Auditor of State
Betty Montgomery

MANAGEMENT LETTER

Judiciary/Supreme Court of Ohio
65 South Front St.
Columbus, Ohio 43215

The Judiclary/Supreme Caurt of Ohio (the Court) is part of the primary gavernment of the State of Ohio.
In accordance with Governmen! Auditing Standards applicable fo financial audits, we have audited the
basic financial statements of the State of Ohio as of and for the year ended June 30, 2003, and have
Issued our report theraon dated December 12, 2003. We very much appreciate your comments made to
date and have taken them inta account for the preparation of this latter.

Gavernment Autliting Standards also requirs that we describa the scope of aur tasting of compliance with
laws and regulations and internal contrais over financial raporting and repart any Irregularities, illegal acts,
other material noncompliance and reportable conditions in the internal controls. We have issued a report
on complianca and internal controls over financial reporting required by Government Auditing Standards
as of and for the year ended June 30, 2003. The procedures we performed at your agency did not result
in the Identification of any material noncompliance or raportable conditions in internal control that raquirad
inclusion in the statewide raport described abave.

We are also submitting for your consideration the following commsnt on applicable federal laws and
regulations. These cammants reflect matters that, while in our opinlon do not represent reportable
conditions in internal contral, we believe represent matters for which improvemants in internal controls or

. operatianal efflciencies might be achieved. Due to the limited nature of our audit, we have not fully

assessed the cost-benefit relationship of implementing the recommendations suggested below.
However, these comments reflact our continuing dasire to assist your agency. If you have queslions or
concerns regarding these comments, please do not hesitate to contact us.

1. REPORTING OF TAXABLE PERSONAL USE OF STATE-OWNED VEHICLES

Tha Internal Revenue Service (IRS), by way of the Internal Revenue Cade (Titla 26 of the United
States Code), requires an employer to annually report all applicable wages and fringe benefits earmed
by its employees during the previous calendar year. The IRS further holds that allowing an employee
persanal use of a business vehicle constitutes a taxable benefit which must be reported on the
annual Wage and Tax Statement (Form W-2) provided to the employea.

The Supreme Court provides vehicles to each of the Court's seven justices for use in the
performance of their Court-related duties. Court resolutions also aliow for some personal use of
these vehicles, provided that each Justice account for his or her parsanal use of the vehicle and report
such use as a taxable benefit to all appropriate taxing authorltles. However, the Court itself dass not
manitor or account for any personal use of Court vehicles provided to the justices, and consequently
does not report this information on the annual W-2 forms provided ta the justices. The Cour also
does not have any formal policles and procedures for accounting for the personal use of Court-
provided vehicles by the justices.
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1.

REPORTING OF TAXABLE PERSONAL USE OF STATE-OWNED VEHICLES (continued)

Without procedures in place which provide for proper accounting of the personal use of Court-
provided vehicles and for proper reporting of the taxable benefits thereof, the Court may be unable to
comply with the aforementioned IRS regulations. Furthermors, without reporting these taxzble
benefits on the W-2 forms provided to the justices, there is a possible increased frisk of the jusuces
reporting Inaccurate income infarmation when filing their incoma tax returns with the IRS.

We recommend the Supreme Court develop and implement formal policies and procedures for
determining the taxable benefits received by each justice from his or her personal use of a Court-
provided vehicle, and for reporting this information to the justices and the IRS on their W-2 farms.
Such policies could include having the justices malintain logs detailing their persoral use of these
vehicles, and then submitfing them to tha Court's fiscal office for use in determining the proper
amount to be reported as a taxable bensfit.

On March 22, 2004, we held an exlt conference with the management of the Supreme Court in which we
discussed ths contents of this letter. The Court has chosen ta respond to the contents of this lefter. A
copy of their response can be obtained from Chris Davey, Director of Public Information, at (614) 387-
9250.

This letter is intended for the information and use of State of Ohio management and the Ohio General
Assembly and s not intended to be and should not be used by anyana other than these specifiad parties.

. Betty Montgomery
Audiltar of State

February 24, 2004
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