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Name of Insurance Company to which Application is made (herein called the “Insurer") < A HA AT

Commercial Crime Policy and
Governmental Crime Policy

Crime Insurance Application

Section A.
GENERAL INFORMATION:

f. Named Applicant: SHELBY COUNTY, TENNESSEE

Principal Address: _16() N, Main St., #200, Memphis, TN 38103

2. Type of Crganization: Public Private Net-For-Profit ¥ Governmental

3. Date Business Established: 1819 Annual Revenues: 1,0787003,952,

4. Website eddress: www.shelbycountytn.gov

List (or attach a list of) ALL ENTITIES to be included as joint insureds (including Pension and Welfare plans) to be covered:

If all entities listed above (or attached to this application) are cwned, contrelled, or operated by the first named insured,
check here {7 If nct, please provide details for each Usted entity.
This application and any attachments include information for all joint insureds to be covered: check here [

gy

Section B.
INSURANCE INFORMATION
Present Coverage CarrlerACE/Westchester Requested Coverage (if different)
Insuring Agreement Limit Deductible Limit | Deductible
Cmpioyee Thefl $1,000,000 $ 75,000 S E
Forgery or Alteration 51,000,000 $ 25,000 B $
Inside Theft of Money & Securities $1,000,000 $ 10,000 5 S
Inside Robbery of Other Property §1,000,000 § 10,000 § 5 ]
Outside the Premises $1,000,000 $ 10,000 § $
Cormnputer Fraud 51,000,000 $ 25,000 § S
Funds Transfer Fraud $1.000.,000 S 25,000 § 5
Money Orders & Counterfeit $1,000,000 § 1,000 $ s
Other: $ | ) 5
Expiring Annual Premium: S 241245 VW 7HED TVyucpwr = #3779 9 Y
Expiration Date of Current Coverage 11/01/2012 ’
Loss History {last six years, insured or uninsured;: Check here if none 3
Paid Amount Outstanding Amount
Date of {exclusiva of Loss {exclusive of Loss Open /
l.oss Description Adjustment Expense) Adfustment Expense) Closed Paid Date
2009 See Attachment -~ Register ;30 50 dlosed under dedudti
2011 Sge Attachment -~ Chancery | $884,3206.61 50 closed !
l s S ]
95010 (7/707) 1 ©All rights reserved.
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For each loss listed above, please provide a description of the corrective measures taken:
See attachments.

Section C.

EXPOSURE INFORMATION
Total number of employees:  U.S.: 6,155 Canadian: Foreign:
Total number of velunteers:  U.S.: 1,000 est, Canadian: Foreign:

Complete the schedule below to include all individuals who handle, have access to or maintain records of money,
securities or other property

see attachmerts # #. #.
4.5 & # U.s & ¥ U.s & #
Canada | Foreign Canada | Forelgn Canada | Foreign

Chairman of the . Assistant Sales Payroll Clerks
Beard Managers '
President Branch Sales Outside Messenger

Manager
Vice President Purchasing Agents General

Superintendernt

Treasurer Buyers & Asst. Asst. or Factory

Buyers Superintendent
Asst. Treasurer Assistant Timekeepers

Purchasing Agent ]
Secretary Collectors Paymasters
Asst. Secretary Salesmen Qutside & Receiving Clerks

Collecting
Comptroller Salesmen Outside & Shipping Clerks

Not Collecting
Assistant Accountants & Traffic Managers
Comptroller Auditors
Advertising Bookkeeper Watchmen
Managers
Office Manager Cashiers Gatemen & Guards
Department Credit Managers Crivers {Collections)
Managers
Branch Manzgers Cash Hardling Drivers {No

Clerk Collections)
Assistant  Branch Sales Managears Volunteers - fund
Managers soliciting
Directors and non- Directors, Trustees Others who handle,
compensated Administrators have access to or
officers handling employee maintafn records of

benefit plan funds money, securities or

other property —
TOTAL TOTAL TOTAL ]

Office Clerks, Secretaries, Stenographers, Typists, Telephone Operators, Inside Salesmen, inside Messengers, Business Machine
Operators, Porters & other Like Personnel.

U.5.A. & CANADA FOREIGN GRAND TOTAL

see attachmentc
TOTAL
if there are foreign employees, piease complete the Foreign Practices Questionnaire.

Total number of locations: U5, 100 est. Canadian Foreign
{attach a schedule of locations, or complete the information below)

95010 (7/G7) 2
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State: 411 in Tennegsee County: Shelby Nurmber of Locations: 100 est.
State: County: Number of Locations:
State: County: Number of Locations:
State: County: Number of Locations:
State: County: Number of Locations:
Total number of retail locations: RODE

Section D.

FINANCIAL INFORMATION
Current Year CAFR FY11 ' Prior Year
Total Assets  $1.2B  (page C=5) Totat Assets  §1,23
Total Equity / Net Assets $335M {page C-5) Total Equity / Net Assets  $207M
Total Revenues $),078B (page C-9) Total Revenues $1.09B
Operating income  $42M  (page C-9) Operating Income $206M

Net income / Change in Net Assets $§87,5M (page C=3) Netlncome / Change in Net Assets $123M

Section E.
UNDERWRITING INFORMATION

1. Describe your predominant business activity: Local Government

2. Do you have cash exposure that exceeds the lowest deductible amount on your current
Crime/Fidelity policy? (if ves, please complete the High Cash Questionnaire)

3. Do you have precicus metals, precious or sermi-precious stones, pearls, furs, or artictes containing such
materials exposure that exceeds the lowest deductible armount on your current Crime/Fidelity policy?
(if yes, please complete the Precious Metale Questionnaire)

4. Do you have access to your cliept’s funds/property (including money, securities, inventory, high value
property, banking systems, wire transfer systems, computer systems & sensitive data, ete. )t

a.  What type of property and $ amount of valye:
b, Number of employees whe will be performing work for your client(s):

c.  Tetal number of clients:

3. Are corporate credit, debit, charge or purchasing cards used?
& Number of Cards: _125
b, Maximum limit allowed under card: _45.000
c. Controls in place for preventing and identifying unzuthorized transactions:
Procurement Card Policy attached.

