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CriIT LUALLEN

AubiTor oF PuBLic AccouNTs

April 6, 2004

The Honorable Jerry Fritz, Mayor
City of Providence

201 East Main Street

P.O. Box 128

Providence, Kentucky 42450

RE: Special Examination of the City of Providence
Dear Mayor Fritz:

We have completed our examination of specific transactions and other financial related
activity of the City of Providence (City). This examination was initiated as a result of specific
information presented to our office by concerned citizens.

The scope of our examination focused on the following financia processes and
transactions:

e Utility billings, receipts, and deposits from January 1, 2003, through March
16, 2004;

* Questionable checks made payable to the City Clerk;

* Financing the purchase of a personal vehicle for a City employee;

* Reimbursement obligations due to the City from former City employees; and,

* Transfer of restricted funds.

The City’'s records document a discrepancy of $334,736 between payments credited to
customer accounts and the deposit of utility receipts. In addition, we identified four City checks
totaling $8,720.45 paid to the City Clerk that could not be supported as bona fide obligations of
the City. These two issues will be referred to the Attorney General’s Office for further
investigation.

The City is not enforcing reimbursement contracts with former employees. Contracts
signed with former City employees for the purchase of retirement and for training require each
former employee to reimburse the City. The total amount due to the City from these contractsis

$91,829.52.
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City funds were used to finance a vehicle purchased for the persona use of a City
employee. Furthermore, the City provides loans to its employees for purchasing items of a
personal nature.

The findings noted during the performance of our examination are presented and
explained in the attached detailed report. We wish to thank you and al City personnel for the
cooperation received during the course of our work.

Very truly yours,

/A

Crit Ludlen
Auditor of Public Accounts



Background

Findings and
Recommendations
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The City of Providence (City) is a fourth class city located in
Webster County. According to the City’s audited financial
statements, the City’s General Fund receipts for fiscal year
2003 totaled $1,018,500. By contrast, utility fund receipts for
the same period were approximately $3.4 million. The City, in
agreement with Kentucky Utilities (KU), maintains the utility
infrastructure within the City and purchases its el ectricity from
KU.

The City employs four individuals who are responsible for all
utility billing, receipting, depositing, and accounting duties.
Due to the magnitude of the City’s utility receipts, coupled
with existing concerns regarding the City’ s financial condition,
we developed test procedures to determine whether utility
receipts were properly processed and deposited.

$334,736 of recorded

utility payments could
not be traced to bank
deposits.

We obtained an
understanding of the
billing, receipting, and
accounting processes of
the City’s utility
operations.

The City’s records document a discrepancy of $334,736
between payments credited to customer accounts and the
deposit of utility receipts. An examination of customer
payment records from January 2003 through March 16, 2004,
revealed 1,818 instances of utility accounts credited as paid
that could not be traced to corresponding bank deposits
(Exhibit A).

We obtained an understanding of the city utility billing and
control processes to determine how utility accounts could be
posted as paid though there are no city records documenting
that payments for these accounts were deposited.

City utility bills are mailed to customers at the beginning of
each month. These bills are payable on the 15" of each month,
with late fees assessed if the city does not receive payment by
the 20" of the month. After the 25", a cut-off report is
generated identifying all unpaid accounts that are subject to
having service turned off.



Utility billing stubs are
reconciled to the daily
posting reports.
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The City receives utility bill payments via mail, through a
night deposit box, and over the counter. One utility employee
is responsible for collecting and posting payments received
through the mail and the night deposit box. Two employees
have access to the night deposit box. The City received
payments by cash, check, or money order.

When a city employee receives a utility payment, the
employee will stamp the back of the customer billing stub with
the date the payment was received. The payment, along with
the customer-billing stub, is placed in the employee' s assigned
cash drawer. Each utility employee, other than the City Clerk,
is assigned to a cash drawer. Utility employees stated that the
City Clerk often received utility bill payments using other
utility employees' cash drawers.

At the end of a working day, each utility employee counts the
money in her assigned cash drawer. These employees also
sum the amounts on billing stubs in their cash drawers.
According to utility employees, it is not unusual for the City
Clerk to perform these closing procedures for other employees.
The City Clerk stated she assisted other utility employees to
expedite the closing process. Using the billing stubs, the
utility employees then post payments from their cash drawers
to the City’s automated utility database. User ID’s and
passwords are not required to access the utility database. From
this database each employee generates a daily posting report
detailing payments posted for the day. The total amount from
the daily posting report is reconciled to the total billing stubs
to ensure postings are accurate and complete.  Proper
segregation of duties is not achieved by allowing a single
employee to both receive and post utility transactions.

