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QOctober 3, 2016

D. Michael! Crites, Esq.

Jennie K. Ferguson, Esq.
Dinsmore & Shohl, LLP

191 W. Nationwide Blvd., Suite 300
Columbus, OH 43215

Re: Wright State University — Research Entity Analysis

Dear Mr. Crites and Ms. Ferguson:

As requested, we provided forensic investigative services to you in your representation of Wright
State University (“WSU" or the “University™) in connection with an investigation involving Wright
State Research Institute ("WSRI™) and Wright State Applied Research Corporation (“"WSARC").
Our work included an analysis of the inflows and outflows of cash in connection with Wright State
Applied Research Corporation (“WSARC") for the fiscal years 2011 through 2015.

For this engagement, we performed the following:
m Data analytics to identify non-government grants, disbursements, etc.;
B Research on select grant providers;
B Research on select vendors; and
B Traced select grants and expenditures to supporting information to confirm validity.

Our report is to provide you with the results of our analysis. Itis not intended to express an opinion
on WSU’s internal controls or financial statements in accordance with standards issued by the
American Institute of Certified Public Accountants.

Minois Chicago * Northwest Chicago Michigan Ann Arbor * Auburn Hills ¢ Detroit » East Lansing » Flint
Grand Rapids - Kalamazoo * Macomb - St. Joseph + Southfield « Traverse City Ohio Cincinnati ¢ Cleveland
Columbus * Toledo China Shanghai India Mumbai Mexico Monterrey plantemoran.com
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BACKGROUND

We were engaged to analyze the inflows and outflows of cash for WSARC for the fiscal years
2011 through 2015. WSARC is a 501(c)(3) corporation that acts as an administrative agency to
provide contracting administration services for WSRI, a segment of WSU. In the current structure,
WSARC is awarded contracts for various research projects to be performed by WSRI. For the
purposes of this report, we refer to the contracts received by WSARC as awards. A large majority
of WSARC's awards are cost recovery contracts whereby WSARC is reimbursed for the cost
incurred to complete the research project per the terms of the award agreement. If WSARC
requires additional resources, it subcontracts work to other entities through subgrant agreements.

The purpose of our analysis was to identify potentially problematic transactions requiring further
review. As findings surfaced throughout our investigation, other requests were made that
increased the scope of our engagement. On August 11, 2015, we presented our initial findings
to WSU's Board of Directors. For this presentation, we had completed our analysis of the
following items:

| H-1B Visa process;

® Named in Grant;

® Grant reporting;

B Contract issues;

m Affiliated entities;

m WSARC disbursements;

® Internal control issues (purchasing, invoice approval, conflict of interest); and
B Best practices going forward.

Subsequent to our presentation, direction was given by counsel fo discontinue analyzing the
aforementioned items and focus on analyzing additional potential issues. Proceeding in the
direction given by counsel, we analyzed the following:

B WSARC payable to WSU;

® Phani Kidambi pay;
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m Purchasing card/debit card process; and

m Select WSRI disbursements.

As requested, we completed the analysis of the additional items and included the findings in our
presentation to WSU's Board of Directors on October 8, 2015. We also presented our findings to
the board leadership and counsel at the Ohic Attorney General's office on November 24, 2015.

It is our understanding that additional information related to the aforementioned items may have
become available subsequent to our analysis; however, the information provided in this report
represents the findings as of the dates of the presentations for which the items were completed.
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PROCEDURES PERFORMED

To perform our analysis we completed the following:

Background research on select entities and individuals utilizing Thomson Reuters
CLEAR! software.

Data analytics using a risk-based scoring system to identify high risk
vendors/transactions.

Analyzed approximately 600 invoices, several award agreements and
corresponding subgrant agreements relating to high risk vendors.

Conducted interviews with project managers, human resource personnel, finance
personne! and affiliated entities personnel in order to understand internal
processes and controls.

Analyzed financial activity of select affiliated entities.
Analyzed H-1B Visa information for the applicants hired during our scope period.
Analyzed items comprising the WSARC payable to WSU.

Reviewed organizational structure and future plans.

1 http:/legalsolutions.thomsonreuters.com/law-products/solutions/clear-investigation-software
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INTERVIEWS

In order to complete our objectives, we conducted interviews with the following individuals?:

m WSU: Robert Sweeney, Executive Vice President for Planning and Secretary to
the Board of Trustees

B WSRIMWSARC: Jason Parker, Executive Director (“Director”)

m WSRIMWSARC: Dennis Andersh, Chief Executive Officer (“CEQ”) and former Chief
Operating Officer {“COQO")

2 WSRIWSARC: Keith Ralston, Chief Financial Officer (“CFQO")

m WSRIWSARC: Richard Maresca, Secretary

m WSRIWSARC/ATIC: Tim Feeser, Contracts Manager

B WSRIMWSARC: Aja Ash, Contracts Administrator

m WSRIWSARC: Keith Grimes, Associate Director/Project Manager

B WSRIWSARC: Michael Corbett, Business Logistics and Purchasing Executive
(“Purchasing Executive™}

B WSRIWSARC: Liz Weisman, (Human) Resource Manager
m WSRIWSARC: Jenny Toth, Recruiting/Onboarding Manager

B ATIC: Janet Erickson, Financial Manager

2 Positions of the individuals identified may have changed due to the restructuring of WSARC subsequent
to our investigation.
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OTHER INDIVIDUALS

Other individuals listed below are mentioned in this report but were not interviewed.
m WSU: Sundaram Narayanan, Provost
B WSU: Ryan Fendley, Senior Advisor to the Provost

m WSU: Dr. Mary Fendley, Ph.D., Assistant Professor in Biomedical Industrial &
Human Factors Engineering

B WSRIWSARC: Terry Rapoch, President
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ANALYSIS

1. H-1B Visa Testing

At the time of our analysis, it was represented to us that there was an ongoing federal investigation
of the H-1B Visa {"Visa") program at WSRIWSARC. Representations made to us were that Visa's
may have been obtained by WSRI'WSARC for individuals who were not performing services for
them, butinstead were working for “clients” who had awarded money to WSRI/WSARC. We were
requested to review select activity within this program to identify if and/or how the supporting
documentation corresponded to the representations. More specifically, we were to determine if
WSRI and/or WSARC utilized the Visa process to obtain foreign labor and contracted these
individuals to external organizations.

We were provided with the following documents:

m WSU H1B List July, 2010 - June, 2015.XLSX: This file was represented to us as
a list of all Visa applicants from July 2010 through June 2015. We were provided
an initial listing on June 15, 2015 and an updated listing on June 29, 2015.

W All awards as of April 2015.xIs: This file was represented to us as a list of all WSRI
awards from clients from WSR! inception to April 30, 2015.

| Payroll registers and payroll allocation journal entries for the WSUMWSRIWSARC
employees paid during our scope period® These entries were utilized by
accounting personnel to “properly allocate” labor costs to specific awards, grants,
and/or University Departments, based upon where those individuals spent their
time. For example, if an employee spent time working on the Web Yoga Spider
Xchange System, then the portion of time they spent on that project would be
allocated to Fund 668311, which was the fund established to track costs for that
project. This ensures that WSUMWSRIMWSARC bills the correct award/entity for
time spent by employees.

3 The payroll allocation entries were provided through May 31, 2015, as the June 30, 2015 entries had not
been completed at the time of our request.
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We performed the following steps to analyze the representations:
Step 1) I/dentify allocations of the Visa applicants on the provided listing.

We identified that 99 of the applicants in the file had payroll costs. Our first task was to compile
a list of funds, by applicant, to which the applicants’ payroll costs were allocated. This allowed us
to identify which projects the applicants worked on. We matched the file containing the applicants’
payroll costs and corresponding funds to the “All awards as of April 2015.xIs” file, which showed
that 33 applicants had time charged to a WSRI/WSARC award®.

Step 2) Identify the percentages of time spent by Visa applicants on awards.

We compared the percentage of labor costs allocated to awards against the Visa applicants’ total
labor costs, in order to quantify the percentage of time spent working on awards (i.e., for clients).
For the 33 individuals, pay was allocated to the WSRI or WSARC awards as follows (adjusted for
Fee Remission Grad Courses):

Percent of Time Allocated to Total
Time Worked/Paid (33 Applicants)

= 100% of Time Allocated

B 94% - 97% of Time Allocated
20% - 50% of time allocated
< 1% of Time Allocated

B 25 applicants (76%) had 100% of their time allocated to awards;

4 After the completion of our analysis of the " applicants, we identified there were other awards/grants to
which applicants had time allocated. This finding was discovered during an analysis related to another
section of the report. Since we had requested all awards and grants for our analysis, we were under the
assumption that WSRI/WSARC complied with our request. These additional payroll allocations were not

analyzed in detail as they were not identified until after we were instructed by Counsel to focus on other
WSARC/MWSRI activities.
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m 3 applicants (9%) had between 94% - 97% of their time allocate to awards;
@ 3 applicants {(9%) had between 20% - 50% of their time allocated to awards; and
m 2 applicants {6%) had less than 1% of their time allocated fo awards.

The following chart details the applicants and the allocation of total pay to awards. Further detail
is provided on Attachment 1:

Percentage of Pay Alliocated

GANAPATHY, SUBHASHINI § 0.2%
ELBASIQUNY, SHERIF M. | 0.7%
GANTI, SATYA R. e B
KIDAMBI, PHANI N. R
ABHYANKAR, KUSHAL D. AN
FUCHI, KAZUKO AR
NADELLA, SRIKANTH TSR

GOGINENI, SANDEEP TERL
VEERAVALLI, SWAPNA TR
T|PIRNEN|, RAJAR. 0 N5
THAPA MAGAR, KAMAN S, LS
SALADI, SRINIVASA R. TREITE
SALADI, KALYAN B. IR
RAVI, SRINIVAS TR
POTABATHULA, DIVYA OO
PENUMALLI, CHANDRA C. OIS
MOHAMMAD, FEROZK. § TTRITEG:
MEKAU\, SUNIL K. TS
MARPINA, VIZIARAGHAVA Y. TOOREE
MALINENI, CHAITANYA T
MADINA, MASTAN B. LI
KOLLI, GNANENDRA {TRETEE
GUNNAM, RAVIK. | LI
GAREWAL, GAURAV TIHIRE
CORATELLA, STEFANO T
CHITTIPOTU, RAIESH K. ; TR
CHILUKURI, KIRAN K. _ ' TR
CHERUKURI, KOTESWARARAD TR
CHEGONDI, VENKATA K. : : . SR 11111,
BOTCHA, SWETHA ' ' : TS
BHAGAT, NITIN D. ' ' - TS
VEMNOORI, SANTHOSH K. [ _ TIWEDSE
KADUBANDI, VENKATA P. : 3 OO
0.0% 20.0% 40,0% £0.0% 80.0% 100.0%
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Step 3) Identify which clients provided the awards (i.e., “who” the applicants were working for).

Our conversations with Dave Whalen, in addition to analysis of reports provided by Mr. Whalen,
allowed us to identify which clients provided the corresponding awards for which the funds were
set up to track. Our analysis identified WSRIWSARC appears to have utilized its Visa program
to obtain and provide foreign labor to the following entities:

@ WebYoga, Ing,

B Universal Technology Corporation ("UTC")
B LexisNexis

| UES

The ensuing subsections detail the Visa applicants and clients potentially at issue.

WebYoga, Inc.

Analysis of two funds containing "WebYoga” in their titles identified that the only individuals to
have their payroll time charged against these funds were Visa applicants® (see charts below).

Individuals with time allocated to Individuals with time allocated to
fund (Web Yoga Spider Xchange fund (Web Yoga Spider System
System) Development)

17 10();/., mVisa Applicants m Visa Applicants

m tlon Visa Applicants = Non Visa Applicants

5 Phani Kadambi was excluded from the graphs as he was the “PI” (i.e., lead) for the Web Yoga awards;
however, Mr. Kadambi was also a Visa applicant. Approximately 3.7% of his total pay was allocated to the

Spider Xchange System award and approximately 1.8% of his total pay was allocated to the System
Development award.
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In addition, all 22 Visa applicants that worked on WebYoga, Inc. projects had their entire
time/pay allocated to the awards, as shown below:

Web Yoga Spider Xchange Web Yoga Spider System
System (# of applicants) Development (# of applicants)

1 100% pay allocated ®100% pay allocated

17, 100%

B < 100% pay allocated
{ex). P. Kadambi)

B < 100% pay allocated
(exl. P. Kadambi)

The allocation of the applicants’ entire payroll time/pay appears to indicate that these individuals,
who were all Visa applicants, only worked on WebYoga-related tasks.

Attachments 2 through 4 contain the Sponsored Research Agreement (*award”) between WSRI
and WebYoga, Inc. (Attachment 2), the No-Cost Extension (Attachment 3}, and select invoices
and cash receipts (Attachment 4). These attachments identify that Phani Kidambi authorized
this agreement and that WebYoga was responsible for paying at least a portion, if not all, of the
“Visa Related Expenses” for these individuals, as shown below:

WebYeopa \ Wright State Universit .
UAVAE \AJ(A__P::"D Pla_— Y\"J‘”L‘

e

Vilay Vallabhaneni Phani Kidambi, Ph.D
j‘\("zo{f ‘f/(/aon
Date Date / e
7 :
PlUro Meweie /Lyéiw,u_

Ellen Reinsch Friecae
Assistant Vice President for Research

5

Date
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5. Costs o D
[ Personne! | Salary | Fully Burdencd Cost }
Yearly Rate
Koti Chernkuri $40,000/year $62,000/ycar $62,000
Swapna Veeravalli $40,000/year $62,000/year $62,000 2
Kiran Chilukuri $40,000/year $62,000/ycar $62,000
Gaurav Garcwal $40,000/ycar $62,000/year $62,000
e AL OO0 Ol 62,000 ;
Visa Related Expenses $£10,000 $11,500 $11,500 d
$210,0 A L

Based upon these findings, the documentation appears to support that WSARC/WSRI utilized the
Visa program to provide foreign labor to WebYoga, Inc.

Universal Technology Corporation {(“UTC")

Four (4) of the Applicants (Bhagat, Coratelia, Thapa Magar, and Fuchi) appeared to have worked
exclusively at UTCS.

Analysis of the information provided by Mr. Whalen identified that these four (4) Applicants worked
on several different UTC projects/task orders, which were approved via different subcontracts
{Attachments 5B, 5C, 5T, & 5F, in correlation with the Applicants’ first initial of their last name}).

Once we identified which subcontracts these applicants had their time charged to (i.e., worked

on), we obtained the detailed billing information regarding all personnel time charged to those
subcontracts.

& Ms. Fuchi appears to be a slight exception to this, as she may have also performed a limited amount of
work for the University, given her $4,000 in “Faculty Overload/Adjunct” pay (5.6% of total pay).

ATTORNEY WORK PRODUCT -~ PRIVILEGED & CONFIDENTIAL plante
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We noted seven (7) subcontracts, as follows:

Automated Geometry Creation Research

C6: (15-52606-04-C6)
Task Order S

#Hours Provided by
Applicant(s)

= Hours Provided by
Non-Applicant(s)

C3: {15-52606-04-C3)
Task Order 6

SHours Provided by
Applicant(s)

®u Hours Provided by
Non-Apphicant(s)

Novel Distributed Surface Flow Sensors

C26: (15-52606-04-C26)
Task Order 5

Origami Geometry Research

mHours Provided by
Applicant(s)

mHours Provided by
Non-Applicant{s)

C7: (15-52606-04-C7)
Task Order 5

mHours Provided by
Applicant(s)

= Hours Provided by
Non-Applicant(s)

C:4 (15-52606-04-C4)
Task Order 6

Design and Life Prediction of Laser
Peened Aircraft Structural Components

mHours Provided by
Applicant{s)

= Hours Provided by
Non-Applicant(s)

€35: (15-52605-04-C35)
Task Order 5

mHours Provided by
Applicant{s)

= Hours Provided by
Non-Applicant(s}

The detailed breakout of time charged by all personnel on the aforementicned UTC subcontracts
is provided in Attachment 6. These charts and their underlying data indicate that, with _the
exception of a minimal amount of project management (0.88%), all labor provided by WSRI
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to UTC in relation to these projectsitask orders was provided by the Applicants. The total
dollar value of these UTC projects, per the agreements, is $763,814.00.

Analysis of supporting documentation identified inconsistencies in the Visa applications compared
to what actually occurred, whereby select applications stated individuals would not be working at
an off-site location; however, invoices show that the individuals were at the “client sites” versus
WSRI. An example is provided below:

\isa application which identifies work to be performed at WSRI

Part D. Off-Site Assignment of H-1B Beneficiaries

[KINo [ ¥es = The benefichary of this petition will be assigned t work 8¢ an off-site location for all or part of the period for
which H-1B classificution sought.

Invoice which identifies work performed at client {UTC) vs. company (WSRI}

CURREN‘F PERI0D YEAR - 10 - DATE
JOB CATEGORY EMPLOYEE NAME RATE HOURS DOLLARS HOURS DOLLARS
41 CLIENT SITE DL
RE Ranonrcn Enginanr Brngar. Nivan 0.00 182.0 0.00 710.0 0.00
182.9 0.00 710.0 ¢.00
42 COMPANY SITE DL
ﬂ.? ﬁnnuclalubulruclo! Gramen. Koven 0.00 1.0 0.00 4.0 0.00

Based upon these findings, the documentation appears to support that WSARC/WSRI utilized the
Visa program to provide foreign labor to UTC.

Lexis Nexis

Analysis of the fund titled “Lexis Nexis Support” identified two individuals with time allocated to
the fund. One of the individuals, Kushal D. Abhyankar, was on the Visa applicant listing, while
the other individual, Ramya Ramachandran Janaki, was not. Kushal Abhyankar’s time at WSU
was allocated to Lexis Nexis Support as follows:

ATTORNEY WORK PRODUCT - PRIVILEGED & CONFIDENTIAL plante
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Lexis Nexis Support

|
L]
|

. e E Abhyankar, Kushal D. - Time allocated
| $37,313.62)46%

\ ] & Abhyankar, Kushal D. - Time not allocated
JE

While it did not appear Kushal Abhyankar was working exclusively “for” Lexis Nexis, analysis of
the award information identified that he was specifically hired for the Lexis Nexis award and,
further, Lexis Nexis paid for the “Visa Related Expenses.”

3. Perlod of Performance & Namead Resources

The Initial period of perfarmance shall begin October 41" 2010 and continue through October
10™ 2011. The contract can be renewed bi-annually by the mutual agreement of hoth parlies.
Initlatly, two researchers will be hired. They are:

~—t———— i) Mr. Kushal Abhyankar - Human Faclors Engineer

ily Ms. Ramya Ramachandran Janakl - Developer

Each will initislly be hired for a six month duralion. At the end of six months, upon satisfactory
review by Lexis Nexis, each will be offered a second conlract for the remaining duration of the
period of performance. This process will be followed for any employees added {o the contracl in
the middle of the period of performance.

