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Dave Yost * Auditor of State

The Honorable Governor John R. Kasich
The Honorable Secretary of State Jon Husted

The State Librarian Beverly Cain
The Citizens of Ohio

Dear Citizens of Ohio:

The 2014 fiscal year has ended, and I am proud to report that we continue to increase government efficiency,
accountability and transparency in exciting new ways. The work completed by this office during FY 2014 set

precedents that will drive positive change in Ohio’s governments for years to come.

This annual report offers an overview of the innovations and accomplishments of the office during the 2014 fiscal
year. Here are some highlights:

* Columbus City Schools: In FY 2014, our office released a special audit of the Columbus City School district,
revealing a top-down culture of data manipulation and employee intimidation — including altering attendance
records and changing grades. Among those tested, 99% of erased absences and 83.5% of grade changes were not
supported. The special audit results were referred to the Columbus City Attorney, Franklin County Prosecutor and
the U.S. Attorney’s office for their consideration.

* Ohio Stops Fraud: In FY 2014, the Auditor of State’s office changed the game in the fight against fraud. The Ohio
Stops Fraud mobile application, unveiled in January, allows both iPhone and Android users to report suspected
fraud in government anywhere, anytime.

* ShareOhio.gov: The “Skinny Ohio” initiative took a step forward in FY 2014 with the launch of ShareOhio.gov.
At no cost to local governments, ShareOhio allows officials to enter their entity’s capital equipment into a database
for the purposes of loaning to and borrowing from other nearby entities. Saving taxpayer dollars is now just a few

clicks away.

Fiscal year 2014 exemplified why the Auditor of State’s office is so vital to the citizens of Ohio. Not only does this
office work to identify misused public dollars, but it also looks for ways to save them wherever possible. In FY 2014,
we found more than $4.4 million of misused public funds and identified nearly $10.5 million in potential savings for
local governments and schools. We will continue to hold Ohio’s governments accountable as we enter FY 2015.

Sincerely,

)

Dave Yost
Auditor of §
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Mission Statement

The Auditor of State’s office strives for
clean, accountable and efficient governments
for those we serve, the people of Ohio.

We are professionals. We work under objective standards,
driven by numbers and facts without regard to politics.

Every day, we work to achieve truth in a smarter, streamlined government.
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Audit Division

The Auditor of State is the constitutional officer responsible for auditing all public offices in Ohio, which amounts to
more than 5,800 entities. This includes cities, villages, schools, universities, counties, fire districts, townships, cemeteries,
libraries, state and county agencies, and commissions.

The Audit Division is managed by the Chief Deputy Auditor and is made up of several smaller sections, including the
Center for Audit Excellence, the Financial Audit Section, the Special Audit Section, the Medicaid/Contract Audit Section,
and the Local Government Services Section. These sections work together to carry out the mission of the Audit Division.

Auditors are located at the main office in Columbus, as well as in seven regional offices in Athens, Cincinnati, Cleveland,
Columbus, Dayton, Toledo and Youngstown. In addition to the seven regional offices, the State Region (also located in
Columbus) audits state offices, boards, commissions and agencies.

& e
I




g—

e =

T

Financial Audit Section

The Financial Audit Section conducts financial audits of
all public entities as required by Ohio law. Generally, the
Auditor of State’s office is required to perform financial
audits of each public entity at least once every two fiscal
years. The office must review the methods, accuracy

and legality of the accounts, financial reports, records
and files of all public entities. It is the responsibility of
the Financial Audit Section to determine whether the
entity has complied with the laws, rules, ordinances and
orders pertaining to the office. While the audit staff is
headquartered in the regional offices, they spend most of
their time in the field at client offices.

The Auditor of State’s office released 3,682 financial
audit reports from July 1, 2013 through June 30, 2014,
which includes traditional financial audits, Agreed-Upon
Procedure (AUP) engagements, and basic audits. Findings
for recovery, totaling $4,058,628.41 were issued in 111

audits.

Last year, the Auditor of State’s office expanded access

of AUP engagements to governments with annual
expenditures of less than $5 million. During FY 2014, the
Auditor of State’s office released 748 AUP reports.

The basic audit is an on-site limited review available to
qualifying governments that disburse less than $100,000
annually. In FY 2014, 127 basic audits were performed.