&. If “Guests’ Property” coverage is elected, please provide the total number of guest  rooms:

DISBURSEMENT PROCEDURES

7. Are all checks countersigned?
a. Over what amount is dual signature required? $1.,000

b. If there Is no countersignature, who signs checks? Gheck Recquests sisned onlvy by designated indiv:}dL
for under $1,000, signature @cgrdﬁocga tils

. Are checks signed only by the owner(s) of the company?
in Finance Dept.

8, Is an approved voucher or Positive Pay system used?

95010 {7/07) 3

Yes [T Ne X

Yes O Noe ¥

Yes [ No Y7

Yes ] Ne [3

Yes { No [3

Yes [ No 3
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9. Are check signers instructed to require that all checks be accompanied by properly approved
vouchers and/or invoicest? Yes {] No [

10, Are systems designed so that ne employee can controt a process from beginning to end (i.e. request
a check, approve a voucher and sign a check)? Yes £1 No [

1. Are bank accounts reconciled on 2 monthly basis? Yes f£1 No [J
a. if not, how often

2. Are those who reconcile bank statements prohibited from:
a. Handling deposits in the accounts they reconcile? Yes L1 No {J
b. Signing checks? Yes §1 No [J

13, Does & second person review the reconciliation on a monthly basis and initial their approval of the
information? Yes {1 Ne
AUDIT PROCEDURES
4. How often and by who are audits of cash and accounts performedy Annual — CPA firm

Al - i i d Banks,Finléey White & Co.
15. HongfE%” and' %’t‘%nge?ﬂ]t’%ﬁé%lcloug‘g conducted? Anmual - various departments

16, Is there a CPA letter to management reiating to internat control wezknesses? (If so, please provide &

copy) Yes X Ne O
17, If no CPA {etter to management was issued, did the CPA make recommendations for improvement in

internal control informally? {if so, provide details ) Yes 0 Ne O
8. Is there an internal audit department? Yes B} No 3
9. Are all locations audited by the internal audit staff? Yes [J No [g

a. How often?

& 1o, please explain: Andirs performed as assigned by CAO or upon request of department ch

20.  Are background checks S&r?o?%%g cgj;lf[ %gﬁ%'és? Check all that apply: Yes O3 No 8
[T Criminal Gl Prior Emptoyment {7 Credit History ¥ References [ Brug Testing

a — ition. " "
. Arerﬁn‘?&-e?n]ﬁfloymeﬁe'}gﬁe%ﬂﬁwg%eggﬁnled when employees are promoted to sensitive positions? Yes {J No [

Not all —~ depends on position. )
22, Are'employees’ buiidirlljg access cards denied ‘mmediately upon termination and are ail procurement,

2

s

credit cards, etc, cancelled? Yes Ne [
23, Are newly hired employees provided with a copy of your organization’s fraud policy identifying and

explaining conflicts of interest and other prohibited behavior? Yes Ne [T
24.  Are employees reguired to cdmpiete cenflict of interest disclosure forms annually? Yes No O

25. s there a system in place that aliows employees to disclose suspicious or questionable activity Yes E] No [J

confidentially? o '
a. If so, describe the procedure for investigatin these reports Ethics Policy - attachéd & reporting
program through Internal Audit.

VENDOR INFORMATION

26. Are background checks performed on vendors in order to determine ownership and financial
capability prior to doing business with them? Yes [0 NoX]
Vendors must apply for SC Vendor Number and SC EOC number prior do doing business with

95010 (7/07) Shelby Couuty. 4
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27. s an authorized vendor Hst utilized and updated annually for all annual
bidding required over stated amounts?
icy must be followed.

rchasing Po
28, ere ven%ors%rovi ed with a statement of your confiict of

any significant value)?
Must sign a Gratuity Form.

95010 {7/07)

purchases, with competitive
Yes X1 No [

interest and gift poiicy (prehibiting gifts of

Yes ] No [
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FUNDS TRANSFER AND COMPUTER SYSTEMS
29, What is the dally average number and dollar volume of wire transfers?  Number: 3-5 Dollar: 30,000 -
Twice a month payroll is $7¥; can range to $50M 2,000,000+

30.  What is the maximum deliar volume that may be transferred per day?

~No maximum per day

31, Is approval by more than one person required to initiate a wire transfer? Yes @1 No [J

32.  Does your financiat institution cail an employee other than one who requested the transfer befere
acting on the request? Yes & No [

33, Do you receive hard copy confirmations on all wire trapsfers and are they sent directly to a Yes No [0
department not authorized to initiate transfers?

34.  Are computer system access codes and passwords changed at least every 60 days? Yes [ No
90 days
35. Do any non-employees have access to the cornputer systems? Yes No [

a. if so, please explain  IT vendors have access.
NOTICE TO APPLICANTS: ANY PFRSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY INSURANCE COMPANY OR OTHER
PERSON FILES AN APPLICATION FOR INSURANCE OR STATEMENT OF CLAIM CONTAINING ANY MATERIALLY FALSE INFORMATION OR,
CONCEALS, FOR THE PURPOSE OF MISLEADING, INFORMATION CONCERNING ANY FACT MATERIAL THERETC, COMMITS A FRAUDULENT
ACT, WHICH IS A CRIME AND MAY SUBJECT SUCH PERSON TC CRIMINAL AND CIViL PENALTIES.

