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March 2, 2018 
 
 
 
Members of the Utah State Board of Education 
 

Sydnee Dickson, State Superintendent of Public Instruction 
Utah State Board of Education 
 

Tom Ness, Chief Financial Officer 
Waterford Institute 
 
 
We have applied the procedures described below to certain aspects of the Waterford Institute’s 
(Waterford) use of funds for the UPSTART Program for the period of July 1, 2016 through June 
30, 2017 (fiscal year 2017). The procedures performed were selected based on our determination of 
significant compliance requirements. We determined the significant compliance requirements by 
reviewing Utah Code 53A-1a-1000 through 1006 and the amended contract between Waterford and 
the Utah State Board of Education (USBE) related to the UPSTART Program. The significant 
compliance requirements included the following four areas: 1) Use of Funds, 2) Number of Children 
Served, 3) Low-income Family Participation, and 4) Limitation of Funding for Program Evaluation. 
We requested and obtained the necessary documentation from Waterford and the USBE.  The 
results of our procedures are as follows: 
 
1. Use of Funds 

 
The contract and related amendments provide a detailed budget for allowable expenditures 
including licenses, internet, hardware, personnel, etc.  We obtained a listing from the USBE of 
reimbursements paid to Waterford for fiscal year 2017.  Of the 21 reimbursements paid to 
Waterford, we selected and reviewed 5 reimbursements (24% of the invoices and 83% of the 
dollars spent for the program). For the items selected, we obtained the detailed documentation 
from Waterford to ensure that the expenditures were in compliance with the related 
contract/amendments. Based on the procedures performed, we noted unallowable expenditures 
(see Finding No. 2). We determined that the total annual expenditures did not exceed budgeted 
amounts established by the contract. 

 
2. Number of Children Served 
 

The contract and related amendments require that Waterford serve a minimum number of 
children in the UPSTART Program for fiscal year 2017 (budgeted to serve 7,390 children).  We 
obtained a listing of the students and reviewed Waterford’s records for 25 students to determine 
appropriate participation in the program.  Based on the procedures performed, Waterford served 
7,766 total students for fiscal year 2017.  We determined that Waterford served the minimum 
number of students as required by the contract. 
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3. Low-income Family Participation 
 

Utah Code 53A-1a-1004 requires that at least 30% of the preschool children participating in the 
UPSTART program be from low-income families (defined by Utah Code as below 185% of the 
federal poverty guideline). Such eligible families are provided with computers and internet 
service to operate the instructional software.  We reviewed Waterford’s records to determine 
whether the students were from low-income families.  Based on the procedures performed, 31% 
of the students were determined to be from low-income families, and thus, Waterford properly 
complied with the requirement.  However, we noted that Waterford relies on the applicant’s self 
declaration of income rather than requesting documentation supporting the family’s income to 
determine whether they meet the low-income threshold (see Finding No. 1).   

 
4. Limitation of Funding for Program Evaluation 
 

Utah Code 53A-1a-1006(3) requires that no more than 7.5% of the money appropriated by the 
Utah State Legislature for the UPSTART Program, excluding funds used to provide computers, 
peripheral equipment, and internet service to families, be used for the evaluation of the program. 
The USBE oversees the evaluation of the program and, based on our review of the 
contract/amendments and related expenditures through June 30, 2017, has complied with the 
funding limitation for program evaluation. 

 
Our procedures were more limited than would be necessary to express an audit opinion on 
compliance.  Accordingly, we do not express an opinion.  Alternatively, we have identified the 
procedures we performed and the findings resulting from those procedures.  Had we performed 
additional procedures, other matters might have come to our attention that would have been reported 
to you. 
 
This report is a matter of public record and its distribution is not limited. 
 
By its nature, this report focuses on exceptions, weaknesses, and problems.  This focus should not 
be understood to mean there are not also various strengths and accomplishments.  We appreciate 
the courtesy and assistance extended to us by the personnel of Waterford and the USBE during the 
course of the review, and we look forward to a continuing professional relationship.  If you have 
any questions, please contact me. 
 
Sincerely, 
 
 
 
Hollie Andrus, CPA 
Audit Director 
801-808-0467 
handrus@utah.gov 
 
cc: Scott Jones, Deputy Superintendent of Operations, Utah State Board of Education 
 Debbie Davis, CPA, Internal Audit Director, Utah State Board of Education 
 Claudia Miner, UPSTART Program Director, Waterford Institute 
 Jonathan Ball, Director, Office of Legislative Fiscal Analyst 
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FINDINGS AND RECOMMENDATIONS 
 
 

1. INADEQUATE INDEPENDENT VERIFICATION OF LOW-INCOME 
REQUIREMENTS 
 
According to Utah Code 53A-a1-1004(2)(b), at least 30 percent of UPSTART participants 
must be from households considered low income.  In our review of the Waterford Institute’s 
(Waterford) participant determination for the UPSTART program for the period July 1, 2016 
through June 30, 2017, we noted the Utah State Board of Education (USBE) did not request 
documentation (e.g. pay stubs, W-2, tax returns, etc.) to verify the family income levels of low-
income UPSTART applicants. Effective Fall 2017, Utah Code 53A-1a-1004 allows Waterford 
to use a self-verification application to assess the family income levels; however, this does not 
preclude USBE from independently verifying the family income levels. USBE’s contract with 
Waterford does not specify how USBE should be collecting or verifying the participants’ 
income information.  A program based solely on self-reporting with no aspect of independent 
verification is prone to abuse.  As such, either a sample to test low-income status or an 
elimination of the income requirement would be appropriate.  Insufficient income verification 
could cause noncompliance with the minimum 30% low-income family requirement.  In 
addition, ineligible participants could improperly receive state assistance, such as a computer 
and/or internet services. 
 