Audits | By the Numbers

3,682 financial audit reports released

$4,058,628 in findings for recovery issued

from financial audits

748 AUP reports were released

127 entities used low-cost basic audits
20 special audit reports released

$650,000 in findings for recovery issued

from special audits

Special Audit Section

The Auditor of State occasionally conducts special audits
of state and local government subdivisions and private
organizations that receive public funds. A special audit is
a limited-scope examination of financial records and other
information designed to investigate allegations of fraud,
theft or misappropriation of public funds — or to quantify
the extent of alleged fraud, theft or misappropriation. The
Special Audit Section consists of the Chief Auditor, an
Assistant Chief Auditor, three Senior Audit Managers and
one Audit Manager.

During FY 2014, the Special Audit Section issued 20 audit
reports, which included more than $650,000 in findings
for recovery. Five of the reports were Special Audit 1’s, and
the remaining 15 were Special Audit 2’s. Special Audit 1
reports are initiated as special audits, while Special Audit

2 reports stem from financial audits and issue findings for
recovery related to alleged theft of public funds. In FY
2014, Special Audit 1 reports issued $371,719 in findings
for recovery, and Special Audit 2 reports issued $280,832.
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Medicaid/Contract Audit Section

The Medicaid/Contract Audit Section (MCA) is dedicated
to ensuring that providers of healthcare services reimbursed
with Ohio’s Medicaid dollars are in compliance with
applicable Medicaid rules and regulations and that these
dollars are not being abused or wasted. The MCA Section
employs 29 professionals with statewide jurisdiction

to audit Medicaid providers in order to combat fraud,
waste and abuse and to improve the integrity and cost-
effectiveness of the Medicaid program. This work
supplements the audit efforts of other state agencies and is
governed by interagency agreements with these agencies.
The MCA Section also is an active member of the
interagency Medicaid Program Integrity Group tasked with
combating fraud, waste and abuse in Ohio.

The MCA Section performs work under interagency

agreements with:

* The Ohio Department of Medicaid to perform
compliance examinations of Medicaid providers;

¢ The Ohio Department of Developmental Disabilities
to perform agreed-upon procedures to test the cost
reports of county boards of developmental disabilities
and councils of governments involving Medicaid

2014 Annual Report | Ohio Auditor of State

expenditures for Home and Community-Based
Services; and

* The Ohio Department of Medicaid to perform agreed-
upon procedures to test the cost reports of Intermediate
Care Facilities for Individuals with Intellectual
Disabilities.

During the 2014 fiscal year, MCA completed work that
was under agreement with the Ohio Department of
Mental Health and Addiction Services. MCA performed
procedures to test the cost reports of Community Support
Networks involving Medicaid expenditures for specialized
behavioral healthcare services as part of Ohio’s Integrated
Behavioral Healthcare System.

During FY 2014, the Auditor of State’s office released 22
Medicaid provider compliance examinations and identified
overpayments of $2.8 million. MCA also released reports
of 26 County Boards of Developmental Disabilities and 13
councils of governments, which identified overpayments of
more than $169,000 and adjustments of more than $19.5
million in non-federal reimbursable costs. The section

also released 8 reports on intermediate care facilities and 7
reports on Community Support Networks.



Center for Audit Excellence

AUDIT DIVISION

The Center for Audit Excellence is responsible for monitoring changes to generally accepted auditing standards and

accounting principles, as well as changes to federal grant regulations and Ohio law. This includes developing guidelines and

training so all Auditor of State employees are up to date on these standards, regulations and laws. The group is also charged

with ensuring all audits, including audits that IPA firms conduct on our behalf, comply with these auditing and accounting

standards.

Continuing Professional Education

All audit staff members are required to earn 80 hours of Continuing Professional Education (CPE) every two years.

Accounting and Auditing Trainings, or A&A’s, are held twice a year in each region to provide our auditors with up-to-date

information while they are in the field accounting for tax dollars. These semi-annual A&A’s provide the lion’s share of the

CPE hours, and in a cost-cutting move, the training department provides the remaining hours via various webinars through

the course of each year. In addition to the regional trainings, our state and local performance audit teams, Local Government

Services, and State Audit Section receive extensive training to fulfill their CPE requirements.

