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Agenda
• ED OIG Organization and Mission
• Fraud: What, Who, and How?

• K-12 Fraud Investigations
o Fraud by State and District Officials
o Fraud by Charter School Officials
o Fraud Involving Other ED Program Participants 

• Pathway to Success
• How to Report Fraud to ED OIG

• Questions
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OIG Organization 
and Mission



Organizational Chart
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Part of the 
Department but

Independent



Inspector General Act of 1978 

The Act established the Office of Inspector 
General in the U.S. Department of Education 
to prevent and detect fraud, waste, and abuse 
and improve the economy, efficiency, and 
effectiveness of Department programs and 
operations.
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Mission Statement 

To promote the efficiency, effectiveness, and integrity of the 
Department's programs and operations, we conduct 
independent and objective audits, investigations, inspections, 
and other activities.
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OIG Components
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 Audit Services

 Information Technology Audits and Computer 
Crime Investigations

 Investigation Services



Audit Services
• Audit Services is responsible for all OIG audit activities relating to ED's 

programs and operations. Audit Services provides a full range of 
professional audit services covering all programs and operations of ED. 

• Through its work, Audit Services seeks to promote economy, efficiency, 
and effectiveness in ED programs; detect and defer fraud, waste, or abuse 
in ED’s activities and operations; and ensure compliance with applicable 
laws and regulations.



ITACCI - Technology Crimes Division
• Investigates criminal cyber threats against the Department’s IT 

infrastructure and criminal activity in cyber space that threatens the 
Department’s administration of Federal education assistance funds

• Conducts investigations into the unauthorized access of any 
information technology system used in the administration and 
processing, disbursement, or management of Federal funds 
originating from the Department 

• Identifies and provides vulnerability referrals of Department systems 
and programs
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Investigation Services
• Law enforcement professionals conduct criminal and civil investigations 

covering a wide range of wrongdoing including Federal student aid fraud, 
diploma mill schemes, fraud and corruption in after school programs, and 
fraudulent billing of contracts

• Conduct criminal investigations of suspected fraudulent activities by ED 
employees, contractors, grant recipients, school officials, teachers, and 
students

• Coordinates with the U.S. Department of Justice
• Operates the OIG Hotline
• Works with ED to develop appropriate enforcement actions and recommend 

remedies to ED programs vulnerable to fraud
• Conduct outreach and provide Fraud Briefings on how to identify fraud
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Office of Inspector General
Investigative Regions



“There is no kind of dishonesty into which otherwise good people more easily and 
frequently fall than that of defrauding the government.”

– Benjamin Franklin

Fraud: What, Who, and How



Legal Definition:

Acts, omissions, or concealment involving a breach of legal or 
equitable duty. In most cases, results in damage to another, either 
monetarily or in another form.

Layman’s Definition:

Intentionally lying, cheating, and/or stealing for personal gain.

Fraud



Who Commits Fraud
Involving Education Funds?

• School employees, officials, owners, financial managers, and 
instructors

• Program recipients/beneficiaries
• Grantees and contractors
• Federal, State, and local government
• Employees
• Others



Fraud Schemes

• Misapplication
• Grant fraud
• Contract/procurement fraud
• Bribery/kickbacks
• Theft/embezzlement by school employees in trusted positions                   

THESE ARE JUST A FEW…NOT ALL INCLUSIVE!



Internal Controls and 
Fraud Indicators

• One person in control/no 
separation of duties 

• Lack of internal 
controls/ignoring controls 

• No prior audits or 
multiple/repeat findings

• No audit trail/inability to 
support questioned costs

• High turnover of personnel
• Unexplained entries in records 

• Unusually large amounts of 
payments for cash

• Inadequate or missing 
documentation

• Altered records 
• Inventories and financial records 

not reconciled
• Unauthorized transactions
• Unreasonable costs (as outlined 

in OMB Circular 122)

Presenter
Presentation Notes
These conditions are potential indicators of fraud or, at minimum, they are situations that lend themselves to fraud.  Fraud is often a crime of opportunity.  The presence of any one of these may not mean there is a problem.  However, if more than two are present…you should be on alert.  There might be a problem.OMB Circular 122 - Reasonable costs. (OMB Circulars 21, 87 and 122 are very similar in their definitions of unallowable costs.)  A cost is reasonable if, in its nature or amount, it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the costs. The question of the reasonableness of specific costs must be scrutinized with particular care in connection with organizations or separate divisions thereof which receive the preponderance of their support from awards made by Federal agencies.   The following are unallowable…3. Alcoholic beverages. Costs of alcoholic beverages are unallowable.5. Bad debts. Bad debts, including losses (whether actual or estimated) arising from uncollectable accounts and other claims, related collection costs, and related legal costs, are unallowable.12. Donations and contributions. Contributions or donations rendered. Contributions or donations, including cash, property, and services, made by the organization, regardless of the recipient, are unallowable.14. Entertainment costs. Costs of entertainment, including amusement, diversion, and social activities and any costs directly associated with such costs (such as tickets to shows or sports events, meals, lodging, rentals, transportation, and gratuities) are unallowable.16. Fines and penalties. Costs of fines and penalties resulting from violations of, or failure of the organization to comply with Federal, State, and local laws and regulations are unallowable except when incurred as a result of compliance with specific provisions of an award or instructions in writing from the awarding agency.19. Goods or services for personal use. Costs of goods or services for personal use of the organization's employees are unallowable regardless of whether the cost is reported as taxable income to the employees. 20. Housing and personal living expenses.  Unallowable