NOTICE TO ARKANSAS, NEW MEXICO AND WEST VIRGINIA APPLICANTS: ANY PERSON WHO KNOWINGLY PRESENTS A FALSE OR
FRAUDULENT CLAIM FOR PAYMENT OF A LOSS OR BENEFIT, OR KNOWINGLY PRESENTS FALSE INFORMATION IN AN APPLICATION FOR
INSURANCE IS GUILTY OF A CRIME AND MAY BE SUBJECT TC FINES AND CONFINEMENT IN PRISCON,

NOTICE TO COLORADO APPLICANTS: IT IS UNLAWFUL TO KNOWINGLY PROVIDE FALSE, iNCOMPLETE, OR MISLEADING FACTS OR
INFORMATION TO AN INSURANCE COMPANY FOR THE PURPOSE OF DEFRAUDING OR ATTEMPTING TO DEFRAUD THE COMPANY.
PENALTIES MAY INCLUDE IMPRISONMENT, FINES, DENIAL OF INSURANCE, AND CIVIL DAMAGES. ANY INSURANCE COMPANY OR AGENT
OF AN INSURANCE COMPANY WHO KNOWINGLY PROVIDES FALSE, INCOMPLETE, OR MISLEADING FACTS OR INFORMATION TO A
POLICYHCLDER OR CLAIMANT FOR THE PURPOSE OF DEFRAUDING OR ATTEMPTING TO DEFRAUD THE POLICYHOLDER OR CLAIMANT
WITH REGARD TG A SETTLEMENT OR AWARD PAYABLE FROM INSURANCE PROCEEDS SHALL BE REPORTED TO THE CCLORADO DIVISION
OF INSURANCE WITHIN THE DEPARTMENT OF REGULATORY AUTHORITIES.

NOTICE TO DISTRICT OF COLUMBIA APPLICANTS: WARNING: IT IS A CRIME TO PROVIDE FALSE OR MISLEADING INFORMATION TQ AN
INSURER FOR Tr:i PURPOSE OF DEFRAUDING THE INSURER OR ANY OTHER PERSON. PENALTIES INCLUDE IMPRISONMENT AND/OR
FINES. IN ADDITION, AN INSURER MAY DENY INSURANCE BENEFITS IF FALSE INFORMATION MATERIALLY RELATED TO A CLAIM WAS
PROVIDED BY THE APPLICANT,

NOTICE TO FLORIDA APPLICANTS: ANY PERSON WHC KNOWINGLY AND WITH INTENT TO INJURE, DEFRAUD, OR DECEIVE ANY
INSURER FILES A STATEMENT OF CLAIM OR AN APPLICATION CONTAINING ANY FALSE, INCOMPLETE OR MISLEADING INFORMATICN IS

GUILTY OF A FELONY IN THE THIRD DEGREE.

NOTICE TO KENTUCKY APPLICANTS: ANY PERSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY iNSURANCE COMPANY OR
OTHER PERSON FILES AN APPLICATION FOR INSURANCE CONTAINING ANY MATERIALLY FALSE INFORMATION, OR CONCEALS FOR THE
PURPOSE OF MISLEADING, INFORMATION CONCERNING ANY FACT MATERIAL THERETC, COMMITS A FRAUDULENT INSURANCE ACT,

WHICH 1S A CRIME.

NOTICE TO LOUISIANA APPLICANTS: ANY PERSON WHO KNOWINGLY PRESENTS A FALSE OR FRAUDULENT CLAIM FOR PAYMENT OF A
LOSS OR BENEFIT OR KNOWINGLY PRESENTS FALSE INFORMATION IN AN APPLICATION FOR INSURANCE IS GUILTY OF A CRIME AND
NAY BE SUBJECT TO FINES AND CONFINEMENT iN PRISON,

NOTICE TO MAINE APPLICANTS: 1T IS A CRIME TO KNOWINGLY PROVIDE FALSE, INCOMPLETE OR MISLEADING INFORMATION TO AN
INSURANCE COMPANY FOR THE PURPOSE OF DEFRAUDING THE COMPANY. DPENALTIES MAY INCLUDE IMPRISONMENT, FINES OR A

DENIAL OF INSURANCE BENEFITS,

95010 (7/07) 6
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NOTICE TO MARYLAND APPLICANTS: ANY PERSON WHO KNOWINGLY AND WILLFULLY PRESENTS A FALSE OR FRAUDULENT CLAIM
FOR PAYMENT OF A LOSS OR BENEFIT OR WHO KNOWINGLY AND WILLFULLY PRESENTS FALSE INFORMATIGN IN AN APPLICATION FCOR
INSURANCE IS GUILTY OF A CRIME AND MAY BE SUBJECT TO FINES AND CONFINEMENT IN PRISON.

NOTICE TO MINNESOTA APPLICANTS: A PERSON WHO FILES A CLAIM WITH INTENT TG DEFRAUD OR HELPS COMMIT A FRAUD
AGAINST AN INSURER IS GUILTY OF A CRIME.

NOTICE TO NEW JERSEY APPLICANTS: ANY PERSON WHO INCLUDES ANY FALSE OR MISLEADING INFORMATION ON AN APPLICATION
FOR AN INSURANCE POLICY IS SUBJECT TO CRIMINAL AND CIVIL PENALTIES.

