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STATE OF TENNESSEE
Justin P. Wilson COMPTROLLER OF THE TREASURY

Comptroller STATE CAPITOL
NASHVILLE, TENNESSEE 37243-9034
PHONE (615) 741-2501

May 4, 2015

Members of the Board of Directors
Watauga River Regional Water Authority/
North Elizabethton Water Cooperative

P. O. Box 908
Elizabethton, TN 37644

Gentlemen:

The Office of the Comptroller of the Treasury conducted a special investigation of
selected records of the Watauga River Regional Water Authority/North Elizabethton Water
Cooperative, and the results are presented herein.

Copies of this report are being forwarded to Governor Bill Haslam, the State Attorney
General, the District Attorney General, certain state legislators, and various other interested
parties. A copy is available for public inspection in our office and may be viewed at
http://www.comptroller.tn.gov/ia/.

Sincerely,

q_,;/i L il

Justin P. Wilson
Comptroller of the Treasury

JPW/RAD
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TENNESSEE
COMPTROLLER . . . : .
OF THE TREASURY Watauga River Regional Water Authority/North Elizabethton Water Cooperative

SPECIAL INVESTIGATION

Watauga River Regional Water Authority/North

Elizabethton Water Cooperative

The Office of the Comptroller of the Treasury investigated allegations of malfeasance related to
the Watauga River Regional Water Authority/North Elizabethton Water Cooperative.

INVESTIGATIVE RESULTS

Former clerk misappropriated utility cash collections totaling at least $11,325

During the period March 2014 through September 2014, former clerk Lisa Cipy
misappropriated at least $11,325 in utility cash collections. She falsely voided some cash
payments in the collection records and never recorded some collections in the district’s
accounting records in order to conceal her misappropriation. For many of these
manipulated payments transactions, Comptroller investigators obtained copies of
customer payment receipts indicating the customer had paid the bill with cash. For
instances in which the payment receipt was unavailable, Comptroller investigators, with
the assistance of district staff, determined that there was no legitimate reason for the
questioned voided transactions made by Ms. Cipy.

Investigators determined that the customer accounts Ms. Cipy had manipulated appeared
delinquent on the district’s records. She was solely responsible for printing, preparing,
and mailing customer bills, as well as preparing the monthly delinquent or cutoff list. To
avoid detection from customers, she apparently removed the bills of customers whose
accounts had been manipulated before they were mailed so that the customer could not
see that their current bill was incorrect. In addition, Ms. Cipy removed the related
customer names from the monthly cutoff list of delinquent customers slated to have their
service discontinued.

Ms. Cipy resigned from the district immediately after Comptroller investigators
performed a surprise count of her cash drawer and found it to be $100 short. Ms. Cipy
had no explanation for that shortage.

These matters were referred to the local district attorney general. On March 2, 2015, the Carter
County Grand Jury indicted Lisa Cipy on one count of Theft over $10,000.
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