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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

March 5, 2015

Chairman and Members of the Board

Hamblen County/Morristown Solid Waste System
3849 Sublet Road

Morristown, TN 37814

Gentlemen:

The Office of the Comptroller of the Treasury, in conjunction with the Tennessee Bureau
of Investigation, conducted a special investigation of selected records of the Hamblen
County/Morristown Solid Waste System, 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,

qyr/i e

Justin P. Wilson
Comptroller of the Treasury

JPW/RAD


http://www.comptroller.tn.gove/ia/
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SPECIAL INVESTIGATION

HAMBLEN COUNTY/MORRISTOWN
SOLID WASTE SYSTEM

The Office of the Comptroller of the Treasury, in conjunction with the Tennessee Bureau of
Investigation, investigated allegations of malfeasance related to the Hamblen County/Morristown
Solid Waste System (the “system”). The special investigation revealed that the former director,
Ronald Brady, misappropriated solid waste system funds totaling at least $227,792. Mr. Brady
admitted to Comptroller investigators that he misappropriated system funds and used the
proceeds for his personal benefit.

Summary Schedule of Amounts Misappropriated by Former Director

Method Amount
Unauthorized checks issued to Ronald Brady $ 192,206
Personal purchases charged to the solid waste system’s American Express card 31,785
Payments made on nonsystem credit card 3,801
Total $ 227,792

These matters were referred to the local district attorney general. On March 2, 2015, the
Hamblen County Grand Jury indicted the former director, Ronald Brady, on one count of Theft

over $60,000.
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INVESTIGATIVE RESULTS

Former director misappropriated at least $192,206 by issuing unauthorized checks to
himself

Our special investigation revealed that the former director, Ronald Brady, misappropriated
system funds totaling at least $192,206 by issuing unauthorized checks to himself during the

per'od Ju Iy 2010 through THIS DOCUMENT IS FRINTED ON COLORED PAPER, HAS AN ULTRAVIOLET INK FEATURE AND A SIMULATED WATERMARK ON BACK

January 2014. In August 2010 sowowisteosrosussren 07039274
- th ) Ut th e kn OWI ed e or JOINT HnllBLEh'l,gggjm - MORRISTOWN Suma o

WI g uoﬁﬁls'l(m‘N.T“E.‘NESSEEJ?SWZ‘BG 207 VOID AFTER 90 DAYS 1:&1\1

authorization of the solid waste
system’s board, Mr. Brady
began issuing unauthorized
checks to himself and retaining &  zouao & saoy
the proceeds for his personal KCRRISTORY, T 57814
benefit. Mr. Brady created the

checks using the system’s AT
payroll software. He then VARG WCROPITHG I 1A TURE IE MAGHI 10 VERP ONIGHAL CHEK
manipulated the computer —

system o) that these
unauthorized checks did not
appear in the accounting
records. Mr. Brady used a
signature stamp to apply the
signature of the system’s board
chairman on the checks. He
cashed some of these checks at
a local bank and deposited
some of them into his personal
bank account. Mr. Brady told
Comptroller investigators that he had issued and transacted these checks for his own benefit
without the board chairman’s authority or knowledge.

*#2,026 DOLLARS AND 59 CENTS

PAY TO THE ORDER OF CHECK NO.

DATE
11/19/2013 07039274  2,026,59

THMS (81 5 809 FTB4 LGS

TOPS MG S5 §

\‘ﬂ
Iz
7 E
]
£0
a3
nz!
.
ol
==l
Bl
| 4
£l
H

3 9 ‘D76 SHOHWIAUSD 40 CHYOU IANISHEY TWHEOTS =

P LT A D IS S DAL LM S LR T S S L I AH RN MR S H LM B L TH S TR E USRI T

Former director used the system’s American Express card to make personal purchases
totaling at least $31,785

Without the knowledge or authorization of the solid waste system’s board, former director
Ronald Brady used the solid waste system’s American Express card to charge personal
purchases totaling at least $31,785. He then paid for these charges via electronic debit from
the solid waste system’s bank account. The purchases included over $11,750 for vacations to
Walt Disney World and other resorts, more than $3,200 to service personal vehicles
including a BMW and a GMC Yukon registered in his name, and over $2,000 for a mattress
that Mr. Brady requested to be delivered to his home. (Refer to examples below.)
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GRAYSON BMW MINI OF KNOXVILLE e A——
/9L, 10571 PARKSIDE DRIVE 10665 PARKSIDE DRIVE
e KNOXVILLE, TN 37922 KNOXVILLE, TN 37922 R/O Close Date | Status
(865) 693-4555 (865) 693-4553
graysonbmw.com/service miniofknoxville.com Mileage In | Mileage Out

SERVICE DEPARTMENT HOURS
7:30 a.m. to 5:30 p.m.

