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EXECUTIVE SUMMARY

May 6, 2014
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Marietta, Georgia 30064

Georgia Code Section 20-2-491 requires public school systems to obtain continuing performance
audits for expenditures of sales tax for capital outlay if the tax generates or is reasonably
anticipated to generate $5 million or more annually. The independent performance audit shall:

. Include a goal of ensuring, to the maximum extent possible, that the tax funds are
expended efficiently and economically so as to ensure that the school district receives the
maximum benefit for the dollars collected.

. Provide for issuance of periodic reports, not less than once annually, with respect to the
extent to which the expenditures are expended efficiently and economically as outlined
above.

. Provide for issuance of periodic public recommendations, not less than annually, for

improvements in meeting the goal specified above.

The Special Purpose Local Option Sales Tax (SPLOST) is a referendum voted and approved by
Cobb County voters in which one percent is added to the local sales tax for the purpose of
funding building and renovation projects that would otherwise require financing through
increased property taxes. SPLOST funds are also available for retiring general obligation bond
debts incurred with respect only to capital outlay projects and to issue new general obligation
bonds for specific capital outlay projects.




During the year ended December 31, 2013, SPLOST III expenditures were as follows:

(In Thousands)
Category Original Budget Revised Budget Expended Encumbered  Uncommitted % Committed
New / Replacement Facilities $ 101,655 $ 65,561 % 64,057 $ 1254 % 250 100 %
Additions /Modifications 213,164 247,769 220,630 4,814 22,325 91 %
Maintenance / Renovation 225,758 89,851 69,775 1,857 18,219 80 %
Land 15,000 12,000 8,693 - 3,307 72 %
Curriculum / Technology 109,770 97,904 85,830 63 12,011 88 %
Safety & Support 132,309 107,065 80,318 4,237 22,510 79 %
Program Management - 8,200 5,267 70 2,863 65 %
Contingency - 3,142 - - 3,142 - %

TOTAL PROJECTS $ 797,656 § 631,492 § 534,570 $ 12,295 § 84,627 87 %

We reviewed SPLOST III expenditures incurred in 2013 related to the projects listed above.
Total expenditures reviewed represented approximately 38 percent of the total SPLOST III
expenditures incurred in 2013.

It is important to note that our audit procedures did not extend to the District's SPLOST I and II
Programs.

The Cobb County School District ("CCSD") works under the direction of the School Board and
its Superintendent. Projects selected for SPLOST funding are approved by the School Board.
The CCSD employs a SPLOST Accountability Manager to monitor bidding for projects to
ensure that construction and design stay within costs and are completed on time. The Board of
Education has also appointed the Facilities and Technology Review Committee. The committee
meets monthly to review all bids and verify the SPLOST program is operating efficiently. In
conjunction with this, the large projects use the Design, Build, Bid method (DBB). CCSD
believes this model is the best way to get the lowest price for construction projects. Under the
DBB method all aspects of the construction projects are handled in house and competitive bids
are received for each phase of the project.

Our audit was performed in accordance with standards applicable to performance audits
contained in the Governmental Auditing Standards, issued by the Comptroller General of the
United States of America. Based on our procedures for the year ended December 31, 2013, we
have identified no instances of non-compliance with applicable laws and regulations that apply to
capital outlay expenditures funded by SPLOST, and have concluded that the Cobb County
School District is operating the SPLOST program in an economical and efficient manner and
safeguarding and maximizing SPLOST funds in accordance with Georgia State Code.

Batrolocto i, 11P



AUDIT SCOPE, OBJECTIVES AND METHODOLOGY

Audit Scope
Bates, Carter & Co., LLP was engaged to conduct a performance audit of the SPLOST III

program for the year ended December 31, 2013. This audit was conducted at the request of the
Cobb County School District ("CCSD"). The audit was planned and performed in accordance
with standards applicable to performance audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States of America. The audit focused on the
CCSD's compliance with state legislation and the receipt and expenditure of sales tax proceeds
for allowable SPLOST III educational purposes.

Audit Objectives
The purpose and objectives of the Performance Audit as outlined in the School District's Request
for Proposal are as follows:

. Ensure to the maximum extent possible tax funds are expended efficiently and
economically, so as to secure to the District the maximum possible benefit from the tax
dollars collected.

o The sales tax proceeds are being disbursed in compliance with the SPLOST III
Resolution approved by the Board on June 11, 2008.

o The sales tax proceeds are being disbursed in a fiscally responsible manner.

) Adequate administrative controls have been established to ensure the proper
management of the sales tax proceeds received by the District.

o The District's construction project expenditures are comparable to other school
systems' building construction program expenditures in the metro Atlanta area.

o The District's technological expenditures are reasonable considering the volatile
market environment for these products.

o Investment of the sales tax proceeds received by the District has been conducted

in a sound fiscal manner.

U Provide for the issuance of periodic public reports at least annually with respect to the
extent to which expenditures are meeting the goal described above.

. Provide for the issuance of periodic public recommendations at least annually for
improvements meeting the goal described above.

These objectives are consistent with the requirements of Georgia Code Section 20-2-491.



Audit Methodology

An audit performed under Govermmental Auditing Standards must be adequately planned,
performed, and supervised. The following details some of the significant phases of the
engagement:

. Plan the engagement and obtain a written understanding of the scope and objectives of
the audit.

