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1.1 GISLATIVE AUDITOI( 

OFFICE OF 

LEG ISLA TIV E A U D ITO R 
STATE OF LOUISIANA 

BATON ROUGE, LOUISIANA 70804-9397 

June 14,2000 

TIlE HONORABLE QUENTON CAUSEY, M AYOR, 
AND M EM BERS O F TH E BO ARD O F ALDERM EN 
t lodge, Louisiana 

1600 NORTII TIIIRI) STREH  
POST OFFICE BOX 94397 

TEI.EPtlONE: (225)339-3800 
FACSIMII.E: (225) 339-3870 

Transm itted herew ith is our investigative report on the Village of Hodge. Our exam ination was 
conducted in accordance with Title 24 of the Louisiana Revised Statutes and w as perform ed to 
determ ine the propriety of certain allegations received by this office. 

This report presenls our finding and recom m endation, as w ell as your response. Copies of this 
report have been delivered to the Honorable W alter E. M ay, Jr., District Atlom ey for the Second 
Judicial District of Louisiana; the United States Attorney for the W estern D istrict of Louisiana; 
and others as required by state law . 

GFC:D GP:AH kd 

Legislative Auditor 



E xecutive Sum m ary 

Investigative A udit R eport 
V illage of H odge 

The follow ing sum m arizes the finding and recom m endation as w ell as m anagem ent's response 
that resulted from this investigation. Detailed inform ation relating to the finding and 
recom m endation m ay be found at the page num ber indicated. M anagem ent's response m ay be 
found at Attachm ent I. 

Form er V illage C lerk Took Public Funds 
for H er Personal U se 

Finding 

R ecom m endation 

(Page 5) 

M s. Theresa M cM illan, form er Clerk for the Village of Itodgc, 
adm itted that she took cash from V illage collections for her 
personal use an d then used subsequent collections and falsified 
accounting records to conceal her actions. V illage records for 
the period July 1997 through January 2000, indicate that 
$156,716 was collected but not deposited. 

The lack of separation of accounting functions mad adequate 
accounting controls allowed M s. M cM illan to take cash from 
the Village's collections without detection. W e recom mend that 
the Village review its accounting procedures and internal 
controls and establish and im plem ent such controls that will 
reduce the likelihood of irregularities occurring in the future 
without tim ely detection. These policies and procedures should, 
at a minimum, ensure that (1) amounts billed are collected; 
(2) collections are deposited intact and in a timely manner; 
(3) revenues are properly recorded; (4) deposits are reconciled 
to collections; and (5) bank statements are reconciled and 
reviewed periodically by an appropriate supervisor. 

In addition, w e recom m end that the D istrict Attorney for the 
Second Judicial District of Louisiana and tbe United States 
Attorney for the W estern District of Louisiana review this 
inform ation and take appropriate action, to include seeking 
restitution. 



Village of ~ tod~e 

M anagem ent's R esponse: W e agree with the finding and understand that allow ing our 
receipts an d disbursem ents to be handled by one individual did 
not provide for an adequate internal control system . W e have 
established an additional office position to aid in our internal 
control structure. W e have also im plem ented new procedures 
requiring receipts to be recorded on an in-house com puter and 
deposited daily. The Village has also selected a com puterized 
software package for our utility billing process. This package 
should ensure that am ounts billed are both collected and 
deposited intact within a tim ely basis. In addition, the m ayor 
has started to supervise the day to day operations of the Village 
m ore closely. Finally, we have discussed w ith our auditors the 
possibility of having surprise cash counts perfoIm ed during our 
fiscal year. 



B ackground and M ethodology 

The V illage of ttodge is located in Jackson Parish and was incorporated under the provisions of 
the Lawrason Act. The V illage operates under the M ayor/Board of Alderm an form of 
govern m ent. The board is com prised of three m em bers. The Village of Hodge has a population 
of approxim ately 562 residents. 

The Legislative Auditor received inform ation from the V illage police departm ent stating that 
fonner town clerk, M s. Theresa M cM illan, admitted taking public funds for her personal use. 
This investigative audit was perform ed to determ ine the am ount of public funds m issing from the 
V illage. 

The procedures performed during this investigative audit consisted of (1) interviewing 
employees and officials of the Village; (2) interviewing other persons as appropriate; 
(3)examining selected documents and records of the Village; (4) making inquiries and 
performing tests to the extent we considered necessary to achieve our purpose; and (5) reviewing 
applicable state and federal law s. 

The result of our investigation is the finding and recom m endation herein 
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Finding and R ecom m endation 

FO RM ER VILI.A G E CLERK  TO O K PUB1JC 
FUNDS FO R 11ER PER SO NA L USE 

M s. Theresa M cM illan, form er Clerk for the Village of H odge, adm itted that she took cash 
from V illage collections for her personal use and then used subsequent collections and 
falsified accounting records to conceal her actions. V illage records for the period 
July 1997 through January 2000, indicate that $156,716 w as collected hut not deposited. 