NOTICE TO NEW YORK APPLICANTS: ANY PERSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY INSURANCE COMPANY OR
CTHER PERSON FILES AN APPLICATION FOR INSURANCE OR STATEMENT OF CLAIM CONTAINING ANY MATERIALLY FALSE
INFORMATICN, OR CONCEALS FOR THE PURPOSE OF MISLEADING, INFORMATION CONCERNING ANY FACT MATERIAL THERETO,
COMMITS A FRAUDULENT INSURANCE ACT, WHICH IS A CRIME, AND SHALL ALSO BE SUBJECT TO A CIVIL PENALTY NOT TO EXCEED
FIVE THOUSAND DOLLARS AND THE STATED VALUE OF THE CLAIM FOR EACH SUCH VIOLATION.

NOTICE TO OHIO APPLICANTS: ANY PERSON WHO, WITH INTENT TO DEFRAUD OR KNOWING THAT HE iS FACILITATING A FRAUD
AGAINST AN INSURER, SUBMITS AN APPLICATION OR FILES A CLAIM CONTAINING A FALSE OR DECEPTIVE STATEMENT 1S GUILTY OF

INSURANCE FRAUD.,

NOTICE TO OKLAHOMA APPLICANTS: WARNING: ANY PERSON WHO KNOWINGLY, AND WITH INTENT TG INJURE, DEFRAUD QR
DECEIVE ANY INSURER, MAKES ANY CLAIM FOR THE PROCEEDS OF AN INSURANCE POLICY CONTAINING ANY FALSE, INCOMPLETE OR

MISLEADING INFORMATION IS GUILTY OF A FELONY (365:15-1-10, 36 §2613.1).

NOTICE TO OREGON APPLICANTS: ANY PERSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY INSURANCE COMPANY OR
OTHER PERSON FILES AN APPLICATION FOR INSURANCE OR STATEMENT OF CLAIM CONTAINING ANY MATERIALLY FALSE INFORMATION
OR. CONCEALS, FOR THE PURPOSE OF MISLEADING, INFORMATICN CONCERNING ANY FACT MATERIAL THERETO, COMMITS A
FRAUDULENT ACT, WHICH MAY BE A CRIME AND MAY SUBJECT SUCH PERSON TO CRIMINAL AND CiVIL PENALTIES.

NOTICE TO PENNSYLVANIA APPLICANTS: ANY PERSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY INSURANCE COMPANY
OR OTHER PERSON FILES AN APPLICATION FOR INSURANCE OR STATEMENT OF CLAIM CONTAINING ANY MATERIALLY FALSE
INFORMATION OR CONCEALS FOR THE PURPOSE OF MISLEADING, INFORMATION CONCERNING ANY FACT MATERIAL THERETC COMMITS
A FRAUDULENT INSURANCE ACT, WHICH i$ A CRIME AND SUBJECTS SUCH PERSON TO CRIMINAL AND CIVIL PENALTIES.

NOTICE TO TENNESSEE, VIRGINIA AND WASHINGTON APPLICANTS: IT IS A CRIME TO KNOWINGLY PROVIDE FALSE, INCOMPLETZ OR
MISLEADING INFORMATION TO AN INSURANCE COMPANY FOR THE PURPOSE OF DEFRAUDING THE COMPANY. PENALTIES INCLUDE

IMPRISONMENT, FINES AND DENIAL OF INSURANCE BENEFITS.

NOTICE TO VERMONT APPLICANTS: ANY PERSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY INSURANCE COMPANY OR
OTHER PERSON FILES AN APPLICATION FOR INSURANCE OR STATEMENT OF CLAIM CONTAINING ANY MATERIALLY FALSE INFORMATION
OR, CONCEALS, FOR THE PURPOSE OF MISLEADING, INFORMATION CONCERNING ANY FACT MATERIAL THERETC, COMMITS A
FRAUDULENT ACT, WHICH MAY BE A CRIME AND MAY SUBJECT SUCH PERSON TO CRIMINAL AND CIVIL PENALTIES.

The undersigned authorized officer/manager of the applicant declares that the statements set forth herein are true. The
undersigned authorized officer/manager agrees that if the information supplied on this application changes between the date
of this application and the effective date of the insurance, he/she {undersigned) will, in order for the information to be
&ccurate on the effective date of the insurance, immediately notify the insurer of such changes, and the insurer may withdraw
or modify any outstanding quotations and/or authorizations or agreements to bind the insurance

Signing of this application does not bind the applicant or the insurer to complete the insurance, but it is agreed that this
application shall be the basis of the contract should a policy be issued.

95010 (7/07) 7
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All wntten statements and matenais furmshed to the insurer in conjunction with this application are hareby incorpotated by

Signed

( Apphcant) *
Date 2O /P~

Title AA g pre
{must be signed by Authorized Representative)

Attest
Broker
License Number

Address

APPROVED AS TO FORM
AND LEGALITY:
C_ S
Contract Administration/
Assistant County Attorney