5. Costa
Personnel Safary Fufly Burdened Cost I
Yearly Rate

Kushal Abhyankar $40,300/year | $61,407/year $61,407
Wmachandran Janaki SW $72,787lyear $72,797 1

Visa Related Expenses $860 5977.5 $978

Total X $84,000 $135,182 |

6. Involcing

» Lexis Nexis will be billed equally In monthly involcas and s given a net 30 days to pay WSRI.

Based upon these findings, the documentation appears to support that WSARC/MWSRI utilized the
Visa program to provide foreign labor to Lexis Nexis.
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UES

Our analysis of Satya Ganti's payroll allocations identified payments from July 2010 through
August 2012 and from March 2015 through May 31, 2015, as shown on the ensuing table with
each line representing a payment:

Payments Mada to Gant
E56e7 |
3
|
S GES T | |
||l I
II I
/ i
i |
I . |
| 11 '
& & v M de fram Sept 2012 - Feb 2015 ~
!35 !55 'vlﬁ o payments made fram t L4 #

Ganti's pay from July 2010 through August 2012 was classified in the payroll register as Graduate
Teaching Assistant, Graduate Admin Assist, Student Regular and Summer Earmnings. These

categories are distinctly different from Ganti’'s 2015 payroll classifications of “Staff Unclassified
Salaries” and “Holiday Pay.”

We noted that while only 27.5% of Ganti’s total pay/time was allocated to contracts/awards, 100%
of Ganti's payftime’ since February 23, 2015° has been allocated to an award/contract. We

identified that the award was related to the UES subcontract (Attachment 7), as shown in the
ensuing charts:

7 $5,416.67 was allocated to fund 669474. This fund is the “named in grant” fund where time is first allocaled
prior to being applied to the correct account. Conversations with Mr. Whalen on July 9, 2015 identified this
time was going to be applied to the UES award.

8 February 23, 2015 is the date that subconiract no. $-997-000-001 between WSARC and UES, Inc. was
signed.
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Ganti Allocation of Pay/Time Ganti Allacation of Pay/Time
{July 2010 to February 2015) {(February 2015 Forward)
pr il
# PayfTime Allocated 1o ® Pay/Time Allocated to WSU
Wsu

516.250
100%

Further analysis of the subcontract identified that the sole purpose of the award appeared to be
for UES to acquire Ganti's time, as shown in the excerpt below:

2.1 NOT TO EXCEED VALUE
UES shall have no obligation to compensate Seller for any amount exceeding the NTE Value stated below unless
the Subcontract is modified in writing by the parties.

FIXED BILLING RATE ESTIMATED LABOR HOURS EXTENDED AMOUNT
$575.46 Per Hour 1360 $102.631
H1B Visa Processing fee 5 2.060

22 PERSONNEL

(a) Seller shall designate “Key Personnel” who are essential to the successful complation and execution of this
Subcontracl. Key Personnel shall perform all work necessary for the timely and quality completion of the task to
which they are assigned. Seller may not substitute or replace a Key Personnel without UES'’s prior written
approval Seller's Key Personnel are: Satya Ganti

It appears that Ganti was brought back to the University full time in February 2015 for the
purpose of working on a UES project and has been working exclusively for UES since that
time and, further, UES paid for Ganti's “Visa Processing Fee.” The total dollar value of this
subcontract is $104,681.00.

Based upon these findings, the documentation appears to support that, although Ganti's initial
Visa application was not for the purpose of providing foreign labor to UES, WSARC/AWSRI
subsequently utilized the Visa program to provide foreign labor (Ganti) to UES.

Facts Identified Subsequent to Visa Research (not researched in detail)

As previously mentioned, we identified applicants with time allocated to non-WSRI/WSARC
awards/grants subsequent to our analysis of the Visa program. Given the timing of discovery, our
analysis of those additional findings was limited as we were already provided direction by counsel
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to discontinue researching the Visa issue and focus on other potential issues. However, we noted
two (2) findings of interest:

B We identified 30 applicants for whom approximately $2.7M in labor charges was
allocated to the non WSRIWSARC awards that were funded by clients
(Attachment 8). Our analysis of those 30 applicants was limited to identifying
individuals with 100% of their time charged to one award (i.e., those who worked
exclusively for one company). Our analysis identified four (4) such applicants:

i. SOA Architects — Mandava, Nageswara ($32,431.50)
ii. SOA Architects — Pothuluri, Bala K. {$21,541.48)
iii. Vedainfo, Inc. — Sandeep Suman Paul ($76,856.10)
iv. MRLets Technologies — Roy, Arunesh ($58,088.61)

B We identified two other funds which contained company names that were
represented to us to be potential “companies of interest.” These funds contained
the names “Indus Valley Consuttants, Inc.” and “Thruti Information Labs Ltd.”. We
identified the names of the individuals whose labor was allocated to those two
fundsfawards and noted that none of them were noted on the Visa applicant listing
we were provided and, therefore, no further research on those individuals was
performed. We have provided a list of the names and their labor amounts charged
to the awards in Attachment 9.

H-1B Visa Summary

In summary, our analysis identified multiple occurances whereby it appears WSRIWSARC
utilized the H-1B Visa program to obtain foreign labor which was contracted out to external
companies (i.e., to obtain foreign labor for clients). WSRIMWSARC did this for WebYoga, UTC,
LexisNexis, and UES. Additionally, subsequent to our analysis of these transactions, it was
identified this activity may have occurred for three other companies: SOA Architects, Vedainfo,
Inc., and MRLets Technologies. |t is understood that counsel further analyzed Visa applicant
issues beyond the aforementioned findings.
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2. Named in Grant

One of our tasks was to analyze the “Named in Grant” process. In WSARC's current structure, it
has no employees; all labor for WSARC is sourced through WSRI. Since WSRI is a segment of
WSU, its employees are typically hired following the WSU hiring process. It was identified,
however, that some WSRI employees were hired using Named in Grant®. It was represented to
us that Named in Grant is a mechanism used by WSARC to identify employees to be hired at
WSRI without having to go through the established University hiring process. Named in Grant
allows WSRI to hire individuals who are specifically named in an award, as these individuals
allegedly possess a specific skillset that is necessary for the awarded project. Our interviews
identified that employees had different perceptions of the purpose and use of Named in Grant.

The Named in Grant issue that surfaced in this matter is related to an agreement that exists
between WSARC and WSU (Attachment 10'Y%). The agreement was executed May 23, 2011 with
an objective “to maximize flexibility and permit the provision of short term or partial FTE resources
to meet fluctuating contract demands.” When an individual is hired using Named in Grant, a
modification is made to the agreement that specifies the name of the individual to be hired, their
position and their fully-burdened labor rate. Interviews with Human Resources (*HR”) identified
that, in the current process, the Secretary updates the agreement modification and the President
signs to approve. As of June 30, 2015, there have been fifty-three (53) modifications made to the
agreement in order to hire eighty-eight (88) individuals through the Named in Grant process.

As previously mentioned, in interviews it was represented that Named in Grant is used to hire
employees with specialized skillsets required by an award agreement. Through analysis of the
Named in Grant agreement and modifications, we identified that individuals for the following
positions were hired using Named in Grant:

m Career Advisor Manager,

B Financial Specialist;

f It is our understanding that the Named in Grant hiring process has been suspended.
10 Due to the voluminous nature of documents, the attachment includes only the Named in Grant agreement
and modification 53. If requested, we can provide copies of the additional modifications.
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B Junior Research Analyst;
® Leadership Programs Coordinator;
® Recruiting and Onboarding Manager; and

# Research Intern.

These positions do not appear to require specialized technical knowledge that would be
necessary for WSARC to complete a project. Further, Project Managers represented that
individuals for administrative positions would not be required by an award agreement.

We also identified that Named in Grant was used to hire Anna Maresca. Anna Maresca isaWSU
alumni and had research experience at the University prior to joining WSRI. Our background
research identified that Anna Maresca is the daughter of Richard Maresca. Analysis of the
Agreement modifications revealed that Richard Maresca signed modification 10 which added
Anna Maresca to the Named in Grant Agreement. We inquired about Anna Maresca during our
interviews with Project Managers and it was represented that there was no pressure from Richard

Maresca to hire his daughter. Further, it was indicated that her pay did not appear to be excessive
for her position.

While there may be a legitimate purpose for a mechanism to hire individuals with specialized
knowledge outside of the University hiring process toc meet project demands, it appears that the
use of Named in Grant has allowed a circumvention of WSU's hiring process.

Comparison of Named in Grant and the Established University Hiring Process

All WSU employees are typically hired following steps required by the University’s hiring process.
For WSARC, this process begins when a Project Manager has a need to hire. The first step
performed by the Project Manager is to complete a Kickstart form, which specifies the position
they are locking teo fill and the source of the funding for the position. This form is given to the
Recruiting/Onboarding Manager, who finalizes the position description and requirements and
sends it to the CFO and the Director for approval. Once approved, the position is entered into
the University’s job posting system, PeopleAdmin. The Director must approve the position before
going through a series of approvals by the University, including HR and the Office of Equity and
Inclusion, prior to being posted to the public. Once the position is posted, the
Recruiting/Onboarding Manager must wait seven days before applicants can be considered. The
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top applicants are selected and a list is sent to the University to be approved before candidates
are interviewed. After the interview process is complete and WSARC has identified the candidate
to whom they would like to make an offer, the selected individual must be approved by WSU.
Once approved, WSARC may make a verbal or written offer to the candidate. Upon successful
completion of an education verification and background check, the candidate is hired by WSU

since, as previously mentioned, WSARC employees are employees of the University through
WSRI.

As with the established University hiring process, the Named in Grant process starts when a
Project Manager has a need to hire. Prior to filling out a Kickstart form, the Project Manager will
search for the candidate they would like to hire and will formally or informally interview the
candidate. The Project Manager fills out the Kickstart form, which is approved by the CEO, the
CFO and the Director. Once approved, the Recruiting/Onboarding Manager finalizes the position
description and sends an offer letter to the candidate that is contingent upon successful
completion of an education verification and background check. Upon WSARC's receipt of a
signed offer letter, the candidate must go through the same series of approvals by the University
as the established hiring process with two major exceptions:

® There is minimal, if any, salary negotiation because an offer letter has already been
signed by the candidate; and

B The candidate is not reviewed by the Office of Equity and Inclusion, which is
responsible for carrying out “all actions required to meet the University's equal
employment opportunity and affirmative action commitments.”

Compared to the traditional process, Named in Grant significantly reduces the involvement of the
University in the hiring process. As a result, the use of Named in Grant may have impacted
WSARC's ability to meet goals outlined in WSU's Affirmative Action Plan (“AAP"}'*.

1" If requested, we can provide a copies of the AAP and the related analyses separately due to the
voluminous nature of the documents.
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Potential Impact of Named in Grant on AAP Goals

While Named in Grant may speed up the hiring process to meet project immediate demands, it
may also have adverse effects regarding the goals outlined in the University's AAP. Implemented
November 1, 2014, WSU’s AAP establishes goals for minority and female representation in each
department at the University. It is our understanding that these goals were established through
the following steps:

B A workforce analysis identified WSU employees individually by gender and
race/ethnicity for each job title within an organizational unit.

B A job group analysis combined individual job titles for similar and related positions
into a job group within an organizational unit.

B An availability analysis estimated the proportion of each gender and race/ethnic
group available and qualified in the relevant labor market for employment at WSU
for each job group.

B The percentage of incumbent employees within each job group was compared to
the corresponding availability.

m WSU established an annual percentage placement goal whenever it found that
minority or female representation within a job group was less than would
reasonably be expected given the availability placement goals for minority and
female representation within the various departments and positions at the
University.

WSU's AAP states that, “by setting realistic goals, Wright State University should be able to meet
the goals, assuming we conduct effective recruitment and advertising efforts to ensure an
adequate pool of qualified minority and/or female applicants*2." As previously mentioned, Named
in Grant completely eliminates recruiting and advertising from the hiring process. Further, as

12 Executive Order 11246 Affirmative Action Plan (AAP), Chapter 6, Page 16
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previously stated, the employees hired using Named in Grant are not reviewed by the Office of
Equity and Inclusion which is responsible for carrying out “all actions required to meet the
University’s equal employment opportunity and affirmative action commitments®3.”

To assess the potential impact that the use of Named in Grant may have had on WSU'’s ability to
meet the placement goals established in its AAP, we reviewed the University's Comparison of
Incumbency and Availability as of November 1, 2014. Our analysis focused on the goals
established for WSRI as it is the source of labor for WSARC. Per the Comparison of Incumbency
and Availability report, WSRI employees were placed into nine job groups. For each job group,
the total number of employees classified within the job group is identified, as well as the current
number of female and minority employees; the current percentage of female and minority
employees is compared to the available (goal) percentage. Based on this information, we
calculated the goal number of female employees for each of the nine job groups using the total
number of employees and the female availability percentage for the job group. We totaled the
number of goal females for each job group to determine the goal for WSRI and compared it to the
total number of incumbent females in WSRI. As shown in the charts below, as of November 1,
2014, the actual number of female employees at WSRI is 11.8% (11 people) below the
established placement goal.

Incumbent Female Employees Available {(Goal) Female Employees
As of Novembaer 1, 2014 As of November t, 2014

We also calculated the goal number of minority employees for each of the nine job groups using
the total number of employees and the minority availability percentage for the job group. We

13 Executive Order 11246 Affirmative Action Plan (AAP), Chapter 7, Page 18
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totaled the number of available minority employees for each job group to determine the goal for
WSRI and compared it to the total number of incumbent minorities in WSRI. As shown in the
charts below, as of November 1, 2014, the actual number of minority employees at WSRl is 3.2%
(3 people) below the established placement goal.

Incumbent Minority Employees Available {Goal) Minority Employees
As of November 1, 2094 As of November 1, 2014

Minority,  Minority

L 8.7% 12.9%

Considering the nine job groups identified for WSRI, we analyzed the Primary Staff Officers —
Management and Operations job group, as it contains some of the highest paid individuals at
WSRIWSARC. The job group analysis identifies the positions included in each job group and
whether the incumbent individual in each position is female or minority. Based on job title, we
were able to identify the individuals in the Primary Staff Officers — Management and Operations
that were hired using Named in Grant:
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Primary Staff Officers - Management and Operations

As of 11/01/14

Job Title

Female

White

Minority

Named in Grant

Chief Financial Officer, WSARC
Director, NCMR

Director of Qutreach

WSRI Associate Director

WSRI ATIC Ops Manager & Dir Tm/Ed
WSRI Business Development

WSRI Chief Comm Officer

WSRI Chief Operating Officer

WSERI Dir Training & Dewelopment APDC
WSRI Director

WSRI Director of Operations

WSRI Director of Special Programs
WSRI Executive Director APDC

WSERI Operations Officer

MoM M M XX X MK MX

X

b A S S S i S I

X
X

Employees (#)

13

=
w

1

o x X X

Employees (%)
Availability (%) Goal

92.9%
57.4%

7.1%
42.6%

92.9%
90.8%

7.1%
9.2%

Although the job group is approximately at its placement goal for minority employees, it is 35.5%
(5 females) below the placement goal for female employees. Of the 14 employees in this job
group, nine were hired using Named in Grant, including two individuals who transferred to
WSARCMWSRI from a different department at the University. The disparity between the actual
number of female and minority employees and the established placement goals for WSRI could,
therefore, be due the use of Named in Grant.
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3. Grant Reporting

In performing our review of WSARC disbursements, we were tasked with identifying the

appropriateness of high risk transactions. We requested a list of awards received by WSARC
since July 1, 2010, which contained:

B The WSARC award number and project name;
B The client that awarded the contract to WSARC;
m The total value of the award; and

® The period of performance.

The contracts.xlsx file (Attachment 11) was represented to contain WSARC awards for fiscal
year (“FY™) 2011 through April 30, 2015.

Our analysis identified several potentially problematic disbursements that are related to WSARC
Award 1034. WSARC Award 1034 is the workforce development contract with the State of Ohio
(the “State”). We requested a copy of the agreement between WSARC and the State for Award
1034 to aid in our assessment of the appropriateness of the identified disbursements; however,
WSARC did not have the contractual documentation related to this award onsite for our review.
Further, the individuals we spoke with at WSARC were not aware of contractual documentation
related to this award. Per our interviews, the fiscal year FY 2012-2013 biennial State budget
included an appropriation for WSU to be used in support of defense workforce development
("workforce development funds”). This appropriation was reaffirmed in the FY 2014-2015 biennial
State budget. As a result, WSU received $4 million of funding per fiscal year and recorded the
$16 million appropriation as WSARC Award 1034.

Since WSARC was unable to provide contractual documentation regarding the appropriation, we
contacted the State in order to obtain the award agreement and reporting requirements. We
spoke with an individual at the Ohio Board of Regents who provided a Memorandum of
Understanding ("MOU") regarding the FY 2014-2015 budget appropriation {Attachment 12);
however, we were not provided any documentation for the FY 2012-2013 appropriation. The FY
2014-2015 MOU is between the Chancelior of the Ohio Board of Regents and the
Defense/Aerospace Graduate Studies Institute (*DAGSI"), a component of WSRI. It was signed
by Ryan Fendley on behalf of the University and John Carey, Chancellor of the Board of Regents,
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in October 2013. Although the documentation we were provided is incomplete, we were able to

identify the scope of services as follows:

ArTICLE I: BCOPE OF SERVICES

» DAGS! will perform the following duties:

o Use the funds to collaborate with the aviation, aerospace, and defense industries, to

strengthen job training programs, equip Ohio’s workforce with needed skills, and
strengthen and grow research and educational linkages among Ohio's defense and
aerospace aviation industry, federal agencies, state-assisted Ohlo universitics, and the
University System of Ohio. )

Allocate a portion of the funds to develop a strategic plan to align the University
System of Ohic's research and workforce development assets with the workforce needs
of public and private sector employers.

Use a portion of the funds to support the Acrospace Professional Development Center
to establish processes necessary to link underemployed or uncmployed person to job
openings in these industrics. )
Provide matching funds by private industry or educational partmers or federa! agencies
in the aggregate amount of $4,000,000 over the FY 2014-FY 2015 biennium.

Exhibit 1 of the MOU contains a Subsidy Expenditure Report Form that specifies the information

required to be reported to the State:
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We requested the reports from WSARC detailing the use of the State funds; however, no one we
spoke with was able to provide us this documentation. Further, no one we spoke with at WSARC
was aware of reporting requirements or stipulations regarding how the workforce development
funds were spent. Going forward, WSARC should ensure compliance with proper reporting
requirements.
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4. Contract Issues

During interviews with the CFO, it was represented that WSARC has historically received project
awards and agreed to terms that prohibited WSARC from recovering the full cost incurred to
perform the contract. While direct labor and direct material costs can be clearly allocated to a
project award, indirect costs, including administrative, operating and employee benefit expenses
are not directly accountable to the completion of a contract.

