
Detec%ng	
  &	
  Preven%ng	
  
Fraud	
  in	
  Travel	
  

	
  
	
  



Grants.GOV	
  2015	
  
1074	
  Programs	
  –	
  for	
  Higher	
  Ed	
  Ins7tu7ons	
  
13	
  Different	
  R&D	
  Agencies	
  –	
  Over	
  $140	
  Billion	
  
NSF/DoD/NASA/DoE/NIH/DoEd/EPA/NOAA/DOT	
  
HHS-­‐CDC	
  –	
  Health/Educa7on/Daycare	
  Programs	
  
DO	
  Jus7ce	
  –	
  Assessments	
  &	
  Response	
  Programs	
  
DO	
  State–	
  Study	
  Abroad/Exchange	
  Programs	
  
Interior	
  –Land	
  Management/Watershed	
  Programs	
  
Homeland	
  Security/Na7onal	
  Archives	
  /HUD/VA/
FDA	
  &	
  Corp	
  for	
  Community	
  SVC	
  –	
  Community	
  
Programs	
  



IG	
  Act	
  of	
  1978	
  
Ø IGs	
  for	
  Cabinet	
  Level	
  Departments	
  	
  
Ø Independent	
  &	
  Objec7ve	
  units	
  to	
  Audit	
  
and	
  Inves7gate	
  Programs	
  

Ø To	
  promote	
  Efficiency	
  &	
  Effec7veness	
  
Ø To	
  Prevent	
  Fraud,	
  Waste	
  &	
  Abuse	
  
Ø Amended	
  in	
  1988	
  -­‐	
  all	
  Agencies	
  &	
  
En77es	
  

Ø 73	
  Different	
  Inspectors	
  General	
  
	
  



Tradi%onal	
  Audit	
  Approaches	
  

External	
  Audits	
  -­‐	
  Cognizant	
  Audit	
  Agency	
  
Financial	
  Statement	
  Audits	
  by	
  CPA	
  Firm	
  -­‐	
  
State	
  Audit	
  &	
  Internal	
  Audit	
  tes7ng	
  	
  
Ø Random	
  sampling	
  
Ø Request	
  suppor7ng	
  documents	
  	
  
Ø Determine	
  whether	
  transac7ons	
  are	
  	
  

	
  Reasonable/Allowable/Allocable	
  	
  



	
  
Data	
  Based	
  Audit	
  Approach	
  

	
  
Ø All	
  transac7ons	
  from	
  accoun7ng	
  

	
  system	
  over	
  several	
  Fiscal	
  Years	
  	
  
Ø Perform	
  Data	
  Analy7cs	
  on	
  

	
  Transac7ons	
  
Ø Iden7fy	
  Paaerns	
  and	
  Outliers	
  

	
  Look	
  for	
  Red	
  Flags	
  
Ø Request	
  support	
  for	
  transac7ons	
  

	
  Ques7on	
  related	
  transac7ons	
  



	
  
Travel	
  Red	
  Flags	
  

	
  
Ø  Cost	
  Transfers/Correc7on	
  ra7os	
  
Ø  Spend	
  Paaerns/Budget	
  to	
  Actuals	
  
Ø  Pre-­‐award/Post-­‐award	
  expenses	
  
Ø  Late	
  term	
  charges/last	
  90	
  days	
  
Ø  Reimbursed	
  Airfare	
  vs.	
  University	
  Travel	
  	
  
Ø  Similar	
  Invoices	
  and	
  Vouchers	
  	
  
Ø  Reasonable/Allowable/Allocable?	
   	
