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Summary

Allegation

Results of
Investigation

An employee of the University of California, San Diego (UCSD)
conspired with other individuals to file falsified payroll documents for
personal profit.

We conducted an investigation and substantiated that the employee
cited in the allegation and at least one other employee of the UCSD
conspired to file falsified payroll documents. The employees, who
served as the director and the administrative assistant of an outreach
program for high-risk students, were responsible for the fiscal and
administrative control of the program. In addition to conspiring to file
falsified payroll documents, the director and the administrative assistant
misappropriated over $12,680 in state and local funds for their personal
profit and participated in other improper activities such as conspiring to
submit false mileage reimbursement claims. In addition, the director
engaged in conflict-of-interest practices, established a secret,
unauthorized bank account, and used money from the outreach program
for nonprogram related expenses. As a result of our investigation of the
allegation, we identified more than $40,000 in costs associated with
these improper activities. Table 1 provides a listing of the improper
activities and the identified costs.

During the course of our investigation, both the director and the
administrative assistant resigned from the UCSD. We have provided the
results of our investigation to the state attorney general, the Internal
Revenue Service, and the Franchise Tax Board for use in criminal and
civil proceedings.



Table 1 Improper Activities and

Identified Costs
Identified
Improper Activities Costs
I. Misappropriation of Funds
A. Director $6,111.25
B. Administrative Assistant 6,586.19
II. Conspiracy to Submit False Payroll Documents
A. Unearned Pay Received by Seven Student Employees 9,751.74
B. Cashing of Falsified Payroll Checks 831.30
C. Unaccounted Petty Cash 3,233.49
D. Unauthorized Payments 705.82
II. Conspiracy to Submit False Mileage Reimbursement Claims 10,956.34
IV. Establishment of Secret, Unauthorized Bank Account 1,110.59
V. Use of Program Funds for Nonprogram Related Expenses 1,145.00
Total $40,431.72




Introduction

The California Student Opportunity and Access Program (Cal-SOAP),
as described in Section 69561 of the California Education Code, is
designed to increase the accessibility of postsecondary educational
opportunities to low-income and ethnic minority elementary and
secondary school students. It is also, to the extent possible, designed to
assist community college students in transferring to four-year
institutions. ~ This program, which the California Student Aid
Commission (commission) administers, serves more than 30,000
students statewide. Six Cal-SOAP consortia provide direct services to
students that may vary according to individual project resources and
local students' needs. These services may include the following:

e tutoring in different subject courses and strategies for academic
excellence;

e advising individual students, groups of students, or both;

e arranging meetings and seminars for students on college admissions;
« skill building, career and goal clarification; and

« providing information to parents on student financial aid.

Each Cal-SOAP consortium applies annually for continued state
funding, with each state dollar being matched by local agencies with up
to one and one-half local dollars.

In fiscal year 1992-93, the commission awarded the San Diego
Cal- SOAP consortium (SD SOAP) more than $168,000 in grant
monies. The SD SOAP, which serves the largest number of schools in
California with 29 secondary schools and one elementary school in San
Diego County, has 19 participants in its consortium, including the
University of California, San Diego (UCSD); San Diego State
University (SDSU); and the San Diego Community College District.
Many of these 19 participants provide financial assistance in the form of
student employee salaries. The SD SOAP is governed by an advisory
board composed of all the voting members of the consortium. This
advisory board sets policy for the SD SOAP project, oversees the
activities of the project staff, and provides general direction to the
SD SOAP director. The advisory board also selects a fiscal agent for



Scope and
Methodology

the program that is responsible for fiscally administering the program
and for submitting the required reports to the commission. The UCSD
is the fiscal agent for the SD SOAP. In partial fulfillment of this
responsibility, the UCSD provides two full-time employees, the director,
and an administrative assistant to administer the project. These
employees are paid with Cal-SOAP grant funds. To provide the direct
services to the outreach students, the SD SOAP hires approximately 40
student employees every year to serve as college peer advisors or tutors.

According to SD SOAP office procedures, student employees are
required to maintain a time sheet to accurately reflect all hours worked
during the week. The student employees turn in these time sheets to the
SD SOAP administrative assistant every Friday.  After receiving the
time sheet, the administrative assistant prepares the official payroll
document for each student employee and submits it either to the UCSD
or another participating college. For UCSD students paid by the
UCSD, the administrative assistant reports the student employee hours
to the UCSD every other week. For the other students, the
administrative assistant may report the hours bi-weekly or monthly.
According to SD SOAP procedures, the student employees cannot
receive a payroll check until after the administrative assistant receives
the time sheets.

