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This report was scheduled for release on July 5, 2006. The report’s release was 
postponed so that additional information regarding judicial proceedings could be 
provided.

As noted in the Legal Issue, our investigative audit revealed that the former 
bookkeeper, Diane Beshears, apparently misappropriated school collections 
totaling at least $61,065.41. This matter was referred to the local district attorney 
general. On August 14, 2006, Mrs. Beshears was charged with Theft over $10,000.
Upon her plea of Nolo Contendere, the trial court sentenced her to three years on 
judicial diversion and ordered her to pay $60,000 in restitution. During her 
diversionary period, Mrs. Beshears is prohibited from handling public funds.



STATE OF TENNESSEE
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Comptroller STATE CAPITOL
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            July 5, 2006

Director of Schools and Members of  the
      Board of Education
Cheatham County School System
102 Elizabeth Street
Ashland City, TN  37015

Director of Schools and Board Members:

Presented herewith is the report on our investigative audit of selected records of the 
activity funds of Harpeth Middle School, Cheatham County School System. This investigative 
audit focused on the period July 1, 2003, through May 17, 2005. However, this scope was 
expanded if warranted. 

Section 49-2-110, Tennessee Code Annotated, provides for student activity funds and 
establishes responsibility for those funds. This section requires local school systems to adopt the 
Internal School Uniform Accounting Policy Manual  (prepared and approved as set forth in this 
code), and to maintain all activity fund books and records in accordance with the requirements of 
the manual. The purpose of our audit was to determine the extent of the school’s compliance with 
certain laws and regulations, including those in this manual.

Our investigative audit revealed that the former school bookkeeper, Diane Beshears, 
apparently misappropriated school collections totaling at least $61,065.41. This matter has been 
referred to the local district attorney general.

In addition, findings and recommendations in this report present those conditions that we 
believe warrant the attention of the school’s officials and other responsible individuals. As a 
result, the responses to each of the findings and recommendations are included in the report.



Director of Schools and Members of  the
      Board of Education
Cheatham County School System
July 5, 2006

Copies of this report are being forwarded to Governor Phil Bredesen, the State Attorney 
General, the District Attorney General, certain state legislators, and various other interested 
parties.  A copy is available for public inspection in our office.

Very truly yours,

John G. Morgan
Comptroller of the Treasury
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July 5, 2006

Mr. John G. Morgan
Comptroller of the Treasury
State Capitol
Nashville, TN 37243

Dear Mr. Morgan:

As part of our on-going process of examining the records of the activity and cafeteria 
funds of schools, we have completed our investigative audit of selected records of the activity
funds of Harpeth Middle School, Cheatham County School System. This investigative audit
focused on the period July 1, 2003, through May 17, 2005. However, this scope was expanded if 
warranted. 

Section 49-2-110, Tennessee Code Annotated, provides for student activity funds and 
establishes responsibility for those funds. The board of education is responsible for providing 
reasonable regulations, standards and procedures, and adopting an activity fund accounting 
manual. The director of schools is responsible for ensuring that laws and rules of the state and of 
the board of education are faithfully executed. The principal’s responsibilities include accounting 
for the safekeeping and handling of money collected for and raised by student activities and school 
services and events. State law specifically excludes funds raised by parent-teacher and parent-
student support type organizations from accounting and recordkeeping requirements. Therefore, 
these funds were not included in our audit.

Student activity funds must be accounted for according to the Internal School Uniform 
Accounting Policy Manual. This manual was prepared by the Tennessee Department of 
Education and approved by the Comptroller of the Treasury and the Commissioner of Finance and 
Administration, in accordance with Section 49-2-110, Tennessee Code Annotated. The purpose of 
our audit was to determine the extent of the school’s compliance with certain laws and 
regulations, including those in this manual. 



Mr. John G. Morgan
Comptroller of the Treasury
July 5, 2006

Our investigative audit revealed that the former school bookkeeper, Diane Beshears, 
apparently misappropriated school collections totaling at least $61,065.41. This matter has been 
referred to the local district attorney general.

Our investigative audit also resulted in findings and recommendations related to the 
following:

1. Inadequate separation of duties

2. Major deficiencies in former bookkeeper’s collection process

3. Major deficiencies in teachers/others collection procedures

4. Failure to obtain required written authorization for some fundraisers, and to prepare 
profit analyses and fundraiser summary reports for applicable fundraising and other 
resale activities

5. Deposits not made promptly and intact, and some deposit slips not itemized

6. Computerized accounting system allowed alteration of prenumbered receipts and 
other school accounting records without detection

7. Inadequate controls over event admissions

8. Inadequate accounting for school event concession operations

9. Inadequate procedures over disbursements

10. Deficit balance in the general fund

11. Student collections used to pay for staff development and other staff benefits

12. No documentation and approval of accounts payable totaling $17,984.93 and 
$19,390.53 at June 30, 2003, and 2004, respectively

13. Supplemental compensation and taxable gifts paid directly to employees

14. School purchased items from the former bookkeeper’s business



Mr. John G. Morgan
Comptroller of the Treasury
July 5, 2006

Because state law assigns specific responsibilities for school activity funds to the members 
of the board of education, the director of schools, and the principal, they were asked to respond 
to each finding. When appropriate, other responsible individuals were also asked to respond. The 
responses are included in this report.

