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Our audit indicated that, although the DGCE had internal controls in place to
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Background

Fitchburg State College (FSC), a four-year coeducational public college of liberal arts and
professional programs, offers undergraduate, graduate, and continuing education programs on a
full-and part-time basis with enrollment of approximately 3,350 undergraduate and 2,250
graduate students. FSC is one of 25 higher educational institutions in Massachusetts that are
organized under Chapter 15A, Section 5, of the Massachusetts General Laws.
Our audit was initiated as a result of a Chapter 647 report filed by FSC with the Office of the
State Auditor (OSA). The report indicated that computerized revenue batch reports for the
Department of Graduate and Continuing Education (DGCE) may have been manipulated and
altered, resulting in a possible theft of funds. Chapter 647 requires the OSA to determine the
internal control weaknesses that contributed to or caused an unaccounted-for variance, loss,
shortage, or theft of funds or property; make recommendations that address the correction of
the condition found; identify the internal control policies and procedures that need modification;
and report the matter to appropriate management and law enforcement officials.
Audit Scope, Objectives, and Methodology

In accordance with Chapter 11, Section 12, of the General Laws and Chapter 647 of the Acts of
1989, we have conducted an examination of certain activities of Fitchburg State College’s
DGCE cash receipt operations for the period December 1, 1999 to May 31, 2001. Our audit
was conducted in accordance with applicable generally accepted government auditing standards.
The purpose of our review was to determine the internal control weaknesses that permitted the
theft to occur, determine any corrective action taken, identify additional internal controls FSC
could introduce to prevent a future occurrence, determine the actual amount of the theft, and
ensure that the incident was reported to the proper law enforcement authorities.
To accomplish our objectives, we examined the conditions that surrounded the theft that was
reported, including the accuracy of the amounts involved. We also assessed the measures,
including newly implemented internal controls, taken by FSC to prevent future occurrences. We
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met with the college’s Treasurer, Director of Business Operations, and Director of Accounting
to discuss the circumstances surrounding the theft. We also obtained and reviewed documents
relating to the incident, including batch reports, deposit slips, trust fund cash deposit vouchers,
bank copies of checks deposited, a copy of the internal control policies manual, and the revenue
internal control procedures manual.
We also interviewed individuals involved with the flow of cash from receipt to the reconciliation
of revenues.

During our audit we met regularly with FSC’s Treasurer and Director of

Accounting. During these meetings we discussed and received explanations, documentation, and
feedback on corrective measures that have been or will be implemented regarding the reported
Chapter 647 theft of funds. This matter was referred to the Worcester District Attorney’s
Office for investigation.
At the completion of our audit we met with the President and Treasurer of FSC and discussed
the results of our audit.
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AUDIT RESULTS
IMPROVEMENTS NEEDED REGARDING INTERNAL CONTROLS OVER CASH RECEIPTS