City employees using a calculator, total the billing stubs in
each cash drawer, sign the calculator tape, and place on the
tape the date the stubs posted to the utility database. The
documents are then filed by month.



Deposit amounts on the
daily cash sheets matched
deposited amounts on
deposit tickets and bank
statements.

We requested a composite
daily posting report to
compare to previous daily
posting reports.

Billing stubs could not be
located for accounts
comprising the
discrepancy amount.
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Each City utility employee, other than the City Clerk,
maintains a daily cash sheet. This sheet is manualy prepared
and summarizes daily receipting activity from the employee’s
assigned cash drawer. However, the City Clerk may complete
this process for a utility employee. The amounts from each
employee's dailly cash sheet are totaled and entered on a
master daily cash sheet. The master daily cash sheet
summarizes the total utility payments received by the City for
each day.

The City maintained three bank accounts for utility fund
activity during our examination period. We compared the
master daily cash sheet deposit totals to bank account
statements and deposit tickets. The deposit amount on the
master daily cash sheets agreed to the bank’s deposit
documentation.

We asked the City to generate a composite report from its
utility database for the period January 1, 2003 through March
16, 2004. This report identifies al customer utility bill
payments credited to an account each day. The daily total
amounts from the composite report were compared to the total
amounts on the daily posting reports for each cash drawer,
which are printed from the utility database at the close of each
business day.

This comparison revealed a substantial discrepancy between
the composite report and the individual daily posting reports.
As shown in Exhibit A, customer billings totaling $334,736
appeared as paid on the composite report that were not
included on the daily posting report totals. This tota is
comprised of 1,818 individual customer billings that were
credited as payments to customer accounts, but that were not
deposited into the City’ s bank accounts.

Customer billing stubs were maintained for al accounts
reported on the daily posting reports. However, the additional
accounts posted as paid on the composite report had no
corresponding billing stubs on file.



Accounts were posted as
paid with dates other
than the actual date of
entry.

We are referring the
$334,736 discrepancy to
the Attorney General’s
Office for further
investigation.

Recommendation
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Customer accounts appearing on the composite report but not
on the daily posting reports were traced to the monthly
transaction listing. This listing records al account activity for
a particular month. This procedure confirmed that the billing
amounts were from current bills and were credited as
payments in the system.

The computer system allowed for transactions to reflect a
posting date different from the date the transactions were
actually entered into the system. Our analysis of the monthly
transaction listings revealed evidence that many transactions
were dated earlier than the actual date of the posting.

In addition to posting the current day’s utility bill payments, it
appears that utility bill payments were frequently posted in the
utility database with a date prior to the current day’s activity.
This allowed a utility account not to be reported as delinquent
on the past due list generated at the end of the month and also
not to appear on the daily cash sheet that we compared to the
bank’s deposit documentation. Because the utility database
will accept a posting date prior to the actual date of entry, it is
possible to circumvent the controls in place to ensure all utility
bill payments made are properly accounted for and deposited
into the City’ s bank accounts.

According to City utility employees, utility receipts are
deposited exclusively into utility accounts of the City and are
not deposited directly into any of the other accounts of the
City. Because we cannot account for $334,736 of receipts
from utility bills credited as paid, we will refer this matter to
the Attorney General’s Office for further investigation.

We recommend the City implement the following controls to
strengthen its receipting process:

* The automated utility database should require a User ID
to access the utility database.

* The receipt of utility payments and access to cash
drawers should be segregated from the posting function.



The City Clerk initiated
checks made payable to
herself that could not be
supported as bona fide
obligations of the City.

Four City checks paid to
the City Clerk were
guestioned.

The City Auditor
performed initial audit
procedures for the
guestioned checks.
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* Limit employee access to the night deposit box.
Employees with posting duties should not have access to
the night deposit box.

* The City should consider employing a dual sequentially
numbered receipt process for utility receipt payments.

* The utility database should be modified to require utility
transactions to reflect the actual date of posting.