If after reviewing the report you should have any questions, I will be happy to provide any 
additional information which you may request.

Sincerely,

Dennis F. Dycus, CPA, CFE, Director
Division of Municipal Audit
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INVESTIGATIVE AUDIT OF SELECTED RECORDS OF THE
HARPETH MIDDLE SCHOOL

CHEATHAM COUNTY SCHOOL SYSTEM
FOR THE PERIOD JULY 1, 2003, THROUGH MAY 17, 2005

After receiving information regarding unexplained discrepancies in Harpeth Middle School’s 
accounting records, our office began an investigative audit of the school on February 1, 2005.
The former bookkeeper, Diane Beshears, submitted her resignation on May 20, 2005, and the 
former principal, Dana Finch, resigned effective July 31, 2005. The current principal and 
bookkeeper have been asked to respond to the findings presented in the Findings and 
Recommendations section of this report.

LEGAL ISSUE

1. ISSUE: Apparent misappropriation of school collections totaling at least 
$61,065.41

Our investigative audit revealed that during the period July 1, 2003, through May 17, 
2005, the former school bookkeeper, Diane Beshears, apparently misappropriated school 
collections totaling at least $61,065.41. The investigative audit revealed that in some 
instances, the former bookkeeper failed to record in the school’s accounting records and 
deposit into a school bank account some school cash collections turned over to her, 
apparently keeping the cash for her personal benefit. The audit revealed that in other 
instances, the former bookkeeper intercepted and set aside checks payable to the school, 
including a $2,462.79 check donation to the school by a community group to help pay for 
a new gym floor. She then exchanged these checks for cash obtained from other school 
collections, apparently keeping the cash for her own use. Since the former bookkeeper 
controlled which collections were recorded in the school’s records, and was able to make 
alterations in the accounting records, she was able to conceal these schemes from 
management and other employees. On May 17, 2005, Ms. Beshears told auditors that she 
had been “borrowing” school money since she became the Harpeth Middle School 
bookkeeper in 1998.

Because some records were inadequate to determine total collections, the 
misappropriation total above does not include any possible additional shortage arising 
from 1,784 unaccounted for discount cards distributed during a spring 2005 fundraiser. 
The possible shortage in expected card sales based on vendor-provided “normal” 
amounts of lost or stolen cards totaled $15,638. We also did not include any possible 
shortages in collections recorded by the former bookkeeper related to the fifth and sixth 
grade Harpeth Classic Basketball Tournament, for which it appears that all admission 
collections for at least two nights of the tournament and concession collections for at least 
one night are missing. Sponsors and workers stated that all tournament collections were 
turned directly over to Ms. Beshears without any independent count; they estimated a 
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possible shortage totaling between $1,300 and $2,300. Furthermore, we did not include at 
least $2,065.50 of personal checks paid by former bookkeeper Diane Beshears for various 
school activities, which she never deposited into the school bank account, as outlined in 
Finding 1.

Former bookkeeper made false statements related to financial transactions, and 
falsified, altered, and disposed of school accounting records

As noted in Finding 1, the former bookkeeper had total control over collections once they 
reached the school office, and therefore was able to manipulate the school’s accounting 
records and provide false statements of transactions and balances without detection. One 
coach stated that he borrowed and personally paid $1,500 to the school because Ms. 
Beshears told him he had overspent his athletic account. The investigative audit revealed 
that Ms. Beshears apparently misappropriated a substantial amount of money from this 
account. We noted numerous instances in which the former bookkeeper falsified and/or 
altered  receipts and other accounting records evidently in an attempt to conceal the 
apparent misappropriation. For example:

 The former bookkeeper falsified receipts related to collections for girl’s basketball 
camp, yearbook, and the Harpeth Classic Tournament to indicate that the collections 
were from other sources.

 The former bookkeeper made false accounting entries totaling thousands of dollars in 
the “bad check” account. Ms. Beshears made a $6,978.73 adjustment in March 2004 
and a $411.77 adjustment in June 2004 purportedly to “write-off” checks returned for 
insufficient funds. By May 17, 2005, Ms. Beshears had made entries to the account 
increasing the balance to $2,021.97. By comparison, from July 1, 2005, through 
February 28, 2006, the current bookkeeper stated that she had only one delinquent 
returned check outstanding totaling $30. (Refer to Exhibit 3.)

 The “Wee Little Indians” daycare account had a deficit balance of $1,717 at the end 
of 2003-2004. It appears that the former bookkeeper, without sponsor approval, made 
transfers from other accounts, including BEP and teacher supply money, to eliminate 
that deficit and to conceal the shortage.

 The former bookkeeper altered some receipts in the accounting records by changing 
the date, amount, account number, etc., sometimes after giving the original receipt to 
school employees. In one instance, the former bookkeeper altered one receipt for 
vending commission collections at least twice in the accounting records after the 
receipt was issued. In other instances, the former bookkeeper altered receipts 
representing  commissions from Pepsi for vending and commissions from Classic 
Designs for ring sales and diverted them to the school-wide fundraiser account 
apparently to conceal shortages in the account. Auditors also found multiple instances 
of receipt numbers that appeared to be out of sequence due to altered date 
information. 
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 When the collection amounts recorded by the former bookkeeper for the 2004-2005 
fall school-wide fundraiser were questioned, the former bookkeeper provided auditors 
with a list of student names and amounts which she purported represented IOUs for 
this fundraiser. However, the audit revealed that the list contained the names of many 
students that had been promoted to high school prior to the 2004-2005 school year.
Also, of the $9,650.50 listed as owed, school records and confirmations with parents 
and guardians indicated that at least $5,356.50 had actually been paid and remitted to 
the former bookkeeper. Confirmation non-respondents and students whose addresses 
were not located represented an additional $2,999.50 of possible collections 
misappropriated by the former bookkeeper.

