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May 11, 2015 
 

 
Major General Terry M. Haston, Commissioner 
The Adjutant General 
Military Department of Tennessee 
Office of the Adjutant General 
Houston Barracks 
Nashville, Tennessee 37204-1502 
 
General Haston: 
 
We performed an investigation of selected records of the Station Commander’s Upkeep and 
Maintenance Fund at the Tennessee National Guard Armory in Clinton, Tennessee, for the 
period April 1, 2014, through February 4, 2015.  The investigation revealed the following 
deficiencies: 
 

 A cash shortage of at least $3,342.50 existed on February 4, 2015. 
 

 The former fund custodian of the Station Commander’s Upkeep and Maintenance 
Fund was allowed to maintain a Tennessee Army National Guard laptop containing 
confidential information at his out-of-state residence for more than two months after 
he was relieved of his duties and sent home on leave. 

 
 Deficiencies were noted in the maintenance of the Station Commander’s Upkeep and 

Maintenance Fund. 
 

The findings and recommendations, as a result of our investigation, are presented below.  
These findings and recommendations have been reviewed with management to provide an 
opportunity for their response.  Also, these findings and recommendations have been 
reviewed with the district attorney general for the Seventh Judicial District.  
 
Background 
 
The Tennessee Army National Guard is under the direction of an Assistant Adjutant 
General and is required, under provisions of the National Defense Act, to furnish armory, 



 

2 
 

office, and storage facilities for the care and safekeeping of materials and equipment 
furnished by the federal government, and to provide the maintenance and operating costs of 
these facilities.  The Assistant Adjutant General for the Tennessee Army National Guard is 
also responsible for the management of the various Station Commanders’ Upkeep and 
Maintenance Funds throughout the state.  Guidelines and procedures for the maintenance 
of these accounts are provided in the Maintenance Management Standard Operating Guide. 
Armory fund custodians are responsible for maintaining funds in an authorized bank 
account to be used for upkeep and maintenance of the armory.  The State of Tennessee 
reimburses the armory for certain armory maintenance expenditures.  In addition, the 
Tennessee Army National Guard periodically rents armory space to citizens groups and 
others.  Money received from these rentals is required to be deposited into the authorized 
bank account maintained by the fund custodian.  The station commander or the fund 
custodian draws and executes the rental contracts between the armory and the groups who 
rent the space.  Armory personnel are required to be on the premises to monitor the groups 
who rent the space and are reimbursed $15 per hour.  The rental fees paid by the groups to 
the armory fund custodian include both the daily rental fee and hourly cost of the armory 
monitor.  The Tennessee Army National Guard in Clinton, Tennessee, is a regimental 
support squadron of the 278th Armored Cavalry, and is home to more than eighty soldiers.  
The former fund custodian supervised approximately forty-five soldiers. 
            

 
INVESTIGATIVE FINDINGS 

 
FINDING 1 A CASH SHORTAGE OF AT LEAST $3,342.50 EXISTED IN THE 

STATION COMMANDER’S UPKEEP AND MAINTENANCE 
FUND AT FEBRUARY 4, 2015  

 
The former fund custodian of the Station Commander’s Upkeep and Maintenance Fund 
wrote checks totaling $2,405 from the account for personal use.  The fund custodian 
admitted to diverting the funds for personal use to his superior officer after being 
questioned about bookkeeping irregularities and the lack of bank records on file during a 
routine, unannounced inspection of the armory on November 19, 2014.  From August 18, 
2014, to September 29, 2014, six checks totaling $2,405 were disbursed from the account 
made payable to “cash.”  The fund custodian was required to send in quarterly reports to 
his superior officer for review.  The fund custodian concealed the check writing scheme from 
his superior officer by omitting and altering checks in the accounting records, and creating 
at least three falsified bank statements (see Exhibit 1 for example) that appeared to reflect 
the account had more funds available than were actually in the account.   
 