90327

Service Advisor / Tag #
Monday - Fnday

8:00 a.m._to 5:00 p.m. Saturda JOSH RULE/Z 379

Work Phnm Vehicle |dentification Number

423-748-9887 WBAVB73597P100144

Home Phone Delivery Date In-Service Date
423-748-9887 12/14/13

| Body | [

BRADY, RONALD
4537 HORSESHOE TRAIL
MORRISTOWN, TN 37814

Model License Number

100

AMOUNT

#1 - MR Customer Reports: CAR HAS A BURNING SMELL UNDER THE
HOOD AND OIL IS ON GARAGE FLOOR ADVISE

Caused by

LEAKING
Work performed by DANIEL (462) Serv Cont
Work performed by JEFF (15) Serv Cont
Installed 11 12 7 565 286 :B1SA-PROFILE-GASKET Qty: 1 Serv Cont

REPLACED VALVE COVER GASKET AUTH # 59748806

#2 - MR Customer Reports: UPPER WINDSHIELD SEAL IS CRACKING

Caused by

FALLING OUT
Work performed by DANIEL (462) 133.50
Installed 51 31 7 061 967 :Bl-Cover, windshield, t 1@31.99 31.99

Sub Total: Labor: 133.50 Parts: 31.99 Total: 165.49
REPLACED SEAL

#4 * MR Customer Reports: LABOR NOT COVERRED BY EXT WARR
CAPS @ 100.00 PER H OUR BMW LABOR RATE IS 133.50

PER HOUR
Work performed by JEFF (15) 80.10]
Work performed by DANIEL 1462) 80.10
Work performed by House Tech(99) 234.50
Installed W7340 :BRAKE CLEANER 2@4 .05 8.10

**********i**********'ﬁ**************************************

TERMS: STRICTLY CASH UNLESS ARRANGEMENTS ARE MADE. "I hereby authorize the repair | | AROR 528.20
work hereinafier o be done along wilh the necessary material and agree thal you are not respons-

ible for loss or damage to vehicle or articles left in the vehicle in case of fire, theft, or any olher | PARTS 40.09
icause beyond your conlrol or for any delays caused by unavailability of parts or delays in parls T00. 00|
lsnipments. by Ihe supplier or Iransporter. | hereby grant yau or your employees permission to | DEDUCTIBLE i
loperale lhe vehicle herein on streets, for the purpose of lesting | syBLET . 00|
land/or An express ic's lien is hereby on above vehicle lo secure

the amount of repairs therelo.” SHOP SUPPLIES 52.82
DISCLAIMER OF WARRANTIES, Any warraniies on the products sold hereby are those made by | 1. N

lihe manutaciurer. The seller hereby expressly disclaims all warranties &ilher express or implied, includy HAZARDOUS MATERIALS 0 0
ling any implied wananty of merchantability or filness for a particular purpose, and the seller neilher | SALES TAX OR TAX LD. ] 66.70
lassumes nor authorizes any olher person lo assume for It any Hability in connection with |he sale of 00|
lsaid products. Any limitation conlained herein does not apply where prohibited by law. SPECIAL ORDER DEPOSIT -

Al disputes, claims, demands and controversies between the parties arising out of or In | DISCOUNTS . 00|
connection with this transaction shall be settled by binding arbitration pursuantt to and In 78 7.81]
accordance with the Federal Arbitration Act. Nelther the purchaser nor Grayson shall be | TOTAL DUE

entitled 1o join or consolidate claims In arbitration by or against other purchasers or customers | BMW AMBX 533154 787 .81l

with respect to other transactions, or arbltrate any clalm as a représentative or member of a
iclass or in a private attorney general capacity.
A charge of 10% up to $80.00 is added to the repalr cost to cover the cost of supplies used In
service and to environmentally handle and dispose of contaminants.

NO RETURN ON ELECTRICAL OR SAFETY ITEMS OR SPECIAL ORDERS.