 On May 18, 2005, auditors found several collection envelopes from the spring 2005 
fundraiser in a wastebasket in the former bookkeeper’s office, despite explicit 
instructions by auditors to her to retain all such records.

 The former bookkeeper failed to retain a copy of several collection receipts that she 
entered into the computerized accounting system during the period covered by our 
audit. Additionally, we were unable to locate original (or copies of) collection records 
supporting several deposits to the school’s bank account. Among the missing records 
were ticket reconciliation reports or signed recorded counts for several scheduled 
athletic contests. School records revealed that the former bookkeeper failed to deposit 
any money collected at the events that had no corresponding reconciliation.

Apparent lack of management supervision over financial and accounting 
transactions

The former principal and other school officials apparently failed to provide adequate 
management supervision related to financial transactions, which resulted in a pervasive 
lack of internal controls. At least five individuals, including two current employees, told 
auditors that they voiced concerns to the former principal regarding Ms. Beshears’
integrity related to various financial transactions, but no corrective action was taken. 
Instead, the former principal indicated to auditors that she relied solely on Ms. Beshears’ 
assertions of fundraiser profits and other school collections without question, and allowed 
Ms. Beshears authority to establish and enforce compliance with collection and 
disbursement procedures. Resulting critical control deficiencies outlined in the Findings 
and Recommendations section allowed the misappropriation to occur and not be detected 
timely.

This matter has been referred to the local district attorney general for consideration of any 
appropriate further action. 
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FINDINGS AND RECOMMENDATIONS

Section 49-2-110(d)(1), Tennessee Code Annotated, states that “[t]he principal shall be liable 
to account for the safekeeping and handling of all funds of every character raised by 
student activities, school services and school events, irrespective of the sources of such 
funds, or the purpose for which they were raised.” 

As noted previously, state law requires local school systems to adopt the Internal School 
Uniform Accounting Policy Manual, and to maintain all activity fund books and records in 
accordance with the requirements of the manual. However, the former principal and other 
school officials apparently failed to provide adequate management supervision over 
financial transactions and accounting records to ensure that the procedures required by 
law were established and followed. The lack of supervision apparently continued even after 
several individuals voiced concerns regarding the integrity of the former bookkeeper. This 
failure to adequately supervise financial and accounting transactions resulted in a 
pervasive lack of adequate internal controls. The following findings address some of the 
most critical internal control weaknesses that allowed the misappropriation noted in the 
Legal Issue to occur and not be detected timely.

1. FINDING: Inadequate separation of duties

School administrators failed to separate incompatible financial duties at the school. The 
former school bookkeeper received and counted cash; prepared bank deposits; maintained 
and updated the school’s accounting records; requested, prepared and signed checks; and 
reconciled the school’s bank statements. The former bookkeeper’s complete control over 
collection transactions once they reached the school office, and a corresponding lack of 
oversight by the former principal, contributed to the former bookkeeper’s ability to 
perpetrate and conceal the apparent misappropriation noted in the Legal Issue, allowing it 
to continue undetected over a period of years.

Because the former bookkeeper handled all aspects of financial transactions, she was able 
to write personal checks to the school on behalf of her daughters for daycare, fundraisers, 
etc., and then remove them before the deposit was taken to the bank. The investigative 
audit revealed that $2,065.50 of checks, purported to be payments to the school, never 
cleared the former bookkeeper’s bank account. According to bank records, one of the 
former bookkeeper’s personal checks that was deposited in the school’s bank account 
was subsequently returned by her bank for insufficient funds. In some cases, the former 
bookkeeper prepared inaccurate check listings for deposits purported to include these 
checks. (Refer to Finding 5 and Exhibit 5.)
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The Internal School Uniform Accounting Policy Manual, page 4-6 states: 

To the extent possible, the following duties should not be 
performed by the same individual: receiving cash, making bank 
deposits, maintaining the accounting records and reconciling bank 
accounts.… Bank reconciliations should be prepared and reviewed 
at least monthly by someone who is independent of the receiving 
and recording functions.

Page 5-2 of the manual emphasizes that

The use of a cashier is necessary for optimal separation of duties. 
However, some schools may not have adequate personnel to allow 
someone other than the bookkeeper to collect money and write 
receipts. In these situations … school personnel should develop 
alternative procedures that minimize the risks associated with this 
lack of separation of duties … WHEN AT ALL POSSIBLE, 
SOMEONE OTHER THAN THE BOOKKEEPER SHOULD 
COLLECT MONEY AND WRITE RECEIPTS.