The scope of our investigation was limited to identifying instances of
alleged misappropriations of state funds and other improper or
questionable activities at the SD SOAP. During the course of our
investigation, we identified weaknesses in the SD SOAP's system of
internal controls that enabled the misappropriations to occur and remain
undetected.

For our investigation, we reviewed the payroll and personnel records for
a judgmentally selected sample of seven student employees for the
period from June 7, 1992, to June 30, 1993. The payroll records
included the time sheets the student employees completed, the official
payroll documents the SD SOAP administrative staff completed, and
UCSD accounting records. We compared the number of hours the
students worked as reported on time sheets to the number of hours the
SD SOAP reported they worked and for which they were paid.
(Appendix A shows the discrepant hours for each student and the
amount of unearned pay each received.)

In addition, we conducted a review of selected personnel and payroll
documents of the director and administrative assistant. We also
reviewed summary reports listing some of the office expenses for 1991,



1992, and 1993 and bank documents related to three checking accounts,
one of which the director secretly established for the SD SOAP but of
which the UCSD was not aware. We did not attempt to review all
records for all student employees because we were able to substantiate
the allegations based on the above review.

Finally, for our investigation, we interviewed the director, the
administrative assistant, the former administrative assistant, a counselor
for the SD SOAP, and six of the seven student employees. The seventh
student employee refused all attempts to be interviewed. After we
determined employees of the UCSD had engaged in improper and
possibly illegal activity, we notified officials of the UCSD, the state
attorney general, the Internal Revenue Service, and the Franchise Tax
Board. After we notified the UCSD, the UCSD performed additional
testing at the SD SOAP. We also reviewed many of the documents that
the UCSD's internal auditors collected in cooperation with our
investigation.



Chapter 1

Chapter
Summary

Misappropriation
by the Director

Misappropriation of Funds
for Personal Profit

Based on our investigation of available documents and interviews with
SD SOAP personnel, we found that both the director and the
administrative assistant misappropriated state funds for their own
personal use and profit. The total amount of misappropriations by these
two employees was in excess of $12,680. The director misappropriated
more than $6,000 for her personal profit by writing checks to herself
and her spouse from a secret, unauthorized bank account and by
falsifying expense reimbursement claims. In addition, after the director
resigned from the University of California, San Diego (UCSD), she
failed to turn over a check written to the SD SOAP by another
organization. The administrative assistant misappropriated more than
$6,585 by falsifying payroll documents, forging signatures on payroll
checks, and forging the SD SOAP endorsement on checks from other
organizations.

We found evidence the director misappropriated over $6,000 from the
SD SOAP for her own personal profit. Based on a review of checking
account documents, we determined the director falsified a checking
account register to conceal the total amount of cash she paid to herself.
For example, the director recorded that she cashed a check for $400;
however, when we reviewed the canceled check, we discovered the
director had cashed the check for $600. Based on a review of all of the
canceled checks, we determined the director personally cashed six
checks for a total of $2,159.50, including the one we mention in the
example above. We could not find any documentation or receipts to
justify the checks other than notations on two checks. For one check, in
the amount of $100, the director noted it was for petty cash. However,
there were no receipts to prove the petty cash was spent for legitimate
SD SOAP purposes.

For the other check, in the amount of $679.50, the director noted it was
for a locksmith and desk keys. However, we could not find any
evidence this expense was legitimately related to the SD SOAP. To
determine whether $679.50 was a reasonable cost for a locksmith and
desk keys, we obtained estimates from three locksmiths for the average
cost of an office visit to change the locks of desk drawers and to
provide a duplicate set of desk keys. The three estimates ranged from
$50 to $85.



In addition to the six checks for cash, we found the director had written
a check for $700 to her credit union for payment towards her personal
account. All of these checks, the cashed checks and the credit union
check, were written against a checking account the director had secretly
established and over which she had sole control. (See Chapter 4 for a
more detailed discussion of this account.)