95010 (7/07) 8




Shelby County, Tennessee
Statement of Activities

For the Year Ended June 30, 2011

Program/}(evcnu;‘s
Qperatifg Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Functions/Programs
Primary government:
Governmental activities:
Jeneral Government 68,21%,812 5 23,553,954 5 4,926,028 228,669
Hospital 36,816,000 — —
Planning and Development 6,061,205 868,854 5,554 431
Public Works 48,985 316 5,229,097 1,131,750 14,761,948
Corrections 1,608,821 — 1,323,644
Health Services 53,249,533 12,350,842 21,419,501 151,177
Community Services 83,537,389 865,347 75,843,478 469,765
Law Enforcement 152,448 879 8,375,562 1,277,829 265,264
Judicial 67,809,546 28,205,152 3,916,720 24,885
Other Elected Offictals 26,302,063 35,612,955 73,250
Education 387,692,028 - 1,431,168
Interest on debt 71,559,500 -
Total governmemal activities 1,004,290,792 115,155,763 116.897 799 15,901 708
Business-type activities:
Code Enforcement 10,3594 909 7.251,123 1,695,528
Fire Services 19,733,109 19,228,630 540
Corrections 56,737,346 48,279 566 36,852
Total business-type activities 86,863,364 74,756,315 1,736,920
Teta} primary government 1.091,156,156 $ 189 915,082 5 118,634,719 13,501,708
Compenent units:
Board of Education 469,908,036 3 37,215,857 $ 219,946,511
Shelby County Health Care Corporation 292,475,647 240,421,490 97,916,765
Agricenier Intermnational 3,504,123 3,274,705 5,566
Emergency Communications District 4,795.119 6,708,708 1,523,919
Toal compenent units 770,682,925 $ 287,620,760 5 319,392,761

The netes to the financial statements are an integral part of this statement

General revenues:
Property taxes - ievied for education
Property taxes - levied for debt service

Property taxes - levied for general government

Sales taxes

Business taxes
Hotel/Motel/Car Renta!} taxes
Wheel taxes

Litigation taxes

Beverage taxes

SEveience ana fneome taxes
Gasoline tax

Grants and contribytions not restricted for specific programs;

Payments from Shelby County
Orther sources {uses)
Unrestricted investment earnings

Extraordinary item . empioyee dishonesty Joss

Transfers, net
Total general revenves and transfers
Cheanges in net assels
Net assets - June 30, 2040 restated
Met assets - June 30, 2011

2




Net (Expenses) Revenues and

Changes in Nel Assets

Primary Govemment

Goveramental Business-type Compuonent
Activities Activities Total LUnils

{39.511,181; (39,511,181) -
{36,816,000) (36,816,000}
362,120 - 362,120
(27,862,741) - {27,862.741)
(285,177} - (285,177)
(19,328 013) - (19,328,013}
(6,355,299} - (6,359,299} -
{142,530,224) - {142,530,224) —
(35,568,789} - (35,568,785) -
9,384,142 - 9,384,142
{186,260,860) - (386,260,260) -
(71,559,500} (71,559,500) -
{756,335 5727) (756,335,522}
. (1,444,258) {1,444,258)
- (503,939} (503,939}
- (8,420,928) (8,420,928) ---
- (10,369,135) {16,369,12¢) .
(756,335 522) {10,369,125) (766,704,647}
(212,745,668}
- - - 45,862,608
- {223,852)
3,437,508
- - {163,669,404)
350,524,961 350,524,961
153,605,330 153,605,330
251,747,629 - 251,747,625 -
22,983,679 - 22,983,679 41 681,158
12,208,730 - 12,208,730
13,701,394 - 13,701,394 -
29,090,186 - 29,090,126
1,604,939 - 3,604,938 -
2,530,519 - 2,530,519
$92,835 992,835 -
9,866,129 9,866,129
- 150,509 489
- 5,746,747
3,703,351 22,979 3,726,330 1,506,461
{82,548} (82,548)
(10,557,788) | 10,557 783 -
/ﬂ%agi 10,580,764 854,500,113 199 443 §55
%’D 211,639 87,795,466 35,774,451
<0 36,339,153 {802,361,174) 458,814,421
(751,116,500 36,550,792 (714,565 708) 494 588 872

C,; & LJ" ID.
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Shelby County, Tennessee
Governmental Funds
Balance Sheet
June 390, 2011

Capital Projects

General Fund Debt Service Fund Fund
Assets:
Cash and cash equivalents $ 43,972,320 3 62,943,022 k3 108,637,280
Investments 30,250,000 41,000,000 38,022,226
Accrued interest receivable 1,147,808 27,304 vun
Property taxes receivable, net of
allowance for uncollectibles 279,179,640 148,777,446 -
Accounts receivable and accrued revenues 1,017,916 86,511
Due from other governmental entities 4,071,006 --- 91,927
Due from other funds 29,615,481 3,469,036 -
Deposits held by others 21,200 --- -
Notes receivable 340,235 4,603,033 2,325,000
Total assets 5 385,615,626 3 26(,506,552 $ 149,076,433
Liabilities:
Accounts payable and accrued labilities $ 9,582,654 b 805,098 $ 619,854
Accrued interes! payable - 398,586 -
Due to other governmental entities 11,012,120 - 571,485
Due to component units 2,377,650
Due to other funds 4,122,273 - ---
Deposits held for others 343,513 - 2,771,562
Deferred revenue 277,609,131 151,887,910 2,531,565
Claims payable, current 78,511 - ---
Taoual Liabilities 302,748,242 153,091,594 8,872 116
Fund balances:
Restricied 737,713 8,193,886 92,826,243
Committed 278,675 96,621,072 4,425,564
Assigned 215,871 42,952,510
Unassigned 85,635,125 e -—-
Totad fund balance 86,867,384 107,814,958 140,204,317‘
Total liabilities and fund balances $ 389615626 260,906,552 149,076,433

