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From PD’s Desk

As a part of our pursuit towards excellence in training in the area of
“Audit of Fraud, Fraud Detection techniques, and Forensic Audit”, we
bring out a series of cases of frauds reported in the audit reports of the
Comptroller and Auditor General of India, as case studies. Simultaneously,
we also endeavor to consolidate the approach and methodology followed by
the fraudsters in committing them as well as the manner in which they were
prevented/detected.

This case study, ‘Fraud detection in tuition fees payments’, has been
prepared based on the material reported under para 4.1.1 of the report of the
Comptroller and Auditor General of India for the year ended 31 March 2006
(Civil) Government of Andhra Pradesh.

| take this opportunity to extend our sincere thanks to the Principal
Accountant General (Audit), Hyderabad and his Group Officer Shri P.V.
Hari Krishna, DAG(Civil), who made us available all the relevant
documents of the case whenever requested for. Our thanks are also due to
them for validating the facts reported and conclusions drawn in the case
study.

I commend the efforts of Smt.R.R.Shahare, AAO/CF in preparing this
case study on the lines directed from time to time.

We hope that the readers would benefit from this and their

suggestions, if any, would help us in future such attempts.

Principal Director
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Fraud detection in tuition fees payments

1. Background

University introduced system of collection of tuition fee through postal
stickers from 2002-03 onwards. Candidates pay the tuition fee in the post
office. In token of receipt of tuition fee the post office issues a postal sticker
in duplicate. One copy (original) is thick and will have adhesive gum and
can be affixed and the other is a duplicate, which is a thin copy, and it is a
carbon copy. The duplicate carbon copy differs a lot and is easily
distinguishable from the original copy, which has adhesive gum. The
Student then affixes the original copy on Computer Data Sheet (CDS) and
retains the duplicate. The student submits their CDS form at the study

centre.

2. Fraud Environment

The study centers are mostly manned (except few centers) by the
regular staff of the concerned institute/college to whom the university pays
honorarium. They are not regular employees of the university but regular
employees of the concerned institute, which are mostly the colleges. The
study centre prepares Admission Registration List (ARL), which contains all
the names and particulars of the students who have paid the tuition fees. The
study centre forwards the ARL along with CDS forms to the Admission
Section of Students Service Branch of the University. It is the responsibility

of Admission Section of the University to verify the payment particulars.



3. Opportunity to prevent frauds

The General Principles (Chapter 15) of Administration and Accounts
manual stipulates that the accounts and the financial records of the university
shall be maintained in the form and register prescribed. It shall be the
responsibility of the Head of the Branch concerned to ensure that these
records are maintained properly and correctly and that they are up-to-date.
Further the manual stipulates detailed procedure for accounting of receipts
and maintenance of books of accounts. However, it was observed in audit
that the university did not follow the procedure prescribed. The Admission
Registration List along with CDS forms are received by the Admission
Section in the Head office and this section is expected to receive,
acknowledge and verify the same. The primary responsibility of Junior
Accountant concerned is to verify the CDS forms specially the fee payment
particulars. After scrutiny, as per the existing hierarchy, Computer Data
Sheet forms have to be passed on to the Computer section for data creation.
However Computer Data Sheet forms are merely counted in number and

sent to Computer section.

4. Act of Fraud

The lack of diligence on the part of the staff coupled with intentional
non-adherence to the prescribed accounting procedures created opportunities
for misappropriation of remittances of tuition fees. The different types of
frauds that were committed are listed below:

(i) A single postal receipt number repeated for multiple candidates:
The genuine student affixes the postal sticker on CDS form and



(i)

also fills up the CDS form with particulars such as Tuition fee
amount paid, postal sticker number, date of payment, etc along
with his details such as name, father’s name, admission number,
degree programme, optional subjects, etc. The details filled in tally
with the details and rubber stamp of the postal department on the
postal sticker (sample cases enclosed appendix 1).

While the bogus candidate does not submit any CDS form and as
such the very postal sticker will not be available. However, the
candidate gets admitted. The personal files where the CDS form
should be present will not contain any CDS form. In 59 sample
cases where the duplicate postal sticker numbers noticed were
searched in audit and found that the CDS form was present only in
one personal file and the other personal file has no CDS form. This
was in all cases of sample that was selected in audit where there
are duplicate numbers in computer (later the departmental enquiry
committee detected about 1500 cases on random sample basis).

The manipulations occurred at several stages right from the Study
Centre, the admission section in the University that has to check
and the computer section which has to enter the data. The study
centre which forward the ARL along with CDS could have
checked, the admission section could have checked or at least the
computer section could have checked (when there is no CDS how
the computer people enter the data).

Fee remittance forms accepted without postal stickers: When the
CDS form received in university the CDS form contain the postal
sticker affixed in the designated area and the details of fee
particulars filled in by the candidate. The university has to verify
the amount particulars on the postal sticker with that of details
filled in by the candidate in CDS form and in token of verification
a rubber stamp appended on the postal sticker in CDS form. The
rubber stamp reads “USED BY Dr. BRAOU” (sample cases
enclosed appendix 1).

a) Though the CDS form do not contain any postal sticker and no
details were filled in by the candidate, the university admitted
them (sample cases enclosed at appendix 2). No rubber stamp
was also appended.



(iii)

(iv)

(v)

b) Though the CDS form do not contain any postal sticker and no
details were filled in by the candidate, the university admitted
them (sample cases enclosed). Unlike in case above here even
the rubber stamp reading “USED BY Dr. BRAOU” (sample
cases enclosed at appendix 3) was also appended in the
space/area earmarked for affixing the postal sticker.