Local Government Services

The Local Government Services Section (LGS)

serves as a consulting and fiscal advisory group to all
governmental agencies and subdivisions. It provides

an array of services including, but not limited to,
financial forecasts, GAAP conversion assistance, annual
financial report processing, record reconstruction and
reconciliation, fiscal caution, fiscal watch or emergency
assistance, merger and dissolution assistance and
financial management training for elected officials.
Publications such as accounting manuals and policy
bulletins are distributed to assist local governments in
performing their duties and to keep them up to date on
their statutory and accounting requirements.

Accomplishments

During the past fiscal year, the LGS section assisted
local governments in the preparation of 309 annual
financial reports. This included 65 Comprehensive
Annual Financial Reports (CAFRs), 172 Basic Financial
Statements (BFS), 26 supervision engagements (both
CAFR and BFS) and 46 cash basis statements. In
addition, among other projects, they responded to 147
fund request inquiries from local governments.

LGS assisted in the declaration of two school districts
into Fiscal Emergency (Mansfield City School District
and Bettsville Local School District).

LGS assisted in the release of five municipalities and one
county (City of Garfield Heights, City of Campbell,
Village of Bethel, Village of McClure, Village of
Waynesville and Scioto County) from fiscal emergency
designation and the declaration of three municipalities
and two townships into fiscal emergency (City of
Massillon, Village of Edgerton, Village of Trimble,
Hamilton Township and St. Clair Township). LGS
assisted in the release of one municipality (City of
Lorain) from fiscal watch designation and the declaration
of one municipality into fiscal watch (City of Maple
Heights). Two municipalities and two townships (Village
of Rarden, Village of Bloomingburg, Franklin Township
and Liberty Township) were designated as being in

fiscal caution under Chapter 118. LGS currently serves
as fiscal supervisor to 24 entities in fiscal emergency,
providing financial counsel to both the local government
and the oversight commission in recovery efforts.

LGS also assisted with the dissolution of one
municipality (Village of Fort Shawnee).
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The section was involved in both external and internal
training, including hosting the 2014 Local Government
Officials’ Conference, a two-day conference aimed to
further develop fiscal officers’ and other local officials’
expertise in government accounting, budgeting and
financing, legal compliance, ethics requirements and
Ohio’s open government laws. LGS also hosted the Fall
Commercial Paper Training and the Fall Village Fiscal
Officer Training. Internal training included semi-annual
staff training for all staff in August 2013 and February
2014.

Jimension to

SESSMENT

A number of publications were updated, including
the Village Officers’ Handbook, the Ohio Township
Handbook and the Ohio County Treasurers Manual.

This past fiscal year, LGS staff made presentations to

the Ohio Township Association, the Ohio Government
Finance Officers Association, the Ohio Municipal Clerk’s
Association, Miami Valley School Business Officials and
the Ohio State Bar Association. LGS also was involved in
the Ohio School Boards Association Capital Conference.

Trainings & Conferences for Local Governments

The Auditor of State’s training department provides local entities with annual training at four major conferences:

1. Local Government Officials’ Conference — In
March 2014, nearly 600 local government officials
received advanced training for their specific types of local

govemments .

2. Village Officer Trainings — In fall 2013, AOS
conducted 5 trainings in each region of the state where
more than 350 village officers received financial training.

3. Community School Training — More than 100 fiscal
officers, board members and administrators attended this
8-hour course in August 2013.

4. Fraud Conference — This annual event in May 2014
hosted more than 500 attendees and shared the latest
measures in fraud detection and prevention.

Independent Public Accountants also received training in August 2013 developed by the Auditor of State’s office in

conjunction with the Ohio Society of Certified Public Accountants. This one-day conference covers popular topics with a

focus on the ever-changing world of government accounting and auditing requirements.

2014 Annual Report | Ohio Auditor of State



Ohio Performance Team

The second biennium of state
agency performance audits
conducted under the authority of
ORC §117.46 (enacted in 2011)
began in FY 2014 with the Ohio
Department of Natural Resources.
This performance audit is underway,
as are preparations for three other
state agency performance audits

that were selected for this biennium.

