
©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

WEALTH ADVISORY  |  OUTSOURCING  |  AUDIT, TAX, AND CONSULTING
Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, an SEC-registered investment advisor

Audit Implications of 
COVID-19 on Florida 
Governments
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Learning Objectives
At the end of this session you will:
• Identify challenges facing auditors and auditees during 

COVID-19
• Identify the changes to the financial environment due to 

COVID-19
• Identify how those changes affect the entity’s risk assessment 

as well as audit procedures for the financial and single audit.



©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

3

Consideration of 
Audit Logistics
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Key Interactions on Audit
• Meetings and discussions with key client personnel to 

answer questions and explain processes
• Nonverbal and organization reading by an auditor

– Auditor intuition and feeling

• Such interactions have moved to teleconference
– Are these discussions effective?
– Do they build rapport?
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Key Interactions on Audit –The New Normal
• Remote auditing (to varying degrees) is here to stay
• Virtual meetings will be key to successfully completing audits in 2020-

2021
– Clients and auditors can meet and collaborate from anywhere
– Facilitates the sharing of files and data
– Auditor does not lose the ability to analyze body language and behavioral cues 
– More efficiency for you and your team!

• Review your team’s technology capabilities ahead of the audit
– Finance department may be equipped, but consider other departments and program 

personnel
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• Electronic documents (excel, PDF, etc.)
• Data transfer capability
• Document storage and organization

• Electronic workpapers
• Data security and integrity

• Portals and file sharing
• Access to client computer systems

Remote Environment

Auditee Auditor
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Access to Books and Records
• Remote capabilities of audits have increased the use of 

scanned documents and screenshots significantly.

• Auditors are required to consider the authenticity of these 
documents, and determine if additional procedures should 
be performed regarding their authenticity.
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Access to Books and Records
• Many governments are accustomed to providing 

information remotely; however, both auditors and auditees 
need to exercise due diligence on both the exchange and the 
storage of documentation being provided remotely for the 
audit. 
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Things to Consider
Auditee conference room vs. auditor 

offices

Teams (or other system) meetings vs. 
auditee office or other conference room

Portals and data exchange vs. email vs. 
printer/paper
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Loss Contingencies
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Loss Contingencies – Claims and Judgments
• GASB has specific requirements for recognizing 

contingencies and claims and judgments which may arise 
more frequently due to the pandemic

• Examples
– Health Claims
– Workers’ Compensation Claims
– Accounts Receivable
– Debt Guarantees
– Tax Refunds and Appeals
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Loss Contingencies – Claims and Judgments
• Considerations 

– GASB codification requires certain disclosures of the government’s exposure 
to contingencies and risks of loss that could significantly impact financial 
statement totals

– Disclosures for subsequent events must also be considered for losses incurred 
after September 30th 
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Loss Contingencies – Claims and Judgments
• Example – estimate of self-insurance claims incurred but not 

reported (IBNR liability) – Health, Dental and Workers’ 
Comp

– COVID-19 impacts will require a robust experience study as well as 
appropriate auditor scrutiny
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Capital Asset 
Impairment
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Capital Asset Impairment
• Governments need to implement sound internal controls to 

identify potential impairments and, in such circumstances 
where impairments are identified, to properly calculate and 
report the impairments.

• Auditors will obtain an understanding of the internal 
controls to determine if they are suitably designed and 
properly implemented.
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Capital Asset Impairment
• Testing for impairment – determine if:

– Decline in service utility of the asset is significant
– Decline in service utility of the asset is unexpected

◊ Not part of the normal life cycle of the capital asset

• If both tests met, government should measure the carrying 
value of assets to be written off:

– Restoration Cost, Service Units, Deflated Depreciation Replacement Approach, 
or Lower of Carrying Amount or Fair Value
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Capital Asset Impairment
• GASB describes several common indicators of capital asset 

impairment; many of which may be relevant during the 
pandemic:

– Enactment or approval of laws or other changes in environment
– Change in the manner or expected duration of use of capital asset
– Construction or development stoppage

• Impairment should be tested when one of these indicators is 
present.

– If impaired, reduce the carrying value of the asset



©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

18

Inventory
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Inventory
• Auditing standards do not prohibit the use of technology, 

such as cameras with live video feeds, when performing 
inventory observations.  

• Extent of procedures may be more limited in a remote 
environment; especially in circumstances where inventories 
are stored in multiple locations. 

