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Oklahoma State Auditor & Inspector

2300 N. Lincoln Blvd. e State Capitol, Room 100 « Oklahoma City, OK 73105 ¢ Phone: 405.521.3495 ¢ Fax: 405.521.3426

March 15, 2012

Brian J. Kuester, District Attorney
District #27

307 East Cherokee

Wagoner, OK 74467

Transmitted herewith is our Investigative Report of the Adair County Clerk’s Office.

Pursuant to your request and in accordance with the requirements of 74 O.S. 2001, § 212(H), we
performed an investigation with respect to the Adair County Clerk’s Office for the period December 1,
2010 through October 13, 2011.

The objectives of our investigation primarily included, but were not limited to, the areas noted in your
request. Our findings and recommendations related to those objectives are presented in the
accompanying report.

Because investigative procedures do not constitute an audit conducted in accordance with generally
accepted auditing standards, we do not express an opinion on the account balances or financial statements
of the Adair County Clerk’s Office or of Adair County for the period December 1, 2010 to October 13,
2011.

The goal of the State Auditor and Inspector is to promote accountability and fiscal integrity in state and
local government. Maintaining our independence as we provide this service to the taxpayers of
Oklahoma is of utmost importance.

We wish to take this opportunity to express our appreciation for the assistance and cooperation extended
to our office during the course of our investigation.

This report is addressed to and intended solely for the information and use of the District Attorney,
District #27, and should not be used for any other purpose. Consequently, this document is not a public
document, but is part of the investigation and/or litigation files of the District Attorney. Until its release
by the District Attorney’s office, it may be kept confidential pursuant to the Oklahoma Open Records
Act, in accordance with 51 O.S. 2011, § 24A.12.

Sincerely,

6\04-7 &%‘r\—*

GARY A. JONES, CPA, CFE
OKLAHOMA STATE AUDITOR & INSPECTOR
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EXECUTIVE SUMMARY

We performed a special audit/investigation, pursuant to the District Attorney’s request, and in
accordance with the requirements of 74 O.S. 2001, § 212(H). This report addresses issues
concerning a former employee of the Adair County Clerk for the period December 1, 2010
through October 13, 2011.

We found a scheme in which receipts for cash collections were voided to conceal cash that was
likely misappropriated. After comparing the composition of cash and checks receipted to cash
and checks deposited, we found $1,166.75 was receipted, but not deposited, during the period
reviewed. In each case, the receipt for “cash” was subsequently voided on the system for no
apparent reason, other than to conceal a cash shortage in the daily deposit.

There was one full-time and one part-time employee collecting the fees for land records. There
was a lack of computer and password security in the office. The part-time employee worked on
a limited basis and was not working on the majority of the days that there was a shortage.

When interviewed, the former full-time employee denied any wrongdoing.

Oklahoma State Auditor and Inspector — Special Investigations Unit i
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Introduction In the State of Oklahoma, the County Clerk is the principal record keeper
of the county. All legal instruments, including plat maps, deeds,
mortgages, oil and gas leases, liens, and military discharge papers that are
filed with the county by private citizens and public officials are preserved
by the County Clerk.

Other duties of the County Clerk include the following activities:

e Serving as secretary for the Board of County Commissioners and
other county boards such as the County Excise Board;

e Recording all appropriations and expenditures for each county
office or department;

e Preparing warrants [or checks] for paying county bills and payroll;

e Purchasing or leasing and maintaining all county supplies and
equipment;

e Acting as the registrar of deeds.’

The County Clerk charges various fees for the filing of property records
such as mortgages, deeds, liens, etc.

During the period of this investigation, Carrie Philpot, County Clerk, had
three full-time employees and one part-time employee. There are three
separate areas which housed the four employees and the County Clerk, the
land records area, the County Clerk’s office and the bookkeeping area.

The land records area is the section that services the public and collects
fees for filing deeds, mortgages, assignments, etc. The land records area
housed one full-time employee, Tracy O’Neil, and one part-time employee
Alethea Vajar. Part-time employee Alethea Vajar worked in the land
records area on a limited basis.

Provided below is a timeline of events leading up to the District
Attorney’s request for an investigation:

e On or about September 12, 2011, part-time employee Alethea
Vajar, was aware that cash had been collected during the day, but
while attempting to provide change for a customer paying a fee,
she discovered there was no cash in the cash drawer. After pulling
one of the receipts for cash, she noticed it had been voided.

e During the months of September and October 2011, Vajar
observed a number of receipts that were voided.