* The City should study the feasibility of acquiring an
integrated cash receipts system that automatically posts
atransaction upon entry into a cash register.

e The City should ensure employees are assigned a
specific cash drawer that cannot be accessed by other
employees.

* Each employee should close the cash drawer assigned to
them each day.

* The composite report should be reconciled monthly to
the daily posting report and to the utility bank deposits.

In addition to the Mayor, the City Clerk has signature authority
for all accounts and the Assistant Clerk has this authority for
certain accounts only. A stamp of the Mayor’s signature is
maintained for endorsing City checks in his absence. The City
Clerk had access to this stamp through December 2003.

We identified four City checks payable to the City Clerk that
appear to be personal in nature and not bona fide obligations of
the City. The checks were made in the amounts of $3,000;
$2,700; $2,500; and $520.45 totaling $8,720.45 (Exhibit B).

During the initia phase of our examination, we gathered
information from various sources regarding the checks in
guestion. One of these sources was the City’s external auditor
(City Auditor). The City Auditor performed the initia
inquiries into the questioned checks identified to our office.



The City Clerk told the
City Auditor that she
purchased a computer for
the City police
department with her own
funds.

Neither the former nor
current police chief
remember a computer
being purchased for the
police department.

The City Clerk stated to
the City Auditor that the
four questioned checks
were reimbursements for
items she purchased for
the City with her personal
funds.

The City Clerk offered a
different explanation of
the four questioned checks
during our initial
interview.
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According to the City Auditor, the City Clerk informed him
that the $3,000 check was to reimburse her for a computer she
purchased for the City police department with her persona
funds. The City Clerk further stated to the City Auditor that
the former City police chief had the original documentation for
the purchase of the computer.

We asked the former police chief whether he had
documentation for the purchase of this computer or knew of a
computer purchased for the office. He stated that he had no
documentation for the purchase of a $3,000 computer for the
police department. He stated the only computer he remembers
that was purchased for the police department during his tenure
was for approximately $600. This computer was purchased
several months prior to the date of the $3,000 check.

We also questioned the current police chief to determine
whether he had knowledge of computers purchased for the
police department. He was not aware of any computers
purchased for the police department.

The City Auditor also asked the City Clerk for information
regarding the other three checks made payable to her.
According to the City Auditor, the City Clerk stated the other
three checks made payable to her were to reimburse her for
items she had purchased for the City with her personal funds.
Specifically, she stated that the $2,700 check was to reimburse
her for the purchase of a desk, the $2,500 check was to
reimburse her for the purchase of a safe, and the $520.45
check was a reimbursement for cleaning services at the City’s
community center.

During our initial interview of the City Clerk, we requested
she provide documents for the four items she informed the
City Auditor were purchased with her personal funds. Upon
this request the City Clerk stated that she had not purchased
any items for the City but had deposited her personal funds
directly into the City’s accounts because of the City's dire
financia position. The City Clerk further said she deposited
$9,000 of her personal funds into the City’s accounts but was
only reimbursed $8,200. However, while three of the
questioned reimbursement checks total $8,200, the fourth
check increases the total to $8,720.



The City Clerk provided a
copy of an $8,000 City
deposit ticket as proof of
her personal payments to
the City.

Bank statements of the
City account document no
deposits during the
month identified on the
deposit ticket.
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We requested the City Clerk provide us with documentation of
the personal funds she deposited into the City’s accounts, as
well as the City’s corresponding deposit tickets. The City
Clerk provided us with a copy of an $8,000 deposit ticket from
the City’s Federal Emergency Management Agency (FEMA)
account (Exhibit C). The deposit ticket was dated September
12, 2003. The deposit ticket provided did not match the City
Clerk’s previous statement that $9,000 in personal funds was
deposited into City accounts.

In our second interview of the City Clerk, we asked if the
$8,000 FEMA deposit ticket represented the persona funds
she deposited into the City’s accounts. The clerk
acknowledged it was the ticket for the deposit she made with
her personal funds.

We examined the FEMA bank statement from September 2003
to verify the City Clerk’s claim of an $8,000 deposit into the
City’s FEMA account. According to the FEMA bank
statement from September 2003, no deposits were made into
the account during the entire month (Exhibit D). Due to the
discrepancy between the deposit ticket and the FEMA bank
statement, we contacted Integra Bank who confirmed no bank
deposit was made during September 2003.