The V illage collects revenues from various sources including utility services, taxes, fines, an d 
fees. Utility revenues are generated through village owned facilities that provide residents with 
water, sewerage, electric, and sanitation serv ices. These facilities are m anaged mad operated by 
the Hodge Utility Operating Company (ttUOC). in addition, the Village collects revenue for 
sales and property taxes, fines, licenses, and services perform ed for H UOC. Sales taxes, which 
are received from the Jackson Parish Collection A gency and revenues for services perform ed for 
HUOC, are always received by check. A ll other collections are received by both cash and check. 

Typically, in a govern m ent accounting environm ent, revenues collected are recorded into funds 
according to their function and/or source. For exam ple, utility revenues ar e recorded in a utility 
fund and property taxes are recorded in the general fund. The Village uses a sim ilar accounting 
system that includes a general fund, sales tax fund, w ater/sewerage fund, electricity fund, and 
othcr funds for various revenue generating activities. 

Until January 114, 2000, M s. M cM illan w as responsible for collecting, recording, and depositing 
village revenues. During January 2000, M s. M cM illan  admitted that, while serving as the village 
clerk, she collected cash revenues, kept a portion of the cash for herself, and substituted checks 
received by the Village in place of the cash. This w as done in an effort to conceal the m issing 
m onies. According to M r. Kenneth Folden, a certified public accountant contracted to perform 
the V illage's annual financial audit, M s. M cM illan inform ed him that she took approxim ately 
$130,000 from the village. 

Village records support that M s. M cM illan was substituting checks from one source for cash 
received from another source. In addition, Village records reveal that M s. M cM illan  did not 
properly record nor deposit all of the m oney collected. For exanaple, from July 1, 1997, through 
January 14, 2000, the Jackson Parish Collection Agency sent checks totaling $900,017 to the 
Village. 1 towever, M s. M cM illan recorded sales tax revenues of only $798,349--a difference of 
$101,668. Likewise, during this period, ttUOC sent checks totaling $93,298 to the Village and 
M s. M cM illan recorded only $37,466 of these revenues; $55,832 was not recorded. Though in 
both instances, all of the checks w ere actually deposited into V illage accounts, they w ere 
deposited into other funds to cover for cash that was not deposited. 



Village of l-lodge 

Exam ples of specific checks substituted for other collections that w ere not deposited are as 
follow s: 

On July 31, 1998, the parish collection agency issued check #1419 for $33,833 for the 
Village's portion of sales tax collections. This check should have been deposited and 
recorded into the Village sales tax fund. However, for deposit purposes, this check w as 
addcd to other ehecks and cash totaling $173 for a total deposit of $34,006. Instead of 
being deposited into the sales tax fund, $5,300 was deposited into the general fund and 
$28,706 was deposited into the electricity fund. 

On Septem ber 30, 1998, the parish collection agency issued check #1441 for $33,144. 
This clheek, along with other checks and cash totaling $1,489, was deposited on 
October 16, 1998, for a total deposit of $34,633. This deposit was split; $33,833 (amount 
of check #1419) was deposited to the sales tax account and $800 was deposited into the 
w ater/sewerage fund. 

A s can be seen in the above exam ples, M s. M cM illan substituted the July sales tax check to 
cover shortages in the general fund and electricity fund. She then substituted the Septem ber 
1998 sales tax check to cover the July sales tax check. As a result of this practice, at any specific 
point in tim e, total deposits w ould fall short of total collections. V illage records for the period 
.luly 1997 to January 14, 2000, indicate that $156,716 in revenues collected by the Village were 
not deposited as tollow s: 

Reveno3~ 

Taxes: 
Properly 

Franchise 
Sales 
l.icenses/pennits - occupational 
licenses 
lntergovem m ental: 
Fire insurance rebate 
Tobacco tax 
Police supplem ental pay 
Fees and charges - garbage 
Fines and forefeitures 
Service to HUOC 
Utilities: 
Eleclricily 
W ater sales 

Sewer sales 

Tatal 

Recorded/ Estimated 
Deposited Collections Variance 

$389,257 
3,662 

798,349 

$412,106 
3,300 

900.017 

($22,85O) 
362 

(101,668) 

22,056 7,375 14,681 

8,278 
5,318 
35,634 
12,980 

16,742 
37.466 

993,677 
22,249 
10.667 

8,278 
4,700 
35,634 
11,625 
15,000 
93,298 

989,167 
23,250 
9,300 

4,510 

(1,ooi) 
1,367 

$2,356,335 $2,513,050 ($156,716) 

(Note: "]?his schedule is based on available Village records. Because the actual amounts collected 
for certain revenues are not known, this schedule is not intended to include all Village 
revenues for the period shown.) 



Findings and Recomm endations 

M s. M cM illan inform ed us that she took cash from  V illage collections for her personal use. In 
addilion, she ~greed w ith the m ethodology by which we arrived at the am ount m issing from 

Village deposits ($156,716). However, though she did not know the exact amount, she believed 
she took less cash than our calculations indicaled. M s. M cM illan stated that, occasionally, she 
posted a resident's account as paid when in fact, the resident had not paid the am ount due to the 
Village. M s. M cM illan offered that this practice m ight account for the difference in the am ount 
m issing per ou~ calculations and the am ount that she actually took for personal purposes. 