X

151 ing - Deslergiig. (dopas 1030
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Double Eagle Retail Partners lnvo'ce
P.O. Box 31549 Date Irwvoice B
Knoxville, TN 37930 -
‘ 172872013 31906 J
1};
Bill To Ship To
Ronald Brady . Ronald Brady
4537 Horseshoe Trail 4537 Horscshoe Trail
Morristown, TN 37814 Morristown, TN 37814
P.O. Number Terms Rep Ship Via F.0.B. Project
amex Due on receipt BA 1/28/2013 Delivery mt
Quantity ltem Code Description Price Each Amount
1|8l Bryanna PL ET ... | True Energy Bryanoa King Mattress 1,848.27 1,848.27T
2| SIBox TE King TruEnergy King Foundation 0.00 0.00T
2| LP Pillow Microgel.. Microge! King Pillow 51.00 102.00T
i Maﬂress?mtactor « | Platinum Mattress Protector King 31.50 31.50T
1{ Rounding & Adjust... | Rounding & Adjustments 0.01 0.01
Sales Tax for Morristown #1 9.75% 193.22
[ Total $2,175.00
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Former director used solid waste system funds totaling $3,801 to make payments on a
nonsystem credit card

Mr. Brady used solid waste system funds to make payments totaling $3,801 on a nonsystem
Capital One credit card. Mr. Brady made these payments without the knowledge or approval
of the solid waste system’s board.

Former director destroyed, discarded, or altered solid waste system records

Mr. Brady destroyed, discarded, or altered solid waste system records, effectively concealing
the unauthorized checks to himself as well as the personal charges to the system’s American
Express. Imaged copies of checks provided by the system’s bank were not on file in the solid
waste system’s offices. In addition, statements and invoices for purchases made with the
American Express card were not in the solid waste system’s files. Mr. Brady also provided
an altered bank statement and fictitious financial information to the system’s financial auditor
in an effort to conceal his schemes.

ADDITIONAL ISSUES

Presented below are other issues noted during the special investigation. As noted, solid waste
system officials indicated they have corrected or intend to correct each of these issues.

1.

ISSUE: Financial duties were not separated adequately

Hamblen County/Morristown Solid Waste System officials failed to ensure that employee
responsibilities were separated adequately; instead, they allowed the former director
access and control over all aspects of financial transactions. Accounting standards
provide that internal controls be designed to give reasonable assurance of the reliability
of financial reporting and of the effectiveness and efficiency of operations. Allowing one
employee complete control over a financial transaction from beginning to end increases
the risk of fraud. Ideally, work flow should be established so that one employee’s work is
automatically verified by another employee working independently.

RECOMMENDATION:

To decrease the risk of undetected errors or fraud, system officials should ensure that no
employee has complete control of a financial transaction. The system’s board should
provide for increased oversight when appropriate.
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MANAGEMENT’S RESPONSE:

Members of the Solid Waste System Board:

We concur. The board has taken necessary steps to ensure that duties are adequately
segregated. To accomplish proper segregation of duties, the board has contracted with a
public accounting firm to maintain the accounting records.

2. ISSUE: Policies related to system credit card were not established, monitored,
or overseen

Members of the system’s board failed to establish, monitor, or oversee policies related to
a credit card issued in the system’s name. Prior to 2010, the former director obtained a
credit card for the system with the approval of the board. However, beginning in July
2010 and continuing until his resignation in February 2014, the former director made
personal charges on the solid waste system’s card and paid for those charges using
system funds. Accounting standards provide that internal controls be designed to give
reasonable assurance of the reliability of financial reporting and of the effectiveness and
efficiency of operations.

RECOMMENDATION:

When system officials obtain credit, debit, or charge cards in the name of the system,
members of the board must take steps to oversee adequately the use of those cards,
including:

(@) Adopting guidelines on what type of transactions are permissible for charge on the
credit, debit, or charge card;

(b) Ensuring that they identify all credit, debit, or charge cards issued in the name of
the solid waste system by reviewing bank statements and canceled checks for
evidence of charges or payments on the cards;

(c) Performing a thorough oversight or review of all related charges to substantiate the
appropriateness of purchases;

(d) Ensuring that adequate documentation, including original invoices and charge slips,
is on file; and

(e) Addressing custody and safekeeping of the card.
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MANAGEMENT’S RESPONSE:

Members of the Solid Waste System Board:

We concur. Should the board determine that a credit card is a necessity in the future, we
will establish policies and procedures that clearly identify the transactions that are
permissible and addresses the custody and safekeeping of the card. Additionally, internal
controls will ensure that all charges are properly supported and documented.
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