Recommendation: 
 
We recommend USBE implement procedures to verify on a sample basis family income for 
those families receiving low-income assistance. 
 
Response from Waterford: 
 
This finding is a continuation of a similar finding from the prior year.  Upon the publication of 
the prior year finding, the Utah Legislation amended the authorizing legislation for this 
program via SB0262 to provide guidance to the contractor administering the program that a 
form which relies on self-attestation by a participant’s parent or guardian may suffice for 
income verification and that the contractor may elect to obtain additional documentation but is 
not required to do so.  Waterford is operating the program going forward based on the 
guidance from the new legislation therefore no future corrective action is necessary. 
 
Response from USBE: 
 
See Attachment A 
 
Auditor’s Concluding Remark on Response from USBE: 
 
While Waterford may use a self-verification application, the USBE would be irresponsible in 
its fiscal oversight if it relied exclusively on self-reported income information.  
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2. UNALLOWABLE BILLING FOR INTERNET SERVICES 
 
We reviewed 5 of the 21 reimbursements paid to Waterford by USBE to test for the appropriate 
use of fiscal year 2017 UPSTART funds. One reimbursement included payment of $13,470 for 
internet services; however, $38 of this amount was for internet services for two individuals 
who were not enrolled in the UPSTART program. The two individuals were originally enrolled 
in the UPSTART program, but failed to attend the mandatory training, thus forfeiting their 
enrollment. However, Waterford did not terminate the individuals’ internet services when the 
training was missed. USBE should pay for allowable charges for only eligible UPSTART 
participants. 
 
Recommendation: 
 
We recommend: 1) Waterford request reimbursement for allowable charges for only 
eligible UPSTART participants; 2) USBE reimburse Waterford for allowable charges for 
only eligible UPSTART participants; and 3) USBE recover inappropriate 
reimbursements paid to Waterford. 
 
Response from Waterford: 
 
Because immediate use upon completion of training is viewed as a critical element of the 
program, the Internet services are provisioned upon scheduling an eligible participant for 
training.  Upon their not participating in their training nor a subsequently scheduled training, 
the internet service should be shut off.  The State Auditor is correct to identify these bills as 
ones that should have been terminated.  At the outset of the program for State Fiscal Year 
2018, our contract for services rendered has been modified such that this kind of expense is no 
longer to be reimbursed by the State and therefore no future corrective action is necessary. 
 
Response from USBE: 
 
See Attachment A 
 



February 28, 2018 

Ms. Hollie Andrus, CPA 
Office of the State Auditor 
Utah State Capitol Complex 
East Office Building, Suite E310 
P.O. Box 143210 
Salt Lake City, UT 84114-2310 

Dear Ms. Andrus: 

We appreciate the opportunity to respond to the findings and recommendations in 
Report No. 17-29: Report on a Limited Review of Contractor’s Use of UPSTART 
Funds. We view all audits as integral parts of our design towards continuous learning 
and improvement. The UPSTART program is a valuable part of our objective to ensure 
individual students are prepared for their post high school pathways. 

Finding 1: Low-Income Status Not Verified 
Recommendation(s): We recommend the Utah State Board of Education (USBE) 
implement procedures to verify, on a sample basis, family income for those families 
receiving low-income assistance.  

USBE Response: We concur with this finding and the recommendation(s). Effective 
Fall 2017, Utah Code 53A-1a-1004 allows Waterford to use a self-verification 
application to assess the family income levels. The USBE is not required by statute or 
board rule to do anything further than verify that the self-verification by the applicant is 
filed. However, we will take your recommendation and establish meaningful and 
productive ways of sampling family income with the Department of Workforce 
Services.  Our goal is to not unnecessarily intrude on the families while at the same 
time meet our fiscal responsibilities.  We will update our board and your office 
periodically on the progress we make towards the ability to sample the income of the 
families.   

Finding 2: Unallowable Billing for Internet Services 
Recommendation(s): 1) Waterford request reimbursement for allowable charges for 
only eligible UPSTART participants; 2) USBE reimburse Waterford for allowable 
charges for only eligible UPSTART participants; and 3) USBE recover inappropriate 
reimbursements paid to Waterford. 
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USBE Response: We partially concur with the findings and the recommendations. For 
this finding, we understand that only $38 of the sampled reimbursement is the ineligible 
amount. Recovery operations for such a small amount is cost prohibitive from both an 
employee hourly rate and time perspective. USBE will ensure recovery of funds occurs 
when the benefit(s) of recovery operations exceeds the cost.  

As part of the ongoing agreement (contract) with Waterford USBE will clearly designate 
that Waterford is responsible for only submitting allowable charges or reimbursements. 

Sincerely, 

Scott Jones 
Deputy Superintendent of Operations 

cc: Mark Huntsman, Utah State Board of Education, Board Chair 
Sydnee Dickson, State Superintendent of Public Instruction Natalie 
Grange, Assistant Superintendent of Financial Operations 
Deborah Jacobson, Director of Finance 
Debbie Davis, Director of Internal Audit 

Ms. Hollie Andrus
February 28, 2018
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