The netes 1o the financiai statements are an integral part of this statement,




Seot.P
Tofai Assets

Lo ot (M)

e F ——— )
(335414600 ) “Torac Eacudy|nur

Nonmajor Total
Governmental Governmental
Education Fund Grants Fund Funds Funds
g 832,258 9,338,878 22,339,508 s 248,103,663
109,272,226
. - 1,175,312
370,109,781 - 798,066,867
--- 14,787 895 1,744,081 17,636,413
24,749,277 1,769,120 30,681,330
1,358,285 — 1,333,548 35,776,350
4,966 638274 724,440
ee 2,345,491 e 9,613,779
$ 372,320,324 51,246,507 27,884,938 $ /7 1,251,050,380\\_ )
e
3 9,867,187 7,984,380 $ 28,859,213
- 308,586
3,938,818 45,085 409,906 15,978,314
1,791,508 4,169,158
28,783,043 2,038,596 34,943,912
1,687,723 698,274 5,501,072
366,589 99§ 27,062,698 25,712 825,707.014
- — . 78,511
372,320,324 67,446,636 11,156,868 815,635,780
- 5,438,738 16,728,070 123,924,650
- 104,325,311
43,168,381
s (21,638.867) 63,996,258
p———
(16,200,129) 16,728,070
\__‘L‘HJ____,.._
3 372,320,324 51,246,507 27,884,938 g 1,251,050,380
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Shelby County, Tennessee

Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances

For the Year

Ended June 30, 2011

Revenues;

Property taxes
Other local taxes
State revenue
Federal and local revenue
Charges for services
Fines, fees and permits
Other revenue
Investment income

Total revenues

Expenditures:

Current
General Government
Hospital
Planning and Development
Public Worls
Coirections
Health Services
Communrity Services
Law Enforcement
Judicial
Other Elected Officials
Education

Debt service and related cost

Capitel outlay: capital projects
Total expenditures

Excess {deficiency) of revenues
over (under) expenditures

(ther financing sources {uses):
Transfeis in
Transfers out
Refunding bends issued
Premium on bonds issued
Payment 1o refunding bond escrow agent
Long term debt issued other than bonds
Sale of capital assets
Insurance recoveries
Total other financing sources (uses)

Extraordinary item:
Employes dishonesty loss

Net change in fund balances
Fand balances June 30, 2010

Fund balances June 30, 2011

Capital Projects

Creneral Fund Debt Service Fund Fund
3 240,027,270 147,047,410 $
36,481,924 35,372,934 e
17,585,648 s 106,913
4 508,066 3,538,587 1,760,725
3,720,574 136,000 102,230
64,386,433 - -
1,067,862 812,338 -
407,728 467,758 529,679
368,185,505 187,375,028 2,499 547
28,268,211 P -
36,816,000 - -
363,064 -
15,275,332 -
24,708,151 - 106,009
8,083,043 310,500 -
142,512,618 P 1,317,085
60,638,382 -- -
25,038,082 - 11,600
- 183,240,991 —nn
e -— 37,035,762
345,704,085 183,551,491 38,469,856
22,481,420 3,823,537 (35,970,309
1,373,506 746026 5,489,2¢
(14,517,504} (6,916,000) (942,721)
--- 73,795,000 -
——— 6,892,922 -
- {79,770,0600) -
- - 67,260,000
243,250 . 28,538
110,947 - o
(12,789.401) 1,462,186 74,835,017
{982,548 - -
8,709,471 5,285,723 38,864,708
78,157,913 102,529,235 101,339,606
$ 86,867,38_1 107,814,958 b 140,264,317

The notes to the financial statements are an integral part of this statement,

C-8




Nonmajor Total
Governmental Governmental
Education Fund Granis Fund Funds Funds
344,434 029 e ) 731,508,709
7,717,112 13,819,173 93,391,143
- 66,255,893 20,350,763 104,339,217
52,063,266 43,544 61,914,188
- 1,990,956 2,958,117 8,907,877
- 297,364 6,591,668 71,275,465
-—- 1,026,447 2,195,161 3,101,809 .
83,345 77,034 1365544 h, ¢ Sk O,
352,151,143 121,757,271 6035460 1078003550 % " - Torel
N —’ @emm*-‘gé/
4,362,993 17,580,538 50,211,742
e - -— 36,816,000
- 6,335,038 - 6,698,102
7,775,144 13,616,200 4{,666,685
.- 1,458,284 — 1,458,284
24,297.356 3,943,502 53,055,020
74,835,379 83,229,822
- 1,604,250 2,783,510 148,217,763
4,523,078 — 65,161,460
50,000 404 862 25,503,944
361,288,000 — 361,288,000
- 183,240,991
--- - — 37,035,762
361,288,000 125,241,522 38,328,621 1,092,583,575
(9,136,859) (3,484,251 7,706,839 (14,579,623)
4,862,892 663,248 22,849,512
(2,063,861 (9,228,658) (33,668,744}
- 73,795,000
- 6,892,922
- (7%,770,000)
— 67,260,000
- 1,200 13,375 286,363
-—- 12,497 24,243 147,687
ee 2,812,728 (8,527,7%2) 37,792,738
(982,548) ,
| :)L" ot D
(9,136,859 (671,523) {820,953) ¢ 42,230,5?)/ Oy e«'e.-@b
N N
0.136.859 (15.528,606) 17,549,023 293,184,033
- {16,200,129) 16,728,070 3 335,414,600

C-9




AUE] American International Companies®

Narne of Insurance Company to which Application is made (herein called the "Insurer™)

Commercial Crime Policy and
Governmental Crime Policy

Crime Loss Detail Questionnaire

Section A.
GENERAL INFORMATION:

Named Applicant: Shelby County, Tennasses
Principal Address: 160 N. Main, #1150, Memphis, TN 38103
Section B,

LOSS DETAILS

Please provide the following details for all claims in the past 6 years, whether reimbursed or not.