RECOMMENDATION:

To help ensure that all collections are deposited into the school’s account, disbursements 
are appropriate, and errors or irregularities are detected promptly, the principal should 
require an adequate system of internal controls so that no employee has control over a 
complete transaction.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. We have taken steps to ensure that duties are separated whenever possible.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.
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2. FINDING: Major deficiencies in former bookkeeper’s collection process

The former principal failed to ensure that the former cashier/bookkeeper, Diane Beshears, 
followed required procedures when collecting and recording school money. We noted 
significant deficiencies which contributed to Ms. Beshears’ ability to perpetrate and 
conceal her apparent misappropriation of school collections totaling over $60,000 (as 
noted in the Legal Issue) including:

 The former bookkeeper did not always count collections promptly, and give a 
prenumbered receipt to the individual who remitted the money.

 Auditors observed cash and checks lying in piles on the former bookkeeper’s desk. 
Current and former school employees, indicated that this condition was not unusual; 
money often remained there for several days or weeks, sometimes unattended, rather 
than being locked in a secure area. (Auditor’s Note: The former bookkeeper told 
auditors that she had always been able to reconcile her collections and that she had 
never had any missing money.) 

 The former bookkeeper often issued prenumbered receipts in the name of an account 
classification such as “football” or “fundraiser,” rather than to the teacher or other 
individual who remitted the money. In addition, teachers and other employees stated 
that when the former bookkeeper actually provided a receipt for collections to them, it 
was often several days or weeks after they turned in the related collections.

 The former bookkeeper failed to document that she reconciled her cash counts to 
original collection documents, and that she followed up differences with appropriate 
individuals. We noted numerous discrepancies between amounts shown as collected 
by teachers and other staff, and the amount receipted by the former bookkeeper.

 The former bookkeeper failed to record the amount, receipt number, and receipt date 
on each collection log, and initial the information on the collection log.

 The former bookkeeper’s regular practice was to enter receipts into the computerized 
accounting system after the related deposit had been made. This practice prevented a 
timely reconciliation of daily collections with the total of all receipts issued and the 
amount shown on the related deposit slip. 

 The former bookkeeper failed to provide cash receipts and disbursement reports to 
account sponsors, even though several staff members stated that they requested this 
information.

The Internal School Uniform Accounting Policy Manual, Section 5, sets forth required 
procedures for collection of school money by cashiers and/or bookkeepers.
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RECOMMENDATION:

To adequately account for all school collections so that they benefit the students for 
which they were raised and to help ensure that errors or irregularities are detected timely, 
school officials should ensure that required collection procedures as set forth in the 
Internal School Uniform Accounting Policy Manual are established and followed.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. We have modified our process and are now following collection procedures 
as set forth in the Internal School Uniform Accounting Policy Manual.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.

3. FINDING: Major deficiencies in teachers/others collection procedures

The former principal failed to ensure that teachers and other staff followed required 
procedures when collecting school money and turning it over to the former bookkeeper 
for deposit. Following are some of the significant collection deficiencies that contributed 
to management’s failure to timely detect the apparent misappropriation of over $60,000 
by the former school bookkeeper (noted in the Legal Issue): 

 In some instances, teachers and other staff did not count collections or prepare a 
collection record (prenumbered receipt, collection log, ticket reconciliation, signed 
recorded count, etc.) prior to turning them over to the former bookkeeper for deposit.

 Teachers and others that prepared collection records did not always record a separate 
count for each activity to allow profit and other analyses, did not indicate the method 
of payment (cash or check), and did not always record daily totals.

 Teachers and other staff did not always remit collections to the former bookkeeper 
promptly.

 Teachers and other staff did not always remit collections to the former bookkeeper 
intact. The former bookkeeper admitted that she paid herself $100 from cash
collections each time she oversaw a basketball or in-school concession operation. 
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Another teacher admitted that he used cash from fundraiser collections to purchase 
equipment and pay for individual student instruction. 

 Teachers and other staff often failed to obtain a prenumbered receipt from the former 
bookkeeper when they remitted collections to her.

 When prenumbered receipts were obtained from the former bookkeeper, some 
teachers and other staff frequently did not verify that the receipted amounts agreed 
with the related collection record, and report noted discrepancies to the principal.
(Auditor’s Note: At least two teachers stated that they confronted Ms. Beshears with 
apparent significant discrepancies in the amounts she reported, and when no 
corrections were made, complained to the principal. Both teachers indicated that the 
former principal supported Ms. Beshears and told them they must have made an 
error.)

 Many teachers and other staff failed to retain copies of collection records. At least 
one teacher stated she discarded her 2005 school year records even after auditors told 
her that they must be retained.

The Internal School Uniform Accounting Policy Manual, Section 5, sets forth required 
procedures for collection of school money by teachers/others. 