While examining the September 2003 FEMA bank statement,
we noted that an $8,000 transfer was made from the FEMA
account to one of the City’s utility accounts. The City’s cash
receipts log documents the transfer of $8,000 from the FEMA
account to one of the City’s utility accounts. We also obtained
written documentation from Independence Bank verifying this
transfer (Exhibit E). However, the City's Municipa Utilities
General Ledger (Genera Ledger) documents the $8,000
FEMA transfer was voided and replaced with another deposit
of $8,000 described as a “Misc. Income” that posted on
September 12, 2003 (Exhibit F).

We asked the Assistant City Clerk how voided entries are
made in the General Ledger. According to the Assistant City
Clerk, the accounting software used by the City prompts the
user to approve each deposit entered into the system before the
deposit is posted to the Genera Ledger. Any deposits
previously approved and posted that need to be changed at a
later date must first be voided in the system by the user, and
then the new data may be entered. A record of the new data,



Reimbursement checks

received by the City Clerk

were dated weeks before
the deposit ticket.

We will refer this matter
to the Attorney General’s
Office for further
investigation.

Recommendation

City funds were
improperly used to
finance the purchase of
a personal vehicle for a
City police officer.
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as well as the voided data, is captured by the system. While
the system allows postings to be made to the General Ledger
with a date other than the actual date of entry, the actual date
of entry is captured by the system and indicated on the Bank
Deposit Worksheet printed from the General Ledger.

According to the Bank Deposit Worksheet, the FEMA transfer
was voided and the “Misc. Income” deposit was approved and
posted to the General Ledger on December 19, 2003 (Exhibit
G). However, we could not trace the $8,000 “Misc. Income”
deposit ticket to bank deposit documentation nor to the cash
receipts log.

The City Clerk provided our office copies of her personal
checks as proof that her personal funds were deposited into the
City’s accounts. We received copies of four checks totaling
$3,800. All four checks were made payable to “Cash.” The
remaining amount deposited into the City by the City Clerk
was allegedly made with cash.

The four checks written to the clerk were dated weeks before
the $8,000 FEMA deposit ticket dated September 12, 2003.
Furthermore, two of the four personal checks the City Clerk
clams to have deposited into the City's accounts were dated
October 10, 2003, and October 15, 2003, which is after the
FEMA deposit ticket date. These inconsistencies refute the
City Clerk’s assertions that the four checks written to the City
Clerk were reimbursements. These issues will be referred to
the Attorney General’ s Office for further investigation.

We recommend that the City seek reimbursement from the
City Clerk for the four checks she received totaling $8,720.45.
We further recommend that the Mayor’s signature stamp be
secured and used solely by the Mayor.

City policy allows employees who are issued a City vehicle to
drive the vehicle home if the employee lives within the City
limits. One City police officer (Officer) relocated outside the
City limits and had no other transportation than the City
vehicle assigned to him. Since the vehicle assigned to the
Officer could not by policy be used to commute outside the
City limits, the Officer needed to purchase a vehicle to drive to
and from work.



The City purchased a
vehicle for an employee
several years ago.

The City Clerk received a
$10,000 check from the
City.

Conflicting statements
were taken from the City
Clerk and Mayor.
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According to the City Clerk, the Officer approached the Mayor
to inquire about the possibility of the City providing funds
necessary for him to purchase a personal vehicle. The Officer
would then reimburse the City when he was financially able.
The Officer was aware that the City had purchased a vehicle a
few years earlier for another City police officer and allowed
the officer to reimburse the City. The Mayor confirmed that
he informed the Officer “that something could be worked out.”

The Officer negotiated with alocal auto dealership to purchase
avehicle. However, the dealer refused to accept a check from
the City because a recent City check received at his other
business bounced due to insufficient funds when he presented
it to the bank for payment. Thus, in lieu of the City directly
purchasing a vehicle for the Officer, the City Clerk decided to
purchase the vehicle for the Officer and to reimburse herself
with City funds.

The City Clerk paid the dealership $11,000 from her personal
funds to purchase the vehicle. The City Clerk then reimbursed
herself by writing a $10,000 check made payable to cash from
one of the City’s Genera Fund accounts. The Officer
reportedly reimbursed the remaining $1,000 to the City Clerk.
The Mayor stated that he was not aware of the vehicle
purchase and subsequent reimbursement check to the City
Clerk because he was out of town during thistime.