1. Date of loss. 04/21/2011
2. Daliar amount of loss, 1,063,903.20
3. Tvpe of loss {employes theft, robbery/burglary, etc.). employee theft
4. How did the loss oceur?
employea wrote checks to his own company or other party for excess funds collected when property was sold at tax .
sale .
5. How long did the loss ocour before it was discovered? May 2008 - March 2011
8. How was the ioss discovered and by whom?
Attorney for former owner of property that was sold at tax sale requested payment of excess praceeds from the sale
of the property. It was discovered that those funds had been dishursed improperly; this discovery and name of payee
led to additional improper disbursements.
7. Did the loss occur dus to IR lack of internal controls or [Rthat established procedures were not being followed?
8. What contuls/procedures would have prevented the lass or resulted in earlier detection of the loss?
Countersignature of checks by proper level of staff; verification of court documents for funds disbursemant
Future disbursements to require check to be payable to attorney and taxpayer; establish a shared drive betwsen
Trustee & Chancery Clerk's office; document to be verified as originaf and must include court order. Ses attachment,
9. What correctives have besn implemanted?
Countersignature of checks by proper level of staff; verification of court documents for funds dishursement
utyre disbursements to require check to be payable to attorney and taxpayer; astablish a shared drive betwseen
Trustee and Chancery Clerk's office; document to be verified as ariginal and must include court order, Emall attached,
10.  Did the individual involved have any prior dishonesty? Yes [0 No
11, Were charges pressed against the individual? Yos [J No B3
12.  To what degree wera background checks conducted prior to the loss?
Prior employment (X Reference checks [3 Criminal records [0 credit history [J rug testing
13, After the loss?
Prior employment [] Reference checks [J criminalrecords [J  Credit history [  Drug testing
99871 (8/08) 1

® American International Group, Ine, Al rights resarved,




AlG American International Companies®

4. Any recovery/salvage?

u claim.
Signed % W
Applicant)
Date O ~LE~ >
Title /’4/41//0')@_

(must be signed by Authorized Representative)

APPROVED AS TO FORM
ND LEGALITY:
cS

Contract Administration/
Aasgistant County Attorney

99871 (8/08) )
© Arerican International Group, Inc. Al rights reserved.
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"THE COMMERCIAL APPEAL - o

Mamphis, Tennessee  Read more al commercialappeal.com

Second man in Chancery Court embezzlement
case gets 46 months in prison

By Lawrence Buser

Originally published 11.52 2.m., June 8, 2012
Updated 11:03 p.m., June 8, 2012

A second man invclved in the embezzlement of more than $1 million from Chancery
Court was sentenced Friday to just under four years in federal prison.

Correy isom, 36, pleaded guilty earlier this year to three felony counts involving
conspiracy, theft and meney-laundering of tax foreclosure funds in a scheme with an

employee of the court clerk's office.

Isom was sentenced to 46 months in prisen, which was on the low end of the federal
sentencing guidelines. He could have been senienced to as much as 57 months.

In March, former Chancery Court bookkeeper Brandon Gunn, 47, was sentenced to
four years in prison for engineering the scheme in which he wrote checks on the court’s
account to bogus companies which Isom, a former restaurant employee, then cashed

and split with Gunn.

Gunn wrate some 38 checks worth more than 31 million during the scheme from 2008
to 2011. Authorities said Gunn always had Isom cash the checks between 11 a.m. and
noon to be sure Gunn would answer the phone at the clerk’s office when the hank

called to get approval.

"They stoie from Chancery Court and they were very successful in doing that for a
period of time," said U.S. Dist. Judge Jon McCalla. “This wasn't a single event. This

was a series of checks written over a period of time."

The embezzlement scheme came 1o light when one homeowner seeking to claim a
surplus tax payment discovered that it had been paid to a company set up by Gunn.

Gunn said he targeted old tax accounts, including some that had gone unclaimed for

as many as 17 years.

When he first was caught, he tried to pay back money by stealing even mare money.
Isom has failed or missed several court-ordered random drug screens this year, but will

remain free until he receives orders from the Bureau of Prisons when and where to
report to begin serving his sentence. That typically takes about four to six weeks.

http://www.commercialappeal.com/news/2012/jun/08/second-man-chancery-court-embe... 6/12/2012



Iscm and Gunn both are ordered to make restitution of $1,083,903.20, including
$884,306.61 to Traveilers Insurance and $179,596.59 to Shelby County.

After the systematic theft was discovered, the county said it began implementing new
financial software and other office accounting measures. A Chancery Court policy now
says there must be two signers on every check and high-level officials in the office

must sign all checks greater than $5,000.

- Lawrence Buser; (907) 528-2385

©® 2012 Scripps Newspaper Group — Oniing

http://www.commercialappeal.com/news/2012/jun/08/second-man-chancery-court-embe... 6/12/2012



BUE American International Companies®

Name of Insurance Company to which Application is made {herein called the “Insurer”}

Commercial Crime Policy and
Governmental Crime Policy

Crime Loss Detail Questionnaire

Section A.
GENERAL INFORMATION;

Namad Applicant: Shelby County, Tennessee

Pringipal Address: 180 N. Main, #1150, Memphis, TN 38103
Section B.

LOSS DETAILS
Piease provide the following detaits for all claims in the past & ygars, whether reimbursed or not.

Date of loss. Sept. 2008 - Feb, 2008

Dollar amount of loss. $4,000+

Type of loss {smployse theft, robbery/burglary, etc.). _employee theft

BoW A e

How did the loss ocour?
altering checks

5, How long did the loss oceur before it was discovered? Sept 2008-Feb. 2009

8. How was the loss discovered and by whom?
Atrtorneys would provide blank checks to be filled out by employess upen caleulation of proper fees

7. Did the ioss occur dus to {2 lack of interna! controls or Bdthat established procedures wers not being followed?
8. What controls/procedures would have prevented the loss or resulted in earlier detection of the loss?
Reguirment of Jaw firms to complete checks, not provide a blank check to the office.