RECOMMENDATION:

To adequately account for and make certain all school collections benefit the students for 
which they were raised, and to help ensure that errors or irregularities are detected timely, 
school officials should ensure that required collection procedures for teachers and others 
as set forth in the Internal School Uniform Accounting Policy Manual are established and 
followed.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. We are currently following collection procedures for teachers/others as set 
forth in the Internal School Uniform Accounting Policy Manual.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.
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4. FINDING: Failure to obtain required written authorization for some fundraisers, 
and to prepare profit analyses and fundraiser summary reports for 
applicable fundraising and other resale activities

The former principal failed to require personnel to complete profit analysis reports for 
resale activities, failed to require applicable fundraiser summary reports, and also failed 
to obtain or document written authorization for some school-wide fundraisers. The 
former principal stated that she relied on the former bookkeeper’s word as to fundraiser 
profits. As noted in the Legal Issue, the former bookkeeper apparently misappropriated 
thousands of dollars of school collections, including school fundraising and other resale 
activity collections. Because profit analysis reports were not prepared, verified, and 
reviewed, the former principal and other school officials and employees did not detect the 
apparent theft. In addition, because applicable fundraiser summary reports were not 
prepared, the school could not readily demonstrate that remaining fundraiser profits, if 
any, were used for the intended purpose. Finally, because the former principal did not 
comply with school board policy and obtain prior approval for all school fundraisers, 
school board officials may not have been aware of the number and types of fundraisers 
occurring within the school.

The Internal School Uniform Accounting Policy Manual, Section 4, requires written 
authorization be obtained and filed, and sets forth detailed procedures for fundraising 
activities, including completion of profit analysis reports and fundraiser summary reports.
Cheatham County Schools policy 6.701, Student Solicitations/Fundraising Activities, 
requires that “All fundraising activities must be approved in writing by the director of 
schools/superintendent.” 

RECOMMENDATION:

To establish accountability and adequately account for fundraising collections and 
inventory, and to help ensure that errors or irregularities are detected timely, the principal 
should establish and ensure compliance with all required procedures related to 
fundraising and other resale activities set forth in the Internal School Uniform Accounting 
Policy Manual, including obtaining prior authorization, preparing profit analyses, 
verifying commissions, and preparing fundraiser summary reports.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. We have re-emphasized that all schools must obtain written authorization for 
all fundraising activities per board policy. We will ensure that fundraising collections are 
accounted for using procedures set forth in the Internal School Uniform Accounting 
Policy Manual.
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Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.

5. FINDING: Deposits not made promptly and intact, and some deposit slips not 
itemized

In addition to her failure to deposit some school collections as noted in the Legal Issue, 
when deposits were prepared and made, school records indicated that the former 
bookkeeper did not follow required procedures. These significant control deficiencies 
helped to effectively disguise the nature and extent of the shortages listed in the Legal 
Issue. The investigative audit revealed that the former bookkeeper failed to 

 Deposit school collections within three business days of receipt by a school 
employee. We noted numerous altered dates on collection logs, apparently in an 
attempt to conceal the fact that collections were not deposited promptly. 

 Deposit school collections intact. School records indicated many instances in which 
collections purported to be collected on the same day were not deposited together. 
Collection and deposit records and interviews also documented that the former 
bookkeeper used school collections to provide change for events and to cash personal 
and two-party checks. 

 Include an itemized check listing in the support documentation for several deposits. 
In addition, the former bookkeeper falsified payor names or amounts on some of the 
itemized lists of checks which were located. She apparently used inaccurate check 
listings to disguise her own untransacted checks. (Refer to Finding 1 and Exhibit 5.)

 Write the receipt numbers comprising the deposit on the deposit slip.

The Internal School Uniform Accounting Policy Manual, page 6-2, requires:

Collections should be deposited daily, if possible, but no more than 
three days after the initial collection.… Collections should be 
deposited intact. Intact means that collections are deposited in the 
form and amount in which they are collected. All money collected 
must be deposited in the next deposit. No collections should be 
withheld from the deposit for any reason.… All checks should be 
listed individually on the deposit slip or an attached list, itemizing 
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the name of the payer and the amount. The receipt numbers 
comprising the deposit should be written on the deposit slip.

RECOMMENDATION:

To safeguard funds, school personnel should deliver total collections to the bookkeeper at 
least daily. The principal should ensure that the bookkeeper complies with state law and 
deposits all school collections intact within three days of initial collection. In addition, to 
ensure that funds are deposited in the form and amount collected, school personnel 
should indicate the form of payment as well as the amount on each original collection log 
or receipt. Checks should be listed individually on the deposit slip or attached list, and the 
receipt numbers comprising the deposit should be clearly identified.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. We have taken steps to ensure that deposits are being made properly.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.

6. FINDING: Computerized accounting system allowed alteration of prenumbered 
receipts and other school accounting records without detection

Harpeth Middle School’s computerized accounting system had no controls to prevent 
subsequent alteration of accounting entries, and did not document the occurrence of such 
alterations. As a result, school officials had no means to recognize that records had been 
altered after the fact, aside from the availability of a printed copy of account information 
prior to editing. (Refer to Exhibits 1 and 2.) 

The school’s computerized accounting system automatically recorded each transaction to 
the selected account(s) each time the bookkeeper issued a receipt or a check. As noted in 
the Legal Issue, the audit revealed numerous instances in which the former bookkeeper 
altered or falsified receipt information and accounting entries, possibly in an effort to 
conceal the apparent misappropriation.

Section 4 of the Internal School Uniform Accounting Policy Manual provides that 
receipts and disbursements be accurately and promptly recorded in the school’s 



Findings and Recommendations

12

accounting records. Page 7-3 of the manual provides that the general journal be used to 
record correction of errors, transfers, etc.