The Auditor of State’s Ohio

Performance Team (OPT) is working

collaboratively with each of the
other three state agencies to develop
a scope, budget and schedule for
performance audits to be completed
in FY 2015.

By examining the current

operations and management of

state and local public sector entities,
performance audits provide objective
recommendations to improve
performance and operations, reduce
costs, facilitate decision making, and
contribute to public accountability.

Existing Ohio law also authorizes
the Auditor of State to conduct a
performance audit for any school
district or local government in fiscal
caution (school districts only), fiscal

watch, or fiscal emergency.

LEAP Fund

The goal of these performance

audits is to help improve the cost-
effectiveness of operations and resolve
financial difficulties. The Auditor

of State also conducts performance
audits upon request for government
entities at all levels that are seeking
additional feedback on operations

or ideas for future cost savings and

service improvement.

OPT issued 18 local government

and school performance audits

in FY 2014, including 139
recommendations that identified the
potential for nearly $10.5 million in
savings. Average one-year return on
investment was approximately $16 for
every dollar spent to audit.

To make it easier for cash-strapped government entities wanting a performance audit, ORC §117.46 also authorized
the Auditor of State to establish the Leverage for Efficiency, Accountability and Performance (LEAP) Fund program

in 2011. The LEAP Fund is a revolving loan fund of $1.5 million to advance the costs of performance audits to local
governments. Funds will be repaid the following year from the savings reaped from the audit’s recommendations and
sown again into new performance audits.

During FY 2014, performance audits for four local governments receiving LEAP funds were completed and released.

Two local governments were approved for LEAP funding, and their performance audits are currently underway.

2014 Annual Report | Ohio Auditor of State
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The Policy and Legislative Affairs Division serves as a link between the Auditor of State’s office and the Ohio General

Assembly. The division communicates the duties and needs of the office to state legislators and provides them with the
necessary information to make well-informed decisions on legislation impacting the Auditor of State’s office. Staff also works
with stakeholder groups on policy initiatives to convey the needs and interests of Ohio’s local governments and schools.

Legislative initiatives of the Auditor of State’s office during FY 2014 included:

Facilitation of School Merger Legislation

In February 2014, Auditor Yost placed Bettsville Local School District into fiscal emergency. The district’s financial troubles
led to talks of a merger with nearby Old Fort Local School District. However, those talks were put on hold when Old Fort
Schools realized it could not take on the debt brought on by a $775,000 loan that Bettsville Schools took from the state’s
solvency assistance fund.

Ohio’s 2014 Mid-Biennium Review included legislation, facilitated by the Auditor of State’s office, allowing Bettsville School’s
state solvency loan to be forgiven. The districts then agreed to merge, and will now save about $300,000 annually.

The Fiscal Integrity Act

Since taking office, Auditor Yost found that some of Ohio’s fiscal officers and treasurers are taking advantage of their positions
and using tax dollars for personal purchases such as golf outings, vacations and shopping sprees. Others struggle with the day-
to-day fiscal management of their entity’s financial transactions.

To address these issues in FY 2014, Auditor Yost continued to work with the legislature on the Fiscal Integrity Act. The
purpose of this legislation is to:

* Develop a procedure to remove fiscal officers who commit fraud in office; and
* Provide fiscal officers with the necessary training and tools to perform their duties properly.

The legislation passed the Senate as Senate Bill 6 on April 2, 2014. A nearly identical version of the legislation passed the
House of Representatives on June 4, 2014. Neither bill passed both House and Senate before summer recess, but may pass
before the end of the session.

2014 Annual Report | Ohio Auditor of State
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Legal Division

The Auditor of State’s Legal Division serves as the legal counsel to the office and houses the Open Government and Special
Investigations Units. The legal staff is led by the Chief Legal Counsel and assists public offices with state and federal
requirements. Assistant legal counsel review auditors’ legal questions and provide guidance to public offices.

Assistant legal counsel also provide continuing education to elected officials and government employees through specific
training programs and conferences on government issues. The Auditor of State’s Office facilitates the annual Local
Government Officials’ Conference and the annual Emerging Trends in Fraud Investigation and Prevention Conference.
Assistant legal counsel and investigators provide updates and training to various units of local governments.