K-12 Investigations



Fraud by State and District Officials
From FY 2014 to FY 2019, the OIG investigated 35 cases involving State and district officials, resulting in 
130 indictments, 63 convictions, and more than $ 47,191,779 million in restitution, fines, and civil 
recoveries.

• The former CFO at Grand Prairie Independent School District in Texas was sentenced to 37 months in 
prison for Federal program theft. The former CFO used her position to embezzle over $600,000 in cash 
from the district. She ordered unauthorized amounts of money to be withdrawn from district bank 
accounts and delivery by armored car service to her at the school district, falsely claiming that they 
were for legal settlements or other legitimate services.

• The former head of Buildings and Grounds at the City of New Rochelle School District in New York was 
sentenced to 37 months in prison for his role in a scheme to solicit bribes from an outside contractor to 
channel school district business to the contractor’s company for bribery. The former head demanded 
and received kickbacks of 10 percent of each payment that the company received from the district, 
totaling approximately $125,000 over the course of at least 4 years.

• The former Superintendent of Grant-Goodland Public Schools in Oklahoma was convicted of conspiracy 
to commit bank fraud and conspiracy to embezzle Federal program funds. The OIG investigation found 
that the former Superintendent and a co-conspirator created false invoices using names of legitimate 
district vendors, presented fraudulent checks to the board for approval, and negotiated the checks for 
their personal use. The fraud scheme, which was carried out from 2010 to 2016, resulted in losses to 
ED of about $1.2 million. The former Superintendent was sentenced to 9 years in prison in October 
2018. 
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Criminal Case Example

• The Rosses devised a scheme to get the district to purchase unauthorized copies of copyrighted books for 
use in its Title I Program at inflated prices from Notable Education Writing Services (NEWS), a company 
owned and controlled by the Rosses

• The district was charged seven times the publishers’ list prices for the books

• Purchases were made through an intermediary company, Research and Development Consultants, Inc. 
(R&D), run by two professional associates of the Rosses to conceal the Rosses’ identities as the recipients 
of the payments

• Funds deposited in bank accounts were maintained by the Rosses and the funds were used for the Rosses’ 
personal benefit

• The Rosses contracted with third-party printing companies to make copies of the books and educational 
materials ordered by district, and falsely represented they had permission from the copyright holders

• The Rosses defrauded the U.S. Department of Education and the Davis School District over $4 million

Susan G. Ross
Federal Programs Director

Davis School District

John D. Ross
Grant Specialist

Davis School District

Presenter
Presentation Notes




Fraud by Charter School Officials
From FY 2014 through FY 2019, the OIG investigated 23 cases involving charter school officials, resulting in 
10 indictments, 15 convictions, and the recovery of over $13,674,836 million.  

• The founder and former CEO of Celerity Educational Group, a Los Angeles-based non-profit company that owned and 
operated charter schools, pled guilty to a Federal conspiracy charge for misappropriating approximately $2.5 million in 
public education funds awarded to several Celerity charter schools. According to her plea agreement, from July 2009 to 
April 2017, the founder and her co-conspirators made the Celerity charter schools and Celerity Educational Group falsely 
certify to Federal, State, and local authorities that they were complying with all rules and regulations governing the use 
of public funds that they received. The founder admitted in the plea agreement that she used the money to pay for 
personal expenses, including first-class air travel, fine dining, and luxury goods. The bulk of the misappropriated funds 
were used to purchase a building for another charter school in Ohio.

• The former CEO of Pennsylvania Cyber Charter School was sentenced to 20 months in prison for conspiring with his 
accountant to shift more than $8 million in income to the Federal tax returns of other persons, so that the true income 
of the former CEO was concealed from legitimate taxing authorities.  The accountant was sentenced to 12 months and 1 
day in prison earlier that month.

