
Minimizing Fraud by 
Maximizing Internal Controls

How to Reduce the Risk of Fraud by Optimizing Your 
Internal Controls Designed for the Number of 

Business Office Staff You Have Available



Introductions
Andy Mace, CPA, CFE (Speaker)

 - Vice President, Meristem Advisors LLC 

Chuck Gusswein, CPA, CFE (Speaker)

 - Audit Manager, Wipfli LLP 

Betsy Allen, CPA (Moderator)

 - Partner, Miller Cooper & Co., Ltd. 



Internal Controls

Defined – A process, effected by an entity’s Board, management, and other personnel, designed to 

provide reasonable assurance regarding the achievement of objectives in the following categories:

- Effectiveness and efficiency of operations 

- Reliability of financial reporting

- Compliance with applicable laws  & regulations



Roles

Board – Oversees management’s performance and has ultimate responsibility

Management – Primarily responsible

Staff – Executes controls (along with Management)

Auditor – Not part of a District's system of internal controls



Constraints

Cost – Optimal cost to implement proper controls is beyond a District’s budget

Documentation – Districts often don’t maintain up-to-date descriptions of key 

control procedures

Turnover – Controls get lost over time as employees change

Understaffed – Today’s crisis does not leave time for control work



Elements of Fraud:

Opportunity

Pressure/Motivation

Rationalization



Opportunity

Poor internal controls:

–Access to the asset

–Ability to cover it up

–Lack of review

–No one knows how much should be there

–Improper segregation of duties



Pressure/Motivation

Needs and Wants:

–Problems at home

–Spouse out of work

–Lavish lifestyle

–Gambling

–Drugs



Rationalization

Attitudes/Justifications:

–I was promised a raise / I’m mad at them

–My child needs this

–I don’t always claim overtime

–They’ll never notice / they have plenty

–I’m just borrowing



Segregation of Duties

Authorization to execute a transaction (A)

Recording of the transaction (B)

Custody of or access to the related asset (C)



Segregation of Duties

No one person should do all of these:

- Initiate the transaction
     - Approve the transaction
- Record the transaction
     - Reconcile balances
- Handle assets
     - Review reports

Even in the smallest LEAs –at least Two Sets of EYES



Cash Receipts – ISBE Guide



Cash Receipts – ISBE Guide



Cash Receipts – ISBE Guide



Cash Disbursements – ISBE Guide



Cash Disbursements – ISBE Guide



Cash Disbursements – ISBE Guide



Payroll – ISBE Guide



Payroll – ISBE Guide



Payroll – ISBE Guide



Investments – ISBE Guide



Petty Cash/Revolving Account – ISBE Guide



Questions … ??
We thank YOU for your time!
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