The Legal Division has the responsibility of tracking public money that is discovered missing, misappropriated or stolen and
is the subject of a finding for recovery against individuals named in audit reports. Ohio law prohibits any state agency or
political subdivision from awarding a contract for goods, services or construction to any person against whom a finding for
recovery has been issued by the Auditor of State if that finding is unresolved.
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Special Investigations Unit

The Auditor of State’s investigative staff is also under the management of the Chief Legal Counsel and all investigators are
certified peace officers. The Special Investigations Unit (SIU) works to aggressively root out fraud and public corruption. The
unit’s objective is to reduce the loss of public funds attributable to theft, embezzlement or fraud. The SIU works closely with
the Auditor of State’s Financial Audit Division, especially the Special Audit Section, and also promotes a coordinated effort
with local, state and federal government and law enforcement officials to combat fraud in Ohio.

In FY 2014, SIU worked with the Special Audit Section and uncovered the culture of data manipulation and employee
intimidation at Columbus City Schools, described on pages 22-23.

Another FY 2014 special audit, assisted by SIU, led to the indictment of former Fairfield County Clerk of Courts, Deborah
Smalley. On January 27, Smalley was indicted on 12 felony charges including, engaging in a pattern of corrupt activity, theft
in office, tampering with evidence and records, unlawful interest in a public contract, identification fraud and receiving stolen

property.
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Additionally in FY 2014, Ashkir Ali, a man SIU investigated for tutoring fraud in central Ohio, was sentenced to 13 months
in prison and ordered to repay $115,916 in restitution to the U.S. Department of Education for services never provided.

Open Government Unit

The Open Government Unit serves state and local government officials and citizens by providing trainings and resources to
help them better understand their rights and obligations under the Ohio Public Records Act and the Ohio Open Meetings
Act -- known as the Ohio Sunshine Laws. The unit is supported by the attorneys of the Legal Division to serve as the office’s
experts on public records and open meetings.

In cooperation with the Ohio Attorney General, mandatory training for local and state elected officials concerning Ohio’s
Sunshine laws is offered periodically. During the FY 2014, the Auditor of State’s office sponsored 30 Certified Public Records
Trainings attended by 1,732 local and state government officials or their designees. The office also received and processed 698

requests for public records and 82 public inquiries.

In addition, the Open Government Unit processes each deed that is to be signed by the governor regarding state property. In
the last fiscal year, a total of 37 deeds were prepared for the governor’s signature.
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Public Affairs Division

The Public Affairs Division is responsible for all internal and external

communications and publications for the Auditor of State’s office. The division also
serves as a liaison between the Auditor of State’s office and the news media. Public
Affairs issues news releases and manages the content of the office’s website, ensuring
that the public — through the news media and the internet — has timely, accurate

information about the activities of the office.
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Social Media Involvement

The Auditor of State’s social
media accounts are maintained
by Public Affairs, allowing the
office to better interact and
share information with the
public and the news media.
Public Affairs continues to work
to provide efficient, real-time
communication for Ohioans.

1,136 Followers

360 Likes

Tube 7 Video Uploads

25 Photos Posted

What is a
Performance
Audit?

Tweets from @OhioAuditor

Chio Auditor

Auditor Yost: “Today, fighting fraud goes
mobile.” bit.ly/1dgwVci #fightingfraud

B

Ohio Auditor

"Time for sadness, tears and some anger
too!" Auditor Yost #ccsaudit

OhioAuditor.gov Redesign

In January 2014, the Auditor of
State’s office launched an entire
redesign of its website. The
Public Affairs Division led the
design and content changes.
Features of the redesign include
streamlined navigation, AOS
initiatives, and a news feed to
complement a fresh design.
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Administrative Division

Information Technology

Information Technology (IT) develops and maintains the technology
in the Auditor of State’s office. Because a significant number of AOS

employees regularly work off-site, it is vital that they have convenient

and timely access to the office’s computer network. The IT department

ensures that the office’s computer systems are functioning properly and

employees are able to access the information they need to efficiently

perform their duties.

During FY 2014, the IT department completed the following projects:

VoIP conversion — most of the office converted to a new voice over IP
phone system offered by the Department of Administrative Services;

ShareOhio development;
Ohio Stops Fraud app development; and

Staff security training — All AOS staff were required to take online
security training.