In order to appropriately cover all costs incurred to perform contracts, WSARC should charge a
specified rate for each of the following in addition to direct labor and direct material costs:

B General and administrative (G&A) expenses;
m Overhead expenses; and
m Employee fringe benefit expenses.

The rates to be charged by WSARC are established by WSU and vary by the type of contract.
For 2015, the University established a G&A allocation rate for all contracts of 19.12% along with

overhead allocation rates, by category:
S&R
(State)

ATTORNEY WORK PRODUCT - PRIVILEGED & CONFIDENTIAL plante

Government Government
Companies Clients

moran



D. Michael Crites, Esq. and Jennie K. Ferguson, Esq. Qctober 3, 2016
Wright State University — Research Entity Analysis Page 30 of 103

For 2016, the University’s established rates will remain the same for government companies and
government clients and the S&R category will be eliminated. The 2015 fringe rate is 36.4% for
full-time, unclassified personnel™.

While WSARC should charge all awards for G&A, overhead and employee benefit expenses at
the established rates to recover costs, WSARC has historically approved award agreements with
the rates negotiated to be less than those established by the University. These awards with lower
rates prohibit WSARC from recovering the full cost incurred to perform the contract and impact
WSARC's ability to repay the University for such expenses. Specifically identified in our
interviews were awards involving Richard Maresca, whose role as Secretary gives him signing
authority for WSARC contracts. Our research identified that, at a minimum, Richard Maresca is

the “Secretary”, "Associated Director”, and/or legal representative (i.e., has contract signing
authority) for the following entities in addition to WSARC:

B DayiaOhio Holdings

B Wright Brothers Institute (“WBI")

B Dayton Development Coalition (*DDC")
B Development Projects, Inc. (“DPI")

Our interviews also identified that WBI and DPI have awarded contracts to WSARC and that these
awards may have involved Richard Maresca. Since Richard Maresca has contract signing
authority for both parties in these award agreements, a conflict of interest could exist if he was

involved in approving the contract for either party; therefore, we reviewed select WBI and DPI
awards.

4 Per the WSU website, fringe rates vary by employee positions.
hitp:/iwww.wright.edu/research/researchandsponsoredprograms/preaward/budgetdevelopment
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Wright Brothers Institute

In our interviews with the CFO, it was represented that the University had previously received
awards from WBI which were transferred to WSARC once it was established. When the award
agreements were between WBI and WSU, the CFO indicated that the full G&A" rate of 26% was
charged to the award; however, the G&A rate was reduced to 15% when the awards were
transferred to WSARC. In order to confirm the change in the rates charged by WSARC when the
WBI awards were transferred to WSARC, we requested all WBI award agreements since January
1, 2008. We were provided contractual documentation for ten awards, falling into fwo categories:

B Six awards between WSU and WBI (Attachment 13); and
B Four awards WSARC and WBI (Attachment 14).
It was represented that 12 additional award agreements between WSU and WBI exist:
B Ten in off-site storage (and not made available for our review); and
m Two destroyed per WSU's retention schedule prior to the start of the investigation.

The following timeline summarizes the ten contracts provided for our review:
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15 |dentified in the WBI contracts as Facilities and Administrative (F&A) rates.
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Of the ten award agreements, four of the awards from WBI were effective prior to the fourth
quarter of 2011 ("Period One"} and predated the existence of WSARC; therefore, these contracts
were entered into with WSU. Once WSARC was established, the awards from WBI were
transferred to WSARC and remained there from the fourth quarter of 2011 through the third
quarter of 2014. During this period, there were four award agreements between WBI and
WSARC: two that were effective for the one year period from the fourth quarter of 2011 through
the third quarter of 2012 (“Period Two") and two that were effective for the two year period from
the fourth quarter of 2012 through the third quarter of 2014 (“Period Three”"). The two WBI award
agreements effective after the third quarter of 2014 (*Period Four”) were transferred to the
University.

| PERIOD ONE
'Signad by: McFawn (WBI} & Friese {WSU)
Weac san wsL.oes Purpose: Tac*Edge, fill rates, no cost shars
Signad by: Maresca {(WEI) & Sellars (WSU)
WB3C 9020 WU Purposa: Osgood, full rates, cost share to neducs GAArato to 13%

Signad by: McFawn (WBI) & Friass (WSU)
= B |Pwposl:l|msn.hllnhs.numﬂshm
= [Signad by: McFawn (WBI)
~— & Friess (WSU)

e WOSE saz8 WUON Putpots: Open v, no
g cost shars
WESC T85 WSLLCUPA
WBSC 7238 WSUTE
TIMELINE |m|m|mlm|uz|u: a2 | o3 | o4 | @ [
2008 | 2008 | 2008 | 2009 | 2005 | 2009 | 2008 | 2010 | 2010 | 2010 | 2010 | 2011 | 201 | 2011
WBSC 8028 WSARC-TE
o
=
~ WBSEC 9020 WSARC-
o TEW
Q
«
172
= WEASC 7255 WSARCTE
WESC 7236 WSARC-
TEW

Of the four WBI contracts effective during Period One, all but one charged full G&A and overhead
rates. The contract that did not charge full rates has a cost share in the project that reduced the
G&A rate to approximately 15%. The cost share represents the G&A expenses to be incurred by
WSARC but not recovered from WBI and, therefore, absorbed by the University. This is also the
only contract from Period One that was signed by Richard Maresca on behalf of WBI.
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PERIOD TWO PERIOD THREE
WaSC 3021 WSU-0PS
WESsC 202 WL
- WESC 9028 WSU-DRP
m
=
3 WBSE 9028 WEL-OI
0
=
WEBSC T255 WSU-CUPA
WESC 7255 WSU-TE
o4 | @ Q2 | @3 | Q4 | @ Q?.]Q3IQ4IQ1IQZIG3
TIMELINE 2011 | 2012 | 2012 | 2012 | 2012 ' 2013 | 2043 | 2013 | 2043 ) 2014 | 2014 | 2014
Signed by: McFawn (WBI) &
Fondiey (WSARC)
I WLlgh bkt Purpose: Mult staff, full rates,
- cost share to reduce G3A to 15%
g Signed by: Maresca (WBI) &
Fendley (WSARC)
E ESe w&wsm Purpose: Osgood, full rates, cost
T3 share of $50,000 + reduction of
g GRAta 15%
Signed by: McFawn (WBI) & Fendiey (WSARC)
- i Purpose: Mult staff, full rates. cost share o reduce GEAto 15%
[Signed by: McFawn {wBI) & Eendiey (WSARC)
e n&wsw Purpose; Mike Osgood, full rates, cost share of $50,000 + reduction
Il of GBAto 15%

When the WBI! awards transferred from WSU to WSARC, they continued to include a cost share
in the project budget to be paid by WSARC/MWSRI that reduced the G&A rate to approximately
15%. Further, the two awards to fund Mike Osgood each include an additional $50,000 cost share
to be provided by WSRI against Osgood's salary. Three of the awards were signed by Lester
McFawn on behalf of WBI; one was signed by Richard Maresca. All four awards were approved
by Ryan Fendley on behalf of WSARC. For these four awards, the CFO calculated just over $1
million of unbillable indirect costs'®.

18 We were provided a spreadsheet by the CFO containing calculations of what he deemed to be unbillable
costs. We have not analyzed the calculations and/or assumptions on his spreadsheet; however, we have
provided the figures for your reference (Attachment 15).
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PERIOD FOUR

wascC 9023 WSU-OPS

WBSC 2028 W5U

WBSLC 9028 WSU.DRP

WESLC 9028 W5U-O1

WSsU / WBl

NA -
$2,850
award

Signed by: McFawn (WB1) &
wesc 7sswsute | iese (WSU)

WRBSL 7255 WSU-CUPA

Purpose: Mult Staff, full rates,
cost share to raduce GEAto 15%

ad [ a1 | @z | @
TIMELINE 2014 | 2015 | 2015 | 2015

WBSC 9028 W5ARC-TE

WBSC 9028 WSARC-

WSACR /W8I

WBSC 7255 WSARC-TE

WHBSC 7255 WSARC-
TEW

When the WBI contracts were transferred back to the University at the end of 2014, the cost share
to reduce the G&A rate to approximately 15% was still included in the project budget.

In summary, our analysis of WBI identified the following:

1. Select WBI award agreements were approved by Richard Maresca who has a potential
conflict of interest given his signing authority for both parties.

2. Select WBI awards contained costs shares o reduce the G&A rate to 15% which have
caused both WSARC and WSU to incur unrecoverable costs.
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Development Projects, Inc.

We requested and received both of the award agreements between DPI and WSARC
(Attachment 16) that were included on the Coniracts.x/sx file'” (Attachment 11):

m Agreement number OADPP-002 WSARC (*WSARC Award 1025%), effective
January 1, 2012 through June 30, 2013 with a total estimated award of $3,000,000;
and

® Agreement number OADPP-007 WSARC (“WSARC Award 1050"), effective
November 1, 2013 through June 30, 2015 with a total estimated award of
$3,475,000.

Per the terms of the award agreements, WSARC agreed to bill DPI at indirect rates lower than
the University's established rates. The project budget for WSARC Award 1025 includes $45,500
(26%) of indirect costs for $175,000 of direct costs related to professional services and $26,000
(2.16%) of indirect costs for $1,200,000 of direct costs related to subcontracts; however, it does
not include any indirect costs for direct labor, which is estimated at $1,553,494.

17 The “client” in the Contracts.xlsx file is listed as Dayton Projects, Inc. versus Develapment Projects, Inc.
However, we've surmised they are one in the same as the award amount ($4,000,000) and the award’s
beginning effective date agree to each other.
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The Project Budpel

irmct Labor
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A.r:l: Ller SME 57T -] 437,000
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A5 aomiy Natila. SEE sa77 L) 31,084
Groclupty Ressarsr Asst. 5338 axon $189.020
Totd Diroct Labor 31,553,434
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= . Totsl Cost
Kndsran Eommutmg - Blametng Seven 25000
iraTehs ard indusingd I'artrer Caparsicn E150.000
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_Servicea
Tovkal Profesvional Services l:;ﬁ
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Eowmpany Toial Cont
Cognitive Anaiyies and Research Design $100.000
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Smry A ppecstons )mermatonal Corporaton $508.000
Subictal Subcontracts $1,200,000
incirmct Gty on S.sbecWacts L 829 {ie)
Total Subrontracts 31,225,000
Totst Froject 523909

WSARC Award 1051 is sourced by DPI using funds received from Ohic Third Frontier. The
project budget section of WSARC Award 1050 includes a table outlining the use of the funds.

This table details a projected $630,000 of unrecovered indirect costs built into the total contract.

Uuws of Funds

Yoar 1 OTF Funds
Persannel
Supplas
Purchased Yaraias
Travel
Clher Dgert Tl
Equipmant

Total

Year 1 InKind BMaiching
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Puichased Sandcas

Ustracovared indirecls
Chihar Dirwct Costa
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Tawa!

Uses of Funils
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Supplss
Purchised Sericen
“Truvat

Uihet Dect Costo
Equipmen
Tetal

Yant 2 InKind Muching
Petasnosl
Purchaned Gnmvicac

Unrecavered indirecty
Cther (wract Coois
Equipmiont

Tuksl

1,237 530
$10,000
&

o)
$500 00

— §
31,737 500

$605 n00
$330.000
€116 oo
%1,250,000

o 7
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Both award agreements are signed by Jeffrey Hoagland on behalf of DPI and Ryan Fendley on
behalf of WSARC. The CFO calculated approximately $970,000 in unbillable indirect costs from
the two DPI awards.

In summary, our analysis of DPl awards identified that WSARC entered into contracts with
unfavorable terms that resulted in significant unrecoverable costs.

Advratech, LL.C

Through our analysis of WSARC disbursements, we identified that the award for WSARC's
Cochlea Ear Project required WSARC to provide funding o Advratech without charging indirect
costs. It is our understanding that the University received funding to support the Cochlea Ear
Project and awarded those funds to WSARC (“WSARC Award 1033"). We requested the
contractual documentation for this award and were provided a letter dated August 27, 2011 from
Ryan Fendley to John Bale, the Associate Dean of the Boonshoft School of Medicine
(Attachment 17). The letter states that, once the funds are received from the University, WSARC
will enter into an agreement with Advratech® in the amount of $64,222. Further, the letter
specifies that WSARC will provide the services at no cost in order to facilitate the research effort.
We were not provided modifications to this award.

Pursuant to WSARC Award 1033, WSARC entered into a subgrant agreement'® with Advratech
effective for the one year period from September 1, 2012 to August 31, 2013 (Attachment 18).
The agreement is a fixed-price contract of $64,222 to be paid on receipt of Advratech’s invoice
for that amount. These terms are unfavorable as WSARC was to pay ahead of and/or regardless
of work performed. Per the subgrant agreement, Advratech was to use the funding received from
WSARC to support the work of WSRI Principal Scientist Dr. Yan Zhuang in the development of
the Artificial Cochlea. The agreement is signed by Ryan Fendley on behalf of WSARC and Eric
Graham on behalf of Advratech.

18 33% of Advratech is owned by a wholly owned subsidiary of WSARC.

'® Due to WSARC's roles as a pass-through entity, this was an Agreement rather than a subgrant
agreement.
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On August 23, 2013, modification one to the subgrant agreement extended the period of
performance through April 30, 2015 and increased contract price by $60,000 to be paid on receipt
of an invoice for that amount. The modified project budget was as follows:

Personnel:

Jared Evans
09.01.2012 - 12.31.2012
Stipend: $8,000
Overhead: (20%} $1,600

01.01.2013-08.31.2013
Stipend: $18,000
Tuition: $8,180 (One samesler) +$3,842 (2013 summer)

09.01.2013 - 04.30,2615 Budget
Personnel: $27,000

Materials: $5,500

Device Fabricalion; 12,000
Doevice Tasting: 4,000
Conference Travel: 1,500
Overhead (20%): 10,000

Yan Zhuang

0.5 month salary $5,000
Graduate Student Assistance
§4.000

rMatarials and Supples: $19,500

Total: $ 124,222

In addition to the $124,222 of funding provided by WSARC pursuant to the modified subgrant
agreement, we identified a payment of $31,050 to Advratech allocated to this agreement causing
total payments to exceed the budgeted amount of $124,222. Further, all three invoices for this
contract contain limited spending detail to support their payment, as will be discussed in the
Internal Controls Issues: Invoices section.

Per calculations by the CFO, WSARC has been forced to record over $40,000 in unbillable indirect
costs related to this award, as it agreed to pass-through funding from the University without
charging Advratech for indirect costs. Additionally, while WSARC did not recover indirect costs
related to Agreement 1033, the project budget per the modified subgrant agreement allowed for
Advratech to charge WSARC $11,600 in overhead costs.
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Contract Issues Summary

As outlined in this section, WSARC and, ultimately, the University entered into several contracts
that were not favorable, causing a loss of funds which are likely not recoverable. Going forward,
WSARC should imptement controls surrounding the contracting process to ensure:

1) Contracts are not initiated by those with potential conflicts; and

2) Contracts are not entered into with terms that are unfavorable unless approved by
authorized representatives (such as the University's board) when it is decided it is in the
best interest of WSU.
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5. Affiliated Entities

Advratech, LLC

We identified that, on February 28, 2013, WSARC made a $202,500 payment to DaytaOhio
Holdings, Inc. (“DaytaOhio Holdings"), a wholly-owned subsidiary of WSARC. We selected this
payment for further follow-up because our analytics identified the following red flags:

B The WSARC vendor file did not contain an address for the payee;
®m The transaction was for a large, rounded dollar amount;
B The disbursement was in the top 50 checks paid by WSARC:; and

m The vendor was paid over $100,000 in total.

in order to understand the purpose of this disbursement, we requested all supporting
documentation related to the transaction. The provided documents revealed the payment was
for DaytaOhio Holdings to purchase an ownership interest in Advratech®. The wire transfer was
approved by the WSARC Board, including Ryan Fendley, Terry Rapoch and Sundaram
Narayanan (Attachment 19). Per the Advratech Operating Agreement (“Operating Agreement”)
drafted in October 2012%%, DaytaOhio Holdings invested $198,000 in Advratech to purchase a
33.3% ownership. Advratech Holdings, LLC, wholly-owned by Eric Graham and a distinct entity
from Advratech, LLC, purchased the remaining 66.7% ownership interest for $402,000
(Attachment 20). DaytaOhio Holdings' investment in Advratech was approved by the DaytaOhio
Holdings Board, including Ryan Fendley (President), Terry Rapoch (Treasurer) and Richard
Maresca (Secretary). The Operating Agreement contains unfavorable conditions under which
DaytaOhio Holdings' ownership interest may be reduced by 10% annually; however, the
agreement does not contain a similar provision for Advratech Holdings.

20 Advratech, founded in April 2012 by Eric Graham, is a small business focused on intellectual property
(“IP") commercialization; (htip://advratech.com/research.html).

21 We were not provided the signed agreement.
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85  Adjustment of Shares, daytaOhio acknowledges that Holdings 1s entering into
this Agreement in connection with and in reliance on the transactions contemplated by that
certain Master Agreement of equal date herewith between the Company and Wright State
University, davtaOhio 1s a wholly-owned subsidiary of Wright Stated Applied Research
Corporation. which 1s controlled by Wright State University (*WSU™). As such. for any
calendar year in which WSU does not offer any WSU Initiated Projects (as defined in the Master
Agreement) to the Company and WSU does not accept any Advratech Initiated Projects (as
defined in the Master Agreement). effective January 1 of the following calendar vear. Holdings’
Points (and consequently its Sharing Ratio and Economic Rights) shall automatically and
without any action on behalf of any Member or the Management Committee or compensation

from Holdings. be increased by an amount equal to 10°0 of the then current-Points held by
Holdings.

The Operating Agreement specifies that the Management Committee shall consist of three
individuals including Eric Graham as Chairman and one WSU representative. Currently,
Advratech's Management Committee consists of Eric Graham, Patricia Kukulka, and Ryan
Fendley. Background research identified that Patricia Kukulka's maiden name is Patricia
Graham; she is presumably related to Eric Graham. In addition to his position on the Management
Committee, Eric Graham is also the Director of Advratech, with James Gates as Vice President
and Timothy Sparling as Controller.