RECOMMENDATION: 

To ensure that collections benefit the intended students and that school accounting 
records accurately reflect transactions, school officials should consider adding computer 
software controls to prevent the alteration of records or to create a history of all 
modifications. If restrictions cannot be added to the computer system, the bookkeeper 
should retain copies of ALL receipts and file them in a logical order. The principal should 
mandate that no changes be made to previously recorded transactions, and that errors be 
corrected using general journal entries. The principal or his/her designee should monitor 
recordkeeping to ensure that information from the receipts remains unchanged. 

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. We are currently reviewing new accounting software that will address and 
correct this issue.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.

7. FINDING: Inadequate controls over event admissions

The principal failed to ensure that adequate procedures were followed regarding 
admissions to events. Our investigative audit revealed the following deficiencies:

 Ticket reconciliation forms or other acceptable collection records for several athletic 
events, dances, and other school events could not be located. 

 Most of the reconciliation forms that were located appeared to have been completed 
by the former bookkeeper. Teachers who worked event gates stated that although they 
did count the collections, Ms. Beshears instructed them to not complete the collection 
information on the form prior to signing it. Instead, the count was usually 
documented on a separate sheet of paper, only one of which was located. (Refer to 
Exhibit 4.)
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 The former bookkeeper issued receipts by account name rather than in the name of 
the person remitting the money.

 We were unable to locate receipts and deposits for several events, and noted 
discrepancies between amounts recorded and deposited in others. 

 School collections were often used to provide change for the events. 

The Internal School Uniform Accounting Policy Manual, pages 5-5–6 state:

A ticket reconciliation form is required for all events, such as 
athletics or entertainment, for which a fee is charged … All 
admission tickets should be prenumbered.… The principal is 
responsible for accounting for all tickets and ensuring the 
safekeeping of the ticket inventory. Prior to the tickets and ticket 
reconciliation form being given to the ticket seller, a designated 
individual other than the ticket seller will record the beginning 
ticket number and the amount of change to be given to the ticket 
seller. The ticket seller should initial this information to document 
verification of the information on the form.… When the event’s 
ticket sales are complete, the ticket seller and the principal or 
principal’s designee should count the cash and complete and sign 
the ticket reconciliation form. One of the responsible persons will 
retain a copy of the original ticket reconciliation and the original 
should accompany the money and unsold tickets. The cashier 
should issue the official receipt to one of the persons signing the 
ticket reconciliation. If a discrepancy between the ticket 
reconciliation and the official receipt exists, the principal should be 
notified in writing so that the principal may determine necessary 
action.

Page 5-7 states that “[d]aily collections from any source should never be used for the 
purpose of providing change for events.”

RECOMMENDATION:

To ensure all school event collections are properly accounted for, the principal should 
establish adequate procedures related to ticket sales as set forth in the Internal School 
Uniform Accounting Policy Manual, Section 5, and ensure that school personnel follow 
these procedures.
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MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. The school has established adequate procedures related to ticket sales as set 
forth in the Internal School Uniform Accounting Policy Manual.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.

8. FINDING: Inadequate accounting for school event concession operations

The principal did not require athletic concession operators to adequately account for 
concession sales and inventory. The former bookkeeper was responsible for concession
operations at basketball games and in-school athletic events. Another school employee 
was responsible for volleyball concessions and a volunteer was responsible for wrestling 
concessions. The following deficiencies were noted:

 Although concession operators stated that related amounts were turned in, we were 
unable to locate concession receipts and deposits for at least three volleyball and 
wrestling events.

 The volleyball and wrestling concession operators stated that they counted the 
collections prior to turning them over, but did not record the count on the concession 
reconciliation form, and did not receive a receipt from the bookkeeper for amounts 
remitted. The volleyball concession operator stated she was told not to complete the 
reconciliation form prior to signing it. Instead, the former bookkeeper apparently 
completed all concession count forms that were located.

 Although no documentation was on file, former bookkeeper, Diane Beshears, stated 
that she paid herself $100 cash from concession collections for each event she 
worked. The former principal verified that she had authorized these undocumented 
payments.

 The former bookkeeper apparently used school collections to provide change for 
some concession operations, and wrestling concession collections were used to 
purchase pizza. 
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 Auditors found no records of inventory, including items sold or given away, and no 
profit analyses for concession operations.

Because procedures and records were inadequate, we were unable to determine if 
additional concession collections had been misappropriated. 

The Internal School Uniform Accounting Policy Manual, page 5-3, states, “Teachers, 
assistants, volunteers, and support staff who handle money should be made aware of the 
requirement for maintaining accurate and systematic records of all cash collected.” Page 
4-27 of the manual states, “For ongoing resale activities such as … concessions … profit 
analysis reports must be completed to document collections, expenses, and any losses of 
money or product.”

RECOMMENDATION:

To provide adequate accountability for concession collections and inventory, the 
principal should require that

 adequate records are kept of concession items purchased, received, sold, given away, 
and left on hand after each event;

 inventory is safeguarded and stored in a secured area;

 collections are not used to provide compensation or change, or to make purchases of 
supplies;

 collections are counted and recorded by two people before being turned over for 
deposit;

 a profit analysis report is completed by a designated employee to determine if 
expected collections are being deposited; and

 any variance from expected collections is investigated.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. Steps have been taken to ensure that all issues relating to concession 
collections and inventory have been addressed.

