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How we got involved

¢ On August 6, 2009, Village representatives contacted the
Auditor of State Special Investigations Unit and requested a
meeting regarding possible irregularities identified in the utility
department.

¢ On August 7, 2009, AOS representatives met with the Village
representatives to obtain an understanding of their concerns.

¢ Concerns included questions on why a business, who was
typically several months late on their utility payments, was
excluded from the disconnect list and why the adjustment
jdournal was being maintained in the utility clerk’s locked desk
rawer.

Ohio Auditor of State

Dave Yost www.auditor.state.oh.us

How we got involved

¢ On September 1, 2009, two AOS Assistant Auditors
interviewed Utility Clerk Katherine Lang and obtained an
understanding of the following processes:

— Collecting and depositing customer utility account
deposits.

— Collecting, posting, and depositing customer utility
account payments.
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Katherine L. Lang

e 5/11/1998 — Hired as the utility clerk
¢ Duties included:

— Collecting new customer utility deposits, establishing
new utility accounts, and depositing customer utility
account deposits with the utility collections.

— Recording monthly meter readings into the utilities
system, generating monthly utility bills, and mailing the
bills.
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Katherine L. Lang

* Duties included:

— Recording payments received to utility customer
accounts, generating daily and monthly utility receipt
reports, and preparing deposit slips to deposit monies
collected.

— Requesting re-reads of meters and adjusting utility
customer account balances, when needed.
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How we got involved

¢ The audit staff obtained copies of revenue journals and
adjustment journals for October 2008.

* We subpoenaed the corresponding bank deposits and
supporting documentation identifying payments deposited.

¢ Preliminary testing identified discrepancies in which
approximately $25,000 of utility payments collected were
not deposited in the first three weeks of October 2008.

* On October 28, 2009, Kathy was interviewed and asked to
explain the discrepancies. That same day Kathy was placed
on paid leave by the Village Administrator.
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Special Audit Objectives

A special audit was declared on October 23, 2009 in order
to:
— Determine whether customer utility account deposits and
utility payments received were posted to their accounts and
deposited.

— Determine whether customer utility account adjustments
posted were supported and for a valid reason.
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Collection and Depositing of Customer
Utility Account Deposits
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Receipts
completed
when new
utility account
established.
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However, what you see is
not what you get
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Account Receipts
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New Customer Utility
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. Receipt Amount Type of
New Customer Account Deposits Collected Number Tender
Per Manual Receipts: 1636 $30000| Cash
1637 300.00 Cash
1638 300.00 Check
$900.00
New Customer Account Deposits
Deposited Per Daily Receipt Journal Customer Account Denosit
and Deposit Slip: $600 Amount Collected: P $ 900.00
Customer Account Deposit
Amount Deposited: 600.00
Collected and Not
300.00
L by R "\.\c_{;;.(.?(_"; Deposited: $
Tethee Ol FEE. DD,
DESO. P
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Results of Customer Account
Utility Deposit Review

Less:
Amount Less:

deposited Amount

and tied to a deposited

Total Utility specific not related
Deposit customer to a specific| Collected and
Period Receipts deposit Variance receipt Not Deposited
2006 25,861.32 22,263.32 |$ 3,598.00 [$ 1,605.00 [ $ 1,993.00
2007 37,725.00 31,825.00 5,900.00 653.00 5,247.00
26,445.00 21,323.59 5,121.41 - 5,121.41
01/01/09 - 10/28/09 26,025.00 23,925.00 2,100.00 850.00 1,250.00
$ 116,056.32 [ $ 99,336.91 | $ 16,719.41|$ 3,108.00 [ $ 13,611.41
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Now the payments....
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Collecting, Posting, and Depositing of
Utility Payments
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CLINTON SILYER EEIIM
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RIPILEY CH
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September 2, 2009 Reconciliation

Checks Cash Total

Utility Daily Deposit Report Total: § 2134625 395842 § 25,

Bank Deposit Detail Total: § 21,34625 $ 395942 § 2§
Variance: 3§ -5 - 5

This reconciliation shows the remaining
payments identified as paid with cash on the
daily receipt journal agreed to the amount of
cash deposited.
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Reconciliation Process

* Traced checks deposited to payments reflected on the Receipt Journal
by name, amount, address, memo line items, and available
information maintained by the Village or other outside agencies.