. Document our understanding of the internal control environment related to the
expenditures of the SPLOST III funds.

. Prepare an audit program based on audit objectives and the control environment to

include the following steps:
o Conduct interviews with CCSD staff members responsible for the SPLOST III

program.

o Review bidding procedures to ensure that there is a variety of vendors used,
vendors are qualified, and that the lowest qualified vendor bid was selected on
projects.

. Review a sample of 50 expenditures.

o Review expenditures over $1 million.

. Review specific expenditures included in Project 8863 - Buses, Vehicles and
Equipment.

Conclude the audit and prepare a draft report.

o Obtain management input and representations and finalize report.



FINDINGS SUMMARY., CONCLUSIONS AND MANAGEMENT COMMENTS

Objective 1:

Determine that the sales tax proceeds are being disbursed in compliance with the SPLOST Il
Resolution approved by the Board on June 11, 2008.

We interviewed the Senior Executive Director of SPLOST and the West Area Director of
SPLOST.

We reviewed the resolution approved by the voters. '

We reviewed the SPLOST III notebook and compared a list of projects to the resolution
and to the Consolidated Management Report.

We tested a sample of expenditures and verified it was included in the SPLOST III
notebook.

Conclusion
Based on our procedures, there were no findings and we conclude that the CCSD SPLOST III
proceeds were disbursed in compliance with the SPLOST III Resolution.

Objective 2:

Determine that sales tax proceeds are being disbursed in a fiscally responsible manner.

We conducted interviews to understand how projects are chosen and how priorities are
made among projects.

We reviewed board minutes to verify that projects were brought before the board and
were voted on before the start of the project if applicable.

We reviewed a sample of disbursements to verify that costs were properly identified as
SPLOST III, were properly reviewed and authorized by appropriate personnel, and were
properly coded to a SPLOST III account.

We gained an understanding of the bid process for contracts and tested
to ensure the process was being followed according to board policy.

We gained an understanding of the various project models to ensure that the best method
is used and sound procurement policies are followed.

We reviewed four projects files.

Conclusion:

Based on our procedures, there were no material findings and we conclude that the CCSD
SPLOST III program is following sound procurement procedures and are being disbursed in a
fiscally responsible manner.



Objective 3:

To determine if adequate administrative controls have been established to ensure the proper
management of the sales tax proceeds received by the District.

o We conducted interviews with the Capital Projects Finance Manager to identify how
costs and use of funding of SPLOST III monies are determined, how it is classified, and
ultimately recorded in the general ledger.

. We reviewed a sample of disbursements to verify proper coding as well as the SPLOST
III related general ledger accounts to verify that expenditures were recorded correctly.
o Reviewed approved policies and procedures related to purchasing policy, board policy for

contractors and architects, and change orders.

Conclusion:

Based on our audit procedures, we conclude that the CCSD SPLOST III administrative controls
have been established to ensure the proper management of the sales tax proceeds received by the
District.

Objective 4:

The District's construction project expenditures are comparable to other school systems' building
construction program expenditures in the metro Atlanta area.

Conclusion:

Based on a cost comparison report by RS Means Company and the 19th Annual School
Construction Report (published in February 2104) by the School Planning and Management
magazine which reviews construction costs for the year 2013, it appears that the CCSD new
school construction cost per square foot is comparable to or lower than the average cost per
square foot for local, statewide, and regional school districts for the year ending December 31,
2013. We used the Smyrna Area Replacement School in our comparison as it was the only NEW
school that was completed during 2013.

Objective 5:

Determine the District's technological expenditures are reasonable considering the volatile
market environment for these products.

. We reviewed the process for acquisition of technology equipment to ensure that the
process for soliciting and evaluating proposals and bids is adequate, promotes active
competition among vendors, and is in compliance with the approved policies and

procedures.

o We reviewed board minutes to verify that projects were brought before the board and
were voted on before the start of the project.

. We reviewed a sample of technology expenditures.
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Conclusion:
Based on our procedures, we conclude that the SPLOST III technological expenditures made in
2013 are reasonable considering the potentially volatile market environment for these products.

Objective 6:

To determine that the investment of the sales tax SPLOST III proceeds received by the District
has been conducted in a sound fiscal manner.

. We conducted interviews with the personnel responsible for the cash management to
identify how funds are invested. The School System invests monies in an interest bearing
account with BB&T and Georgia Fund 1.

. We reviewed the investment vehicle to determine its validity and compared that to the
other investment options.
. We compared investment earnings to the average yields of Georgia Fund 1 and S&P's

Rated Government Investment Index.

Conclusion:
Based on our audit procedures, we conclude that the SPLOST III sales tax proceeds are being
invested in a sound fiscal manner.

Objective 7:

To provide for the issuance of periodic public reports at-least annually with respect to the extent
to which expenditures are meeting the goal described above.

Conclusion:

This objective has been met with the issuance of this report to the Cobb County Board of
Education. Additionally the Facilities and Technology Citizens Oversight Committee issued its
2013 Annual Report which is available on the CCSD website.

Objective 8:

To provide for the issuance of periodic public recommendations at least annually for
improvements meeting the goal described above.

Conclusion

This objective has been met with the issuance of this report to the Cobb County Board of
Education. Additionally the Facilities and Technology Citizens Oversight Committee issued its
2013 Annual Report which is available on the CCSD website.