The City Clerk attempted to obtain the Assistant City Clerk’s
signature on the $10,000 reimbursement check but the
Assistant City Clerk refused to sign the check. The City Clerk
stated that the Mayor personaly endorsed the reimbursement
check. However, the Mayor stated that he did not endorse the
check.

According to the Application for Kentucky Certificate of
Title/Registration for the vehicle purchased for the Officer, the
date of sale of the vehicle was October 29, 2003. The City
check written to reimburse the City Clerk was dated October 9,
2003. The City was not reimbursed for the $10,000 vehicle
purchase until January 20, 2004.



The City provides loans to
its police officers to
purchase firearms for
personal use.

Recommendation

The City failed to enforce
reimbursement
contracts with former
City employees.
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According to Funk v. Milliken, Ky., 317 SW.2d 499 (1958), a
decision of Kentucky’'s highest court, expenditures of public
funds should be necessary, reasonable in amount, beneficia to
the public, not predominantly personal in nature, and
supported by adequate documentation. [Emphasis added] The
use of City funds to reimburse the City Clerk for the purchase
of a persona vehicle for the Officer did not adhere to the
criteria of this decision.

In addition to the City providing financing for the purchase of
a persona vehicle, the Mayor and City Clerk stated that the
City provides loans to its police officers to purchase firearms
for persona use. In the past, the City required its police
officers to furnish their own service revolvers. The City would
loan money to its officers to purchase these service revolvers.
However, they did not enter into written agreements with the
officers to ensure reimbursement.

The Mayor stated that the City now provides its officers with
service revolvers. Even though the City now provides its
officers with service revolvers, the City continues to loan
money to its officers to purchase firearms for their personal
use. City funds loaned to its police officers for purchasing
firearms to be used for personal use does not comport with the
holding of Funk v. Milliken.

We recommend that the City cease loaning public funds to its
employees for personal use. Public funds should be expended
only for expenditures that are necessary, reasonable in amount,
beneficial to the public, not predominantly personal in nature,
and supported by adequate documentation.

The City offers to pay its police officer trainees the costs
associated with training to become commissioned police
officers. Because the City incurs substantial expenses in the
process of hiring and training its police officer trainees, the
City enters into written contracts with police officer trainees
that receive training assistance from the City. These contracts
require the police officer trainees to serve at least two years
with the City police department. In the event the trainee fails
to complete the required two years of service, the contract
requires the trainee to reimburse the City a prorated amount
identified in the contractual agreement.



The City is owed over
$9,100 by former police
officers.

The City provided
financial assistance for
employees to purchase

retirement service credit.

The City is owed
$82,728.30 by former
employees for retirement
service credit purchased
by the City.

Recommendation

Restricted funds were
used for the City’s
general operating
expenses.
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According to information received from the City Clerk, four
police officers left the City’s employment since 1999 without
fulfilling the required two years of service with the City police
department. The total amount due to the City from these
police officersis over $9,100.

The City Attorney stated that he was only aware of two former
officers that failed to honor their reimbursement contracts with
the City. According to the City Attorney, the City has filed
lawsuits against these two former officers and that the courts
have filed a judgment favoring the City with one of the
lawsuits. The other lawsuit is currently pending.

In March 1993, the City began participating in the County
Employees Retirement System administered by the state. At
that time, the City offered its employees with prior service to
the City an opportunity for the City to purchase retirement
service credit. Each participating employee who received
financial assistance from the City to purchase prior service
time entered into a contract with the City to reimburse the cost
of the service time purchased.

According to documentation obtained from the City Clerk, 17
employees left City employment before fulfilling their
obligations to repay the City for service credit purchased. The
total amount owed the City by these former employees is
$82,728.30. The Mayor stated that the City is actively
receiving reimbursement payments from all but one of these
previous City employees. We verified the Mayor’s statement
with the City Attorney.

We recommend the City continue its efforts to collect amounts
due from employees that received |oans from the City.

We examined activity related to a Certificate of Deposit (CD)
purchased by the City for $84,020.29. The funds used to
purchase the CD were bequeathed to the City for the purpose
of maintaining the Lakeview Cemetery located in the City.



The City sought advice
from the Department for
Local Government.

The restricted funds must
be returned by the end of
the fiscal year and any
lost interest must also be
paid.