* We determined the remaining utility payments not traced to a check
or money order were paid using cash.

* We totaled the remaining payments not traced to a check or money
order to identify the total cash collected.

* We agreed the total calculated checks and cash collected per the Daily
Receipt Journal to those amounts deposited to determine whether
payments received were deposited intact.
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What we found....
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Results of Comparison of
Tender Posted vs. Deposited

Checks Cash
[Total Per Daily Receipt Journal: | $ 14,859.92 [Total Per Daily Receipt Journal: | $  4,705.87 |
[Total Per Bank Deposit: 70 [Total Per Bank Deposit: | 320309
[Variance: |Variance: |$ 150278
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Review of Greenwood Motel’s
Account Balance:

With Payment Posted Balance Should Be: After Payments Posted to Receipt Journal:
Greenwood  June Hafer  Total Greenwood June Total
Motel Motel Hafer
. e 8 0 5145050 | ssa08 G1E0a78

Adjustment Posted:

Greenwood  June Hafer  Total
Account Balance After Adjustment: Motel

50 . & 50
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Account Adjustments
Allowable When:

Utility meters are read incorrectly.

A credit is granted for filling a pool or using sprinklers
to water the lawn.

Sewer credits are granted when a water leak occurs.

To remove incorrectly assessed penalties.
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Increase in Utility Account

Adjustments:
(50,000.00)
(100,000.00) +—
(250,000.00)
(300,000.00)
(85000000 206 | zor | 208 | u0s 1009
[Total Adjustments|  (103.25063) | (20471107) | (289.26229) | (231512.73)

Total Adjustments for Period: ($828,736.72)
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Adjustments

Ms. Lang stated she was the only individual who posted
customer adjustments.

Adjustments totaling $683,390.76 were used to conceal
missing cash.

Ms. Lang was present each time adjustments were posted
to conceal missing cash.
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Total Cash Collected and
Not Deposited

2006 2007 2008 1/09 - 10/09 Total

Total Receipts per Receipt
Posting Journal $2,379,850.22 | $2,732,683.41 | $ 2,754,794.49 | $ 2,256,162.66 |$ 10,123,490.78
Less: Checks/Money
Orders and Credit Cards
Deposited Which agreed to
an account on receipt
posting journal (1,996,231.06) (2,288,379.29) (2,371,594.83) (1,895,688.08] 8,551,893.26,
Total Cash to be

383,619.16 444,304.12 383,199.66 360,474.58 1,571,597.52

Actual Cash Deposited per

Bank (158,130.84)  (192,169.99)|  (99,641.95)| (128,464.46) |  (578,407.24)
Less: Net (11,443.24)  (22,334.17)]  (19,008.11) (1,396.93) (54,182.45)
Less: Loss resulting from

Altered Records (23,162.57) - (23,162.57)

$ 190,882.51 $ 229,799.96 $ 264,549.60 $ 230,613.19 $ 915384526

We determined Ms. Lang was present each day in which a deposit was
prepared and we determined cash collected was not deposited.
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Account Adjustments

* In examining adjustments, we identified 12 companies in which
adjustments for the period exceeded $10,000.

e Company account balances were reduced by as little as $12,317
and as much as $130,090.

 Individual transaction account balance reductions ranged from
-$250 to -$15,066

* In each instance, a check was received from the company,
deposited, and the entire check amount was not recorded as paid.
Instead, an adjustment was posted to reduce the account balance.
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Adjustments Posted to
Commercial Accounts

« Bills were generated from the system using a 00 rate code or meter
readings were not entered.

¢ This resulted in a bill with no monies due being recorded in the utility
system.

¢ The company received and paid the amount reflected on the revised
typewritten bill.