The Department of Graduate and Continuing Education (DGCE) of Fitchburg State College
(FSC) had internal controls in place to receive, record, report, deposit, and safeguard cash
receipts. However, the internal controls were circumvented, resulting in a theft of $32,229 (see
Appendix I) by the DGCE bookkeeper during the period December 1, 1999 to May 31, 2001.
The theft occurred because there was inadequate segregation of duties to provide checks and
balances over cash operations, and computerized revenue batch reports were altered by the
bookkeeper.
A primary principle in any internal control system or plan is adequate segregation of duties. The
principle of segregation of duties is critical because it ensures that different functions, such as
the receipt of cash, recording of cash, and deposit of cash, are not performed by one individual.
The key is that no individual or small group of individuals should be in a position to control all
aspects of a transaction and the use of resources.
Our review disclosed that the bookkeeper for the DGCE did not report, record, and deposit all
of the cash collected by the DGCE cashiers (including herself working as a cashier on 129
occasions) from students registering for classes. We found that 28 batch reports (a batch is the
college’s term used for the receipts posted to the FSC accounting system for a period of time
between deposits) during the period December 1999 to May 2001 were falsified and altered by
the bookkeeper in order to cover the $32,229 theft of funds. Also, the bookkeeper falsified
deposit slips and altered batch reports to cover up the amount of funds stolen.
For example, in the batch processed on November 30, 2000, the bookkeeper received $1,122 in
cash from the cashiers. However, when the bookkeeper prepared the bank deposit slip and the
Trust Fund Cash Deposit Voucher (TFCDV) report, only $222 was reported as cash received.
In order to cover up the theft of the remaining $900, the bookkeeper added a $300 and $600
check that were received from other batches. After the deposit slip, money, and TFCDV report
had been forwarded to the Treasurer’s Office, the bookkeeper would prepare and print a batch
report that reflected the actual amount received and would alter the summary page of that report
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by manipulating (cut, paste, and copy) the amounts to cover up the theft of funds. We also
noted that some of the cashier’s reports were altered to reflect that no cash had been received
when, in fact, cash was received, thus replacing the references to cash with references to checks.
The summary page would be photocopied in order to disguise the alteration and then would be
forwarded to the Treasurer’s Office for account reconciliation.
We reviewed FSC’s procedures regarding the recording, reporting, depositing, and safeguarding
of cash receipts and determined that improvements were needed. The DGCE’s cashier would
register students for classes by accepting cash, checks, and credit cards. The cashier would close
the registration activities each Tuesday and Thursday and transfer all cash, checks, and credit
card payments to the department’s bookkeeper. The bookkeeper would give a written “cash
receipt” to the cashiers acknowledging the transfer of funds whenever cash was involved.
According to the internal control procedures for the separation of duties in the college’s
procedures manual, the bookkeeper was not supposed to function as a cashier. Each cashier is
required to close out the activity from the computer system and turn over all money to the
bookkeeper each Tuesday and Thursday, including a report of the funds that each had collected.
The bookkeeper then summarizes the reports from the cashiers and prepares a TFCDV, which
lists the types of revenues collected (cash, checks, or credit cards) and prepares a deposit slip.
The TFCDV, deposit slip, and revenues are required to be checked by another clerk in the
department prior to being forwarded to the Treasurer’s Office for deposit. The Treasurer’s
Office verifies the cash received from the DGCE based on what was reported on the TFCDV
and deposit slip and processes the activity with the other deposits for that day. The DGCE
bookkeeper prints a report of the batch activity, which is distributed to the cashiers for
verification of activity. The summary section of the batch report is forwarded to the Treasurer’s
Office for account reconciliation, but a time frame has not been set for this section to be
submitted.
The internal control weaknesses we found in the internal control system are as follows:
•

FSC’s internal control policy states, in part, that “the department will have two staff
bookkeepers who maintain financial records but do not perform cashiering functions.”
However, our review noted that the bookkeeper in question acted as a cashier 129 times
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during the period October 1999 to June 2001. In addition, the bookkeeper would open
mail-delivered student registrations and enter them into the batch activity. Therefore, the
bookkeeper functioned as a cashier and maintained financial records, bypassing the controls
of separation of duties within the department.
•

Whenever the cashiers turn over cash to the bookkeeper, either between batch closure dates
or at the close of the batch, they receive a “cash receipt voucher.” However, it was noted
that not all of the cashiers retained their “cash receipt vouchers” after the batch was closed;
thus, the audit trail was not being maintained. Some cashiers did not want to keep the cash
on hand for a period of time and would turn it over to the bookkeeper between the routine
registration closings on Tuesdays and Thursdays of each week.

•

FSC’s internal control policy states that the deposit is to be given to a supervisor for review.
The supervisor was to review the TFCDV report and deposit slip and sign the report to
show that they were in agreement. It was noted that the supervisors only reviewed materials
given to them from the bookkeeper. The cashier’s CP screen report is printed from the
computer system of each cashier in order to reconcile each cashier’s revenue activity for that
batch. After the cashiers reconcile their revenue activity, they transfer the batch activity to
the bookkeeper. The CP screen report indicates the cash, check, and credit card activity
during that batch period. However, we noted that the CP screen report was not included in
the package given to the supervisor to review and, therefore, the information on the report
and deposit slip would not be verified to all available supporting documentation by the
independent source. The supervisor was only verifying that the cash and checks agreed to
the deposit slip and the TFCDV report. Our review also disclosed that the supervisor
signature on a number of the TFCDV reports appeared to be forged. This would indicate
that the supervisor was not always verifying the activity prior to transfer to the Treasurer’s
Office. We were informed that more than one person could approve the TFCDV report
and deposit slip, which could allow the bookkeeper to circumvent this review process by
indicating that the other person had reviewed the batch activity.