Recommendation
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Due to City cash flow problems, the City redeemed the CD in
September 2003 for principal and interest totaling $87,811.05.
The City deposited $30,000 into one of its General Fund
accounts and $57,811.05 into one of its utility accounts. We
received a concern that using the funds for any other purpose
than designated in the Last Will and Testament of the donor
was not allowable.

In a letter dated January 14, 2004, the Department for Local
Government (DLG) advised the City that no statutory
restrictions prevent restricted funds to be transferred from state
Municipal Road Aid Funds or Local Government Economic
Assistance Funds to other funds for general operations
expenditures as long as the money is transferred back to the
restricted fund prior to the close of the fiscal year. DLG states
that the same principa would apply to endowed funds, absent
any restrictionsin the grant of endowment (Exhibit H).

We spoke with DLG about the transfer and use of the CD
proceeds by the City. DLG said that it reviews provisions of
endowments in order to evaluate any restrictions on the
principal and interest. Usually, funds provided for operation
and maintenance expenses are generated from interest
revenues of the principal amount. If the principal is explicitly
restricted in an endowment, DLG would not alow the
principal amount to be used for any other purpose than what is
designated in the endowment. In the City’s situation, DLG
believes that the interest and principal is combined and no such
restriction of principal is evident. DLG stated that the funds
should be transferred back prior to the end of the fiscal year
and any lost interest on the redeemed CD should be repaid.

We recommend that the City follow the advice of DLG and
transfer the funds received from the redemption of the CD
back into the origina account prior to the end of the 2004
fiscal year. Additionally, we recommend the City pay any lost
interest on the redemption of the CD into the account.
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Exhibit A Discrepancies Between Posted Collections and Bank Deposits
January 1, 2003 through March 16, 2004

Total Billings Total Collections Number of

Posting Collected per Deposited per Individual

Date Composite Report Daily Posting Reports Difference Accounts
1/3/2003 $31,970.75 $23,606.71 $(8,364.04) 40
1/10/2003 42,351.21 34,432.20 (7,919.01) 44
1/23/2003 23,927.52 19,166.74 (4,760.78) 22
2/4/2003 20,647.58 20,499.43 (148.15) 1
2/10/2003 55,304.99 41,012.40 (14,292.59) 63
2/12/2003 25,140.06 24,995.76 (144.30) 1
2/14/2003 33,656.70 33,393.59 (263.11) 1
2/19/2003 100,949.83 76,884.64 (24,065.19) 100
2/24/2003 58,099.20 55,204.19 (2,895.01) 13
3/4/2003 26,870.89 26,666.90 (203.99) 1
3/17/2003 47,017.14 46,823.93 (193.21) 1
3/19/2003 30,956.57 0.00 (30,956.57) 117
3/21/2003 32,028.39 31,782.77 (245.62) 1
3/24/2003 6,838.20 5,960.89 (877.31) 4
4/3/2003 43,367.01 43,101.40 (265.61) 1
4/16/2003 41,508.92 24,542.78 (16,966.14) 89
4/24/2003 15,622.77 6,697.69 (8,925.08) 40
4/25/2003 13,552.52 10,472.40 (3,080.12) 11
5/9/2003 28,459.04 28,358.29 (100.75) 1
5/23/2003 44,806.64 17,049.80 (27,756.84) 173
5/27/2003 11,407.65 9,650.64 (1,757.01) 10
6/3/2003 17,936.98 17,781.06 (155.92) 1
6/5/2003 31,886.48 19,254.13 (12,632.35) 103
6/19/2003 6,164.02 5,986.00 (178.02) 1
6/24/2003 23,406.62 9,748.83 (13,657.79) 92
6/26/2003 551.25 0.00 (551.25) 5
7/11/2003 39,949.05 39,766.82 (182.23) 1
7/16/2003 47,212.29 32,814.29 (14,398.00) 106
7/25/2003 17,819.13 13,128.41 (4,690.72) 29
7/30/2003 2,872.26 0.00 (2,872.26) 19
8/1/2003 10,538.12 12,375.90 1,837.78 0
8/25/2003 38,477.64 13,085.79 (25,391.85) 143
8/26/2003 194.74 0.00 (194.74) 1
9/10/2003 37,556.88 37,451.63 (105.25) 1
9/24/2003 25,245.12 15,827.28 (9,417.84) 68
10/24/2003 22,459.51 12,587.55 (9,871.96) 58
11/18/2003 20,776.63 7,441.64 (13,334.99) 96
12/19/2003 32,343.80 19,589.41 (12,754.39) 84
1/9/2004 32,483.53 10,980.73 (21,502.80) 100
1/23/2004 16,769.49 10,960.30 (5,809.19) 31
2/20/2004 60,292.12 41,644.43 (18,647.69) 73
2/23/2004 24,056.93 20,324.54 (3,732.39) 19
2/26/2004 4,941.53 3,759.67 (1,181.86) 5
3/4/2004 27,788.24 24,637.54 (3,150.70) 14
3/5/2004 27,689.45 19,709.49 (7,979.96) 34