! Handbook for County Clerks of Oklahoma, published by OSU Cooperative Extension Service.

Oklahoma State Auditor and Inspector — Special Investigations Unit 1
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e On October 12, 2011, while preparing the deposit, Vajar noted
there was no cash, but recalled receiving cash from the Cherokee
Nation. Vajar obtained the receipt and noticed it was voided.

e On October 13 or 14 of 2011, Vajar reported the voided receipts to
First Deputy Jean Fishinghawk. Fishinghawk began looking into
the matter and discovered the computer software program had the
capability of providing a list of edited and deleted receipts.
Fishinghawk obtained one of the receipts from the list and noted
the receipt was issued for “cash,” then voided. She then informed
County Clerk Carrie Philpot of the potential problem.

e OSAI auditors from the County Audit Division who were in the
county at the time and working on the annual audit, reviewed the
filing fee records and notified the Special Investigative Unit.

e On December 5, 2011, our office received a request from the
District Attorney to conduct an investigation.

Oklahoma State Auditor and Inspector — Special Investigations Unit 2
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Objective I: Determine if cash from property record filing fees was

misappropriated.

Background The employees responsible for collecting fees for filing land records
entered the information into the computer and two (2) receipts were
printed, one for the payer and one for the files. The mode of payment
would be indicated by “cash” or “check” on the receipt. The cash and
checks were maintained in an unlocked drawer under the counter.

A deposit ticket was automatically
generated  from the  receipt
information that had been input into
the computer system through the
day. At the close of the day, a
deposit ticket was printed which
listed each check received and the
total amount of cash received.
Cash and checks in the drawer were
counted and reconciled to the
deposit ticket. The deposit ticket
was then signed and taken to the
county treasurer for deposit.

Records Used

Receipts — computerized receipts for funds received for recording land
records.

Deposit Tickets — the computer system automatically generated the
deposit tickets from the receipt information.

Deleted and Edited Receipts — a computer generated report that tracked
receipts that had been edited, showing information such as the receipt
number, date of edit, and the employee’s initials. This report was used to
determine the specific receipt that was edited.

Receipt Balance Report — a computer generated report that provided a
breakdown of the cash and checks by receipt number for a given day.
This report was used to verify the receipt that was edited was voided.

Employee Timesheets — time sheets were used to identify the land record
employees that were working on a day in which cash was missing.

Oklahoma State Auditor and Inspector — Special Investigations Unit 3
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Findings

The filing fee records we reviewed indicated a simple cash “skimming”
scheme done by “voiding” receipts. When cash was likely
misappropriated, there had to be a means to balance the cash and checks
“receipted” with the cash and checks “deposited.”

In this scheme, after the receipt for cash was printed, it was then voided in
the system. By voiding the receipt, the computer system would not count
the misappropriated cash as part of the deposit, thereby creating the
appearance that the cash collected and cash deposited actually “balanced,”
when in reality, there was cash missing.

We have provided an example of the scheme which is shown in the
attachments. Attachment 1 indicates receipts #1123 for $13.00 and #1124
for $3.00 were both issued for “cash” received. Attachment #2 shows the
deposit ticket showing only the $3.00 in cash from #1124 was deposited.
The first image on Attachment 3 indicates #1123 was one of the receipts
that had been “edited.” The “TW” was the login initials for Tracy O’Neil,
although as we describe later, the login initials were unreliable. The
second image indicates $3.00 in cash was received from receipt #1124, but
#1123 was “void.”

For each day during the period of December 1, 2010 through October 13,
2011, we compared the composition of cash and checks receipted to the
composition of checks and cash deposited. During this time period, we
noted 51 days in which cash receipts exceeded cash deposits. For those 51
days, we matched 68 receipts that were issued then voided, to likely
shortages of cash.

The following table reflects the shortage amounts for each day.