• Auditors will need to obtain satisfaction that remote 
capabilities will provide sufficient appropriate evidence.
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Inventory
• In cases where inventories are material to the financial 

statements, auditors are required to attend physical counts 
unless such counts are impracticable. 

– The AICPA has clarified COVID-19 may be considered an impracticable 
circumstance

• When inventory counts occur later than originally 
scheduled, auditors will observe rescheduled counts and 
perform additional procedures on subsequent transactions 

– Process may be simplified due to decreased volume during pandemic 
– Inventory would need to be “rolled-back” to year end
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Inventory
• But what if we can’t perform any procedures?

– In cases where inventory counts cannot be performed at year-end, these 
issues will likely result in scope limitations in the auditors reports and 
qualified opinions on the financial statements.

– Roll forward/rollback procedures could be performed or separate reports 
could be issued
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Inventory
• Perishable Inventory

– Consider impairment of inventory for perishable products that are unable to 
be used during a pandemic

◊ States, counties, and municipalities
• Medical supplies

◊ School districts and charter schools
• Food and commodities
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Employee Benefit 
Plans – Pension and 
OPEB
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Employee Benefit Plans – Fair Value Declines
• The investment market volatility has caused concern over 

adjustments to the financial statements for declines in asset 
values subsequent to the end of the reporting period. 

• The AICPA reiterated such conditions would not result in an 
adjustment to the financial statements, but may be 
significant enough to warrant a subsequent event 
disclosure.
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Employee Benefit Plans – Fair Value Declines
• Audit Objectives:

– Obtain sufficient appropriate audit evidence as to whether subsequent events 
are appropriately recognized and disclosed in the financial statements

– Respond appropriately to facts that become known after the audit report date 
that, had they been known to the auditor as of the report date, may have 
caused the auditor to revise the report. 

• Auditors will have to work with clients to ensure any 
subsequent events are properly identified and reflected in 
the notes to the financial statements. 



©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

Employee Benefit Plans – Other Concerns
• Are investment returns sufficient to fund retirement 

benefits?
• Are revenue projections sufficient to cover required 

contributions? 
• Are cash reserves sufficient to fund shortfalls?
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Revenue
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CARES Revenues 
GASB Technical Bulletin 2020-1 Question 1: 
• Are resources received from the CRF, established under Section 5001 of the 

CARES Act, subject to eligibility requirements or to purpose restrictions? When 
should those resources be recognized as revenue?​

Answer:​
• The CRF funds represent a voluntary non-exchange transaction, subject to 

eligibility restrictions.
• The conditions of the CARES Act represent eligibility requirements, such as 

incurrence of expenditures.​
• The recipient government should recognize resources received from the CRF as 

liabilities until the applicable eligibility requirements are met, including the 
incurrence of eligible expenditures
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Internal Controls



©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

Internal Controls: The New Normal
• COVID-19 has raised many questions concerning an 

Government’s ability to effectively maintain internal 
controls when the environment has suddenly and 
dramatically changed.

• Yellow Book and Uniform Guidance requires the entity to 
establish and maintain effective internal controls on a 
consistent basis.
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Internal Controls: The New Normal
• AICPA emphasizes the importance of the tone at the top and 

general control environment.  
– The infrastructure: communication and technology are adequate and 

consistent (control environment, risk assessment)
– Instruction to staff regarding remote work environment and safeguarding of 

information. (communication)
– If remote work environment was not capable, how were operations 

continued?  (risk assessment) 
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Internal Controls: The New Normal
• Are employee’s work activities are monitored and 

adequately supervised?
• How is financial information determined reliable for 

reporting ?
• Is technology secure and accessible to all employees 

requiring access?
• Technology needs to provide an audit trail of approvals and 

other changes that may have been supported by paper 
documentation. 
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Document Internal Control Changes
• Possibility for three internal control 

environments
– Pre-Pandemic
– During Pandemic
– Post Pandemic

• Consider:
– Length of time new controls were in 

place
– Level of business activity
– Message from leadership
– Training on remote working



©
20

20
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

Single Audit Internal Control Best Practices 
• Understand the program requirements and allowable costs
• Identify, record and monitor COVID-19 funding and related 

expenditures separately in the general ledger
• Journal entries to transfer allowable costs to the COVID 

program should include supporting documentation 
supporting the transfer

– Maintain all electronic approvals in accordance with the retention policy
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Visit our COVID-19 Response Page
• https://www.claconnect.com/campaign/covid-19
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