• The founder and former superintendent of Varnett Public School in Texas and her husband, the former Varnett Public 
School facilities and operations manager, were sentenced to 10 years and 3 years in prison, respectively, for mail fraud 
and conspiracy to commit tax evasion. The couple was jointly ordered to pay more than $4.4 million in restitution. 
Additionally, the former superintendent was ordered to pay a fine of more than $295,000 and her husband was ordered 
to pay a fine of more than $88,000. The investigation found that the couple embezzled more than $2.6 million in funds 
intended for the operation and function of the charter school and its programs. The investigation also found that from 
2007 through 2014, the couple underreported their income to the IRS, resulting in $1.6 million in tax, interest, and 
penalties.
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Civil Case Example

• Sendero Academy (d/b/a San Antonio Preparatory Academy) and Garcia 
violated the False Claims Act by…

• Failing to disclose Garcia’s felony conviction on the Charter School’s Application and the 
annual governance forms; and

• Creating a bogus vendor and invoice and submitted a fraudulent voucher for payment for 
playground equipment that had already been purchased.

• Civil Judgments imposed on Sendero Academy and Garcia totaled $587,618

Roi Garcia
Superintendent

San Antonio Preparatory Academy

Presenter
Presentation Notes
Civil Judgments Filed Against Texas Charter School and Its Former Superintendent On Tuesday, June 14, 2016, in U.S. District Court, Western District of Texas, a Default Judgment of $351,618.00  was imposed against Sendero Academy, d/b/a San Antonio Preparatory Academy, and an Agreed Judgment of $236,000 was imposed against Roy Garcia, its former superintendent, with a total judgment ordered of $587,618.00. The OIG investigation found Sendero Academy and Garcia violated the False Claims Act by failing to disclose Garcia’s felony conviction (making false statements on a loan application) on the school’s charter school application and governance forms. Garcia and the school also allegedly created a bogus vendor and invoice and submitted a fraudulent voucher for payment of American Recovery and Reinvestment Act funds for playground equipment that had already been purchased. During the time period of the complaint, Sendero Academy received more than $117,200 in Recovery Act funds. 



Fraud Involving Other ED Program 
Participants 
• The head of Texas Christian University’s Upward Bound program pled guilty to theft of 

Federal education funds. The head of the program, who served in that position for over 18 
years and oversaw the payment of funds to program participants, routinely stole and 
misapplied funds for her own personal use. She also submitted fraudulent and false 
statements for reimbursement of stipends and travel expenses for trips purportedly taken 
by Upward Bound participants. As part of her plea agreement, she agreed to pay more 
than $210,000 in restitution. She was sentenced to 5 years in prison in December 2018.

• The former finance director of a non-profit entity that was a direct grant recipient under 
the Investing in Innovation Fund was sentenced to 33 months imprisonment, 3 years 
supervised release, 300 hours of community service, and was ordered to pay more than 
$630,000 in restitution. The former finance director converted Federal education funds 
and other grant funds to his own personal use by issuing and forging checks made payable 
to a company he owned. He deposited these checks and then used these funds to make 
personal credit card payments and ATM cash withdrawals at a casino.
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Pathway to Success



Why Are You Important to OIG?

You play a critical role in helping 
OIG achieve our mission.

You serve as OIG’s “eyes and ears” 
and help us detect and prevent 

fraud.
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Sources of Allegations

• OIG Hotline
• OIG Audit Services
• Independent Auditors
• ED Program Offices
• School Employees and Officials
• Citizens and Parents/Students
• Competing Vendors/Schools
• Other Federal Agencies
• U.S. Attorney’s Offices
• Federal Bureau of Investigation
• State and Local Oversight Agencies



How You Can Help

• Ensure that staff receive necessary training
• Question documents/verify authenticity

• Request additional information from vendors or administration
• Compare information on different documents
• Contact ED OIG

• A Guide to Grant Oversight and Best Practices for Combating Grant Fraud 
http://www.usdoj.gov/oig/special/s0902a/final.pdf



Watch For Anomalies
• Inflated invoices 
• Payments to unknown vendors for 

unknown services
• Funding for a counselor, but no counselor
• Funding for equipment, but no 

equipment
• Invoices for services or equipment not 

provided
• Administrator cuts you a check and asks 

for a portion of proceeds
• Consulting contracts-costs get buried 

under this area

Presenter
Presentation Notes
Program administrators are the first line of defense.  Watch for anomalies and report as appropriate.



Why Report Fraud?

• Ethical responsibility
• To deter others from committing fraud and abuse
• To protect the integrity of the Federal, State, and local programs
• Statutory and Regulatory Requirements 
• To avoid being part of the fraudulent/criminal activities



Report Fraud!

You can submit information to the Hotline online at:
OIGhotline.ed.gov

For questions call:
1-800-MIS-USED

Inspector General’s Hotline

Presenter
Presentation Notes
You can contact us in various ways, including through the OIG Hotline and our website. You can reach our Hotline 24 hours a day on the website.  



Questions?
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