Our examination determined two armory rentals occurred in April 2014.  The fund 
custodian did not maintain receipts, disbursement records, or contracts for these rentals.  
In addition, the fund custodian did not deposit armory rental collections to the bank 
account.  We were able to contact both groups regarding their rentals of the armory during 
this period, and interview the armory monitors.  One group we contacted provided us a copy 
of the signed contract reflecting amounts they paid and which were collected by the fund 
custodian.  The group rented the armory for the two-day period, April 26-27, 2014, and paid 
cash in the amount of $937.50.  Terms of the contract required cash payment only.  The 
other group we contacted was not able to provide us with documentation of their rental on 
April 11, 2014; therefore, we were not able to determine the amount of the cash shortage 
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associated with this rental.  Both armory monitors we interviewed stated that they received 
cash from the fund custodian for the hours worked, which was in violation of the guidelines.  
The armory monitor for the April 11, 2014, rental could not recall the amount of cash 
received for the hours spent monitoring the event. 
 
On November 19, 2014, the fund custodian was relieved of his duties and placed on regular 
leave with pay.  The fund custodian received a general discharge from the Tennessee Army 
National Guard on January 31, 2015, after all leave was used.  On February 4, 2015, the 
former fund custodian admitted to our investigator that he used funds collected from the 
armory rentals for personal use, but could not recall the actual amounts taken.  He also 
returned equipment issued to him, and reimbursed the Tennessee Army National Guard 
$2,405.  The remaining cash shortage of $937.50 ($3,342.50 minus $2,405) has not been 
collected. 
 
RECOMMENDATION 
 
Tennessee Army National Guard officials should take immediate steps to collect the 
shortage of $937.50. 
 
MANAGEMENT’S RESPONSE—MAJOR GENERAL TERRY M. HASTON 
 
Concur.  A memorandum is being prepared and will be sent certified mail to last known 
address requesting the remaining shortfall of $937.50 be remitted to the Clinton Station 
Commander’s Upkeep and Maintenance Fund. 
 

____________________ 
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Exhibit 1 
 

       Actual August 2014 Bank Statement 
 

 
 
Source: Regions Bank 
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      Falsified August 2014 Bank Statement  
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FINDING 2 THE FORMER FUND CUSTODIAN WAS ALLOWED TO 
MAINTAIN A TENNESSEE ARMY NATIONAL GUARD 
LAPTOP CONTAINING CONFIDENTIAL INFORMATION AT 
HIS OUT-OF-STATE RESIDENCE AFTER HE WAS RELIEVED 
OF DUTIES AND SENT HOME ON LEAVE 

 
A superior officer allowed an employee to maintain a Tennessee Army National Guard 
laptop containing confidential information at his out-of-state home after relieving the 
employee of his duties.  On November 19, 2014, the fund custodian, who was a senior 
noncommissioned officer, was relieved of his duties and placed on regular leave after 
admitting to his superior officer that he diverted funds for personal use.  According to the 
superior officer, this decision to relieve the custodian of his duties was made after 
considering the loss of trust and confidence, as well as the risk associated with the 
custodian’s access to sensitive property.  The former fund custodian was advised at a 
meeting on December 11, 2014, with his superior officers in Winchester, Tennessee, that he 
would receive a general discharge from the Tennessee Army National Guard effective 
January 31, 2015, after all leave was exhausted.  We were advised by two noncommissioned 
officers at the Clinton, Tennessee, armory on January 16, 2015, that the former fund 
custodian had not returned his laptop containing confidential information.  His superior 
officer advised that the former fund custodian was allowed to maintain the laptop to rebut 
the allegations made against him.     
 
All equipment, including data belonging to the Tennessee Army National Guard on 
electronic media (i.e. paper copies, hard drives, thumb drives, CD-ROM, etc.), should have 
been turned in by the former fund custodian on November 19, 2014, in order to prevent 
access to data in his possession for unauthorized purposes.  
 
On February 4, 2015, the former fund custodian turned in the laptop assigned to him by the 
Tennessee Army National Guard. 
 
RECOMMENDATION 
 
Tennessee Army National Guard management should ensure that all equipment is 
returned and secured by management when soldiers are relieved of duty.  Management 
should determine that no confidential data in the possession of the former fund custodian 
was accessed and/or downloaded for unauthorized purposes between November 19, 2014, 
and February 4, 2015.   
 