Date Amount Date Amount Date Amount Date Amount
10/12/11 $17.00 8/15/11 $15.00 5/24/11 $10.00 3/28/11 $20.00
10/11/11 $21.00 8/12/11 $17.00 5/17/11 $29.00 3/11/11 $75.00

10/7/11 $5.00 8/11/11 $3.00 5/11/11 $15.00 3/9/11 $26.00
10/3/11 $30.00 8/8/11 $28.00 5/9/11 $26.00 3/8/11 $26.00
9/29/11 $26.00 8/3/11 $26.00 5/3/11 $55.00 3/7/11 $13.00
9/23/11 $21.75 7/27/11 $7.00 5/2/11 $16.00 3/3/11 $13.00
9/21/11 $28.00 7/21/11 $3.00 4/29/11 $17.00 2/23/11 $39.50
9/15/11 $13.00 7/7/11 $15.00 4/26/11 $26.00 2/18/11 $22.00
9/12/11 $13.00 6/28/11 $34.00 4/25/11 $1.50 2/8/11 $24.00

9/9/11 $29.00 6/24/11 $34.00 4/20/11 $31.00 1/28/11 $10.00

9/8/11 $13.00 6/21/11 $2.00 4/7/11 $13.00 12/8/10 $13.00
8/31/11 $13.00 6/16/11 $13.00 4/5/11 $66.00 12/1/10 $17.00
8/26/11 $13.00 6/8/11 $25.00 4/1/11 $100.00

Total $1,168.75

Oklahoma State Auditor and Inspector — Special Investigations Unit
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On June 30, 2011, there was an unknown $2.00 more cash deposited than
receipted for a net cash shortage of $1,166.75.

Records show receipts #855 and #1073 were voided in the system, but the
hardcopies of the receipts were missing, so we could not determine the
amount. According to our interviews, the normal procedure for “voids”
was to attach the voided receipt to the original receipt, with an explanation
or reason for the void. These two voided and missing receipts could
reflect additional unknown amounts of cash that could have been
misappropriated.

During the December 1, 2010 through October 13, 2011 time period,
Tracy O’Neil and Alethea Vajar were the only employees working in the
land records area. The computer system automatically assigned the
employee’s initials to receipts and/or any edits to receipts through the
employee’s login password.

As the system administrator, County Clerk Carrie Philpot knew the
employees’ passwords. Also, both O’Neil and Vajar knew one another’s
password.

In addition to the lack of password security between the two employees,
there was also a lack of logon/logout controls. Once each employee
logged on to their respective computers, they never logged out. Therefore,
their initials would appear on any documents produced from that computer
for the entire day, although their computers could have been used by other
office employees.

Because of the lack of controls over the passwords and login/logout
procedures, we could not rely on the employees’ initials appearing on
documents to identify which of the two employees issued and/or edited the
receipts.

We noted evidence of this lack of controls when Vajar’s login initials
appeared on documents on days when she was not working, according to
her timesheets.

Vajar did not work 43 of the 51 days that cash appeared to be
misappropriated. On July 21, 2011, $3.00 was receipted for copies by
Vajar, then voided and not deposited on a day that O’Neal was absent.

We interviewed both Vajar and O’Neal regarding the possible
misappropriation.  In regards to the $3.00 shortage, Vajar recalled
someone paying for copies, but there was not any cash in the drawer to

Oklahoma State Auditor and Inspector — Special Investigations Unit 5
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make change. Since the fee for copies was just a few dollars, she voided
the receipt and provided the copies at no charge.

O’Neal also indicated there were cases in which there was no cash to
make change and admitted to voiding some receipts. O’Neal recalled one
case in which a person was paying with a $20 bill, but there was no cash
to make change, so she voided the receipt for cash, and the person wrote a
check.

There are cases in which mistakes are made, and there are valid reasons to
void a receipt. In these cases, such as the one mentioned by O’Neal, we
would expect the subsequent receipt to reflect the corrected information.

We had initially identified 70 receipts that were voided; however, after
reviewing subsequent receipts issued for that day, we determined some of
the receipts appeared to be valid voids. For example, receipt #1671 was
issued for cash and then voided. Receipt #1672 was then issued to the
same individual for the same amount with a change in the method of
payment to a “check,” rather than *“cash.”

For the 68 receipts related to the likely misappropriated cash, the
subsequent receipts issued for that day appeared unrelated to the voided
receipts. Typically, when a receipt is voided, we would expect to find
hardcopies for both the original receipt copy and the voided copy attached
to one another. We were only able to find the hardcopies for seven of the
68 “void” receipts. We found no documentation indicating any reasons
for voiding the receipts.

In addition to reviewing the subsequent receipt(s) issued, we judgmentally
selected five voided receipts and found that there was a land record filed
that showed the fee charged. In each case, the voided receipt amount was
consistent with the fee shown on the land record. Since there was an
actual land record filed, it appeared highly probable that a fee was charged
and collected.

