
COBB COUNTY SCHOOL DISTRICT
 

COMPLIANCE AND PERFORMANCE AUDIT
 
SPECIAL PURPOSE LOCAL OPTION SALES TAX # III
 

Year Ended
 
December 31, 2010
 



COBB COUNTY SCHOOL DISTRICT 
COMPLIANCE AND PERFORMANCE AUDIT 

TABLE OF CONTENTS 

PAGE 

Executive Summary 1-2 

Audit Scope , Objectives and Methodology 3-4 

Findings Summary, Conclusions and Management Comments 5-7 



--
BUSINESS ADVISORS AND C PAS 

PH 770 5 32.9131 

r-x 770 .53 6 .5 223 
/ 5 25 C A N O LE R S T RE n , N E 

PO DRAWE R 2 3 9 6 BatesCarter GAI N E S V I L L £. , G EO R G IA 305 0 3 

WWW.8AT ESC A R T En.C O M Exceeding explYla l inn". A lw,l\ <;. 

EXECUTIVE SUMMARY 

April 25, 2011 

Board of Education 
Cobb County School District 
440 Glover Street 
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 doll ars collected . 

•	 Provide for issuance of periodic reports , not Jess 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 Speci al Purpose Local Option Sales Tax (SPLOST) is a referendum voted and approved by 
Cobb County voters in whi ch one percent is added to the local sales tax for the purpose of 
funding building and renovation projects that would otherwise requi re financing throu gh 
increased property taxes . SPLOST funds are also available for retir ing general obligation bond 
debt s incurred with respect only to capita l outlay projects and to issue new general obligation 
bonds for specific capital outlay projects. 



During the year ended December 31,2010, SPLOST III expenditures were as follows : 

(In Th ousands) 

Category Original Budget Revised Budget Expended Encumbered Uncommitted % Committed 

New / Replacement Facilities s 101,655 $ 79,117 s 9,350 $ 9,0 09 s 60,758 23 % 

Additions !Modifications 213, 164 2 11,988 22,623 49,288 140,0 77 34 % 
Maintenance / Renovation 22 5,75 8 12 1,244 24 ,057 1,595 95,592 21 % 

Land 15,000 12,000 118 11,882 1 % 
Curriculum / Technology 109,770 88,053 41 ,230 53 46,77 0 47 % 
Safety & Support 132,309 105,320 27,31 6 1,731 76,273 28 % 

Program Management 8,20 0 1,167 7,033 14 % 
Contingency 898 898 % 

TOTAL PROJECTS $ 797,6 56 $ 626,820 $ 125,861 s 6 1,676 s 439,283 30 % 

We reviewed SPLOST III expenditures incurred in 2010 related to the projects listed above. 
Total expenditures reviewed represented approximately twenty-two percent of the total SPLOST 
III expenditures incurred in 2010. 

It is important to note that our audit procedures did not extend to the District's SPLOST 1 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, 2010, 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. 
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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, 2010. 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. 

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

•	 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. 

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

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

•	 Investment of the sales tax proceeds received by the District has been conducted 
in a sound fiscal manner. 

•	 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 . 
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Audit Methodology
 
An audit performed under Governmental 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: 

• Conduct interviews with CCSD staff members responsible for the SPLOST III 
program. 

• 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. 

• Conclude the audit and prepare a draft report. 

• Obtain management input and representations and finalize report. 
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FINDINGS SUMMARY, CONCLUSIONS AND MANAGEMENT COMMENTS
 

Objective 1:
 
Determine that the sales tax proceeds are being disbursed in compliance with the SPLOST III
 
Resol ution approved by the Board on June II , 2008.
 

•	 We interviewed the Capital Projects Finance Manager, SPLOST Accountability Manager, 
and Director of Construction. 

•	 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. 

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 .
 

The SPLOST III notebook includes routine painting costs of $33 ,089,368 (4.15% of the total
 
budget) and were incurred in connection with renovation projects at many of the School
 
District 's school facilities . Such painting expenditures were capitalized as a part of the capital
 
assets of the School District in the aud ited basic financial statements for the fisc al year ended
 
June 30, 2009. An unqualified opinion with respect to the fiscal year ended June 30,2009 audit
 
was provided by Ross Lane & Co . The management of the School District has determined that
 
painting expenditures incurred in connection with renovation projects will be capitalized as
 
capital assets of the School District. The painting expenditures are significant expenditures of the
 
SPLOST Fund. We have not made a separate determination of whether the painting expenditures
 
constitute capital outlay expenditures under SPLOST law .
 

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 conducted interviews with the Capital Projects Finance Manager, Director of 

Budgeting Services, and the Chief Administrative Officer of SPLOST programs 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 that costs were properly identified as 
SPLOST III, were properly reviewed and authori zed 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 .
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•	 We reviewed four projects files and conducted three site visits. 

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 marmer.
 

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.
 

•	 We conducted interviews with the Capital Projects Finance Manager, Director of 
Budgeting Services, and the Chief Administrative Officer of SPLOST programs 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. 

•	 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:
 
This objective is not applicable for the year ending December 31, 2010 due to the fact that no
 
major projects for SPLOST III were completed in 2010 related to the construction projects.
 

Objective 5:
 
Determine the District's technological expenditures are reasonable considering the volatile
 
market environment for these products.
 

•	 We conducted interviews with the Director of Procurement to determine procedures 
utilized for the acquisition of technology equipment. 

•	 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. 

•	 We reviewed one project file to ensure the bid process was followed appropriately and 
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that the lowest bid was accepted for the project. 

•	 We reviewed board minutes to verify that projects were brought before the board and 
were voted on before the start of the proj ect. 

Conclusion:
 
Based on our procedures, we conclude that the SPLOST III technological expenditures made in
 
20 I0 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 I 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:
 
Thi s objective has been met with the Issuance of this report to the Cobb County Board of
 
Education .
 

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.
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