  	
  



	
  
Audit	
  &	
  Civil	
  Resolu%on	
  

	
  Ø  Misuse	
  of	
  Grant	
  Funds	
  –	
  Mischarging	
  
Cost	
  Resolu7on/Return	
  Funds/Correc7ve	
  Ac7on	
  Plan	
  
Ø  Civil	
  False	
  Claims	
  Act	
  –	
  31	
  USC	
  3729-­‐33	
  

Liability	
  for	
  Defrauding	
  Government	
  Programs	
  
Ø  Fines	
  $10,000	
  per	
  claim	
  &	
  Treble	
  Damages	
  
Ø  Burdon	
  of	
  Proof	
  -­‐	
  Preponderance	
  of	
  the	
  Evidence	
  

	
  Deliberate	
  Ignorance	
  or	
  	
  
	
  Reckless	
  Disregard	
  for	
  the	
  Truth	
  

Ø  Compliance	
  Plan	
  may	
  accompany	
  sealement	
  



	
  
Criminal	
  Fraud	
  Cases	
  

	
  Burdon	
  of	
  Proof	
  –	
  Beyond	
  Reasonable	
  Doubt	
  	
  
ü Gov’t	
  must	
  prove	
  Knowledge	
  and	
  Intent	
  
Ø  Travel	
  Fraud	
  –	
  False	
  or	
  Duplicate	
  Payments	
  
Ø  Payroll	
  Fraud	
  –	
  False	
  Time	
  &	
  Effort	
  Report	
  or	
  

Fic77ous	
  Employees	
  	
  
Ø  S7pend	
  Fraud	
  –	
  False	
  recipients/vouchers	
  
Ø  Invoice	
  Fraud	
  –	
  Fake/Enhanced	
  Consultant	
  

Invoices	
  or	
  Vendor	
  Receipts	
  



Travel	
  for	
  Greed	
  
Internal	
  Audit	
  at	
  University	
  iden7fied	
  possible	
  
mischarging	
  of	
  grant	
  funds	
  by	
  Department	
  Chair:	
  
Ø Ques7onable	
  Travel	
  –	
  Personal	
  Vehicle	
  
Ø Ques7onable	
  Payroll	
  –	
  Secretary’s	
  Over7me	
  
Ø  Possible	
  Personal	
  Expenses	
  and	
  Giks	
  	
  
Analyzed	
  4	
  years	
  of	
  expenditures	
  and	
  found	
  44,000	
  
miles	
  on	
  100	
  different	
  travel	
  vouchers.	
  
Chair	
  confessed	
  to	
  $100,000	
  Fraudulent	
  Payments	
  
University	
  Returned	
  $270,000	
  to	
  NSF	
  &	
  Private	
  Inst.	
  



Travel	
  not	
  Relate	
  to	
  Grant	
  
Allega7ons	
  of	
  an	
  Assistant	
  Associa7on	
  Director	
  
misused	
  grant	
  funds	
  and	
  improper	
  influence:	
  
Ø Grant	
  Funds	
  for	
  Professional	
  Conferences	
  
Ø AD	
  Traveled	
  extensively	
  for	
  Associa7on.	
  
Ø  Traveled	
  repeatedly	
  to	
  some	
  loca7ons.	
  
Analyzed	
  3	
  years	
  of	
  expenditures	
  and	
  found	
  
$300,000	
  in	
  Misused	
  funds,	
  including	
  $30,000	
  for	
  
False	
  Travel.	
  
AD	
  Plead	
  Guilty	
  to	
  False	
  Travel	
  Statements.	
  



Travel	
  For	
  Personal	
  Business	
  
University	
  Endowed	
  Professor	
  complained	
  to	
  NSF	
  
that	
  his	
  University	
  was	
  improperly	
  inves7ga7ng	
  
him:	
  
Ø  Travel	
  Payments	
  –	
  Undisclosed	
  Business	
  
Ø  Payroll	
  –	
  False	
  Time	
  &	
  Effort	
  Reports	
  
Ø  Personal	
  Business	
  Expenses	
  Charged	
  to	
  

University	
  Accounts,	
  including	
  Grants	
  
Misused	
  $480,000	
  in	
  Fed	
  &	
  State	
  Grant	
  Funds.	
  
Professor	
  Plead	
  Guilty	
  in	
  State	
  Court	
  $40,000	
  Fraud.	
  