2014 Annual Report | Ohio Auditor of State

The Administrative
Division of the Auditor of

State’s office is responsible

for overseeing the
operations of the office
and includes Information
Technology, Human
Resources, Finance and
Field Operations. This
division includes senior

staff members, led by the

Chief of Staff. Together,

the Administrative

Division staff help
implement policies and

procedures for the office.



ADMINISTRATIVE DIVISION

Field Operations

In addition to the main office in
Columbus, the Auditor of State has
Northwest Region offices conveniently located around
Ohio. These offices house audit staff as
well as regional liaisons. Collectively,
these liaisons make up the staff of Field
Operations.

The main role of the Field Operations
team is to serve as a link between the
Auditor of State’s office and the general
public, local officials and clients. The
regional liaisons work closely with both
the Public Affairs and Policy divisions
to provide assistance and information
for the benefit of taxpayers.

Uniform Accounting
Network

The Uniform Accounting Network
(UAN) is a computerized, integrated

financial management and information
system serving local governments. The

program is administered by the Auditor
Regional Liaison Offices of State’s office and provides townships,

. . . villages, libraries and special districts
The Auditor of State has offices around Ohio that house regional

o o . . : : with a complete computer system
liaisons. These liaisons link the office with the public and constituents.

(hardware and software), along with
training and support.

The Auditor of State’s office provides
Current UAN Membership in-house training for local governments
in our Columbus office. Online
trainings also are available, which create

UAN Total of Ohio Total of Entities within > o
Entity Type Entity Type Ohio on UAN (%) cost savings due to eliminated travel
expenses.
Townships
Villages The UAN apPhcatlfm is comprlsled of
five modules including, Accounting,
Libraries Payroll, Budget, Inventory and
Special Districts 105 582 Cemetery.

Totals 1,869 2,869 There are now 1,869 Ohio townships,
villages, public libraries and special

districts using UAN.
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Office Organization

DEPARTMENT
ORGANIZATION

— Dave Yost

Auditor of State

— Audit
Financial Audit
Special Audit
Medicaid/ Contract Audit
Center for Audit Excellence

Local Government Services

— Ohio Performance Team

— [ Legal
Special Investigations Unit
Open Government Unit

— Policy & Legislative
Affairs

— Public Affairs

— Administrative

Finance

Human Resources
Information Technology
Uniform Accounting Network
Field Operations

2014 Annual Report | Ohio Auditor of State

CONTACT
INFORMATION

Administration:

88 E. Broad Street, 5th Floor
Columbus, OH 43215
Phone: 800-282-0370

Fax: 614-466-4490

Email: contactus@ohioauditor.gov

Local Government Services:

Phone: 800-345-2519
Fax: 614-728-8027

Public Affairs & Media Inquiries:

Phone: 614-644-1111
Fax: 614-446-4490

Uniform Accounting Network (UAN):

Phone: 800-833-8261
Fax: 877-272-0088
Email: UAN_Support@ohioauditor.gov

Special Investigations Unit (SIU):
Phone: 614-644-4312

Fraud Hotline:
866-FRAUD-OH (866-372-8364)

Public Records Hotline:
Phone: 888-877-7760



Senior Administration

Dave Yost Brenda Rinehart Tony Tanner
Auditor of State Chief of Staff Deputy Chief of Staff

Robert Hinkle Robert Cupp Bill Owen
Deputy Chief Auditor Chief Legal Counsel Senior Policy Advisor

&

Carrie Bartunek Shawn Busken Danny Cecil
Public Affairs Director Legislative Director Ohio Performance Team Director
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Columbus City Schools Audit

Attendance Data “Scrubbing” and Grade Manipulation

Grade Changes.

# of Letter Grade Changes by Month

-
—
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A special audit of Columbus City
Schools released in FY 2014
revealed a top-down culture of
data manipulation and employee
intimidation — involving altering
attendance records and changing
grades. Among those tested,
99% of erased absences and
83.5% of grade changes were
not supported with appropriate
documentation.