After learning that, through DaytaOhio Holdings, WSARC has an ownership interest in Advratech,
we wanted to view the performance of WSARC's investment. When we inquired about the return
on the investment, WSARC'’s CFO indicated that WSARC has only received a single distribution
of $3,000 since the investment was made. In order to understand the financial condition of
Advratech and the reason(s) WSARC has received such a low return on its investment, we
analyzed Advratech’s financial statements for the years ended December 31, 2013 and
December 31, 2014, as well as the six-month period ended June 30, 2015 (Attachment 21). In
total, Advratech had $3.20 million of revenue and $3.16 million of expenses, with net income per
year as follows:

m 2013: $88,100 loss
m 2014: $87,800 profit

m 2015: $35,200 profit {through June 30)
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Advratech’s expenses, expressed as a percentage of revenue (income), are presented in the
following chart:

Advratech Expenses as a Percentage of Income
January 1, 2013 to June 30, 2015

"1‘

B Direct Labor, Material and
Travel

i Direct Subcontract

& Fringe Benefits

B Q/H, Finance, Admin and Sales
Salaries

B BONUSES & COMMISSIONS

B MARIC MANAGEMENT FEE

H Unallowable Expenses

® Bid & Proposal

= Other O/H and Fringe

B DISTRIBUTIONS to WSARC

| Distribution to Advratech
Holdings

Our analysis of Advratech’s financial and contractual documentation identified potential issues
regarding bonuses, conflicts of interest, the total rate of indirect costs charged to awards and
unidentified payments, as will be outlined in the ensuing subsections.

Bonuses

From January 1, 2013 through June 30, 2015, Advratech reported in its financial statements a
total of $206,000 in expenses for bonuses and commissions, equal to 6% of its income during
this period. Of this expense, $192,600 is for bonuses recorded by Advratech. Analysis of the
expense reported per year revealed that Advratech's bonuses exceed net income each year in
the periods analyzed.
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Bonuses vs. Net Income
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We were unable to determine who received these bonuses and commissions based on the
information provided because we were not provided the payroll records. The potential concern
regarding bonuses and commissions is with the metrics used to determine them, as these
expenses appear to be large considering Advratech’s financial performance during the periods
analyzed. Further, the fact that the bonuses and commissions exceed the reported net income

could raise concemn regarding whether Advratech's Board and/or Management Committee
approved these expenses.

Conflict of Interest

In addition to having an ownership interest, WSARC has three subgrant agreements with
Advratech:

B WSARC Subgrant Agreement 15-001: AHEAD Project Support (Attachment 22);

® WSARC Subgrant Agreement 1034-009: Intellectual Property (‘IP")
Commercialization (Attachment 23); and

® WSARC Subgrant Agreement 1033: Artificial Cochlea (Attachment 18).

Per Subgrant Agreement 1034-009, Advratech must address any conflict of interest issues
pursuant to the following terms:
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ARTICLE 1. CONFLICTS OF INTEREST

Subgrantee certifies that there is i effect an adumknistrative process o identify and
resolve financial or other conflicts of imterest that may aftect or create the appearance of
affecting the objectiviry of any activity ro be conducred with the supporr of Subgrant Fumds
provided under this Agreement. Subgrantee will fornn WSARC in wimiing of all conflichug
financial or other interests thar have been idewtified and provide for each such couflicr a
description of how the conflict lins been resolved to protect the execution of the Project from bias
or the appearaice of bias. Subgrantee certifies rhat its conflict of interest policies and proceduses
comply with Code of Federal Regulations Title 43, Pat 94 and Ohio Revised Code §§ 102.03.
292142, 292145, and 33.45.14.

Based on discussions with the CFO, it is our understanding that WSARC has not received
documentation from Advratech regarding conflicts of interest; however, we performed background
research on select Advratech vendors and identified several potential conflicts of interest.
Specifically, the relationships Advratech's Management has with each of the following entities
could create the appearance of a conflict of interest that may require disclosure to WSARC under
the terms of Subgrant Agreement 1034-009:

m Maric Management;
B Slone Gear International;
B MLPC, Inc.; and

B R-Designs, LLC.
Maric Management

Maric Management provides services focused on helping entrepreneurs grow their businesses?2,
From January 1, 2013 through June 30, 2015, Advratech reported in its financial statements a
total of $212,000 in fees related to Maric Management. As shown in the chart below, the Maric
Management fee increased from $33,000 in 2013 to $104,750 in 2014. Based on the data
available through June 30, the annualized fee for 2015 is estimated at $148,000.

2 maricmanagement.com/
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Maric Management Fee
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The above chart identifies $212,000 ($33,000 + $104,750 + $74,000) of expenses reported in
the financial statements. However, the actual cash paid by Advratech may have exceeded the
$212,000 of recorded expenses as we identified payments in the check register to Maric

Management recorded as prepaid expenses (a liability account which does not impact recorded
expenses).

In addition to the Maric Management fees, Advratech also loaned $50,000 to Maric Management
during 2014, Per Advratech's check register, the loan was made in September 2014. Advratech
reported interest income of $3.85 for the year ended December 31, 2014 and $167.29 for the six
months ended June 30, 2015. The balance of the note receivable for the loan remained at
$50,000 as of June 30, 2015. While the information provided did not contain details regarding
the terms of the loan, the annual interest rate for the loan calculates to less than 0.7% based on
six months interest income of $167.29 on $50,000. Shareholders of Advratech may find it
concerning that nearly interest free loans to a related entity are being made at a time when
minimal/zero distributions are being made to the investors. Our background research identified
that the Maric Management team consists of the foliowing individuals:
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L )
IMNMeet Thes Team

Esic Graum
Mansgng Dheecrer

Potricia Kukubes
Dyestor of

Commrveations

Public records indicate that Eric Graham is the company’s Statutory Agent. All four of the

individuals comprising the team at Maric Management also have key roles at Advratech, as

previously discussed. Further, Maric Management'’s clients include entities doing business with

Advatech: Slone Gear International and MLPC, Inc.

Loans to James Gates

As of June 30, 2015 Advratech reported three outstanding notes receivable totaling $50,000.

Review of Advratech’s check register identified that all three notes were paid to James Gates,

Vice President of Advratech and Maric Management, as follows:

m Note #1: $5,000 paid in March 2013 and $10,000 paid in April 2013,

B Note #2: $10,000 paid to October 2013.

B Note #3: $25,000 paid in April 2014,

The information provided did not contain details regarding the terms of the loans.
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Slone Gear International

Slone Gear International (“Slone Gear") develops and distributes gear related products®. Public
records indicate that Tim Sparling is the company’s Statutory Agent. As previously stated, Tim
Sparling is the Controller at Advratech.

Advratech's check register contained a $400,000 check to Slone Gear dated March 31, 2015.
Per the check register, the payment was recorded as a receivable; however, the receivable was
not on the balance sheet as of June 30, 2015. Additionally, in 2014, Advratech reported $13,250
in sales commissions in its financial statements to Slone Gear for “PECo Sales”. From the
information providled we were unable to determine what Slone Gear did to earn these
commissions or the reason(s) Slone Gear is “selling” on behalf of Advratech.

MLPC, Inc.

MLPC, Inc. (*MLPC") a laser-focused micromanufacturing company that provides supplies to the
medical and defense industries?*. Public records indicate that Tim Sparling is the Statutory Agent

for the company. As previously mentioned, Tim Sparling is the Controller at Advratech and the
Statutory Agent for Slone Gear.

R-Designs, LLC

In 2014, Advratech subcontracted $3,075 to R-Designs, LLC (“R-Designs”). Per the check
register, this expense was paid to Ryan Kukulka, the husband of Advratech Management
Committee member Patricia Kukulka?®. We were not provided the invoice for this particular
transaction; however, Ryan Kukulka’'s Linkedln profile state that R-Designs focuses on web-
based media.

2 http://www.slonegear.com/

2 hitp:/fwww.mlpc.com/

% Qur research revealed that Patricia Kukulka's maiden name is Graham, the same last name as Eric
Graham, the managing member of Maric Management, Inc. It appears that Patricia is related to Eric.
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Founder & Ceo
R-Designs LLC
tAarch 274 — Frezent . yoars 4 menihs

As founder of R-Desigrs LLC | collaberate with start-up cempanies to market thedir beand identity
develcp web based media ard brand awareness in print It is my jcb to create simple but effactive
graphic designs 1o atiract mere business in their niche marhets

it appears unusual that Advratech would need to subcontract its web design (presuming that was
the scope of R-Designs’ services) when they were hired by WSARC to do the same service.
Specifically, the project description for Subgrant Agreement 15-001 indicates Advratech was hired
to coordinate and develop a website for the Alliance for Human Effectiveness and Advancement

(“AHEAD").

In total, expenses recorded (i.e., paid/to be paid) for Eric Graham and his related entities totaled
8.79% of Advratech’s income (revenue) from January 1, 2013 through June 30, 2015. As
previously stated, WSARC has received $3,000 of distributions from Advratech, amounting fo
0.094% of revenue during this period. The following chart identifies the difference in expenses
recorded (i.e., paid/to be paid) between WSARC and Eric Graham and his related entities:
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Additionally, based on the financial statements, there were $483,600 in bonuses, overhead
salaries, finance and administrative salaries and sales salaries in which some or all may have
been paid to Eric Graham.

Indirect Costs Charged to Awards

As previously stated, WSARC has a subgrant agreement with Advratech for the IP
Commercialization project, which was paid by WSARC using the workforce development funds.
From January 1, 2013 through June 30, 2015, Advratech recorded expenses totaling $363,200
for the IP Commercialization award. Of the expenses allocated to this contract, $161,900 is for
direct labor costs, which represent hours worked directly on the client’s project. The remaining
$201,300 could have been used for other direct costs, such as travel and subcontracts; however,
a total rate of up to 124% for indirect costs may have been charged by Advratech to the WSARC
IP Commercialization contract ($201,300 / $161,900).

Our analysis of Advratech’s financial statements identified that Advratech received awards from
Slone Gear and MLPC. We identified the maximum rate(s) that could have been charged for
indirect costs on these awards were significantly lower than the maximum rate for the IP
Commercialization award.

Slone Gear: From January 1, 2013 through June 30, 2015, Advratech recorded expenses
totaling $154,200 for 2 commercial contract award from Slone Gear. Of the expenses
allocated to this contract, $94,000 was for direct labor costs. The remaining $60,200 could
have been used for other direct costs, such as travel and subcontracts; however, a maximum
rate of 64% for indirect costs could have been charged by Advratech to the Slone Gear award
($60,200 / $94,000).

MLPC: From January 1, 2013 to June 30, 2015, Advratech recorded expenses totaling
$10,100 for a commercial contract award from MLPC. Of the expenses allocated to this
contract, $6,100 was for direct labor costs. The remaining $4,000 could have been used for
other direct costs, such as travel and subcontracts; however, a maximum rate of 65% for
indirect costs could have been charged by Advratech to the MLPC award ($4,000 / $6,100).
In addition to receiving an award from MLPC, Advratech subcontracted $13,571 of work to
MLPC in 2014. Since Tim Sparling is the Statutory Agent for both Advratech and MLPC, there
is concern whether the services performed in the contract were at market rates.
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in summary, the maximum overhead rates charged to Slone Gear and MLPC were approximately
half the maximum overhead rate that could have been charged to WSARC. The possibility exists
that Advratech is charging WSARC significantly higher overhead rates on the workforce
development funds compared to funds from other clients; thereby, using State funds to
disproportionately subsidize overhead expenses, including bonuses and payments made to
related parties.

Unidentified Payee

Our analysis of Advratech’s check register identified a $400,000 check dated May 23, 2013 with
no payee specified. It appears this payment may have been a transfer between Advratech's bank
accounts (checking and savings); however, we were not provided bank statements to confirm this
activity.

Type Hm Date Mane Item Account Paid Amcum Original Amournt
Check [t B 1001 - PHC Checlang 400.000.00
G2 PHNC Savngs 40000000 400,066 00
TOTAL -300 06600 400,000.00
ATIC

Through interviews and research, we identified several entities potentially affiliated with
WSRIWSARC. Based on analysis of WSARC's disbursements, it appears that these entities
received significant funding. The limited control and/or oversight of these payments, as will be
discussed in the Internal Control Issues: Purchasing section, leaves WSARC vuinerable to a
variety of risks, including:

B Related party transactions that create andfor involve a conflict of interest.
B Activity that does not align with interests/culture.

B WSARC being double-billed for the same services (e.g., invoice sent fo both
WSARC and affiliated entity for the same goods/services).

B WSARC paying rates much higher than the market, including direct costs and
overhead rates.

® Significantly reduced spending transparency.
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While we attempted to analyze select potentially affiliated entities, little documentation was onsite
at WSARC for these entities. We were, however, provided contractual and financial
documentation for one entity: Advanced Technical Intelligence Center (“ATIC").

ATIC is a not-for-profit focused on developing human capital and technology within the
intelligence community®. Based on our interviews, it is our understanding that ATIC was initially
funded by the State and had multimillion dollar contracts with the Air Force Institute of Technology
and the National Air and Space Intelligence Center. After these fwo contracts expired, in 2012
and 2013, respectively, ATIC was primarily funded by tuition revenue from intelligence courses

they provided; however, enroliment for these courses was low and ATIC was experiencing
financial difficulty.

ATIC has been a vendor for WSARC since 2012. On October 14, 2014, WSARC entered into a
management agreement with ATIC, signed by Mike Gearhardt (Treasurer) on behalf of ATIC and
by Dennis Andersh on behalf of WSARC (Attachment 24). Pursuant to the agreement, all ATIC
employees specified in Exhibit A, including ATIC President and CEO Hugh Bolton, became
employees of WSU. Exhibit B contains the specific terms of Hugh Bolton's employment,
indicating that he was to resign as ATIC’s President and CEO and be hired by the University at a
base salary of $228,000. Per the terms of the agreement, WSARC was to invoice ATIC for actual
labor costs and fringe benefits of individuals providing services to ATIC, WSARC is not, however,
permitted to invoice ATIC for G&A or overhead costs. As of June 30, 2015, the WSARC CFO
calculated over $410,000 in unrecoverable costs as a result of the management agreement. In
addition to these unrecoverable costs, ATIC is past due on over $585,000 in labor costs with an
additional $82,000 to be billed as of June 30, 2015. Approximately $337,000 of the outstanding
charges are over 90 days old.

The unpaid direct expenses and unrecoverable unbillable indirect expenses have made this deal
very costly for WSARC. Even if ATIC was not past due on labor costs, the contractual terms
agreed to by WSU regarding the hire of ATIC's employees are concerning as WSARC would still
be incurring substantial losses for unbillable indirect costs. In interviews, the WSU President
represented the University was aware that ATIC was struggling financially and WSU's

% hitps:./fatiched.org/
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management deemed ATIC important to the community; therefore, they agreed to hire ATIC's
employees under the management agreement. The WSU President further represented that,
while this may not have been the best financial decision, management deemed it a good strategic
decision.

Given that ATIC continued to struggle financially and was not paying the WSU labor costs per the
management agreement, we reviewed select ATIC financial information, including its check
register for January 1, 2011 through June 26, 2015 and the Form 990(s), Return of Organization
Exempt From Income Tax, for 2011 through 2013 (Attachment 25%7). We identified that, despite
being a “struggling organization™, ATIC had paid its CEO significant bonuses in addition to a high-
level salary. Per the Form 990s, Hugh Bolton received the following compensation:

m 2011: Base compensation of $249,314, bonus and incentive compensation of
$72,644 and retirement and deferred compensation of $107,998, with total
compensation for the year of $429,956.

B 2012: Base compensation of $242,611 and bonuses of $237,572, with total
compensation for the year of $480,233.

® 2013: Base compensation of $205,416, with compensation total compensation for
the year of $205,416.

Our analysis of ATIC's disbursements also identified related party payments made by ATIC.
These payments are as follows:

®m From 2011 to 2014, ATIC paid over $140,000 to Sebaly, Shillito, & Dyer, a law firm
at which Beverly Shillito is a Partner. Beverely Shillito was also identified to be
ATIC's Secretary. We did, however, identify that this relationship was disclosed
on ATIC's tax returns.

27 Due to the voluminous nature of documents, the attachment includes only Schedule J {Compensation
Information)} of ATIC's Form 990 for 2011 through 2013. If requested, we can provide copies of the form
and additional schedules.
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| From 2011 to 2014, ATIC paid over $51,000 to the Dayton Development Coalition
(DDC). Jeff Hoagland, ATIC Trustee and Vice Chairman, is the President/CEO of
DDC.

In 2012, a total of $15,000 was donated by ATIC to Dayton First Events (DFE);
however, ATIC was not listed as a sponsor on the website. Further, Beverly Shillito
(ATIC Secretary) is the vice president of DFE. Upon further research, we received
the supporting documentation shown below which indicates these donations may
have been passed-through from commercial entities:

Dear MM H’f"ﬂ —

Pleasc find enclosed a Presidential Grant of $5.000.00 1o the Advanced
Technical Intelligence Center for Human Capital Development designated
for support for the Dayton First Four Festival.  This grant is awarded to
your organization from the HARRY A. TouvrLMiN, Jr., AND VIRGINIA B,
TOULMIN FUND OF THE DAYTON FOUNDATION,

Please call me at 937-225-9977 if you have any questions regarding this
grant,

Sincerely,

Michael M. Parks
Presiden
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Dear Hugh:

Dayton First Events Inc. (“DFE") organized the 2012 Dayton Flrst Four Festival ("Festival”)
in connection with the NCAA and the United States Air Force. The Festival Included
educational activities to encourage children to pursue STEM education as well as to
consider the Air Force as a career opporiunity. Because a student population pursuing
STEM education is fundamental to ATIC’s ability to attract and develop intelligence and
cyber analysts, ATIC agreed w a grant between ATIC and DFE in the amount of $10,000
(the “Grant”) supporting the activities In the tented area housing the family education
experience.

Emerson Climate Technologies piedged $10,000 in support of the Grant for educational
activities at the Festival, The check has been received {issued by Emerson's parent
company, Emerson Electric Co.) and is enclosed made payable to ATIC in the amount of
$10,000. To fulflll the Grant, please issue a check to Daylon First Events Inc. and return to
me.

Thank you for your very generous support of educational epportunities in the Dayton
Reglon.

Sincerely,
e

Heverly F. Shillito
Vice President

Itis important to note that the disbursements discussed (large salaries, bonuses, and related party
payments), with the exception of approximately $6,000 to Sebaly, Shillito & Dyer, pre-date the
management agreement and, therefore, WSARC did not have authority over these
disbursements. However, further analysis identified the bonuses paid to Hugh Bolton came at a

time when questionable payments to ATIC totaling $500,000 were made by WSARC, as will be
discussed in the Internal Control Issues: Invoices section.

Other Affiliated Entities

The other entities we identified as potentially affiliated with WSRI/WSARC are listed in
Attachment 26.
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6. WSARC Payable to WSU

We analyzed the payable from WSARC to WSU to determine: 1) the amount of the payable; and
2) the components of the balance owed. As of June 30, 2015, the total payable recorded by
WSARC is $5,279,046 and the total receivable recorded by WSU is $5,983,398.

Total payable Total receivable

recorded by recorded by
WSARC as of WSU as of
6/30/15is 6/30/15 is

$5,279,046 $5,983,398

$704,352
difference

Woe identified that the difference of $704,352 is composed of the following four items:

1) $488,568 due to timing differences for payments made by WSARC on June 30, 2015.
Since these payments were recorded by WSARC but were not yet received by WSU, they
are not included in the receivable as of June 30, 2015.