Duplicate	
  Travel	
  Payments	
  
University	
  Internal	
  Audit	
  iden7fied	
  possible	
  
duplicate	
  payments	
  to	
  School	
  Superintendent,	
  who	
  
was	
  the	
  California	
  Research	
  Site	
  Director:	
  
Ø  10	
  Duplicate	
  Payments	
  -­‐	
  School	
  &	
  University	
  
Ø  11	
  Duplicate	
  Payments	
  to	
  School	
  Staff	
  	
  
Ø Hands-­‐on	
  Science	
  Grant	
  Training	
  Program	
  
Began	
  5	
  years	
  inves7ga7on	
  involving	
  mul7ple	
  
grants,	
  millions	
  in	
  grant	
  funds,	
  mul7ple	
  ins7tu7ons,	
  
and	
  mul7ple	
  individuals.	
  



To	
  School	
  District	
  -­‐	
  To	
  
University	
  



Provided	
  to	
  University	
  



Provided	
  to	
  School	
  District	
  



Provided	
  to	
  School	
  District	
  



Provided	
  to	
  Educa7on	
  Publisher	
  



To	
  School	
  District	
  &	
  Discovery	
  
Center	
  



Undisclosed	
  Consul%ng	
  and	
  
Duplicate	
  Travel	
  Payments	
  

Ø 68	
  Duplicate	
  payments	
  to	
  the	
  superintendent	
  
charged	
  to	
  the	
  School	
  District	
  and	
  payments	
  
from	
  27	
  ins7tu7on.	
  

Ø 11	
  Duplicate	
  payments	
  to	
  his	
  Science	
  Center	
  
staff,	
  all	
  cash	
  returned	
  to	
  Superintendant.	
  

Ø $60,000	
  -­‐	
  duplicate	
  travel	
  payments	
  
Ø $70,000	
  -­‐	
  unreported	
  consul7ng/speaking	
  
fees.	
  



Undisclosed	
  and	
  Fraudulent	
  
Payments	
  from	
  TN	
  University	
  

Ø $150,000	
  -­‐	
  CA	
  Site	
  Director	
  to	
  Superintendent	
  	
  
Ø $46,000	
  to	
  family	
  friends	
  for	
  processing	
  
student	
  test	
  scores	
  	
  

Ø $24,000	
  to	
  superintendent’s	
  son	
  for	
  work	
  that	
  
duplicated	
  work	
  for	
  School	
  District	
  

Ø $20,000	
  for	
  test	
  scores	
  compiled	
  by	
  School	
  
District	
  employees	
  paid	
  through	
  a	
  3rd	
  party	
  
Consultant	
  



Undisclosed	
  and	
  Fraudulent	
  
Payments	
  from	
  CA	
  University	
  

	
  
Over	
  $100,000	
  to	
  Superintendent	
  from	
  Grants.	
  
Ø Superintendent	
  collaborated	
  on	
  grant	
  projects,	
  
publica7ons,	
  and	
  presenta7ons	
  with	
  Educa7on	
  
Professor	
  and	
  a	
  Dean	
  at	
  CA	
  University	
  campus.	
  

Ø Superintendent,	
  as	
  PI	
  on	
  NSF	
  and	
  DoED	
  Grants,	
  
transferred	
  funds	
  to	
  CA	
  University.	
  	
  	
  

Ø Ed	
  Professor	
  was	
  University	
  PI	
  on	
  NSF	
  sub-­‐award	
  
from	
  school	
  district;	
  was	
  Co-­‐PI	
  on	
  the	
  NSF	
  Grant.	
  

Ø Dean	
  was	
  University	
  PI	
  on	
  DoED	
  sub-­‐award.	
  
	
  



Undisclosed	
  Payments	
  from	
  
Dean’s	
  Consul%ng	
  Company	
  

Ø Superintendent	
  was	
  paid	
  $90,000	
  by	
  Dean	
  
through	
  the	
  company	
  as	
  Assistant	
  Researcher.	
  