DISCLAIMER In this report, there may be references to state statutes, Attorney General’s
opinions and other legal authorities that appear to be potentially relevant
to the issues reviewed by this Office. The State Auditor and Inspector has
no jurisdiction, authority, purpose or intent by the issuance of this report to
determine the guilt, innocence, culpability or liability, if any, of any
person or entity for any act, omission, or transaction reviewed. Such
determinations are within the exclusive jurisdiction of regulatory, law
enforcement, and judicial authorities designated by law.

Oklahoma State Auditor and Inspector — Special Investigations Unit 6
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Attachment 1
Office of the County Clerk
Adair County Receipt Number 201100001123
STILWELL, OK Received Onc June 16, 2011
e
Received Of  ANNIRBAIRD $1300
(e foew o seres s o2 emarpm Serood|
Receipt Detadl Pavmewls
Fees Omed  PavTvpe Cheekf Amaunt Paid
PRESERVATION 800 Cwh $13.00
RECORDED .00
Total: §13.00 Carrie Philpo
County Clerk
- Less Refund S0 o
Total Recelved $13.00 Deputy
Office of the County Clerk
Adair County Receipt Number 201100001124
STILWELL, OK Receted On: June 16, 2011
-
Received Of _DARGY HICKS a0
-_ITlimm'mhMﬂulmmhm-h
Heceipt Detail Payments
Fes Uwed  PayTope Cheek®  Amound Paid
COFIES 53,00 Cuzh £3.00
Tatal: §1.00
Carrie Philpott
County Clerk
- Less Refund $0.00 ™
Total Reveived £1.00 Deputy

Oklahoma State Auditor and Inspector — Special Investigations Unit 7
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Attachment 2

Official Depository Ticket

SA. &1L 195 (2000)
STATE OF CKLAHCH Degosl Thkat Number: 000106
Counly of fkair
To The Cownty Treasurar:
J__,{ The within [s1 of chacks and caah s o cowr recepis of ry offics for Thursday, June 16, 2011,
/T )
By {:} / ( o
g Ofcwl T
List of All Checks
By Whom Cramn | Buank; Draan OnLocation Chachinfo Racolpt Duts Recelpt Mumber  Amcurits
MR COUNTY TREASURER  Back Of Commitron 2400 CEMERMT  Mn000% 118 $1209
RECON TRUST Bank 01 America AOTRIME  CONRIIY 200100081117 $1300
RERICAM RATIONAL BARE  Armdvisan Nudisoa! Bk WA CETEAT 0NN00031 110 $1509
LOWE BEAL AND HBOH Boire: Firsd BRGNS GO DIVDRORT VS §1a00
ARVEST DMK Arvanl Dark 2430 COMEANT 200100001020 a0
GRAND RIVIR AESTRACT Aol Bank (] G 20000000 121 HMas
L5hA Bazk O Ceermaron At COGRIN N0 $50a0d
ADAR COHEALTHGENTER ok 04 Grarmeern gl QEIEEY 200100001 2% 008
ARVESTMTG GO Arvagh Blank X4 OGN 200D ) xR
' Cheak Todl na
Cish $100
Less Rafunds oy
Tolal Dypastivd with Tremyme fexcluding Eleclronks Prpmoia) §140.28
Eleatranie Paysionds #a0
Tetal Dapositincuding Electronic Paymonts 573025

Recelvod tha abowe dépodit agy rogating §730.25, this Thursday, June 16, 2011 and credited account of Carrin
Philpatt, County Clurk.

JANICE BREWER, TREASURER

Agttunt Sumber I

Counly Treasurer
R ter Humh’jm ¢
L -
NOTE: List ol Checks, Drabs, Monsy Cndne of Canhir's Chichs in sepasate s, Lt Mo Tt &N1G2011