Cash shortage- Posted collections versus bank deposits $ (334,736.80)

Total number of individual billings posted but not deposited 1,818
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Statement

Custesmes Sardioe 1-200-487- 1928
Pags 1
integrabanicoom §oa0-0%
Rooount $
EMCL CH
ENCL OR 2

GET A GIFT CARD WORTH UP TO §30 WHEN ¥YOU OFEN A NEM

CHECEING ACCOUNT WITH DIRECT DEPDEIT AND CNLINE BILL

BAYING, USE YOUER GIFT CRRD AT HEARLY 70 HAJOR
RETAILERS., SEE INEEAT IN YOUR FTATEMENT FUOR DETAILS.

CITY OF PROVIDENCE FEDERAL EMERGEHCY
MANAQEMENT ACCOUNT

WILL CALL PROVIDENCE 22285

PO BOXM 128

FROVIDENCE EY 42450

ETATE E MUNLICIPAL INT

Brevious Balance 8-31-03 i5,038.50
+Dpposice/Credics .ag
sthecka/Dabite | 16,000.00
-Bmrvice Charge T.50
+Interest Pald 1.48
Currant Balance 33.48

ODays in Statement Period 30
- - + = = ~INTEREST BUMMARY: = = = = = = = -~

£1.L4

- - - -

Interest Paid this Year
Avarage Daily Balange -CUST COLLECTER- B,03%.54
F = == —kca s oa ow oa owos = OETLY BATLAKOR EIMMARY - -~ - ~ = = = = = = =, = =®
Dats Balance Date Balanca Date Balanos
B-31 16039.50 §5-15 39.30 9-20 33 .48
# - = = & = 2 & = » = = - -DEECRIPTIVE TRAMEARCTIONE- - - - - = = = = = - - ®
Date Tracer Descripbion Amount
5-30 599 SERVICE CEHARGE 7.80-
5-30 k] INTEREST PAYMENT 1.48
LI = = = - = ~CHELEHR BETH- = = = = = = = = = = = = = =-®
Ko, Date Amount Mo, Date Amcunkt
1096 B8-=15% aood . oo 1087 3-15 HDQ0. 00
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211 LS Hwy £1-A South
Providenca, K.Y #1430

Phane: {TT0)-667-1065
Emx: {70)-667-2067

This is to wemnfy that the attached check # 1096 drawn on account # af the Ciy of
Providence Federal Emergency Management Account was deposited mnto the City of Providence
Muricipal Utifities Fund account £ at Independence Bank on 09¢12/03

;Q,.z.; £ 5&4’%
Dooe E. MeWarthy
Aszistam Viee President
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Independence Bank

Providence

Station 02 Teller 0022 Seqh 0139
nzr12/03 12:40:06 PN
Checking Beposit

Account H:

Apounts kKeceived:
Checks In: 8,000.00

Grand Tokal: 8,000.00

k1l iteps credited subject o payment.

thank you for banking =t
Independence Eank.,
Hzve = grest day!
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1271972003 MUNICIPAL UTILITIES 02:56:01 PM
BANK DEPOSIT WORKSHFET

For Bank Account: TNDEPENDENCE BANE
Depesit Date: 9/12/2003

DATE  TT REFNO  RECEIVED FROM: AMOUNT DEPOSIT
091203  CS MISC INCOME 800000 X
1211903 €S UTILITY FUND I 30,00000
Total Checks/Cash §,0:00.00
minues Cash Back 0.00