We also found the director misappropriated funds by using SD SOAP
monies to move personal belongings. According to statements made by
both the director and the administrative assistant and according to a
receipt from a moving company and other documents, the director used
SD SOAP monies to move desks. The first desk, which the director's
husband purchased from an outside vendor, was for the director's
personal use. A moving company moved this desk at the director's
request from the vendor's location to her home. In addition, the
administrative assistant stated under penalty of perjury that the director
had sold her a desk belonging to the SD SOAP. The administrative
assistant paid the director $100 in cash for this desk. The administrative
assistant stated that she did not know how the director disposed of the
cash. Moreover, we were unable to determine what the director did
with the $100. However, the director had the moving company
transport this desk from the SD SOAP office to the administrative
assistant's house.

The director paid the moving company $321.75 for moving the desks.
She then sought and received reimbursement for this expense by
submitting a false mileage reimbursement claim and a receipt for office
supplies to the UCSD. Investigators found various documents related
to this transaction, including an informal memorandum from the director
to the administrative assistant instructing her to file a false mileage
reimbursement claim to cover the moving expense. Subsequently, on
the director's behalf, the administrative assistant prepared a false mileage
reimbursement claim and a false reimbursement claim supported by a
receipt for office supplies. According to the administrative assistant, she
purchased the office supplies for her personal use and gave the receipt
to the director to use to obtain cash to help cover the cost of the moving
service. We confirmed that the receipt used was for supplies the
administrative assistant purchased.

Furthermore, the director improperly paid her husband more than
$2,500. According to the director, she paid her husband these monies
for programming work he had done on the office computers. However,
the director hired her husband against the explicit directions of her
supervisor at the UCSD, who told her that it was inappropriate and



would appear to be a conflict-of-interest arrangement. The director
paid her husband by writing three checks from the secret bank account.
The checks were in the amounts of $2,000, $500, and $30. We also
found that the director wrote her husband a check for $75 from a
checking account belonging to the African American Empowerment
Committee, a community organization with which she was involved and
whose checking account she controlled.

According to members of the SD SOAP advisory board, they were
aware the director's husband had done some computer work for the
project, but all of the members assumed his work was voluntary. The
board members reported they did not know that he had been hired or
paid to work for SD SOAP and they indicated that they would not have
approved this situation. During our investigation, we were unable to
find any contracts or evidence that the director's husband had performed
any computer services for the SD SOAP.

Additionally, the administrative assistant stated the director instructed
her to falsify the inventory sheet the UCSD sent to the SD SOAP to
verify its equipment. According to the administrative assistant, the
director kept a SD SOAP laser printer at her home for her spouse's use.
The administrative assistant agreed to sign the 1992 inventory sheet
although the laser printer on the inventory was not at the SD SOAP
office. However, the administrative assistant stated under penalty of
perjury that she refused to sign the 1993 inventory sheet and that,
consequently, the director had to sign and attest that all the equipment
was accounted for. After the director resigned and her supervisor at the
UCSD directed her to return all SD SOAP equipment, she returned a
laser printer to the SD SOAP office. Her supervisor at the UCSD
subsequently confirmed that all of the equipment appearing on the
equipment inventory was present at the SD SOAP.

Finally, the director had unauthorized possession of a check made
payable to the SD SOAP.  After the director resigned from the UCSD
and the day before she was to leave the State, agents from the state
attorney general's office and the Bureau of State Audits obtained a
warrant to search the director's possessions. During the search, we
confiscated from her possessions a $400 check made payable to the
SD SOAP. This search took place after the director had allegedly
turned over all SD SOAP properties to the UCSD.  Because the
director was supposed to have already returned office property, because
the check had been issued three weeks before the search, and because
the director had resigned and was leaving the State the next day, we
concluded the director would have misappropriated this amount if the
investigators had not confiscated the check.



Misappropriation
by the
Administrative
Assistant

We determined that, between May 1993 and August 1993, the
administrative assistant misappropriated at least $6,586.19 from the SD
SOAP by falsifying payroll records, forging signatures on payroll
checks, and forging the SD SOAP endorsement on checks from other
organizations.