Principal:

I concur with all findings and agree with the board of education responses.
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Bookkeeper:

I concur with all findings and agree with the board of education responses.

9. FINDING: Inadequate procedures over disbursements

The former principal failed to require and ensure that adequate disbursement procedures 
were established and followed, and routinely allowed controls over the checks issuance 
process to be circumvented. We noted significant deficiencies, including inadequate 
supporting documentation, invoices missing signatures to indicate receipt of goods or 
services, altered checks, checks being signed prior to amounts being entered, checks 
payable to “cash,” and voided checks not properly handled. One of the checks payable to 
“cash,” ostensibly to provide change for a dance in November 2003, was endorsed by the 
former bookkeeper and not cashed until January 2004. 

The Internal School Uniform Accounting Policy Manual, page 5-14 requires that “[t]he 
bookkeeper should require and obtain adequate supporting documentation before 
disbursing any school money.” Adequate supporting documentation includes 
documentation that goods and services have been received.

Page 6-3 of the manual states:

All money must be disbursed by prenumbered checks (except for 
disbursements from petty cash accounts authorized by the board of 
education). A check must not be altered, erased or destroyed. 
Should an error be made in preparing a check, the word “VOID” 
should be written on the face of the check, the signature section 
should be removed, and the check should be retained on file for 
future reference and audit purposes. Checks must not be signed 
in advance of their preparation and issuance. Checks must not 
be made payable to “Cash.”… Before signing checks, each 
signatory should review adequate supporting documentation (such 
as vendor invoices, purchase authorizations, etc.).

RECOMMENDATION: 

To safeguard school assets and to ensure that payments are only issued to those having a 
legitimate claim, the principal should ensure that adequate disbursement procedures as set 
forth in the Internal School Uniform Accounting Policy Manual are established and 
followed.
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MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. The school has modified its processes and is now following disbursement 
procedures as set forth in the Internal School Uniform Accounting Policy Manual.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.

10. FINDING: Deficit balance in the general fund

According to the June 30, 2004, annual financial report, the Harpeth Middle School
general fund had a deficit balance of $12,614.08 as of June 30, 2004. The Internal School 
Uniform Accounting Policy Manual, page 4-1, states:

Total general fund expenditures (including unpaid obligations as of 
June 30 each year) must not exceed the beginning fund balance 
plus current year revenue. A deficit balance in the general fund …
is not allowable. The principal is considered to be the sponsor of 
the general fund.

Page 5-12 of the manual also states that “… the principal should not authorize payment in 
any amount for purchases that … are to be paid out of accounts that do not have 
sufficient balances.”

RECOMMENDATION:

To prevent a deficit general fund balance, the principal should not authorize purchases or 
sign related checks unless the school has sufficient money to cover the expenditures.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. We are currently taking steps to correct this issue.
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Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.

11. FINDING: Student collections used to pay for staff development and other staff 
benefits

In addition to commissions received from the teachers’ lounge vending machine, the 
former bookkeeper recorded some student-accessible vending machine commissions in 
the restricted entertainment account from which disbursements were made for staff 
development and staff gifts. Ms. Beshears stated that she estimated teachers’ usage of 
vending machines located in student accessible areas, and allocated the collections
between the general fund and restricted entertainment account based on those estimates. 
Further, the former bookkeeper, with administration approval, issued checks for 
conference expenses and other staff benefits using general fund money. Allocating 
student-generated revenues for staff development and other staff expenditures appears to 
be in accordance with the Cheatham County Board of Education policy. However, the 
Internal School Uniform Accounting Policy Manual makes no provision for any 
allocation of commissions or other student-generated collections for disbursements not 
intended to benefit the students or the school. In addition, staff development and 
compensation are considered to be the responsibility of the local board.

Page 4-1 of the manual states:

The general fund is used to account for all money to be used for 
the general operation of the school or for the welfare of the student 
body. This includes, but is not limited to … school-wide 
fundraisers.… All expenditures from the general fund must 
benefit the school or must contribute to the welfare of the 
student body, and supplement, and not replace, funds 
necessary to fulfill the local board’s obligation to provide an 
instructional program, property, equipment, and salaries.

RECOMMENDATION:

To ensure that money generated by students actually benefits the students or the school, 
the principal should require that vending commission revenue be properly recorded and 
disbursed. Staff development should never be paid from student activity funds. 
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MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. Administrators will be reminded of this policy prior to the start of school. 
Administrators will be required to sign off on their understanding of and will be held 
accountable to this policy.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.

12. FINDING: No documentation and approval of accounts payable totaling
$17,984.93 and $19,390.53 at June 30, 2003, and 2004, respectively

The former bookkeeper did not include in the school’s records documentation of accounts 
payable at year end. Therefore, the local board of education had no opportunity to 
approve the school’s accounts payable, and thereby the subsequent, related expenditures
for those payables. Unapproved accounts payable totaled $17,984.93 and $19,390.53 at 
June 30, 2003, and June 30, 2004, respectively. The Internal School Uniform Accounting 
Policy Manual, page 5-16, states, “The local board must approve accounts payable that 
will not be liquidated during the current fiscal year.”

RECOMMENDATION:

To ensure that the board of education is aware of the school’s liabilities, the principal 
should obtain board approval for the school’s accounts payable at year end.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. Schools will be required to send all accounts payable to the central office at 
year end for approval.