Ø Superintendent	
  ini7ated	
  DoED	
  Grant	
  
payments	
  to	
  Dean’s	
  Consul7ng	
  Company	
  
totaling	
  $395,000.	
  

Ø Dean	
  and	
  Ed	
  Professor	
  received	
  $152,500	
  each	
  
as	
  Evaluators.	
  

Ø Superintendent	
  approved	
  company	
  invoices,	
  
that	
  included	
  the	
  $90,000	
  was	
  for	
  Assistant	
  
Researcher	
  &	
  $305,000	
  for	
  Evaluators.	
  



Falsifica%on	
  of	
  Research	
  Data	
  
Ø TN	
  University	
  Hands-­‐on	
  Science	
  Research	
  
Team	
  conducted	
  site	
  visit	
  to	
  CA	
  and	
  found:	
  

Ø Research	
  design	
  and	
  protocols	
  were	
  not	
  
followed	
  and	
  were	
  misrepresented;	
  

Ø Student	
  test	
  scores	
  from	
  the	
  Superintendent’s	
  
schools	
  were	
  altered	
  

Ø Test	
  scores	
  from	
  other	
  school	
  districts	
  in	
  CA	
  
were	
  ques7oned.	
  

Ø Inves7ga7on	
  compared	
  test	
  scores	
  from	
  five	
  
school	
  districts	
  to	
  the	
  Superintendent’s	
  data.	
  

	
  



Study 3: HLM Analysis of 
Combined Study Using Study 1 and Study 2

California Science Test: Physical Science Subtest
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75%	
  of	
  these	
  test	
  scores	
  were	
  fabricated	
  or	
  altered.	
  



Convic%ons	
  and	
  Costs	
  
Ø Superintendent	
  plead	
  guilty	
  to	
  two	
  counts	
  of	
  
Wire	
  Fraud	
  related	
  to	
  the	
  TN	
  grant	
  funds	
  and	
  
related	
  to	
  the	
  CA	
  grant	
  funds.	
  

Ø Assistant	
  Dean	
  and	
  Ed	
  Professor	
  plead	
  guilty	
  
to	
  submiqng	
  False	
  Statements	
  to	
  University.	
  	
  	
  	
  

Ø TN	
  Univ.:	
  all	
  $2	
  Mil	
  expended	
  aker	
  2006	
  was	
  
wasted	
  because	
  research	
  was	
  unusable.	
  

Ø 	
  CA	
  Univ.:	
  Over	
  $1	
  Mil	
  misused	
  from	
  Grants	
  
Ø Inves7ga7on	
  collected	
  over	
  300,000	
  
documents	
  from	
  28	
  different	
  ins7tu7ons.	
  



Travel	
  Data	
  Analysis	
  
Ø Paaerns	
  in	
  your	
  Travel	
  Data	
  

Ø Frequent	
  Travelers/Cost	
  Transfers	
  
Ø Same	
  Loca7ons/Receipts/Amounts/Mileage	
  
Ø Mul7ple	
  or	
  Late	
  Authoriza7ons	
  &	
  Vouchers	
  	
  
Ø Reimbursed	
  Airfare	
  vs.	
  University	
  Travel	
  System	
  

Ø Iden7fying	
  Outside	
  Interests	
  &	
  Duplicates	
  
Ø Lodging	
  or	
  Airfare	
  paid	
  by	
  other	
  sources	
  
Ø Receipts	
  iden7fied	
  as	
  “copy”	
  or	
  “Receipt	
  #2”	
  

Ø Outliers	
  -­‐	
  Large	
  Payments/Airfare	
  only	
  	
  
Ø Travel	
  Jus7fica7ons	
  not	
  Clearly	
  Documented	
  
	
  



September	
  27,	
  2016	
  

Ques%ons?	
  
Contact	
  Info	
  

pcoleman@pauljcoleman.com	
  
www.pauljcoleman.com	
  

703-­‐869-­‐1828	
  


