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October 9, 2008 
 
 
 
Members of the Board of Commissioners 
Surgoinsville Utility District 
1724 Main Street 
Surgoinsville, TN  37873 
 
Gentlemen: 
 
 Presented herewith is the report on our investigative audit of selected records of the 
Surgoinsville Utility District. This investigative audit focused on the period January 1, 2007, 
through December 31, 2007. However, when warranted, this scope was expanded. 
 
 Section 9-2-102, Tennessee Code Annotated, requires that the Comptroller of the 
Treasury prescribe a uniform system of bookkeeping designating the character of books, reports, 
receipts and records, and the method of keeping same, in all state, county and municipal offices, 
including utility districts, which handle public funds. This code section also requires that all 
officials adopt and use the prescribed system. The Comptroller has prescribed a minimum system 
of recordkeeping for utility districts, which is detailed in the Uniform Accounting Manual for 
Tennessee Utility Districts combined with Chapter 6 of Governmental Accounting, Auditing and 
Financial Reporting. The purpose of our audit was to determine the extent of the entity’s 
compliance with certain laws and regulations, including those in the above-mentioned manuals. 
 
 Our investigative audit revealed that during the period April 1, 1998, through October 31, 
2003, Commissioner Hanes Cooper received payments from the district in excess of his lawful 
compensation totaling $30,310. During the period January 1, 2004, through December 31, 2007, 
apparently in an effort to conceal continued unlawful payments totaling $35,215, Mr. Cooper 
devised and directed a scheme by which fraudulent payroll payments were made to his daughter 
so that she could pass the proceeds on to Mr. Cooper.  
 
 This matter has been referred to the local district attorney general for his consideration. 
 



Members of the Board of Commissioners 
Surgoinsville Utility District 
October 9, 2008 
 
 

 

 The findings and recommendations in this report also relate to those conditions that we 
believe warrant your attention. 
 
 Copies of this report are being forwarded to Governor Phil Bredesen, 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. 
 
  Very truly yours, 

  John G. Morgan 
  Comptroller of the Treasury 
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October 9, 2008
 
 
 
Mr. John G. Morgan 
Comptroller of the Treasury 
State Capitol 
Nashville, TN  37243-0260 
 
Dear Mr. Morgan:  
 
 As part of our ongoing process of examining the records of utility districts, we have 
completed our investigative audit of selected records of the Surgoinsville Utility District. This 
investigative audit focused on the period January 1, 2007, through December 31, 2007. However, 
when the audit warranted, this scope was expanded. 
 
 Section 9-2-102, Tennessee Code Annotated, requires that the Comptroller of the 
Treasury prescribe a uniform system of bookkeeping designating the character of books, reports, 
receipts and records, and the method of keeping same, in all state, county and municipal offices, 
including utility districts, which handle public funds. This code section also requires that all 
officials adopt and use the prescribed system. The Comptroller has prescribed a minimum system 
of recordkeeping for utility districts, which is detailed in the Uniform Accounting Manual for 
Tennessee Utility Districts combined with Chapter 6 of Governmental Accounting, Auditing, and 
Financial Reporting. The purpose of our audit was to determine the extent of the entity’s 
compliance with certain laws and regulations, including those in the above-mentioned manuals. 
 
 Our investigative audit revealed that during the period April 1, 1998, through October 31, 
2003, Commissioner Hanes Cooper received payments from the district in excess of his lawful 
compensation totaling $30,310. During the period January 1, 2004, through December 31, 2007, 
apparently in an effort to conceal continued unlawful payments totaling $35,215, Mr. Cooper 
devised and directed a scheme by which fraudulent payroll payments were made to his daughter 
so that she could pass the proceeds on to Mr. Cooper.  
 
 This matter has been referred to the local district attorney general for his consideration. 
 



Mr. John G. Morgan 
Comptroller of the Treasury 
October 9, 2008 
 
 
 Our investigative audit also resulted in findings and recommendations related to the 
following: 
 

1. Sale of goods for private benefit 
2. Inadequate separation of duties 
3. Failure to prepare daily cash summary reports 
4. Deposits not made promptly 
5. Deposit slips not itemized 

 
 If after your review, you have any questions, I will be happy to supply any additional 
information which you may request. 
 
      Sincerely, 
 
 
 
      Dennis F. Dycus, CPA, CFE, Director 
      Division of Municipal Audit 
 














