
response is included in this report under the heading MANAGEMENT’S RESPONSE. 
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AUTHORITY 

Pursuant to the provisions of Section 11.45(2)(h), Florida Statutes, I have directed that this report be 

prepared to present the results of our performance audit.      

 

Sherrill F. Norman, CPA 

Auditor General 
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