Fee particulars either absent or made manually (found to be
fictitious) in the Student Fee Ledger:

No particulars or entries were recorded in fee collected columns of
Student Fee Ledger (SFL). However, the candidates were
admitted. When a sample of 38 such cases (sample enclosed at
appendix 4) was scrutinized in audit it was found that no entries of
payment were available for those students any where in the
university records as well as in the computer data. No personal file
was available for these candidates but the candidates got admitted.

In other cases there are entries stating that as per computer centre
certificate. When the audit checked 104 cases the data is not
available in the computer for these candidates. These postal receipt
number as mentioned in SLF were available but for different
candidates (sample case at appendix 5).

Same demand draft number used for more than one candidate:

Same DD number recorded several times in the registers (sample
enclosed at appendix 6).

Same demand draft number, date and amount recorded by more
than one student in their fee particulars form. (Sample of case
enclosed at appendix 7)

The above two cases clearly reflects the fraud committed by the
staff with intent.

Postal stickers affixed towards examination fee belonged to some
other candidate and the amount of sticker was not relevant to the
actual fee payable:



The postal stickers affixed on CDS form for tuition fee are
removed from CDS form and affixed on the examination
registration form. The name in the examination form and the name
on the postal sticker are different. There is no relation between the
examination fee that has to be paid by the candidate and the
amount reflected on the postal sticker as the very amount on postal
sticker is for tuition fee. The maximum examination fee payable is
generally Rs. 800 or less than that depending upon the number of
papers for which the candidate is appearing while the amount
reflected on postal sticker is lot more (sample cases at Appendix
8). Thus, some body else postal sticker was removed and affixed
and this can be possible only when the staff is involved in the
fraud.

(VI) Study Material: In addition there is also fraud in study material
which was brought out by the departmental enquiry committee.
The study material was shown dispatched to the same student for
several times and obviously the additional material could have
been sold out by the staff.

5. Opportunity to detect fraud

Audit Party of the office of Accountant General (Civil Audit), Andhra
Pradesh, Hyderabad conducted the audit of the records of Dr. B.R.
Ambedkar Open University, Hyderabad and conducted a test check of
records for the period 1996-97 to 2002-03. Audit found pilferage of tuition
fee paid through postal stickers and demand drafts by the students and they
submitted their report detailing all the irregularities that took place in the

records (Copy of Inspection Report attached at Annexure 9).

During test check of records audit noticed the following “red flags”

(fraud indicators):



. Prescribed accounting procedures were not in place with regard to
collection and accounting of tuition fee receipts.

. The important registers such as Daily Collection Register not
maintained. The student center-wise list of students who paid tuition
fee not prepared and not sent to the concerned section maintaining the
student fee ledger. Thus there is no reconciliation. Student Fee Ledger
not maintained properly.

. Audit noticed no signatures in Student Fee Ledger and the entries not
authenticated.

. When audit asked how much fee to be colleted and how much actually
realized the University has no clue and no records to tell.

. Online data was then checked by Audit and several inconsistencies
were noticed.

. There were duplicate Postal Receipt numbers.

. It was noticed that the University was maintaining data in computer
from the year 2003 onwards. Therefore online data for the year 2003
(in respect of fee paid by the 2002 batch second year students and
2001 batch third year students only) was extracted and the data was
analyzed. On analysis of the data 300 sample duplicate records were
selected. It was found that in only 132 personal files could be located
from old records section. And out of these 132 personal files only 66
files contained original postal stickers. When audit conducted a
double check it was confirmed by the Department of Posts that in
these sample 66 cases that postal stickers having duplicate receipt

numbers were not issued.



Consequent to the report submitted by the A.G.Audit Party, internal
Enquiry Committee (Departmental Committee) was constituted to go into
the details of the misappropriation of tuition fee by sending individuals. The
internal Enquiry Committee confirmed the allegations of the A.G.Audit
Party with evidence. The Committee submitted its Report to the University
with all evidences with a request that further enquiry may be conducted in
detail. Based on the Report, the University suspended 14 of the employees
those who worked and are working at present in the Student Services Branch

of Admissions and Old Records Sections.

6. Lessons learnt - preventive controls/detective controls

The sections responsible for verification of CDS forms vis-a-vis
ARL form had not carried out their duties with vested intention and
supervisory staff also colluded with the lower staff. The prescribed
accounting procedures were not adhered. The computer programmers of the
Student Services Centre have evolved a defective system for accounting the
tuition fees remittances. The computer in charge has not exercised proper
prudence and diligence to avoid the misappropriation of tuition fee
remittances. Had the Computer In charge taken proper care while
programming the software for fee collection by using a “Unique” number to
the character column of postal sticker/DD numbers the computer would have
not accepted any duplicate values. The poor programming of the software is
again reflected in the date field of the CDS forms data, as the computer data
does not give a true position of a student. Data of the students is also not
completely computerized which gives scope for exploiting the students from

time to time. Even the design of the ARL forms is defective, as it does not



contain any column for the signature of designated personnel to fix the
responsibility. There is also no match between the information available in
the computer, personal files and ledger. There are many procedure lapses,
which give scope for different types of misappropriations like recycling of
DDs, using duplicate postal stickers, accepting applications with tuition fees

etc.
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Dr. B.R. AMBEDKAR OPEN UNIVERSITY, HYDERABAD 1068993
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Sub. Name Code | Sub. Name Code | Sub. Name Code Sub. Name Code Sub. Name Code Sub. Name Code
T | |
T | I e T
i~ | | | |
Pl f [t | 145 |
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|
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