MANAGEMENT’S RESPONSE—MAJOR GENERAL TERRY M. HASTON 
 
Concur.  A copy of this report is being furnished to the Tennessee Army National Guard 
Chief of Staff for action. 

____________________ 
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FINDING 3 DEFICIENCIES WERE NOTED IN THE MAINTENANCE OF 
THE STATION COMMANDER’S UPKEEP AND 
MAINTENANCE FUND 

 
We noted the following deficiencies in the maintenance of the Station Commander’s Upkeep 
and Maintenance Fund: 
 

A. The duties of the fund custodian were not segregated adequately, in violation of the 
Maintenance Management Standard Operating Guide.  The fund custodian 
responsible for maintaining accounting records was also involved in receipting, 
depositing, and disbursing funds.  Accounting standards provide that internal 
controls be designed to provide reasonable assurance of the reliability of financial 
reporting and the effectiveness and efficiency of operations.  This lack of segregation 
of duties increases the risk of unauthorized transactions. 

 
B. The fund custodian did not deposit collections to the bank account as required by 

Section 9-4-301, Tennessee Code Annotated.  This statute requires an office or agency 
of the state and every officer and employee of state government, collecting or 
receiving state funds, to deposit them immediately into the bank account.  The delay 
in depositing funds weakens internal controls over collections and increases the 
risks of fraud and misappropriation. 

 
C. The fund custodian was the sole signature on all checks issued from the account.  

There was no requirement for at least two authorizing signatures on checks written 
from the account.  As a result, the fund custodian was able to write checks payable 
to “cash” and conceal the disbursement from his superiors. 
 

D. The fund custodian admitted to investigators that he issued receipts to groups 
renting the armory from a generic receipt book he purchased at a local store.  These 
receipts were not maintained by the fund custodian.  The Maintenance Management 
Standard Operating Guide requires fund custodians to utilize pre-numbered receipts 
for all monies received.  These receipts should be maintained by the fund custodian 
in triplicate.  One receipt goes to the payer when funds are received, one receipt is 
placed with the documentation on file that supports the income revenue, and the 
third copy remains intact in numeric sequence in the receipt book. 
 

E. The fund custodian did not maintain the original contracts he executed with parties 
who rented the armory.  The Maintenance Management Standard Operating Guide 
requires fund custodians to retain these contracts for audit purposes. 
 

F. The fund custodian paid monitors cash for their services.  The Maintenance 
Management Standard Operating Guide requires fund custodians to pay monitors 
by check.  In addition, the Maintenance Management Standard Operating Guide 
states, “under no circumstances will they be paid from cash receipts.”  Monitors we 
spoke with advised they were paid cash by the custodian.  In one instance a monitor 
could not recall the exact amount of cash paid. 
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RECOMMENDATION 
 
Management should segregate duties to the extent possible using available resources.  The 
fund custodian should deposit funds immediately in accordance with state statutes.  
Management procedures should require two approved signatures on all checks to help 
ensure all disbursements are for squadron purposes.  Prior to signing a check, each check 
signer should review related supporting documentation and ensure that it is adequate.  
Official pre-numbered receipts should be issued for all collections.  The fund custodian 
should maintain all original contracts for armory rentals for audit purposes.  The fund 
custodian should pay all monitors by check. 
 
MANAGEMENT’S RESPONSE—MAJOR GENERAL TERRY M. HASTON 
 
Concur.  With the exception of requiring two signatures and each signatory reviewing 
related supporting documentation for adequacy, the remainder of the recommendations are 
required in the current Standard Operating Guidance.  However, there are additional 
deficiencies previously noted, specifically related to internal controls, that are to be 
addressed in the forthcoming re-write of the Station Commander’s Upkeep and 
Maintenance Fund Standard Operating Guidance document. 
 

____________________ 
 
If you have any questions concerning the above, please contact this office. 
 
 
       Sincerely, 
 

        
 
 
       Justin P. Wilson 
       Comptroller of the Treasury 
 
JPW/kbh 
 
  