Equals Total Deposit B, 000,00
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L OFITHSW CAIT GF BEnscky
Ernbe Fledcher Office of the Governor Darrell D. Brock, Jr.
e DEPARTMENT FOR LOCAL GOVERNMENT P iatier
1024 Capitnl Center Dinive, Suite 340
Frankfort, Kenfucky 40601
(502) 573-2382

January 14, 2004

Honorable Jerry Fritz, Mayor
City of Providence

P. 0. Box 123

East Willow Street
Providence, Ky. 42450

Dear Mayor Fritz:

Mike Overby requested a response from this office relating to the temporary transfer of money
from restricted use and/or endowed funds to general operating funds to solve cash flow
problems. There are no statutory restrictions on this practice from state Municipal Road Aid
Funds or Local Government Economic Assistance Funds provided the funds. are retumed to these
funds prior to the close of the fiscal year. Regarding endowed funds the same would apply
absent any restrictions in the grant of endowment.

I trust this answers your questions. 1f not, please feel free o contact me.
sincerely,

G o

Dan Yeast, manager
Cities and Special Districts Branch

Arn Crmanl Mimmmrbinibs Eesmimonse BECH






CITY OF PROVIDENCE RESPONSE







Page 26

Gty of Vyovidence

£

Jemy AL Frilz, Mayor 201 E. Main
Providanca, KY 42450

{270) 867-5463 (270} B&T-2170
(270 6a7-5125

April 5, 2004

Hom, €rit luwallem, Auditor of Public Accounts
Commonwsalth of Kentuclky

105 Sea Hero Road, Suite 2

Frankfort, KY 40601-5404

Via Faxi 502-573-0067 and Cvernight Delivery

Re; EXAMINATICN OF SPECIFIC FIMAWCIAL ACTIVITY
OF THE CITY OF PROVIDENCE

Dear Me. Luallen:

We have reviewed the examinmation of specific Efinancial
activity of the City of Providence. We appreciate the hard work
performed by your staff and the recommendaticns made to the City,
to atrengthen its accounting procespas.

1. A number of the recomrendacions were communicated to us
during the Examination and have been implemented by the City as
Eollows:

A. A dual, eeguentially numbered receipt process for utility
paymencs was implomented April 1, 2004.

B. Employess were asalgned a specific cash drawer that cam
not be accegsed by other employees effective March 22, 2004.

C. EBach employes closes and balances the cash drawer asaigned
to that employes each day, effeective March 22, 2004.

0O, ©Cicy Clerk Sara Stevens will be given the opportuniby to
regpond to the recommendation that she reimburse the City ln the
amount of 458,730.45. The City will puraue collection of any amount
it concludes ia due and owing.

E. The City no longer loans public funds to employees for
personal use. The City ia aware of pnly one previocus loan of thia
nature that has not besn pollected in full.
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F. The City 18 continuing its efforte to collect amounts dus
from employees resulting from contractual loans by the City, for

City purposes.

G. The City will follow the advice of the Department for
Local Government and transfer funds received from redemption of the
584 ,020,29 Certificate of Deposit plus any lost intereat, to a new
Certificate of Deposit, prior to the end of the 2004 Fiscal Year.
We should subtract any maintenance expenses for Lakeview Cemetery
during the Fiscal year.

I1. With respect to the additional recommendations to
atrengthen the Cicy's utility recelpt procesa, thers are some
limitations because of the small size of our finance office staff
compared to the quantity of business conducted, and because of
budgetary constraints:

A. We believe we will be able to reguire a user 1D to accesa
the utility data base in the near [uture.

B. We will segregate receipt of utility payments and accese to
cagh drawer function from the posting function, to the maximum
extent practicable. Employees with posting duties shall not have
access to the night depeosit box, to the extent practicable.

C. We have been advised by our utility data base vendor that
it will be wvery difficult to permanently fix the actual date of
posting utility transactions. We will endeavor to satisfy this
requirement however,

L. The City will study the feasibility of acguiring an
integrated cash receipt system to automatically post transactiona
upocn entry into a cash register. As you know, our funda are
limited and we believe this to be an expensive project.

E. We believe that a composite report can be generated and
reconciled monthly to the daily posting report and utility bank
depogits, with our existing computer installaticn.

Again, thank you for aesiating wus with this apecial
examinatlon.

Yours very truly,

PN i

Je jaﬂtz, Ma