2) $192,262 due to an invoice recorded by WSU but never sent to WSARC. Since WSARC
did not receive this invoice as of June 30, 2015, it is not included in the payable at that

date. Subsequent to our inquiry, this invoice has been sent to and recorded by WSARC.

3) $32,855 due to invoices recorded by WSU but not historically recorded by WSARC. Since
the invoices were not vouchered by WSARC, they are not included in the payable as of
June 30, 2015. These invoices have since been recorded and will continue to be recorded
moving forward.

4) ($9,333) due to payments incorrectly applied by WSU to their receivable. Since these

payments from WSARC to WSU are not related to the receivable, they should not be
included in the receivable.
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As shown below, 99% of the balance of the receivable from WSARC recorded by WSU as of June
30, 2015 consists of labor expenses:

WSU Receivable from WSARC
as of 6/30/2015

$49,960 ,
1%
|

m Labor
& Other Expenses

$5,942,712,
99%

Total batance exthxdes payments incomectly
applied {0 WSLFs receivabie o WSARC

We would expect labor expenses owed to WSU by WSARC given the structure of the research
entity. As previously discussed, WSARC has no employees as it sources all labor through WSRI.

WSU, therefore, pays all WSRI employees and subsequently invoices WSARC for the labor
expenses allocated to WSARC projects and operations.

Of the labor expenses in WSU's receivable from WSARC, approximately $4.4 million is labor
charged to unclassified contracts:
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Labor in Receivable Biliable to
Contracts

1,549,250 ,
26% = [Eehoncharged o unclassified]
contracis
= labor charged to other
4 364.790 accounts
4%

Labor charged to unclassified contracts represents labor costs for employees that worked directly
on WSARC contracts and, therefore, WSARC, in theory, should be able to recover the cost of this
labor through an award. The fact that, historicaily, WSARC entered into contracts with indirect
cost rates that were lower than the University's established rates greatly impacted WSARC's
ability to pay WSU. The difference between the established rates and the lower, negotiated
indirect cost rates represent a portion of costs that WSARC had incurred but will not recover from
the award(s) for which the costs were incurred. |t is likely a large portion of the $4.4 million of
labor charged to unclassified contracts are unrecoverable labor costs due to these unfavorable

contracts. WSARC, therefore, will be unable to reimburse the University for these costs unless
ancther source of funding is used.
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7. Internal Control Issues: Purchasing

One of our main tasks was to analyze WSARC's disbursement activity. Our first priority was to
obtain an understanding of the purchasing processes and controls in place. Through numerous
interviews, we understood the process to be as follows:

Project Managers have the authority fo determine the ideas for the projects they lead.
Once a project topic and scope is finalized, the Project Manager is able to select
subcontractors and approve spending for direct materials required to complete the project.
WSARC will then enter into subgrant agreements with the subcontractors and, when
materials are needed, issue purchase orders to vendors. In some cases, Indefinite
Quantity/indefinite Duration (“IDIQ") contracts are established with vendors. Once
subcontract work is performed and materials are purchased, the Project Manager
approves the invoices received. For direct materials purchased on employee procurement
cards, the receipts provided by the employees are reconciled with the procurement card
statements by an administrative assistant.

We identified several internal control gaps in the current purchasing process. Project Managers
have significant control over subcontractor and vendor selection and payment. In the current
process, there is no approval regarding the appropriateness of invoice charges for the
subcontractors and vendors beyond the Project Manager. Further, IDIQ contracts allow WSARC
to purchase an indefinite quantity of goods or services over a fixed period of time specified in the
contract. While these types of contracts are common within the industry for efficiency purposes,
they can also pose a risk when there is a lack of oversight in the process. For purchases made
on employee procurement cards, the reconciliation of statements with receipts can be an effective
purchasing control; however, this reconciliation is performed by administrative assistants who
have little or no knowledge of the purpose of the purchase. Additionally, Project Managers are
not provided details for purchases made on procurement cards. The internal control gaps for
subcontractor and vendor invoice payments as well as for procurement card purchases could,
therefore, allow improper purchases to be charged to awards as they would not be identified with
the limited review currently performed. One mitigating factor to this risk could be the client, as
they may raise a concern if the costs exceed the award's budget. However, this mitigating factor
does not exist for the workforce development funds from the State, as no evidence was provided
to show that the State reviews these purchases.
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While WSARC uses the process discussed above, WSRI uses Wright Buy, the University's
purchasing process. Part of the Wright Buy process involves a secondary verification. It is our
understanding that, since WSRI switched to Wright Buy, a conflict was identified whereby a
project manager attempted to purchase materials from their own company. REVS Neuroscience

invoice number 15-005, dated May 24, 2015, billed WSRI $8,718 for 10 electrodes for & project
led by Michael Weisand.

INVOICE
Cote BAMAYTS REVS Neurascienca
PO Box 652
—— Yellow Springs, OH
Number  13-005 45387
e Phone: (837) 318-D000 ﬁ E Vs
Email; revsnsuraigmail.com
Te:  30Deya WWW: REVSneurosciencecom NEUROSCIENCE
Attontion: Notes: Elactrodes for
Michual Corbett NMI work.
Wright Stata Resaarch institute
4035 Colonet Glenn Highway
Suite 200
Boavercreek, OH 45431

1 amn:'y' Unit Prics l C;?\,__j
Blectrodes for N Work n $86580( $PGSAN0O

- g 0 E
Subtotal SESE00
Tox B75% | EXEMPT
Tota) $87800
SR—
Thank you for your busingss. His  pleasure 10 wark with you on this project. e

Since REVS Neuroscience was not a previous vendor of WSRI, the Purchasing Executive
requested the W-2 for the company as part of the vendor background check required by the Wright
Buy process. Pursuant to the request, Weisand disclosed that REVS Neuroscience was his own
company. Due to this confiict, the REVS Neuroscience invoice was not approved for payment.
While this conflict was identified as a result of the vendor background checks required by Wright
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Buy, it likely would not have been identified in WSARC'’s current process due to the gaps in
internal contrals.

Subsequently, Brain Vision LLC quote number 1507106157 was submitted to purchase
electrodes for Weisand's project.

i Quote 1507106157
£ )8BAIH VISIGHLIC
== Ullﬁ‘h L J idl [T} LC s -
—.i omer; Wichaal Cocbett
Solutieas for neurephysiological research David
M?MMIM Phore §10-480-2510 Refersnce: BV 8157
Fmx  2w-Re069 Cuotsd: THOr201S
Momeville. NC 27!
770 E-Mad selesFtrunveson com YalkSity Dale: WWZ015
Tarms: Net 30
Ship Via: FedEx Ind Day Al
antTo Saip To
Wright State Universty Wright State Resaarch insthute
3540 Colonel Glenn Hwy Wright Stxte Linversty
Dayton, OH 45435 4035 Colonel Ghenn
Beavercreek, OH 45431
Estimated delivery time: 4-6 weaks ATTN Mictisel Corben
L Product If (uamay J[ Price — J[_Amoumt |
815-HS- 120 AGAQC! gemered rawg sipcirpon 1 Srrm uchiprood satery 2400 5 00 840 00
BoCht lermEnabon and T2 om howvy-duty cable
Sy Shipmg and Surenes 100 2500 $23.00
Sub-1oami Uso 385.00
Totat USD 885.00

The quote is to purchase 24 electrodes for $35.00 per unit with a total of $865.00 including
shipping. Although this quote is for 14 more electrodes than the initial invoice, it appears that
difference in the market value of the electrodes is approximately $8,000. Further, per the
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Purchasing Executive, no electrodes have been purchased from Brain Vision LLC as of
September 17, 2015.

We recommend that WSARC switch to the Wright Buy purchasing process, if not already
implemented, as this situation highlights the internal control gaps that exist in WSARC's current
purchasing process.
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8. Internal Control Issues: Invoices

In performing our review of WSARC disbursements, we traced select expenditures to supporting
information to confirm validity. As outlined in the previous section, Project Managers have
significant control over purchasing as they are able to select vendors, order goods/services, and
approve invoices. Based on our understanding of the purchasing controls and processes, we
performed data analytics and reviewed supporting documentation for approximately 600
transactions. During our review, we noticed that almost all invoices had limited support. Per
discussions with Project Managers, it was identified that limited detail on invoices is normal in the
industry. Therefore, the mitigating factor of a Project Manager's review that would help thwart
inflatedffictitious billings by a vendor is limited.

We identified potentially problematic payments made by WSRIMWSARC to the following entities
for invoices with limited detail and, in some cases, no supporting documentation at all:

B ATIC;
m Ron Wine Consulting Group ("“RWCG™);
m Global Stem Academy ("Global Stem™); and
m Advratech.
For select disbursements to these entities, further follow-up was required to assess the validity,

as will be discussed in the following subsections.

ATIC

Our review of supporting documentation for ATIC disbursements identified that a majority of the
invoices had a similar format and detail as follows:
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R ABVANCED TECHMICAL INTELGTHCE CENTER Rdling Period LR e F]
A 2 683 Hibiacus Wy, Suta 21 trves ECORMCTICH 1o
- ) L e M
T,C # Seavercreas, O 855 frosot ki J—
“ et ANC kb L3t
E\n"ﬁtﬂlmwusmmw- :-#a:’::‘m Thpr 12: 30 b1l § pLE el |
ﬁ:km?nl:lw ) 1L 32-8%p 2 5 0.20%. 0%
6520 Corr il Glorn Hgtasy P 1id 12 30%p 12 ] ! “:ﬁ
Faaborn, OH 4583 Tots 5 9,
lpomor
Wright, $2pte Reutarch st it
A8 s Rasadrgn Comter
1542 Cotoned Glern Highway
Fretom OM A58 1%
Dascription of wetk: )
*hi4 #fioet 810 275abunh Lonnity BOLCSY 41 ErOLEdanes dlong wiinthe cxmvtnacian of & SUIF for WIARD
Cunmalathve Tuns
Houry Kate Amount Hours Amowm. Ramnaning
Ung lem
Pruma L2 Apr 2 S0 A 11
Satunty Waroger L] 3 1902 § 1B 26 H 465457
Serarky ASTRrSTRI s H a“an s L3 ES H 19438
Infa yreer Secority Mend| 3 s $ d e 5 -
= ':a:a iyl . @ ] TOLD §  Daaw
Phawe 13 Apr 12 - 30 Jun 12
Serz o'ty WIOAZE - nIzz s 2 $ -
Secuwrty AddiasiraTor 5 a1 s 8 5
Iho Syttt SetarTy MImager % weer 8 a 5
Totailabon 5 5 -
Fuorag kemamng 3 210413
s Wl lel 2230 Sep 12
Sacurity Maragri H nanr 5 - Q $
Sepurity AZTinCIICH H L1785 U] $ :
tofa Syrrevey Sevulty MACsgr 5 W0rsy § : =] 5
Toval tatsr 3
Fumis Aerrssing % £t T
By mrisen af 1his Ftlcs, Solttonil s Lartifes that 2 1leboy chacpes ez f e Dt arvoscr werk pretoimed by Lamed idrvachas i) &
porsz=rel that meet 2 rerpaemrents, nudng e not Smuiad ), the shaater w29 erproiencs reguireme—h of speofies lebar slpsfation
amdatic tp this Sutizos 4187t
Avptowed by M!_ 225& fata: -t F— 2
Twrcthy Feeser, VP Gz al Wonzger

While almost all of the ATIC invoices contain the format as shown above, we identified four
invoices with a format that was inconsistent. Further, these four invoices contained limited
supporting information as well as characteristics that are typical of fictitious invoices. Therefore,

we performed further analysis on these unusual invoices:
B #11-152 for $360,000;
B #12-185 for $70,000;
| #12-186 for $70,000; and

B #15-069 for $255,000.
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Invoice #11-152

ATIC invoice number 11-152, dated November 30, 2011, billed WSRI $360,000 for the
“establishment of analyst test bed infrastructure.”

= Advancaed Technical Inteligence Centor

AT,C mucsmwu Sate 110 INVOICE
5471 oy Momber: 13-152

@ imcice Date:  hov 20, 2911

Duer Data: Coc X}, 2011

Voo (5374247601
Fex: (3T s29-Tm

Check No Dale.
Memao*

Analysis of this invoice identified it lacked an approval signature. The attached supporting
documentation contained email correspondence between Ryan Fendley and WSARC's auditors
(Attachment 27); therefore, it is surmised to have been approved by Ryan Fendley. The initial
email from an auditor at Crowe Horwath to Aja Ash, Ryan Fendley and Ryan Forish inquires about
ATIC invoice number 11-152 for the purposes of cutoff testing. The auditor noticed the
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disbursement check for this invoice is dated October 18, 2012, which is 11 months after the
invoice date. The auditor explained that if the payment is for services performed prior to the FYE
June 30, 2012, then a liability and an expense would need to be recorded for FY 2012.

From: Russell, 3lake [mailto:blake.russell@crowehorwath.com]
Sent: Tuesday, Novenber 28, 212 11:32 AM

To: Ash, Aja

Ce: Fendley, Ryan D.; Ferish, Ryan

Subject: RE: Item 58

Ajz,

Attached is one of the subsequent disbursement checks, $350,820 for establishment of analyst
test bed, ta ATIC. The inveice date is 11/3@/11, which s a concern of ours. Can you please
explain what the services were for? Did ATIC complate the services by 11/38/11? IFf this
payrent is for services performed prior to 6/3812, then there needs to be a liability booked,
and correspondlng expense, or Fixed asset, where applicable,

Please let me know what you think and we can oake the adjusiment if necessary. Thanks.
Blake Russell, CPA

Crowe Horwath LLP

Dffice: 614.469,4813 | Cell: 614.523.6147 | Fax: 614.365,2222

blake.russellfcrowehorwath.cocnemailto:blake. russellfcrowehorwath. com>
wew . crowehoruath, comchtip: / /www. crowehorwath. com>

In Ryan Fendley's response, he explains that the delay from the invoice date to the check date is
due to the delay in State funding, since there was a lag between the passing of the State budget
and the actual receipt of the $4 miliion appropriation. In the email, Ryan Fendley states, “once
the work associated with the invoice was substantially completed in Oct 2012, we processed it for
payment.”
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From: Fendley, Ryan D. [mailto:ryan.fendley@wright.edu]

Sent: Wednaesday, November 21, 2012 1:41 AM

To: Russell, Blake; Ash, Aja

Cc: Forish, Ryan; terry.rapoch@ws-arc.org<mailto:terry.rapoch@ws-arc.org>
Subject: RE: Item 58

Blake,

This is cone of the many activities that are ultimately related to tha $4M funding from the
state. The analyst test bed is a classified research platform that is housed at ATIC. They
are contributing their unique expertise to the build-out and development of that facility.

Soon after the budget was passed by the state, and we dealt with the politics and process of
getting the meney, ATIC sent the involce. It was not until well after the receipt of the
Invoice that we were informed by the state that our funding was tied to the casine license
fees and would not be available until those revenues had actually been collected. As I
recall the first casinos opened in May, paying their fees just before. This meant that the
work that we were going to execute in year 1 was delayed significantly. Once the state
released the funding (and we received it) ir late June, the work began in earnest.

As the commitment to ATIC remained the same, as did the scope of the task, once the work
associated with the invoice was substantlally completed in Oct 2012, we processed it for

payment.

If this does not address your guestion, or raises others please let me know.
Respectfully, -

Ryan D. Fendley

Director, WSRI

CEQ, WSARC
Interim Director, NCMR

The auditor's reply asking for support regarding the completion date is as follows:

From: Russell, Blake [blake.russell@crowehorwath.com]

Sent: Wednesday, November 21, 2812 18:23 AM

To: Fendley, Ryan D.; Ash, Aja

Cc: Forish, Ryan; terry.rapoch@ws-arc.org<mailto:terry.rapochgws-arc.org>

Subject: RE: Item 58

Jo you have any support frem ATIC to show that the $368K project was completed in October
26127 Is there a work order or something else that shows the date as October 20127 The only
thing we have is the invoice that has 11/38/11 as the date.

8lake Russell, CPA

Ryan Fendley responds, describing the new “facilify that previously didn't exist, and now has more
than $1.5M in capital infrastructure” and “the fact we can use it was deemed sufficient for proof of
completion.”
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From: Fendley, Ryan D. [ma2ilto:ryan.fendley@uwright.adu]
Sent: Wednesday, November 21, 2012 18:48 AM

To: Russell, Blake; Ash, Aja

Cc: Forish, Ryan; terry.rapoch@ws-arc.org

Subject: RE: Item 5B

Blake,

Again, not trying to be flip here - but we can walk into a facility that previously didn't
exist, and now has more than $1.5M in capital infrastrucutre that is connected and ready to
perforn validation experiments supported by external research. The fact we can use it was
deemed sufficient for proof of completion.

If you need me to obtain something from ATIC, I can attempt to do so; but I'd like you to
specify the additional documentation you would require.

Respectfully,

Ryan D. Fendley

The auditor further explains “we are trying to verify the timing of when this facility was completed”
and asks again for documentation that shows when the services were completed.

From: Russell, Blake [blake.russell@crowehorwath.com]
sent: Wednesday, November 21, 2@12 11:37 AM

To: Fendley, Ryan D.; Ash, Ajs

Cc: Forish, Ryan; terry.rapochSws-arc.org

Subject: RE: Item S8

Ryan, T apologize if T wasn’t clear earlier. We are trying to verify the timing of when this
facility was completed. We have an Invoice that Is dated 11/36/11, and we need to verify
that there was NDT $368,880 of services performed before 6/38/12. IF $360,200 of services
were performed, then there would need to be a liability and fixed asset or construction in
process booked on the balance sheet. Is there a contract that shows when services would be

1

completed, a work order, email, or something else from ATIC that supports the $368,808
services were performed after 6/30/12, that would be fine. Let me know if that helps clarify
or not. Thanks.

Blake Russell, CPA
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Ryan Fendley replies that he has received information from Hugh Bolton; however, it is not official
because it does not have Hugh Bolton's signature block, stating “once | have an official
communication | will pass it along.”

From: Fendiey, Ryan D.

Sent: Sunday, Novambar 25, 2012 10:39 PM
To: Russell, Blake; Ash, Aja

Ce: Forish, Ryan; temry.rapoch@ws-arc.crg
Subject: RE: lfern 58

Blake,

I have asked Hugh Bolton of ATIC to provide the emall. He has responded to me, but it was
using his iPhone which does not include his signature block. Once I have an official
conmunication I will pass it along.