By diverling cash collections for her personal use, substituting checks for cash taken, falsifying 
accounting records, and recording residents' accounts as paid when no paym ent was received, 
M s. M cM illan m ay have violated one or m ore of the following state and federal laws: 

R.S. 14:67, "Theft" 

R.S. 14:134, "M alfeasance in Office" 

18 U.S.C ~ 1341, "M ail Fraud" 

The lack of accounting controls, separation of accounting functions, and inadequate bookkeeping 
practices allowed M s. M cM illan to take cash from the Village's collections w ithout detection in 
the norm al course of business. W e recom m end that the Village review its accounting procedures 
and internal controls and establish and im plem ent such controls that w ill reduce the likelihood of 
irregularities occurring in the future w ithout tim ely detection. These policies and procedures 

should, at a minimum, ensure that (1) amounts billed are collected; (2) collections are deposited 
intact and in a timely manner; (3) revenues are properly recorded; (4) deposits are reconciled to 
collections; and (5) ban k statements are reconciled an d reviewed periodically by an appropriate 
supervisor. 

In addition, w e recom m end that the D istricl Attorney for the Second Judicial District of 
Louisiana and the United States Attorney for the W estern  D istrict of l,ouisiana review this 
inform ation and take appropriate action, to include seeking restitution. 
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A ttachm ent I 

M anagem ent's R esponse 



 

T E L E P H D N E 

(3 1 B ) 2 5 g -4 "70 ,4 
June 5, 2000 

I)r. Daniel Kylc, 1.egislative Auditor 
P. O . Box 94397 
Baton Rouge, !,A 70804-9397 

V I~ LA ~ K D r 

~'HI:IDGV  

O0 J',::! -~.~) E~:~J, wER zso 
H rlD I3 E , L (3 U IS IA N A  '7 1 2 4 7 

W e are responding,, to the com m ent contained in your investigative audit report of the V illage of 
Hodge, as of June 30, 1999. W e agree w ith the finding and the following is our response 
concerning the action taken or planned to be taken to reduce the likelihood of irregularities 
occurring in the future. 

In the past, our receipts and disbursements were handled by only one individual. W e understand 
that this did not provide for an adequate internal control system . W e established an additional 
offi ce position to aid in our internal control structure; the additional offi ce personnel has already 
be en hired. 

During the audit period, our accounting system was not m aintained on a com puter system . 
Currently, w e are recording our daily receipts on an in-house com puter aJ~d we have started 
depositing daily. These new procedures should aid in ensuring thai revenues are properly 
recorded, depo,;its are reconciled to collections and bank statem ents. 

Regarding our utility billing process, we have selected a com puterize software package for 
utilities. W e are currently in the process of having a computer program m er custom ize the 
package to fit our needs. This paekage should ensure that am ounts billed arc both collected and 
collections are deposited intact within a tim ely basis. 

Subsequent to your audit, I have started supervising closer the day-to-day operations of our 
offi ce. This includes both the receipts and disbursem ents for the Village ofllodge. 

Additionally, we have discussed with our auditors, Kenneth D . Folden & Co., CPAs, the 
possibility of having surprise cash counts perform ed during our fiscal year. The auditors have 
agreed that this procedure could be  perform ed mid should help strengthen our accounting 
controls. 

Should you have any additional questions, please contact m e 

Sincerely, 

Qucnton Causey, M ayor 
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A ttachm ent II 

L egal Provisions 



L egal. Provisions 

The following legal citations are referred to in the Finding and Recom m endation section of this 
repoJl: 

R .S. 14:67 provides, in part, that theft is the m isappropriation or taking of anything of 
value which belongs to another, either without the consent of the other to the 
m isappropriation or taking, or by m eans of fraudulent conduct, practices, or 
representations. 

R.S. 14:134 provides, in part, that m alfeasance in offi ce is com m itted when any public 

officer or public employee shall (1) intentionally refuse or fail to perform any duty 
lawfully required of him, as such offi cer or employee; (2) intentionally perform any such 
duty in an unlawful manner; or (3) knowingly permit any other public officer or public 
em ployee, under his authority, to intentionally refuse or fail to perform  any duty lawfully 
required of him or to perform  any such duty in an unlaw ful m anner. 

18 U.S.C. ~1341, "M ail Fraud" provides, in part, that mail fraud is having devised or 
intended to devise any schem e to defraud, or for obtaining m oney or property by m eans 
of false or fraudulent pretenses, representations, or prom ises for the purpose of executing 
such sclhem e or attem pting so to do, places in any post office or authorized depository for 
m ail m atter, any m atter or thing whatever to be sent or delivered by the Postal Service, or 
takes or received therefrom , any such m atter or thing, or knowingly causes to be 
delivered by m ail according to the direction thereon. 
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