History

The Columbus City School District’s internal auditor
contacted the Auditor of State’s office concerning absences
improperly deleted from the district’s attendance records.
The Auditor of State’s office requested further review by
the school district’s internal auditor. In June 2012, the
Auditor of State’s office met with the Columbus City
Schools’ internal auditor to discuss the results of her
internal audit on student withdrawal activity. Meanwhile,
similar activity in two other school districts was brought
to the Auditor of State’s attention. Auditor Yost launched a
statewide audit of student attendance data in July 2012.

During the course of the statewide audit, concerns of grade
changing also were raised at the Columbus City School
District. Due to the expanding depth and scope of fraud
allegations, a separate special audit at the Columbus City
School District was launched in November 2012.

Auditors and investigators conducted work based on nine
objectives and reviewed information for the period of July
1, 2010 through June 30, 2011. Overall, the special audit
found a troubling lack of documentation and records,
inconsistently followed business rules, and unacceptably
high data error rates.

Results

Interviews with more than 230 teachers, 40 principals and
assistant principals, 20 office personnel and 25 Kingswood
data center employees revealed a top-down culture of

data manipulation and employee intimidation. They also
confirmed the process of withdrawing and re-enrolling
students with poor attendance and poor Ohio Graduation
Test scores. By doing so, these students’ test scores were
“rolled up” to the state and not included in the district’s

report card score.

The data indicated that in one instance 374 students were
withdrawn and re-enrolled on the same day. The Auditor of
State’s Special Investigations Unit (SIU) selected 106 high
school student files for an extensive review and executed

a search warrant on May 2, 2013 to receive the files. Of
106 students examined, the district could only provide
documentation to support two withdrawals and could not
provide any documentation to support re-enrollments.

A review of a sample of 200 letter grade changes found that

COLUMBUS CITY SCHOOLS AUDIT

Sound decisions
about our children’s
education depend
on accurate records

and a watchful
eye over taxpayer
dollars.

- Auditor of State Dave Yost

83.5% of the data tested did not have documentation to
support the grade changes. Auditors could not determine
whether the grade change was for a reasonable purpose.
Auditors also randomly selected 120 students with
absences retroactively erased during May and June 2011 for
examination. Of the 10,440 collective absences, the district
only provided adequate supporting documentation for four
of the erased absences. In addition, 87% of the 10,440
absences were erased more than 30 days after the date of
the absence.

The audit also reported additional findings and offered
recommendations related to “zombie 12th graders,” course
credits granted through the Virtual Credit Advancement
Program, changes in the number of unexcused absences
during the October Count Week, “drop out” codes, and
mid-year enrollment breaks.

The special audit findings were referred to the Columbus City
Attorney, the Franklin County Prosecutor and the United
States Attorney office for their consideration.

2014 Annual Report | Ohio Auditor of State
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Ohio StOpS Fr aud
Mobile App e

often than
not, a tip from a public

employee or concerned citizen
helps uncover fraud. In FY 2014, the
Auditor of State’s office received 433
In FY 2014, the Auditor of State’s office tips of suspected fraud in government.
As of June 30, 2014, Ohio Stops Fraud
was been downloaded by 437 users

changed the game in the fight against fraud

with the Ohio Stops Fraud mobile application, YT
unveiled in January. The Ohio Stops Fraud app first six months.
took the Auditor of State’s office mobile and

allows both iPhone and Android users to report

suspected fraud anywhere, anytime.
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Before Ohio Stops Fraud, tips were traditionally received through our fraud hotline,
website or snail mail. Now, it’s even easier to report fraud with the app’s unique features.

The goal of Ohio Stops Fraud is to help ensure Ohio’s tax dollars are used properly. By

placing this tool in the hands of every Ohioan, the Auditor of State’s office is building an
army of citizen auditors to help fight fraud together.

To download Ohio Stops Fraud, visit the Google Play Store or the Apple App Store.