Oklahoma State Auditor and Inspector — Special Investigations Unit
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Attachment 3
Freet Mumiber Hecept Dale  Rppened O Ceposi Humder  Fooled ? | as Edied By Lasi EdilDate
01 - QRDOCes) NG CHARLES CARLILE . DL L T LY
2010 - GLOO0ASE  M2BS01E  DIANE GARGIA L 4 00052 ¥ T IZHED T
2011 - DDOGINGS AR EQITH S0AF + LG ¥ i M0
011 . ofo0sas IR CHERQHEE NATION - DEEII'_TS& R e A0
2011 - DOOOOSEE i CHERDKEE NATHN COOEE | ¥ TV 412001
1 - GoopbsaT ™ ARIN DEAN BURTON | .« . DOG0EE e L] 42001
2001 - GOO0SET C AT1RIN DEANBURTON v o~  O0OD5S N ™ 412011
7077 . COO00SER N0 JAN MUSKRAT . COOOME g, B T ™ 451701
2011 00000550 AN BOBBY PHILLIPS + COEE oy L T W &1
011 - CoonOnge | ARR0M BLM & v, peai W . ™Y EfEin Y
11 - 00062y &R0 BLM Y COase M ™ adfdiny
3011 - 00000Ea7 RGN JUSTIN HAMPTON DOOOED Voo, Y ™ ATy
011 0o000e98. | A4 BEOFORD NEALE ., il ¥ A 41402011
FO11-00000FI? 4N CHERO=EE MATIOM [ . . . DOOBEE T o0 Y ™ 4197011
2011 - DOGOOT, ArEEQ1t MRS FOSTER “y, .. . CoRoeE b R ™ £ 1RG5
w01 AL ARNEDT  OLTBLCW - se T ootes Vo, ™ AR0aalt
Eﬁﬁﬁmﬂ aavE ous L Eoa] N .- W w2 1
2011 - DODQOTRY  ARRI0N UPE oy DOCOT | G Y T L
2001 . 0000072 A0 CARL WELCH - QOCO7R by 0 ¥ Ty T
2000 . CONO0TES | AGE01] JOHN WILEON - “o0TE ¥ T AEFERR0L T
011 . CO00NTI 011 ICOUELINE STIMGER - D00 TG L ™ [Tt
201700000801 S0 JERANY DRIGKEY BCCATE v W 52RO
W17 - ooo00g2s S0 BEART 1 .: * - ooary ¥ W R0
2011 - oooadaar B - SR JIMMY BRADFORD . % L0077 Y. T S|
011 - GOC00RIT /- B0 JIMAY BRADFORD » -~ [ M ™ LR
211 . 00£0085)  SASON FDDNEY SAITH . o - ] ¥ A AR
11 - opoogess  SAHDIY GOE8 tfe . e DG b A SEI
A11 . O000085S  SAEED1E GOES ‘e Q00 ¥ A Edrin i
001 - COTG0neE SR STACY VANDERHEIDEN QO0CE1 ¥ Av Sy
1 - GG000asd AR BILL SMI==ER QO3 ¥ ™ 5112011
1. ONODOOgE  S1TA0dl OLTS & a-e M [l ¥ ™ £MFR01M
o - DO000GaE SO TR0 oLTS o A C0aT ¥ [ TR0
D31 .00000563  Sa0Rdn CHARLES AND NACEY ELLIS 000090« 3 oWy o ™ S0
011 . 00000GED A0 BENEIFIZAL ~ coooarr . W T el R0
01 po0ooees  SaEEn TED EVERSOLL [ .. . 000050 bl T £S5
M Deomary  SERO RANDY LOWVEEL - ..« Cenn bl T BTN
Y. GIGOI0TR SO0 DENA MELTON v e T TV GR2011
A -GENT 1 TS0 AHNIE BAIRD QDS L T 182011
Receipl  Date Beceipted To Cash Chick EFT Paid Hafund Tatal
00001117 &16/2011 RECON TRUST 513.00 $13.00 513.00
DOO01118 BMBER2011 AMERICAN NATIONAL BANK 515.00 £15.00 $15.00
DO001119  6MER2011 LOVE BEAL AND NIXON $13.00 £13.00 $12.00
00001120 662011 ARVEST BANK $13.00 $13.00 $13.00
00001129 BMER2011 GRAND RIVER ABSTRACT $120.25 §120.25 512025
00001122 6162011 ESA $508.00 £508.00 $508.00
00001123 8/16/2011 VOID £0.00 50.00 50.00
00001124 8MER2011 DARCY HICKS $3.00 $3.00 53.00
00001125 GME@011 ADAIR CO HEALTH CENTER 530000 530,00 £30.00
00001126 BMGR011 ARVEST MTG CO 5200 52.00 $2.00
10 Receipts $3.00  S714.25 §717.25  $0.00 §717.25
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