Respectfully,

Ryan U, Fendley

This is the end of the email communication between Ryan Fendley and Crowe Horwath that was
provided with invoice number 11-152.

in order to determine whether Ryan Fendley's representation to Crowe Horwath that the
construction of the Analyst Test Bed (ATB) infrastructure, specifically related to invoice 11-152,
was “substantially completed in Oct 2012", we interviewed Keith Grimes and Tim Feeser who
were directly involved in the ATB project. Keith Grimes indicated that he was the proposal
manager for the ATB project. He represented that the proposal was completed in Fall 2012 and
there were no significant ATB purchases until Summer of 2013, Tim Feeser recalled that there
was a room set up at ATIC in Fall 2012 with computers and servers; however, he represented
that there was no construction done at this time. Neither of these explanations support Ryan

Fendley's representation to Crowe Horwath that the construction of the ATB infrastructure was
substantially completed in October 2012.

In order to gain further insight regarding the establishment of the infrastructure, we interviewed
Janet Erickson (ATIC Financial Manager) who prepares ATIC invoices. Janet Erickson provided
us with a spreadsheet she uses to track the cost spend for the funds received from WSARC

(Accumulated cost.xlsx). From this, we were able to identify the breakout for the $360,000 paid
by WSARC:
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Actual Allocation of Funds (rounded)

-
S0 LLCH $17.000 -
47,000

o _'.:I ¥ -"-I — - : : : ; ‘; b
! ]_/;;—-" 21000 o ERAROLY)

$299,000

= COPE Systems = infrastructice

= Poriion of Hugh Boiton's hourstizom Feb 201 it hratugh Aug 2011

& Cutimate for Hugh and Sara Qfficer Wages (or Dec 2011
T WWages for Admin employee wages
& Software and \WebHosting

E Generar overhead for oftice space inithe ton-Classified areqs of facility (e not the ATE)

The actual allocation of funds indicates that $61,000 of the $360,000 may have been allocated to
the establishment of the ATB infrastructure. A significant majority (83%) of the payment, however,
was allocated to indirect costs for the office space at the front of the ATIC facility; the total rate of
the indirect costs for this invoice calculates to approximately 491%. This area at the front of the
ATIC facility is non-classified office space that is separate from the classified ATB space in the

ATIC facility, conflicting with the invoice description and Ryan Fendley's explanation to the
auditors.

Invoice #12-185 and #12-186

ATIC invoice numbers 12-185 and 12-186, dated November 20, 2012 and December 15, 2012,
respectively, each billed WSARC $70,000 for “continued support of ongoing Analyst Test Bed
and AHEAD activities at ATIC."
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These invoices lack an approval signature hut were paid from the workforce development funds.
However, the aforementioned spreadsheet provided by Janet Erickson detailed the allocation of
the funds from these two invoices:

Actual Allocation of Funds
(rounded)

$25.000, 18%

= Direct ATB Labor (5 employees) = 20% Hugh tabor 8 O Hiead
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Of the funds, $60,000 from ATIC invoice numbers 12-185 and 12-186 was allocated to direct

costs while $80,000 was allocated to indirect costs. The total rate of indirect costs for the two
invoices approximates 133%.

When we inquired about ATIC invoice numbers 11-152, 12-185 and 12-186 during interviews,
interviewees represented that these payments may have been made to “help out” ATIC since the
entity was struggling financially. Upon review of the financial information provided by ATIC, we
noticed that the timing of these payments was questionable when compared to the timing of
bonuses and increased payroll, as shown on the timeline below:

October 18,
2012
*WSARC uses
Stare Funds
[DAGSI) to
ATIC
g;‘éo,ooo March 21,
2013
sInvoice
description is December «Payroll of
naot accurate 15,2012 $79,000,..app
in whole. +570,000 rox, 520,000
May 25, 2012 Majority of “continued higher than
+$76,000in funds used to support of average
bonuses paid cover O/H AT and payroll in
to Hugh +0/H rate of AHEAD” previous 12

Boltan

491%

—
ll Iyl

A
_ .

sued

® @

months

7

P,
et
W, g A

October 15, Navember February 20,
2012 20,2012 2013
#5165,800 In «570,000 *WSARC uses
bonuses paid "continued State Funds
to Hugh support of {DAGSI} to pay
Balton ATB and ATIC 5340,000
AHEAD" =0/H rate of

issued

133%

As shown, Hugh Bolton received bonuses from ATIC of $76,000 and 165,800 on May 25, 2012
and October 15, 2012, respectively. Three days later, WSARC paid ATIC $360,000 for invoice
number 11-152 from the workforce development funds. On February 20, 2013, WSARC paid
ATIC $140,000 for invoice numbers 12-185 and 12-186. Approximately one month later, ATIC
had payroll of $79,000 which was approximately $20,000 higher than the typical payroll in the
previous 12 months. The fact that ATIC paid such large bonuses and increased payroll during a
time when the entity was experiencing financial difficulties raises concern surrounding the validity
of the cause of the entity’s financial problems. Further, given that a total of $379,000 of the
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payments for the three unusual ATIC invoices was allocated to overhead, it is possible that the
workforce development funds were used to subsidize the large bonuses and increased payroll
expenses.

Invoice #15-069

The fourth ATIC invoice we selected is invoice number 15-069, dated March 5, 2015. This
$255,000 invoice is for “CLEAT Support” and was approved for payment by Dennis Andersh.

. AOVATCED TEChmcal Imcligence Cemar
ATIC astimas Way Suze 1o INVOICE
" Boovorzroak OH 45401 invece hurber 1505
@. usA, inveecs ety Ale 3, 2018
D ae Apr & s
Voo FITHA-TRY
Faa AN A T
Facer 3 190 0023 220009
"B fa: e
Vgt Diote dpglad Maseyr Cap
AQTS Colorw piern Hey 015 525
Magarcrew TH o g8e)
Correast e
[ e e Comeed Cos
THTEAT Spat :s';:étd
'
i
8i5.1
cined-on
355660, ”
ﬁ\/t__/'
Deprst Paid
Delmnce Dus — 243800 00
[Check Ha Date
Mama —_—

The invoice was recorded by WSARC as a debit to a receivable from WSU and a credit to rental
expense. We found this journal entry to be unusual since expense accounts are typically debit
accounts and a credit to the account decreases the expense. Further, based on the invoice
description, rental expense was not the appropriate expense account to record this invoice in the
financial statements. It is possible that this entry was recorded in this manner in order to “hide"
the invoice; however, we cannot validate the reason for this questionable entry.
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When we presented a copy of this invoice in our interviews with Tim Feeser and Janet Erickson,
neither individual wanted to discuss it; Tim Feeser stated, “I don't want to talk about that one.”
After her initial hesitation, however, Janet Erickson indicated that she had prepared ATIC invoice
15-069 and that the funding was used to hire Mike Martinsen. It is our understanding that
Martinsen, former WSU police chief, was suspended and dismissed from the University in March
2013. Janet Erickson represented that it was recommended by WSU that ATIC hire Martinsen
and that WSU would provide the funding for his compensation. Per an email provided by Janet
Erickson dated March 6, 2015, Beverly Shillito contacted Cassie Burlow (ATIC Executive Director}
and the other members of ATIC's executive committee to share that WSARC decided to provide
funds in support of ATIC's CLEAT Program and Ryan Fendley asked that ATIC send an invoice
with the designation “invoice in support of ATIC CLEAT Program.”

From. Beverly Shillito <pshalitdpesdloy com>
Dale Fn, Mar 6, 2015 at 1125 AM

Subject: Good News! Applied Research Corporation makes grant (o support ATIC CLEAT Program [WOV-Docs FID3285235)

To “Cassie Barlow (cassm bartowwright £3u)" <cassie barowdhwnght adu>

Cc- "Bolton, Hugh (hugh beltondwrghl. gou)” <hugh Baltondbvnaty agy>. “Jefl Hoagland (jhoanlandMdaytonreneon com)® <t iy lonr
ry.ocomnetifepeetless comy <gary oconnellilenestieas com> Landess lohn glamiess@hmtymerjcyundation gra>. "Mike Gaarhar:!l {mikod®yhmie

<mlgnﬁ.‘1 shint 3 com> . Isadera Hunlley <hynikpdhssclaw comp>, Mick Endstay <pondsieyflsediaw com>, Tim Shaw <ishawfatchedorge. Janet Encks

Dear Cassie and Executive Comrmtiee

| spoke with Ryan Fendiey today and he let me know that the ARC has decided {o provide funds in support of ATIC's CLEAT Program i Iha amound ol

Ryan asked that ATIC sent an nwoice (il can be hand camad) 1o the ARC with the dasignation -inveica in support of ATIC CLEAT Program — for the su
il 10 fudl wethin 1en days and will and carry the funds back o CLEAT 30 we can pul them lo good usa

Congraiuiations on getting the Grant' Pleasea lel me kricw if we can help

Thank you
Bev

Beverly F Shiito, Esg

SEBALY SHILLITO + DYER. A Legat Profassional Assaeiation
WK ot ag Toaet | 30 H San Stiwd | Dagdos Chee 153251000

Beaa T el RO b Lawb 7202250 | DRMAGENNERE O | srdaw cuen

*The above documentation is presented exactly as provided (i.e., edge of email cutoff).

Also on March 6, 2015, ATIC entered a Service Agreement with Michael Martinsen in which ATIC
agreed to compensate Martinsen for certain services performed for ATIC, specifically related to
the CLEAT program {Attachment 28). Per the terms of the agreement, ATIC shall pay Martinsen
a $50,000 signing bonus and $175 per hour for his services; however, the aggregate amount paid
to Martinsen, including the signing bonus and his hourly compensation, is not to exceed $250,000
unless the agreement is renewed or extended. Further, pursuant to the agreement, Martinsen
signed a Certificate of Acknowledgement, covering the two year period March 6, 2015 through
March 5, 2017 with the following terms:
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i, on my own behalf and on behall of my respective spouse and former spouse, if any,

immediate family members, trustees, beneliciaries, helrs. descendants, administrators,

personal representatives, apents, ntlomeys, executars, and assigns, past and present, in their

capacities as such (collectively, the “Martinsen Releasing Partics™), hereby forever release

and discharge ATIC, Wright State University, Wright State Applied Rescarch Corporation,

Wright State University Foundation, Inc., Wright State Research Institute, an operating unit

within Wright State University, Double Bowler Properties Corp., and their respective

subsidiaries, trustees, aflilistes, attemeys, and shareholders, and each of the foregoing’s

respective  representatives, heirs, beneficiaries, cxccutors, administraters, assipns,

predecessors, successors, officers, directors, members, managers, cployees, trustees, agents,

and atturneys, past and present (coblectively, the “ATIC Panies”), from and against all actual

and potential claims, charges, demands, actions, suits, rights, obligations, lisbilities, debts,

fosses, accounts, damages, duties, judgments, and causes of action of any kind or nature

whatsoever, whether statutory or common law, whether federal. state, local, or otherwise,

whether known or unknown, whether asserted as of the last day of the Acknowledgment

Period or otherwise, including without limitation all costs, expenses, and fees (including

actunl attomeys® fees reasonably incurred) now known or herealler discovered (the
*Claims™), arising on or prior (o the last day of the Acknowledgment Period or on account of
ar arising out of any matter, cause, or event occurting on or prior to the last day of the
Acknowledgment Period that | or any other Martinsen Relcasing Party now have, have had in
the past, or might have in the future, against any ATIC Party, including without limitation
Claims nrising from or in any way related 10 (i) the Services Agreement, or (i) my federml,
state, or local tax obligations (collectively. *Martinsen Claims™) Lrepresent and warrant that
[ have not transferred, sold or assigned any Claim reluting to, arising from, or in any way
pertaining to any Martinsen Claim, nor are they aware of any portion of any Claim, right,
action or cause or action, relating to, arising from, or in any way pertaining to any Martinsen
Clnim, which has been assigned or transferred in any manner, including by way of
subrogation or operation of law. Excepl as otherwise prohibited by luw, I covenant, on my
own behalf and on behalf of each other Martinsen Releasing Party. never to suc any ATIC

Party for any Claim or allegation refating to, orising from, or in any way pertaining to any

Martinsen Claim, except that the { retain the right to enforce any future right or oblipation

owed by ATIC under the Services Agreement,

Based on Martinsen's service invoices to ATIC provided by Janet Erickson, it appears that

Michael Martinsen is providing consulting services to ATIC. An example has been provided as
Attachment 29.
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Ron Wine Consulting Group

Our analysis of WSARC and WSRI disbursements identified that RWCG is one of the highest
paid vendors at both entities.

WSARC:

excluding internal
bank account
transfers and

WSRI:

excluding payments
to WSARC, RWCG WSUMWSARC have
Is the 11¥" highest paid RWCG a total

Pgﬁg&t?;?h\fevg’g- paid vendor at of $1,785,193"

highest paid vendor $250,995°

at $1,534,198"

“Payment totals include all payments made June, 2011 through Aprii, 2015,

Through interviews, it was identified that WSARC used part of the workforce development funds
from the State for a subgrant with RWCG; however, Project Managers provided limited
information regarding the project. In order to determine the services provided by RWCG to
WSARC, we requested all contractual documentation. We made these requests in both June and
July 2015. For several months, the only contractual documentation provided was WSARC
subgrant agreement 1034-006 (Attachment 30); however, in October 2015 (over three months
after our initial request), we were provided WSARC subgrant agreement 12-1034 modification
one (Attachment 31), WSARC consulting agreement CA-15-020 (Attachment 32), and WSU
purchase order #25871 (Attachment 33).

Subgrant agreement 1034-006
(Attachment 30)

Subgrant agreement 1034-006 between WSARC and RWCG states the total estimated cost
would be $400,000 and covers the period of October 1, 2012 through December 31, 2013. The
agreement is signed by Ryan Fendley on behalf of WSARC and Ron Wine on behalf or RWCG.
Per the subgrant agreement, RWCG “agrees to use good faith efforts to perform the work
specified in, and fulfill the obligations under, this Agreement in accordance with the Project and
estimated project budget, attached to the Agreement as Exhibit A.” Examination of Exhibit A
identified the Project section, which should contain specific details of the work to be completed
by the subgrantee, was blank.

ATTORNEY WORK PRODUCT - PRIVILEGED & CONFIDENTIAL plante
Sl
Moran



D. Michael Crites, Esq. and Jennie K. Ferguson, Esq. October 3, 2016
Wright State University — Research Entity Analysis Page 76 of 103

EXHIBIT A

A THE PROJECT

B. PROJECT BUDGET

Consulnung Services applicable to The Project for the Defense Aerospace Graduate Studies
Institute will be billed by Subgrantee at az hourly rate of $250. Estimated hours worked per
month for this agreement 15 60

Exhibit A estimates the project budget to be 60 hours per month at a rate of $250 per hour, or
$15,000 per month. The total estimated contract cost, including labor and materials, is $400,000,
which is approximately $26,700 per month over the 15 month period.

Our analysis of the WSARC check register and select invoices identified payments allocated to
subgrant agreement 1034-006 continued beyond the 15 month agreement period. We compared
the actual monthly costs to project budget and contractual amounts from October 2012 to March
2015, as follows:

Ron Wine Consulting Group - 1034-006 Subgrant Agreement
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The actual monthly payments per the check register agreed to the estimated project budget of
$15,000 for the first 11 months of the agreement period. However, the check amounts paid for
the services performed began to increase in September 2013 and reached a level as high as
$65,000 for the December 2013 services. For invoices dated from January 2014 through March
2015, while no subgrant agreement was in place with RWCG, the amounts invoiced/paid ranged
from $30,000 to $68,750. In total, RWCG was paid almost $1.1 million from October 2012 to
March 2015 for this subgrant agreement.

We obtained supporting documentation for 18 of the 30 payments detailed on the chart above.
The 18 payments were judgmentally selected based on our analysis and deemed sufficient to
address this section. Therefore, the documentation for the remaining 12 payments was not
requested.

The invoices for subgrant agreement 1034-006 detail the total hours worked, the rate at which
the hours were billed ($250) and a description which lists the project’s name (Defense Aerospace
Graduate Studies).

INVOICE

Dale: Moeck 8, 2015
INVCICE w: WSARC 1078

TO: Wiight State Appid Rescarch Corpaafion P
ATTN, Kelth Raston Tor MR Wre
Wight Stale Untverstty . Ron Wire Consufag Group
220 Joshd Research Center 140° Estend Cho'e
3440 Colonet Genn Hy Daylor, Ofio 45453
Daylon, O 5440 ’ N
Ceniat Poyment Terms Lre Dae
Mokssa Wine ' Cue on rerep: 30 dtays -
Gry Descriction B Unit 'ce lire Ta'at

. Lotense Aooipsco Cmduate Studes - 220 nours @ 250 £0000.00 50 $0.000.00 2D

4: PO 1034005

Montheol “ebrusry, 2615

Ron Wire. Maetwa Wine oe Dovid Tior

We analyzed the invoices dated from October 2013 through March 2015 (18 invoices) for services
performed under subgrant agreement 1034-006 and noted that ten (10) included additional
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supporting documentation that describes the tasks performed and the number of hours spent on
each task, as shown below:

Defense Aetospoce Graducie Studies Instilule

Invoicing Documentation lor Qctober, 2013 - 147 hours 3250

= Cocrdinalion and plonning of aendspaca reseatch. innovatior and workiorce
development cctivifies wih local olliciol industry WPATE and universily potiners
o uxpend copatilities *o attract tutue Business (47 howrs}

+ Organizatien of Autonomy resecrch and worklorce davelopment miliclive wilh
academic and unversity collcbonators {5 hours)

= Organization of meelings ond diclogue with Ar Force Resecrch Lab leadership
and 5 & T dhectons to advance human pericrmance research and woxkiorce
developmen! initictivas {40 hours)

*  Mesling wilh cercspace industy representativas on research priorifies, business
:eve!opm- mil. piivate Investment and werkiorce devulcpment initiclives [45
US|

. Culnqmcclion ond meetings with NASIC cn research end froining recuirements
i buiid fulue tusiness opporunities. {10 hours)

This supporting documentation, however, appears to be duplicated from month-to-month but for
the order of the tasks and the number of hours spent on each task, as shown below:

Delense Aerospace Gradudte Studles Instihute

Inveoicing Documenlation for March, 2015 - 228 hours 25250

+ Crporization of meelings ord diclogue with Al “orce Research Laob landarshy
anc 5 & 1 directors o advance human performance resecrch and warktorce
developmant nitiatives (45 hours)

« Mceeling witn acrospace industry representatives on rescarcie priontics, business
developmen®, pivate investment and workiorce developmeant initiatives 145
hiours]

« Ceordnation andd plarning of oeraspace research. innovat on ard workloce
davelopmen* actvifies with ocol oficics. ndustry. WPAFE cnd unsversity partners
1o sxoend capabilties to aliract fulure busines: {34 hours)

+ Cormmunication and meatings with HASIC on research cnd trainng reqircments
fo buitd Ruiure Business opocrunities. ‘37 hours)

*  Orgarizalion cf Avtonomy ieteaich xd workforce development infiol ve wilt
acndemic and vniversity colaborators (42 hours)

Further, the subgrant agreement 1034-006 invoices provided for February 2014 and May through
November 2014 do not include this additional supporting documentation.
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Although the invoices for Subgrant Agreement 1034-006 do not detail the hours per employee,
they indicate that the work was performed by Ron Wine, Melissa Wine, and David Tilton. As
previously mentioned, all hours worked were billed at a single rate of $250 per hour. Per our
CLEAR research, Melissa Wine is married to Ron Wine. Additional background research
identified that David Tilton is the Managing Director of Mindshare Resource Solutions, located in
Spokane, Washington. The website for MindShare has the following testimonial from Ron Wine2:

Our success depends on adding value io our clients’ bottom line. Misdshare expertize i
grant ard proposal wiiting has lead to the captuie of moltiple eng veluoble contract
awards. dur pertiership with MindShare has been prefitobie pad mutuotiy beneficiol . |

ki ) caix drust thein to act professionally and eet resilts jor my clientele.’