•

In order to allow the DGCE deposits to reach the Treasurer’s Office in a more timely
manner, the internal control policy allowed the department to deposit its receipts upon proof
of the cashiers’ revenues and CP screen report, rather than wait for the batch report to be
prepared. The batches are closed every Tuesday and Thursday, and the deposit slip is given
to the Treasurer’s Office for deposit. The batch reports are printed overnight or the next
day, and are used to reconcile with the cashiers’ CP screen reports. After reconciliation, the
batch reports are submitted to the Treasurer’s Office, but there is no required time frame for
submittal. Thus the bookkeeper in question had the opportinity to alter the batch reports to
cover the theft of cash.

•

Some cashiers would return the “cash receipt voucher,” which they received between batch
closings, to the bookkeeper at the close of the batch. We did note that some cashiers would
turn over only a photocopy of the “cash receipt voucher.”
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•

The DGCE cashier who was supposed to review the TFCDV and deposit slip only had the
TFCDV, money, and deposit slip as documentation to conduct the review. The person who
reviews the TFCDV signs the report to verify its accuracy. However, based on our review,
we found that some of these signatures were forged.

•

Photocopies of the altered summary report were given to the Treasurer’s Office. The
Treasurer’s Office did not know the reports were altered photocopies because they were
printed on the same paper as the originals.

We also noted that the DGCE bookkeeper in question used checks received from students to
cover up the cash taken by decreasing the amount of cash involved and increasing the check
amount to cover the total amount to the batch cash/check activity. Since the bookkeeper acted
as cashier on 129 occasions and received and opened mailed in registrations, checks were
available to be used to disguise the theft of cash.
During the course of our review, FSC instituted a number of changes to its internal controls.
Specifically, it has stopped accepting cash as a form of payment and is requiring that the DGCE
print batch reports in color and is requiring colored paper stock for all transmittals.
On November 14, 2002 the defendant pleaded guilty and received 5 years probation. The
defendant must make restitution of $32,229 and surrender all monies contributed toward her
state pension. The court probation department must approve all future employment for the
individual while she is on probation.
Recommendation

FSC should review its internal control procedures and make the following changes:
The Treasurer’s Office should perform a follow up test on FSC’s revised internal control
procedures periodically to ensure that they are being complied with and functioning as designed.
•

The college should continue to not accept cash.

•

The employee that reviews the bookkeeper’s TFCDV and deposit should also review the
batch close-out documentation from the cashiers and ensure that someone reviews each
batch closure.
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•

The Treasurer’s Office should ensure that it receives supporting documentation for each
batch report in a timely manner. The use of colored computer paper would help prevent the
alteration of amounts reported.

•

The principle of segregation of duties should be enforced so that no individual controls all
aspects of a transaction. The DGCE bookkeeper should not act as a cashier and should not
be allowed to receive cash and open delivered registrations by mail.
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APPENDIX I
FITCHBURG STATE COLLEGE ANALYSIS OF CASH VARIANCES
DECEMBER 1999-MAY 2001

Batch
Date
12/16/99
01/13/00
01/25/00
02/01/00
05/11/00
05/18/00
06/01/00
06/27/00
07/11/00
08/03/00
08/22/00
09/07/00
09/14/00
10/10/00
11/07/00
11/14/00
11/16/00
11/30/00
12/14/00
12/26/00
01/01/01
01/04/01
01/18/01
01/25/01
03/27/01
04/19/01
05/10/01
05/17/01

Cash
Received
$

$

1,955
1,081
1,942
901
1,112
1,626
968
593
1,293
547
3,648
1,325
480
700
882
2,638
1,320
1,122
616
899
311
1,757
1,471
1,402
2,456
3,486
2,005
1,715
40,251

Cash
Deposited
$

1,198
2,648
102
1,738
222
216
37
235
1,491
135
8,022

$

8

Cash
Variance
$

$

757
1,081
1,942
901
1,112
1,626
968
593
1,293
547
1,000
1,325
480
700
780
900
1,320
900
400
862
311
1,522
1,471
1,402
965
3,486
2,005
1,580
32,229
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APPENDIX II
Chapter 647, Acts of 1989, An Act Relative to Improving the Internal Controls
within State Agencies
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Chapter 647, Acts of 1989, An Act Relative to Improving the Internal Controls
within State Agencies
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Chapter 647, Acts of 1989, An Act Relative to Improving the Internal Controls within
State Agencies
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APPENDIX III
Chapter 647 Awareness Letter from the State Auditor and the State Comptroller
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