Ohio Stops Fraud Features

(1] (2] (3] (4]

Complete a mobile report Attach evidence using a Submit the location of the Talk about what happened
or call an investigator photo or video fraud with the GPS with a voice recorder
po— — e — e = e =
( = \ ( = ) = \ ( = \
I 2 I . i . i o
| | | |
= = ; G
Fraud Report Suspect Location Description
Who is committing fraud? ¢ Where is the fraud taking place? . What happened?
My location:
@ Report it
| don't know:
Or use the voice recorder to tell us
Do you have evidence of fraud? what happened:

( Call an Name of publicly funded agency or

\3 Investigator m é:] organization: @

O N O Q O 2} O X
e e e e
@ Every Obio Stops Fraud user receives an Anonymous @ The app also provides a “find it” feature to allow
ID Number that is unique to their device. A user’s users to track the progress of their complaint. A
identity is anonymous by default, but there is an news section connects users with what's happening
option to give a name and contact information to at the Auditor of State’s office - including stories
allow an investigator to follow-up on the tip. about potential fraud around Ohio.
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ShareOhio.gov

Helping Local Governments Share Equipment, Save Dollars

What local governments can do on ShareOhio:

Enter equipment to Search neighboring
@ make it available for @ communities’ equipment
sharing. to find needed resources
available for loan.

The one-stop shop to help communities share
resources, save taxpayer dollars and
better utilize equipment.

26 2014 Annual Report | Ohio Auditor of State




Track utilization

Keep track of inventory
@ rates of equipment

within each department

and facilitate internal
equipment sharing.

The Share Ohio initiative was
launched near the end of FY 2014

to help neighboring communities
share resources. ShareOhio.gov

is designed to make it easier for

local governments to share capital
equipment to save tax dollars and get
efficient use of existing assets.

At no cost to local governments,
ShareOhio.gov allows entities
to enter heavy equipment into a

database for the purpose of loaning

to and borrowing from other nearby
communities. Users may track
inventory within each department
and facilitate internal sharing of
equipment. To help management
make better inventory decisions,
ShareOhio.gov also includes a feature

that measures utilization rates for
each piece of equipment and provides
a variety of reports to monitor usage.

The impetus for Share Ohio came
from an Auditor of State 2012
equipment utilization study of

24 governments in Lake County.

The study found that some capital
equipment was used as little as 3
percent of the time, or about one

day a month. The results clearly
supported the need for better tracking
and sharing of equipment to boost

usage rates and save tax dollars

Interest in ShareOhio.gov quickly
grew across the state with 35 local
governments registered in just the

first few weeks of operation.

within each entity.
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The GASB 68 Standard

Proactive Guidance on New Reporting Standards

GASB 68 requires
governments that
provide defined
benefit pensions to
recognize their long-
term obligation for
pension benefits as
a liability on their
financial statements.
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During FY 2014, the Auditor

of State’s office took a proactive
approach to help local governments
comply with the Government
Accounting Standards Board (GASB)
issued Statement 68.

The new standard requires
governments that provide defined
benefit pensions to recognize their
long-term obligation for pension
benefits as a liability on their
financial statements. GASB states
that pension obligations are part
of the “employment exchange,”
and should be reported by the
government as a liability since they

received the benefit of the exchange.

The concern in Ohio is that the

GASB 68 requirement could
dramatically distort the financial
condition of a local government and

affect bond ratings.

To address this concern, Auditor Yost
worked with staff to create GASB 68
guidance for local governments. He
also met with representatives from
Moody’s and Fitch Ratings Agencies
to discuss GASB 68 and confirm

that ratings are not affected.

Additionally, Auditor Yost traveled
the state, offering GASB 68 forums
to fiscal officers. More forums are
planned for FY 2015. The office also
will issue a bulletin in the coming
year that includes a sample financial

statement and footnote disclosure.

To comply with GASB 68, the
Auditor of State’s office suggests
reporting the proportionate share
of unfunded pension liability as a
separate line item on the Statement
of Net Position, with the detail

of multiple pension systems’
participation in the footnotes.
Governments should also include
language in the Management
Discussion & Analysis (MD&A) that
explains Ohio’s legal environment
and the limitations on enforcement
of the unfunded pension liability as

against the local government.

The Auditor of State’s office
continues to work with Ohio’s local
governments and pension systems to

provide assistance where necessary.

2014 Annual Report | Ohio Auditor of State 29




DAVE YOST
OHIO AUDITOR OF STATE

88 E. BROAD STREET
COLUMBUS, OHIO 43215

PHONE: 800-282-0370
FAX: 614-466-4490

WWW.OHIOAUDITOR.GOV