~—Ron Vg, President and CEO - Ron Yine Consuliing Group

Further, WSARC Award 1025 from DPI specifically budgets $25,000 for marketing services from
Mindshare.

Professional Services
Resource

' : Total Cost
Mindshare Consulling - Marketing Services $25,000
inlernship and Industrial Partner Expansion 31 50'000
Subtotal Profassional Services $175'000
Isnd!rect Costs on Professional '

arvices

$45,500

Total Professional Services $220,500

In total, WSARC has charged $156,037 to the DPI award, $31,375 to the workforce development
funds, and $41,935 to other awards for services performed by Mindshare. The invoices from
Mindshare included supporting information detailing the date, hours worked, employee title,
contract task number, and rate charged per employee.

28 http:/iwww.consultmindshare.com/SuccessStories.aspx
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Mindshare Resource Solutions
120N Stevers Ste 300
Spokane, WA 99203
Invelce 2307
Date Petiod Hours Assoclate  Position Contract Task Number Rate Total
e —————— E—

BIL/2053 March 4 Duwid Then  Senior Asscciate WSARE 1 - Stralegic Market Anshysis §12500 5 500 0¢
3/4/2013 March 10 Dwsd Thten  Senier Asscciate WSARC 2 - Strategic Market Analysts S13500 5 1.2500c
8/5/2013 March 6 David Then Senior Asscciate WSARE ! - Strategic Market Analysis 513506 5 750,00
3/6/2013 March 8 David Titon  Senior Associate WSARC ! - Strategic Market Asalysis $12500 5 100000
3/7/2013 March 10 Darvid Than  Senior Aczoctate WSART § - Strategic Market Aaalysic $13500 5 1.250.00
3 32/2083 Morch & Drad Titen  Senlor Assotiate WSARC 1- Strategic Market Anahysk 512500 § 75000
3/13/2013 March B David Tiken  Senior Assceiate WSARE 1 - Strategic Mariet Aaalysis 512500 5 100000
5/38/2023 March B David Theen  Senior Associate WSARS § - Strategic Market Analysis $12500 5  1,00000
3/15/2053 March 7 David THen  Senior Associate WSARC 2 - Capabifity Analyzis & Dev §12500 § 875 0C
872072013 March 10 David Titon  Senior Assctiate WSARC 2 - Cagability Analysis B Dev 513500 5 125000
3/22/2013 March 3 Drsd Titon  Senor Associate WSARC 2 - Casability Analyzis & Dev 519500 5 112500
3/26/2023 March 8 David Tten  Senior Associzte  WSARC 2 - Capebikty Anahysis & Dev 512500 5 LOCODD
3/33/2013 March 10 David Tton  Senicr Associate WSARC 2 - Capsibilty Analyus & Dev 512500 5 125000
/2942013 March 7 David Theon  Senior Associste WSARL 2 - Cazability Analysis & Dev $12500 § 875 00
Toral Hours 111 Totallabor 5 1387500
3/18/2013 March 4 Karsten Obon Senlor Associate  WSARC 4 - Projest Management S1X500 §5 50000
3/29/2013 March 4 Obon Senlor WSARC 4 - Proyect Management 5123500 § 500.00
Total Hours .} Totallabor $  1,000.00
nvoice Grand Total $  14,875.00

The hours worked by David Tilton charged via Mindshare Consulting were billed at rate of $125
per hour, half the hourly rate RWCG charged for him.

Purchase Order #25871
(Attachment 33)

In addition to payments allocated to subgrant agreement 1034-006, WSARC also paid RWCG for
consulting services pursuant to WSU purchase order (“PQ”) #25871, issued on September 7,
2012. The PO, for $53,500, is for a professional service agreement with RWCG for FY2013. The
monthly cost based on the PO is approximately $4,458. On March 13, 2013, PO #25871 was
increased by $88,500 to $142,000 “to cover invoices through June 30, 2013". The monthly cost
of the revised PO based on the 12-month scope period is approximately $11,833. This is the only
revision to PO #25871 that we were provided.

We were provided an Excel file represented to contain a list of RWCG invoices {for WSARC and
WSRI) from approximately August 2010 through September 2013. This file contains 12 invoices
allocated to PO #25871 for FY 2013, which agree in total to the revised PO amount. Our analysis
of the WSARC check register and select invoices identified payments allocated to PO #25871
had continued beyond the PO scope period. It appears, at a minimum, the total charged by
RWCG for PO #25871 is at least $405,700, exceeding even the revised PO amount of $142,000.
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The invoices for the services performed pursuant to PO #25871 have a description of “Consulting

Services” and include the total hours worked during the period and a single rate at which all hours
were billed.

e AL T DO
Accour: OB CO! -'Sa:_

b3 33,250 INVOICE

Approved. E:“-)\'q A Doto: vy 7 2014

HVOICE 3 W3ARLD 054

TS ‘wikihi take Researct: Instiute

AT Keltn Ralsten T Wi Fon Wing

Wil State Unvarsty = RO Viitie Zonsuitrg Gioun

2640 Cocnes ern bwy 1401 Hatslewd Cindle

Duylon, OH 4545) Daytzn, Ohis 45458

Centac! Fayment Temms Due e

Melssc Wre Mue on recant 3C days

Qty Doscriptior Lrdll Price Line Icrat
Congiting Sandees 38,350.00 3D 20050

Rel2rec 10 Will REconirast #: PU2s8/ |

Month

The invoices provided for PO #25871 did not contain additional supporting documentation.

As previously stated, on October 6, 2015 we received two additional contractual agreements
between WSARC and RWCG:

m WSARC subgrant agreement 12-1034 modification one (Attachment 31); and

# WSARC consulting services agreement CA-15-020 (Attachment 32).

Subgrant agreement 12-1034 modification one

(Attachment 31)

Subgrant agreement 12-1034 modification one, entered into on March 27, 2015, was signed by
Dennis Andersh on behalf of WSARC and Ron Wine on behalf of RWCG. This agreement
modifies subgrant agreement 1034-006 and retroactively extends the period of performance from
December 13, 2013 to April 30, 2015. While the modification addresses that the initial contract
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period had ended 15 months prior, it does not address the estimated total cost of $400,000 at
approximately $15,000 per month (compared to actual monthly costs of, at times, over $60,000).

Agreement CA-15-020
(Attachment 32)

WSARC consulting services agreement CA-15-020, entered into on May 31, 2015, was signed
by Dennis Andersh on behalf of WSARC and Ron Wine on behalf of RWCG. The agreement is
retroactively effective May 1, 2015 and, per the project budget, has a period of performance
through June 30, 2019. The consulting agreement contains a scope of work that includes both
goals and strategic activities for the services to be provided. Further, the project budget identifies
three separate hourly rates to be charged for RWCG employees.

Global Stem Academy

Our analytics identified three payments made by WSARC to Global Stem Academy warranting
further review. We requested check copies and all supporting documentation for these payments.

Check #3166

Check number 3166, dated February 21, 2013, was issued to Global Impact Stem Academy
(“Global Stem”) for $250,000. The support provided for this payment was Global Stem invoice
number 1 and an email chain discussing the payment. Per the invoice, dated February 1, 2013,
the payment was for “Infrastructure and Start-up Support.”
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Global lmpast STEM Acadery
cfo ESC of Central Ghuo

2080 Qitygate Drive
Colunzbus, 0 $3219

INVOICE 1 212013
— d !

Wright State Applied Same a5 rec:pient ATEN; Szt Goading

Aesearch Corparation

1035 Colenel Glena Hwy:
Daytocn, OH 43431

QUANTITY | DescRETION O unmemce ~TowL |
HfA Infrastmascire and Start-ap Sappest Nfa $x50.000
$250.000
I ] 5250000

Thaznk 7= foryour suppart

Per the chain of emails, on February 21, 2013 Ryan Fendley contacted Scott Gooding at the
Educational Service Center (“ESC") of Central Ohio indicating that he was given his name “by Dr.
Estrop as the individual to work with related to funding gisa” and requested details regarding who
should be paid to provide the funding. Eric Ulas at the ESC of Central Ohio responded to Ryan
Fendley, thanking him for reaching out. He indicated that the check should be payable to Global
Stem and sent to ESC of Central Ohio located in Columbus. Ryan Fendley forwarded this email
response to Aja Ash and Terry Rapoch with the following instructions:
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From: Fendigy, Ryan D
Sent: Thursday, Febrary 21,2013 204 PM
Ta: Ash, Aja; terry rapoch@ws-arc org
Subject: Fwd Funding frem Dr Estrop
Afa.

We need u $250,0600 check, payable 1o the entity 1d'd below.
T should come owt of the S4m por of state funds.
Once Terry has sipned it please email me a copy. 1 will countersipn when | am back in the office.

I will draft the documentation to support it when 1 relurn, lwwes et | have been informed we need w provide the
email copy by noon tamomraw.

Respectfully,

Ryun

Per the instructions, the payment was made from the workforce development funds. Further, this
email indicates that check number 3166 to Global Stem is based on invoice documentation that
was created by Ryan Fendley.

Check #4017

Check number 4017, dated June 10, 2014, was issued to Global Stem for $250,000. We were
provided a Request Payment form that indicates the source of this disbursement is the workforce
development funds. The form was approved by Dennis Andersh on June 4, 2014.

Reouast Paymrmt

Propect: 1L fundns

Sourte; | D140+

ot ey (Nt Tl Bl oo B
Atk Joul Jemag e

“lﬂk“ﬁl‘j "D-o T\.;y 13“'“

£/a Yokt Ccaduryg

03 ol Ganezai D Ty SeL P OH Y52l

2080 Crygote Qg I

Cohrhbus. OH £331%

oy mooend {1 Siembint .
[@]

App A@‘:T’I_—__‘ nn.-ﬁ/}’é?’
Vb ll’SSZ if'{/ﬂ.’k...)
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The only other support provided beyond the Request for Payment was the same email chain to
support the payment of check number 3166, as previously discussed. Based on the
documentation provided, check number 4071 was issued to Global Stem with limited, to no,
support for the payment.

Check #3957

We requested check number 3957 for $150,000 and its supporting documentation because it is
recorded as paid to Global Stem in the WSARC check register. The provided check copy,

however, revealed it was actually issued to Midwest Clinical Research Center, LLC ("Midwest
Clinical™).

P N TTF2 |
Wright State Appiied Research Corporation E-—-—
43574 Colrel Drvw sty T

Bawwys raes_ 0% 8% 11 £6-91.427
|mazy Mok tooo

AMOUNT

Ui PBRED MuD 3 1 ThHonsAaD e §-22-1 $150 bop,

PAY

YUPLEST Conicm—
g‘“ Qt:z-:‘fﬂcg& C'.:z\n‘:r-’-ft;.c_

-

During our interviews, the Contracts Administrator represented the $150,000 was initially
recorded as a payable to Global Stem based upon her verbal conversation with the CFO. The
Contracts Administrator was later informed by the CFO that the payment was actually supposed
to be to Midwest Clinical, so the entry recording the $150,000 to Global Stem was reversed and
recorded to Midwest Clinical. The Contracts Administrator indicated that when the check was
issued, she probably selected the amounts recorded to and then reversed for Global Stem in
addition to the amount to Midwest Clinical in order to clear it out of the Accounts Payable module,
which could have resulted in the check being recorded as issued to Global Stem.

*00003%57m 120L 22009400 S3IL0LEB3GI L

Given that this is a handwritten check and the actual payee did not agree to the payee in the
check register, we concluded to perform additional research on this transaction:
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T,

P R TRV 1F T

R R M S
‘Obtained copy of
check

Requested support 5
for payment

-Inqmred regarding
the termination

*Payee on check
did not agree to
check register

*Payment made
to terminate
acquisition deal

+Deal fell through
due to increased
purchase price

While limited documentation was available regarding this deal, the CFO represented that the
payment made to Midwest Clinical was to terminate an acquisition deal. The CFO indicated that
he had been involved in the initial discussions regarding the potential acquisition of Midwest
Clinical and that the purchase price was represented to be around $2 million. Pursuant to these
discussions, a letter of intent {LOI) dated January 21, 2014 was sent to Dr. Bernadette D'Souza
(Member) at Midwest Clinical containing the terms and conditions under which WSARC proposed
to purchase the assets of Midwest Clinical, including its clinical trial book of business, equipment,
and other tangible assets to be identified in a subsequent purchase agreement (Attachment 34).
The LOI is signed by Dennis Andersh (as COO) on behalf of WSARC and Robert Magrino
(Director of Operations) on behalf of Midwest Clinical. Per the LOI, the purchase price is as
follows:

$11 Million Dollars ($11M); discounted by $4 Million Dollars
through a recognized gift (provided through a tandem gifi

agreement or other suitable vehicle) to the WSU Foundation.
The remainder, $7,000,000 wili be payable in the following: :

$3,000,000 in cash at the closing of the asset sals;

50% of the net income from operations within 30 days of the
end of year 1;

75% of the net income from operations within 30 days of the
end of each of years 2 and 3

The remaining balance of the $7,000,000 withm 30 days of the
end of year 4.

The $4,000,000 lnstallmanls payments will bear interest at an
agreed upon rate.

From provided email communication regarding the transaction, it appears that an addendum to
the LOI was received by Ryan Fendley on March 14, 2014,
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Oo hizr 14. 2014, 2t 342 FAL Feodley. Rvaz D ° =pan fundler Bugight edus wrste

> Fully executsd modification..,
>

1 m mestng wath our internal folks next week. Well be m touzk after that to drive to the fnish lne.

\'s

Y

Thasks,

vy

Ryan D. Fendley

wy

smeor Advisar to the Provost

Wizt State Uncventy

AT TTESI6S

¥V Y Y Y Y Y Y Y Yy

>

> From: Benadetts D'Sonza

> Sent Fnday, March 14, 2014 248 PAf

>To Fandley, Ryvan D

>z Robart Magring

> Subject Signed LOT addendum

> Hare it 1s Ryan  thanks

>

> Bemnadetts

>

» —Onigmal Message---mn

> From. pavipoggerPuos locl [mailke yavinscanae Smore local]
> Sent: Fnday, March 14, 2514 248 PAS

>To: Besnadetts D Souza

> Subjeet Message fam “RNPF2DOS]

>

> This E-maul was rent fram “RNPFID0SE" (3060)
>

> Scan Data: 03 14 2084 144732 (.040D)
>Quenes to: gavingcanperfamors local

> <Modifization to Midwest Climeeal LOI - Exezuted pis-

We were not provided a copy of the addendum. Subsequent to the modification, it was decided
that WSARC no longer wanted to purchase the assets of Midwest Clinical. Based on interviews
with the CFO, this decision was the result of the $9 million increase in purchase price due to a
valuation that was allegedly performed. In order to understand the increase in the purchase price,
we requested documentation regarding the valuation. WSARC represented not to have the
valuation documentation onsite because they were required fo return it or destroy per a non-
disclosure agreement (“NDA") entered into ahead of the potential transaction. We were provided
the NDA regarding the transaction that confirmed this requirement:
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4, The undersigned further agree that all Confidential Information and copies thereof
shall remain the property of the disclosing Party, and shall be retumned to the respective owner 9t‘
the Confidential Information or destroyed in the event the undersigned clect not to participate n
the Transaction, or at any time upon demand of the respective owner.

Analysis of the LOI identified that, if WSARC wished to terminate the LOI, it was required to
provide Midwest Clinical with written notice as well as a $150,000 termination fee:

§. Due Diligence  Buyer shall have from February 1, 2014 unlil March 15, 2014
Perlod: to determine whether or not to purchase the assets. Sefleris
expected to make available any and all Information requests
to support Buyer's review of Seller's existing book of business
and business financials, If Buyer determines that it does not
desire to purchase the assels, for any reason other than
identification of fraudulent business practices or those
ideniified in Sectian 8, Buyer shail deliver 1o Seller, prior to
the end of the due diligence period, written notice that Buyer
wishes to temminale the Letter of Inlent, and a $150,000
termination fee. In such case, the Letler of Intent shall
automatically terminate, except for those matiers which are
indicated therein as surviving termination. Neither party shall
have any Hability to the other from that point forward,

On May 23, 2014, Michael Booth from Sebaly, Shillito and Dyer provided written notice of
termination by WSARC that included check number 3957:

SEBALY SHILLITO + OYER b

May 23,2014

VIA HAND DELIVERY

Paul B Fimmer, kg

Pizkre! Schaeller & Fhehng Co, LPA
2700 Ketsring Tower

40 North Maia Strect

Dayion. (4] 45423

RE: Wright Statc Applied Rosearch Corporution Midw ext Clinical Research Center

Tear Maul:

Encloed pleass find Wright State Applizl Research Compuration®s check for S150.000 This
lctter will also semve as Wright State Applied Rescarch Corporation’s waitiem nctice af
temmination of the | elter of Intent dated January 21, 2014, as amended  Please [et me know iF
sou have any ywestions,

Very truly yours,

fﬂ! a3 :,7/1\

Michacl A. Bonth
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It was represented by the WSARC CFO that, after the acquisition was cancelled, Midwest Clinical
attempted to donate its assets to WSARC; however, no documentation was provided to support
this representation. We do not know when this attempted donation occurred.

Advratech
As previously mentioned, we reviewed the contractual documentation related to WSARC subgrant
agreement 1033. Analysis of the disbursements for this subgrant agreement identified that the

invoices provided to support payments had limited spending detail. Our analysis of these invoices
is outlined below.

Invoice #1001

Advratech invoice number 1001, dated May 10, 2013, charged WSARC $64,222 for “Fixed Price
Labor and Materials for Cochlea Task 1".

wh 30\
AdrastELE Invoice
iﬂtmmum
1— PO Lym— [ro—
{ Aprerwps; | - b1
Dty Sescrpton Ay Amourt
17 1r B ® e giachiorar FrEpeiaky tes Crvmirs, PhlE cistans Dot 3 rtmiy m 9 oaT 1T Tom] R
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The format of this invoice is inconsistent with other Advratech invoices. While the invoice
description identifies the terms of the contract and the project, it does not contain spending detail
regarding labor and materials. Further, this invoice lacks an approval signature.