Principal:

I concur with all findings and agree with the board of education responses.
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Bookkeeper:

I concur with all findings and agree with the board of education responses.

13. FINDING: Supplemental compensation and taxable gifts paid directly to 
employees

The former bookkeeper told auditors that with the approval of the former principal, she 
paid herself $100 from cash collections for basketball and in-school event concession 
operations. In addition, our audit revealed that from July 1, 2003, through April 30, 2005, 
student activity money totaling at least $12,000 was used to purchase gift cards, meals, 
etc., for school personnel, including $200 gift certificates given to office workers for
Secretary’s Day. The Internal School Uniform Accounting Policy Manual, page 5-22, 
states:

Any supplemental compensation owed to board of education 
employees for extracurricular activities must be processed through 
the director of school’s office in the same manner as salary and 
other payroll payments. Board of education employees may not be 
compensated directly by individual schools from internal school 
funds. 

IRS regulations provide that certain gifts are considered compensation and must be 
treated accordingly.

RECOMMENDATION:

To comply with the requirements of the Internal School Uniform Accounting Policy 
Manual, all supplemental pay and taxable “gifts” to board employees should be 
processed through the board of education.

MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. Administrators will be reminded of this policy prior to the start of school. 
Administrators will be required to sign off on their understanding of and will be held 
accountable to this policy.

Principal:

I concur with all findings and agree with the board of education responses.
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Bookkeeper:

I concur with all findings and agree with the board of education responses.

14. FINDING: School purchased items from the former bookkeeper’s business 

Auditors located at least six disbursements for purchases from and repairs by the former 
bookkeeper’s personal business. We also noted that the former bookkeeper used the 
school computer in her office to perform duties related to her personal business. Ms. 
Beshears typed invoices for her embroidering company and printed advertisements,
targeting Harpeth Middle School and other Cheatham County Schools’ coaches, to solicit 
for her personal business. The Cheatham County Board Policy, 5.601, regarding certified 
or classified personnel, states:

Employees of the Board will not engage in, or have financial 
interest in, any activity that raises a reasonable question of conflict 
of interest with their duties and responsibilities as members of the 
school staff. This includes but is not limited to the following:

School employees may not purchase for sale to students any goods 
or equipment or render any service to the school system on a 
commission basis;

Employees who have patented or copyrighted any device, 
publication, or other item will not receive royalties for use of such 
item in the school system;

Employees will not engage in any type of work where the source 
of information concerning a customer, client, or employer 
originates from information obtained through the school system;

The Board shall make no purchase of supplies, materials, or 
equipment from a school system employee; and

Employees shall not solicit for the purpose of selling instructional 
supplies, equipment and reference books in a territory that includes 
the parents of the children of the school in which the employee is 
assigned.

RECOMMENDATION:

The Cheatham County School Board should ensure that all board employees are aware of 
and comply with board policy.
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MANAGEMENT’S RESPONSE:

Director of Schools and Members of the Board of Education:

We concur. Administrators will be reminded of this policy prior to the start of school. 
Administrators will be required to sign off on their understanding of and will be held 
accountable to this policy.

Principal:

I concur with all findings and agree with the board of education responses.

Bookkeeper:

I concur with all findings and agree with the board of education responses.
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Exhibit 1-1: Pepsi commission check stub

Exhibit 1-2: School receipts issued for Pepsi commission check
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Exhibit 1-3: Internal auditor’s copy of computer printout dated 3/29/2004. This shows that 
the school records had been altered—the Pepsi commission check was listed in “donations.”
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Exhibit 1-4: End of year “fundraising—schoolwide” printout. School records had again been 
altered. Pepsi commission now in fundraiser account apparently to compensate for shortage 
(included in legal issue)
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Exhibit 2-1: School ring commission receipt

Exhibit 2-2: “Comm—School Rings” account from end of year printout. Example of altered 
accounting records. Based on printout, it would appear that there had been no account 
activity for entire year.
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Exhibit 2-3: End of year “fundraising—schoolwide” printout. School ring commission now 
in schoolwide fundraiser account apparently to compensate for shortage (included in legal 
issue)
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Exh ibit 3 : Exa mp le o f im properly used rece ipts and do cum e ntation o f large dollar a mo unt 
accu m u lated in bad che cks acco unt. Note negat ive am ounts used to write off bad checks
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Exhibit 4-1: Blank but signed ticket reconciliation form. Somebody apparently recorded a 
cash count on the back of this document. No money attributable to this event was receipted 
or deposited.
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Exhibit 4-2: This is the back of Exhibit 4-1. This appears to be a recorded cash count that 
was never receipted or deposited.
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Exhibit 5-1: $250 (Tony) Diane Beshears daycare receipt 

Exhibit 5-2: Office receipt $4,118.86 for school picture commissions
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Exhibit 5-3: Deposit check listing. Beshears $250 is listed with different check number. No 
check from Lifetouch was listed, but auditors noted that the Barber check amount, combined 
with the Beshears check amount was $4118.86—the amount of the Lifetouch check.
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Exhibit 5-4: Auditors obtained a copy of the deposit contents from the school’s bank. 
According to the bank, the $250 Beshears check was not included. Note, the Lifetouch check 
was signed by a “Barber.”