Specifically, during our investigation, the administrative assistant
admitted, under penalty of perjury, forging some payroll documents for
personal profit. We confirmed that, beginning in June 1993, the
administrative assistant filed false payroll documents for four student
employees who were no longer working for the SD SOAP. Because the
administrative assistant had never removed these student employees'
names from the UCSD payroll, she was able to continue submitting
these payroll documents without raising any suspicions.  The
administrative assistant was able to conceal the fact that she was
misappropriating the payroll checks from the UCSD because she was
also the person responsible for delivering the checks to employees after
the checks had been received at the SD SOAP office from the UCSD
accounting office. This lack of separation of duties represents a
significant breakdown in internal accounting controls. After obtaining
the payroll checks for these four student employees, the administrative
assistant forged the student employees' names on the checks and
deposited the monies into her personal bank account.

In addition to the four student employees she told investigators about,
we found that the administrative assistant falsified payroll documents
and forged a check for a fifth student employee. Table 2 illustrates the
monies the administrative assistant gained from filing falsified payroll
documents. Based on our review of the false payroll documents and the
canceled payroll checks, we determined the administrative assistant
misappropriated at least $3,246 in this manner.
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Table 2 Administrative Assistant's Misappropriations by
Falsifying Payroll Time Records and Forging Signatures

Date of Net
Check Gross  Amount
(1993) Student Amount Received

June Student A $714.47  $577.36
Student B 350.00 308.61
Student C 280.00 252.55

Subtotal 1,344.47 1,138.52

July Student D 240.75 219.20
Student E 1,184.06 926.36
Subtotal 1,424.81 1,145.56

August Student E 1,232.72 962.11
Subtotal 1,232.72 962.11

Total $4,002.00 $3,246.19

During our investigation, we also discovered the administrative assistant
misappropriated an additional amount totaling at least $3,340 that she
did not tell the investigators about. She misappropriated these monies
by depositing checks made payable to the SD SOAP into her personal
account. According to the SD SOAP procedures, the administrative
assistant is responsible for opening the mail that comes into the
SD SOAP office. In performing this task, the administrative assistant
opened mail containing checks made payable to the SD SOAP for the
payment of informational folders. Because the SD SOAP office does
not maintain a log for recording the sale of these folders or the receipt
of the payments, the administrative assistant was able to take the checks
without fear of immediate exposure. With the assistance of the paying
organizations and the UCSD, we obtained two canceled checks for
$1,540 and $1,800, respectively, on which the administrative assistant
forged the SD SOAP endorsement. She then deposited the money into
her personal bank account.
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Chapter 2

Chapter
Summary

Student
Employees
Cashed False
Payroll Checks
and Gave Cash to
the Director

Conspiracy To Submit
Falsified Payroll Documents

In addition to the administrative assistant submitting false payroll
documents for personal profit, the director and the administrative
assistant conspired to submit falsified payroll documents for the
purposes of issuing improper payroll advances, generating monies for
the petty cash fund, making unauthorized payments to student
employees, and other unknown motives. Specifically, we found the
director often instructed the administrative assistant to report more
hours worked on certain student employees' payroll documents than the
students had actually worked. In addition, on at least some documents
for each of seven students in our judgmental sample, the students'
signatures were either missing or had been forged. Further, the
administrative assistant forged the director's signature on numerous
official documents. The San Diego California Student Opportunity and
Access Program (SD SOAP) then submitted these falsified payroll
documents to the University of California, San Diego (UCSD), and
other participating colleges. This conspiracy resulted in the UCSD and
other SD SOAP consortium members paying at least $7,740 for
unearned pay and other questionable costs that benefited the SD SOAP
staff. (Appendix A lists the unearned pay for the seven student
employees. It also lists the differences between the hours recorded on
their time sheets and the hours for which they were paid.)

According to the original allegation, the director of the SD SOAP
directed the administrative assistant to submit falsified payroll
documents to generate payroll checks for at least six individuals who did
not earn the pay. These individuals allegedly would cash the checks,
retain $20 to $25, and turn the remaining cash over to the director.
During our investigation, we interviewed two student employees and the
administrative assistant, who stated under penalty of perjury, that the
director had asked student employees to cash falsified payroll checks
and to give her the cash. In some cases, the student employees who
cashed the checks were given a nominal amount, $20, for performing
this task.

In one case, a student received $3,600.03 in pay for 443.9 hours
worked. However, investigators could not find time sheets or other
evidence to substantiate he had worked these hours. This student
employee allegedly turned at least some of the cash from checks he
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