Invoice #1011

Advratech invoice number 1011, dated October 23, 2013, charged WSARC $60,000 for “Fixed
Price Labor and Materials Cochlea Task 1.

APvese '2;:1 whiin. o

Advratech. L0 szt {033 oo §2 Invoice
P.O. Buny 138 acocee._$ bb o cp
Fairbom, O 43324 Dre LT
" 1a1}
Asprovod. Ney bl O 40 oay Srpa_
uiTs Yt Palaton .
Vg St Appdet Restcach Corparmion
1015 U skract Gilkeogs Fimy
Desylors, 0F] 4341}
PO.Ne Tewmns Progees
Agramest Ul Port W 2om
Cuamity Desorpton Ratn Acrons
) [Fised Prce 1300 s Miscrats oniden Tok | 1,800 D1 ey
Total o i g

The format of this invoice is inconsistent with other Advratech invoices.

While the invoice

description identifies the terms of the contract and the project, it does not contain spending detail
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regarding labor and materials. The address, which is a P.O. Box, also differs from the address
provided on invoice number 1001.

Invoice number 1001 and 1011 total to $124,222, which agrees to the total of the subgrant
agreement price in the contractual documentation we were provided. While these invoices
contain limited spending detail, WSARC appeared obligated to pay them per the unfavorable
terms of the contract, as discussed in the Contracting Issues section.

Invoice #4501-03

Advratech invoice number 4501-03, dated August 19, 2014, charged WSARC $31,050 for “Fixed
Price Labor and Materials” for the Artificial Cochlea project.

apigd .
L ADVRATECH
-l——.’
e A 4801 23 Lvorcs Date, W14
Contad "o Sgar £ NoaietpdiagEh S o B3 40 TZTIH vou) vt iy entors, et P temea
Hite YAty St spuad Trssarct Corporgaon il v Anwrmr LG
iz ot Gleen vy Atz Az easits Sershiatis
eyt CHIAaeH o0 Ber 124
Farser, OH #8224
Cotml Vane Frraes vars
Ag=erert NurTmr Xy Cemr eAirde g 18537 00
Hecpact Husctiar am s P14 [
Przatae Atlcy s T tzszam X
[ — frcuve A3 ee  tIRE
[ BLZFE ® wrems
Tern bt @
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Fu) Poce L abet wne ey 1nmMeR 527200
et ater e T mIiE
x> = J el OO0 13427200
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The format of this invoice is consistent with other Advratech invoices: however, it does not contain
spending detail regarding labor and materials. Further, contractual documentation to support this
payment was not included in the documentation provided subsequent to our request for all
Advratech subcontracts.
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9. WSRI Data Testing

We performed analytics tests on the WSRI check register and requested supporting
documentation for select transactions.

Duplicate Payments: Jason Parker
We analyzed two payments made to Jason Parker;

B Check number 10023933 dated May 8, 2015 for $490; and
® Check number 10024622 dated June 5, 2014 for $490.

We selected these transactions for analysis as payments made for the same amount to the same
individual is a potential characteristic of duplicate payments. The supporting documentation for
each check was a travel expense report combined with a travel authorization worksheet. This
worksheet outlined the reimbursement to be paid to Jason Parker based on the total travel
expenses he incurred, less the expenses charged to his procurement card. Review of the
worksheet detail for check number 10023933 and check number 10024622 identified that the same
travel authorization worksheet, for travel to Bangalore, India in February 2015, was provided as
support for both payments.
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TRAVEL AUTHORIZATION WORKSHEET
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As a result, Jason Parker was reimbursed twice for travel expenses to Bangalore, India incurred
in February 2015. Given this discovery, WSARC confirmed that check number 10024622 was a
duplicate payment and has contacted Jason Parker for reimbursement.

ASH, Inc.

We concluded to analyze the WSRI payments to ASH, Inc. because we wanted to identify if the
company is related to the Contracts Administrator, Aja Ash, who is responsible for processing
checks at the University; therefore, we requested the contract to support the payments to Ash,
Inc. We were provided a sponsored research agreement between WSU and Acclimate
Technologies, Inc. (“Acclimate™), whereby Acclimate was sponsoring the development of an asset
tracking system by WSU. Per the agreement, the project was to be performed over the one year
period from April 15, 2010 through April 14, 2011 and was to include Dr. Jack Jean, Dr. Mary
Fendley and two WSU graduate students. Ryan Fendley is listed as the WSU contact. Per the
terms of the agreement, WSU would bill Acclimate on a cost reimbursable basis, with total costs
to be billed of $140,000. The following details the scope of services to be provided by WSU:

Milestone Description Dativory
Dale
#l- * Acquire hardware EOM )
* Configure tha contants of tha catabass for living Lab
Demo System application
Installation ¢ Install at Living lab one demo system with ona

t=ader and thres room locators. Tho installation
loclﬂmwmml be permanenl. The damo sysiem

two purpeacs:
{I)mﬁhqlmnmmfoﬂddnghbmllo
demonstrate RFID tecknology, and
{8) provide & semp for tha system davelopors to
understand the constraints introduced by Living Lab

layout.
#2- ¢ Use tha demo systom at Living Lab to perlorm a full EOM2
site survey
Site Susvey and ¢ Datermine  optimal  hardware  installation
System Design requiramaents, including the placement of readers
and  woom localors, and alectrical/nstwork
requirsmenis
s Delivar sita survey/system design repont for
nppruvnl
#3~ . it to tmeel sysiem design EOM3J
nquimmu
Full System *  Install the fall system
Installation » Configuru the contents of the database for the Ml
system
+ FPrapars system documentaton
- + Train Living Lab parsonnel on preper wse and EOMS
administration of system
Training and ¢ Collact and evaluate the usage information once the
System sysiem is operational
Validaton + Validate tha systam; debug the systam U necassary
+ Finalize rystem docimentation
*#5 - * A final technical repart covering the activities of the EOM &
affort, and containing the resuits of the market
Final Report analysis and tachnology feasibility studies
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We were also provided three modifications to the agreement. Modification one, dated July 11,
2010, allows the WSU Project Manager?, Dr. Jack Jean, to make any revisions to the proposed
budget deemed necessary as long as the total project cost does not exceed $140,000.
Modification two, dated November 29, 2010, changes the contract from cost reimbursable to a
fixed price contract for $140,000. Modification three, dated January 18, 2011, extends the period
of performance for the agreement through June 30, 2011. Further, in the third modification,
Acclimate acknowledges that there was some confusion in documentation regarding the name of
the WSU subcontractor; however, the correct provider is as follows:

Ash, Inc.

1115 Inman Avenue

Suite 305

Edison, New Jersay 08820

We were provided the subagreement between WSU and Ash, Inc. regarding the asset tracking
system project. Per the subagreement, the period of performance is the one year period from
April 15, 2010 to April 14, 2011. The key investigator at Ash, Inc. is to be Ashok Rao and the cost
of the work performed was not to exceed $21,763.89. The statement of work for the
Subagreement is as follows:

% For the University, the individual with the role of Project Manager is called a Principal Investigator.
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Statement of Work for Nenash, inc.

1.0 PROBLEM STATEMENT

Tha Wright Staie Ressarch Insttute will usa active RFID hardware and bulid 2 middleware o
suppot ihe Living Laboratory Serter of the Nursing inatitute. Additlonglly, market analysis and
foasibility studies will ba tonzucted Lo datermine the commercial polontial o the appications
developed. Nanash, Inc. wiil support certain aspects cf this effort

2.0 PERICD OF PERFORMANCE

The period of perfosmance shall be affective 15 Aprll 2010 and conlinug through 14 Apxil 2011,
0 TASKS
The tasks 'o be pedomed includs:

= Suppert the determination optimal hardware [rstallaticn requirements, including the
placernent of readers and room lecators, and elaciricatinetwork requirements

+ Submit recommendabons of site survey/system design
s Suppod tha Vakiation the system; dabug the system if necessary
s Support tha ganeration of Final system documentation

4.0 DELIVERABLES
The defverables will inckide:
- System design recommendations, vafdaticn report, and system documaentallon,

£.0 EFFORT AND COSYT
The budget to axecute thase tasks for tha stated period parformance is calculaled on 3 Brm fixed
prica basis:
_ [TEM COST
Vicdaton raper and ystem documentation 11 78368

8.0 CONTRACTING CONTACT INFORMATION

Ashok Rao

@aash, Inc

1115 Inman Avenue,
Sufia 305

Edison, NJ 08820
{-573 4176380
732 815 3843

We analyzed the invoices for the two WSRI payments to Ash, Inc. related to the subagreement
and noted the two invoices totaled $27,908.57, which exceeds the total costs specified in the

subagreement. Invoice number 7400, dated December 15, 2010, charged WSARC a total of
$20,000 as follows:

ATTORNEY WORK PRODUCT — PRIVILEGED & CONFIDENTIAL plante
Moran



D. Michael Crites, Esq. and Jennie K. Ferguson, Esq. October 3, 2016

Wright State University — Research Entity Analysis Page 97 of 103
v f
ASH INC ~— “RERE
> :3"..‘-\ aa
1115 INMAN AVENUE, SUTTE. 305 "?H“’
EDISON, NJ 08820 e fils
EL: Y724 17-638G FAX: 722-815-9844 .
EMAIL: NANASHPHEAOL.SUM
INVOICE #7200 \llgl,'("\ |
SOLDTO:  Wrighs Siue Usiversliy sHPTO:  samE b ¢ Vs
3640 Coloncl Gleen Hovy v P
Deyton 01 £5415-000) \/[gpa" ‘flu
y
NVINCEA L bat: SUIP VIA THIMS
40:: T Zissow Upen Recoipt
CLKTS Leg# CUSTPO¥  BUYER HALENREP
WR-ASHID Houer
CRSCRIPTION QY ___PRICF_AMOUNT
Y e READL  y same s10fr0
cﬁﬁ‘n%&ﬂumﬂ,wmuwﬂku PakoTIAN "r (mu? 20 sm.ma
FOAT Gl O 1O *13 920as 77 it 2 ewid,
Amounr 2.0 023,03 oy
T e G
e Swe / 4&\9’"
RSPI...pm-n . _;;_: 74 =
T.-.--uu.twudhﬂh. TSMADS AVINUL SUSTE 39, CDISCH, 1) GRES0U whon progt netkee.
wLEL be g ven of any objarcong et ¢f hls kredon 1) TEndestd. Gomy retammble for 199 rraded ats). e
wctann] ol wpon WL svtica fran Ak 1nc,
1] v s Ash
NI G820,
SO XCURIS ACCETT=D OF SLADK? ALLOWED AFTSA 10AYS T0M DATT OF ROCICF™ OF X EOTHINT
DA ARV SFPAATHFNT Wi L. ACCEPT MO RETIRID W T0UT AN AUTVORLY.IY EETLPN

Per the invoice description, the work performed appears to fall within the scope of work detailed
in the subagreement. The second invoice (number 7460) is dated December 28, 2011 and
charged WSARC $7,908.57 for the “development of protocols for SCADA Security White Paper.”
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vED
ASH, INC %

!zm 1g MM 323
1115 INMAN AVENUE, SU

i “1 ERASIY
EDISON, NJ 08 sza\‘}éwké?wg‘&“%’mm

TEL: 973-417-6380 FAX: T32-81 59846
HANASHFIBACL COM

EMAIL §AN . 2
P’}
=
INVOICE #7460 )
[l
SOLDTO:  Wright Stute University SHIPTO:  SAME "i s
3640 Colonel Glemm Hwy =
Dayten, OH 45435-0001 £k
f 5 ™
INVOICE # DATE SHIF VIA TERMS
7460 122872011 Uzon Recelpt
CUST # Logh CUSTPO¥# BUYER SALESRETP
WR-ASBIO Honse
DESCRIPTION OTY __AMOUHT
Develapment of Protucals for
SCADA Security White Paper 1 $7,908.57
TOTAL $7,908.57

GRAND TOTAL: §7,908.57

wiiee
L4y favole it oweod by A=y bac 1115 H-'HAH'AVENUE.MT‘ESGS.EDB)H.HI S652090 when prompt
must e ziven of try ohyections £ pryrect of this iwvplce 28 rerderal.

remit this invoice to

In N E, SUITE 305, EDISON
NL 08870,

NORETURNS ACCEFTED O CLADMS ALLOWED AFTER § DAYS FROM DATE

OF RECIEPT OF INVOICE.

The invoice date is over nine months after the end of the subagreement period of performance
and the invoice description does not appear to fall within the subagreement scope of work.

Further, our analysis of invoice number 7460 identified several unusual characteristics that could
be indicative of a fictitious invoice when compared to invoice number 7400, as follows:

B The invoice has a different font for the company name and contact information.
M The size of the font for the invoice number is larger.

B The grand total is not underlined.

B There is different text at the bottom of the invoice.
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We concluded to perform background research on Ash, Inc. given the inconsistencies identified.
We were provided the form completed by Ashok Rao, which contained the information the
University utilized to issue the 1099(s). We performed a business entity search based on the
employer identification number provided on the form; however, the employer identification number
was unable to be verified. We also used CLEAR background research software, which identified
that Ash, Inc. appears to be a clothing store.

Business Mame: ASH CLOTHING INC Lega! Business Narme:
Address: 1115 INMAN AVE

EDISON. NJ 08320

Phore (973} 4176380
Counry: MIDDLESEN
Primary 1SO Country Code: f127.%
Address:
Secondery 1SO Coumtry Code:
Area Code & Phone Number: (973 417-6380 Fax Phone Number:
E-Mail Address: Web Address: wrarwy 2choiothing com
Contact: ASHLUK R&O Title Description VICE PRESIDENT
Primary SIC Code: 5137 WOMENT

CHILDAENS, AND INFANTD

CLOTHING AND

ACCESOORES
Secondary SIC Code: 5136 MEND AND BOYTT

CLOTHING AND

FURNISHINGS
Primary NAICS Code 424320 MENS AND BOYS

CLOTHING AND

FURNISHNGS MERCHANT

WHOLEDAL FAD

In summary, our analysis of Ash, Inc. identified two potential problems:

1) The second invoice from Ash, Inc. contained several characteristics of fictitious invoices,
including discrepancies in font, format, etc. In addition, this second invoice did not appear
to fall within the scope of the subagreement, and exceeded the approved amount. We
were unable fo conclude whether this invoice was fictitious and/or for legitmate services,
given the historical age of the project and limited knowledge/lack of involvement by current
WBSRI personnel.

2) Findings from our background research identified that Ash, Inc. appears to be a clothing
store. We do not know the technical background of Ash, Inc.'s employees, but it is
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suspiscious that a clothing store would be invoicing WSRI for “developing protocols for a
SCADA security white paper” (in addition to it not being within the scope of the
subagreement). Further, we found it suspicious that Ash, Inc. would be performing the
services that were within the original scope of work, both “system design” and “reporting”
for an RFID technology research project. Interviews identified Ash, Inc.’s role may have
been related to instaling RFID technology into clothing, but we were unable to
substiantiate that assertion given the historical age of the project and limited
knowledge/lack of involvement by current WSRI personnel.
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10. Other Matters Researched

Purchasing Cards

We reviewed the activity of the WSRI purchasing card and WSARC debit card given the lack of
control surrounding the use of the workforce development funds. The possession of cards, and
our corresponding analysis, of the key individuals is detailed in the ensuing table:

" WSRI Purchasing Card | WSARC Debit Card

Does not exist

Dennis Andersh Analyzed (per Aja Ash)
Ryan Fendley Analyzed Analyzed

. Does not exist Does not exist

AECIR L e (per Michael Corbett) {per Aja Ash}

Does not exist

Sundaram Narayanan Analyzed (per Aja Ash)
Terry Rapoch Analyzed Analyzed

Keith Ralston Analyzed S

(per Aja Ash)

An analysis of purchasing card statements and travel expense reports showed that personal
expenses, including additional hotel nights and room service, were charged to purchasing cards,
but subsequently recovered by WSARC/WSRI during the travel expense reimbursement process.
We recommend that personal expenses be discouraged on purchasing cards (e.g., extra hotel
night should be paid separately.) We also suggest that employees are provided continuous
training on the use of purchasing cards in conjunction with WSU policy.

Phani Kidambi Pay

We were requested to analyze Phani Kidambi's pay because it was represented to us during
interviews that he may have been receiving unallowable summer pay from WSARC. To
determine the amount of summer pay he received, we reviewed the payroll register covering our
scope period for Phani Kidambi. We also reviewed Kidambi's personne! file to determine whether
the summer salary he received was included as part of his compensation. For Phani Kidambi's
positions as CECS Lecturer and Director of International Programs, Wright State International
Gateway (“WSIG") Director and Director of Business Process Reengineering for WSRI, three
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months of summer salary was permitted. The following timeline summarizes the positions Phani
Kidambi held at WSU and the salary and stipends he received:

September 8, 2014

August 15, 2012 « Transferred to

» Hired as CECS Director of Business
Lecturer & Director of Process Reengineering
International for WSRI
Programs « Stipend of 527,500 in
June 1, 2009 = Base salary of addition to academic
» Research Engineer $71,000 for academlc year base salary
far WSRI year * 3 months summer
= Annual base salary of = 523,667 of summaer salary {not paid as of
470,000 salary 6/30/15)
ﬁ-“:" ( = T, AT )
= ! ; g
\ A | Y <
January 1, 2011 August 1, 2013
« Base salary increased * Transferred to WSIG
1o $90,000 to reflect Director
completion of Ph.D. « Stipend of 520,000 In

addition to academic
year base salary

» 526,510 of summer
salary

We also analyzed Phani Kidambi's payroll allocation to determine the source of his summer
salary. For the summer salary received as part of the compensation for his position as CECS
Lecturer and Director of International Programs, the payroll allocations revealed two payments
totaling $15,778 allocated to BIEWSRI. The information in Phani Kidambi's personnel file does
not specify the department responsible for his summer salary.

It should be noted that while the summer pay Phani Kidambi received was allowed per the offer
letters for his positions held at WSU, our analysis revealed that an error resulted in an
overpayment of $5,917 in May 2013.

Internal Control Issues: Conflict of Interest

it was identified in our interviews that Keith Grimes® was a full-time employee at WSARC:
however, effective February 2015 his time was reduced to 60%. The other 40% of his time was
spent working at another company, Eccrine Systems, Inc., with his role as CEQ. Per the

% Jt is our understanding that Keith Grimes is no longer employed at WSARC.
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documents filed with the Ohio Secretary of State, Eccrine Systems focuses on the development
of Bluetooth sweat sensor technology. Keith Grimes indicated that he disclosed this relationship
to WSRI multiple times. Although it was represented that Eccrine Systems currently does not
compete with WSARC, it is possible that it could in the future.

WSARC should enforce the University's conflict of interest policy. Further, WSARC should ensure
there is a policy in place that prohibits its employees from entering into a business that directly
competes with WSARC and/or the University.
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