¢ Payments received were deposited into the Village’s bank account.
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Example of Adjusted

Meter Reading

L urnamans |

1513 2051 AIM0 | CE 3029.53

1513 2051 43040 | CE |3029.53
b |3 3

Ol 2306~

=
415112

1771, 93

www.auditor.state.oh.us

) thio Auditor

ve Yost

Example of Adjusted
Meter Reading Rate

www.auditor.state.oh.us

2 Ohio Auditor of State

) Dave Yost

Adjusted Meter Reading
Rate Examples

Effect of this entry: $0 due by Surgical Appliances

Effect of this entry: $0 due by Surgical Appliances
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Adjusted Meter Reading
Rate Examples
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Adjusted Meter Reading
Rate Examples

104-10500-01 02212006
2646 004 ZM6AD | CE | 548.90
1918 8558 25600 | CE
INCL EMH TAX 4 206:53
ITEI00  ZTHLO00 TAT7I00 | WIR  4l.B8
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Total Loss from
Altered Records

Amount billed to customers using a typewritten or altered utility $29,200.15

stub

Amount paid by customers upon receipt of typewritten or altered 29,227.27
utility stub and deposited into the Village’s bank account

Amount recorded as paid by customers on their customer utility 6,064.70
account

Amount deposited in place of cash utility collections $23,162.57
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Kathy’s Employment Status

July 29, 2010
To Whom it may concemn;

For the past 12 years, | kave had the pleasure and privilege to have served
the Village of Ripley and it residents but due the current circumstances [ feel
that I have no other choice and that it would be in my best interest to resign
as wtility clerk effective immediately this 26 day of July 2010.

“Thank You —S .
—e —
. \'c.?%u.: u.&i‘ch,__ v_ﬁq\

Katherine Lang
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With Kathy gone now....

Believe it or not....
More money is collected
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Overall Utility Collections Increased
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Overall Cash Collections Increased
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Cash Collections Increased: $248,453.86
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Changes in Adjustments

Average
No. of Adjustments | Total Amount |Adjustment
Amount
Audit Period
2006 275 $(103,250.63) |  $(375.46)
2007 531 (204,711.07) (385.52)
2008 614 (289,262.29) (471.11)
1/09 - 10/09 523 (231,512.73) (442.66)
Post Kathy Lang:
11/09 - 12/09 88 $4,543.06 $51.63
1/10 - 8/10 437 (13,886.26) (31.78)
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The Second Interview

Ms. Lang confirmed she:
— Established new customer accounts.
— Collected new customer utility account deposits.
— Entered meter readings in the utility system.
— Generated utility bills.
— Recorded customer utility payments received in the utility system.
— Prepared deposits of utility collections.
— Posted adjustments to customer utility accounts
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Summary

* Perinterviews with Ms. Lang and Village employees, Ms. Lang stated
she was in charge of the entire utility collection process from
establishing accounts, to posting payments, and making deposits.

* Inother interviews, Village employees stated when collecting utility
payments, the stub and payment received were placed in Ms. Lang’s
cash drawer to post to the customer’s utility account and deposit in
the Village’s bank account.
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Summary

¢ Ms. Lang was present each day a deposit of utility
collections was prepared.

¢ Ms. Lang was present each day account adjustments were
posted.

¢ Ms. Lang was present each date reflected on the altered
or typewritten bill.
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Summary

Date Range Method Amount of Loss

01/04/06 — Cash customer utility payments received and not
10/27/09 deposited $915,845.26

01/23/06 — Payments received for altered bills or utility rates

23,162.57
03/27/06 deposited in place of utility cash collections 3,162.5
03/29/06 — - . .
07/20/09 Customer utility account deposits not deposited 13,611.41
$952,619.24
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Prosecution

¢ Indicted —12/13/2010

— (3) Theft in Office; (7) Tampering W/Records
e Accepted Plea—1/31/2011
e Sentenced-3/7/2011

— 23 years total for (3) Theft in Office

— Dismissed (7) Tampering W/Records

— Restitution and audit costs (~$122K)
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Kevin Saionzkowski
Special Audit Section

88 East Broad Street
Columbus, Ohio 43215
Phone: (614) 728-7162

Fax: (866) 381-0114

E-mail:
KMSaionzkowski@auditor.state.oh.us

www.FraudOhio.com

Fraud Hotline: 1-866-FRAUD-OH
(614) 466-3786

) Ohio Auditor of State

| Dave Yost www.auditor.state.oh.us

Dave Yost
Auditor of State

88 East Broad Street
Columbus Ohio, 43215

Phone: (800) 282-0370 Fax: (614) 466-4490
E-mail: contactus@auditor.state.oh.us
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