9. What correctives have been implemented?
All checks submitted to the office must be fully completed.

10.  Did the individual invelved have any prior dishonesty? Yes [ Ne B
11.  Were charges pressed against tha individuai? Yes B Ne O
12.  To what degree were background checks conducted prior to the loss?

Prior employment [X] Reference checks (] Criminal records [}  Credit history [ Drug testing
13.  After the loss?

Prior employment [ Reference checks [] Criminalrecords [  Credithistory [J  Drug testing

99871 {8/08) 1
@ Armerican International Group, Inc. All rights reserved.
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t4.  Any recovery/salvage?

mpanies®

ordered probation and restitution, paid restitution and had not paid the cost of investigation.

deceased July 12, 2011

Signed .
{Applicant}

Date Nl R e

Title Mgz

{must be signed by Authoriz

98871 (8/08)

ed Representative)

APPROVED AS TO FORM
LEGALITY:

Contract Administration;
Assistant County Attornsy

z
& American International Group, Inc. Al rights reserved.
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Millington Shooting Leaves
Neighbors Baffled
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Milingtan, Tr - A dey after yeliow crime \ape enciosad a
Millington home atter a double shooting, neighbors stil
baffled,

"It was a shock because we've known them for such a long
time. | believe they'd been there a1 Joast ten years,” sgid
neighbat Perry York

ORI, b ! LW, O Yar old rtired Merrphis Police Captain Troy Danlél died
. M N ol = g e scene, and his wite, 51 year old Regina Danis! was
i airlifted ta the Med In critical condition, investigators say
Like shots had been firec inside the Walsh Road home Friday =~ -~ (o ed ! 2ot
night at areund 6:36.
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bR TL A

Investigators have not confirmed whether the incident was an atlermnpted murder-suicide.

' "Teey had had & couple strokes and heart attacis in the last few years...he wasn' able (o de things he'd done in the past
and I'm sure he was depressed gbout that,” said Yori_

| The stroke caused pargiysis to Daniel's right side and he was using a cane and whesichalr at times, Neighbors say the
i B i & ai imes.
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David Lenoir
Shelby County Trustee

Subject: Cash and Check Payment Processing Policy

Policy Number: 16 Version: 5 Department; Operations

Document Type: Policy Document Owner: Director of Operations

Created Date: 10/09/2000 Affected Departments: Branches, Customer

Service, Customer Service/Remittance,

Remittance :
Status: 111212010 Readers: Remittance; Operations Director:

Branches; Operations Manager ‘

Approvers: Chief Administrator

Effective Date: 10/09/2000 Ravised Date: 11/1/2003

Purpose: Te communicate the Trustee policy in regards to telier
processing of cash and checks. :

Scope: This policy affects all branches as well as the main office.
Branches will continue deposit cash and “failed” checks
manually.

Policy: Payment Processing

» Payments will be cashiered into the STAR systemin .
accordance with established and approved procedures.

Cash

*» Tellers will be provided an initial amount of cash in
his/her assigned cash drawer. They are responsible for
obtaining sufficient quantities of change and small bills
throughout the day.

Cash drawers will be locked when not in use.

All cash is subject to audit at any time.

Tellers will not have access to the same cash drawer.,
Access to keys will be closely controlled by Remittance
dual control,

* Ifacashier is asked to work out of another teller drawer
or a new teller drawer, all monies will be “dua! verified"
(two people count the cash in the presence of each
other). A teller sheet (attachment 1) will be completed
recording the amount of cash in the drawer. The teller
sheet will be signed by each person and kept on file by
the Remittance Supervisor.



if a cashier will be absent for more than 3 days, dual
verification of cash will be conducted at the end of the
last day at work. '
Unexpected absences of more than 3 days will require
dual verification of cash by the Remittance Supervisor
and another person. :
The initial cash amount in an assigned drawer will be.
declared in the STAR system.

Any suspicious bill received at the teller counter will be
tested to verify authenticity. Procedures to detect
counterfeit bills will be followed. If a teller acceptsa
counterfeit bill because of failure to follow procedures,
that teller will be required to reimburse the cash drawer
for that amount. :
A maximum of $3,000 will be kept in the teller drawer.
Interim deposits will be made to ensure that amount is
not exceeded.

A copy of the deposit slip will be kept by the teller for
balancing all cash deposited at the end of the day.
The teller sheet and daily balancing report will be
submitted to the Head Cashier by the end of the day.

Checks

Checks should be made payable to David Lenoir or _
Shelby County Trustee.

Checks will be accepted if made payable to both the
taxpayer and David Lenoir. However, the taxpayer must
endorse the check.

Checks made payable to the Tax Assessor (any amount)
must be endorsed by the Assessor to David Lenoir or
Shelby County Trustee for application to taxes.

Third party checks will not be accepted from taxpayers.
Counter checks (no encoding for account or check
number) will not be accepted. -
Trustee warrants issued as a refund and made payable
to the taxpayer can be applied to the taxpayer's open
taxes. The check must be endorsed by the taxpayer.
Checks made payable for an amount greater than tax
due will be applied as an overpayment and a refund
issued no sooner than 6 business days from application.
Change will not be returned to taxpayers from excess
check amounts.

Unsigned checks for an amount of $100 and less can be
applied to taxes as if the check was signed in accordance
with depository bank policy.

Unsigned checks exceeding $100 will be returned to the
payer for signature. Notes will be added to STAR to



document action taken by Remittance personnel. A letter
of explanation and the check will be returned to the :
taxpayer. Both documents will be imaged. .

* Mailed, incomplete checks (dollar amount or written -
amount missing) will be returned to the taxpayer with'an
appropriate letter of explanation. The letter and check
will be imaged before mailing. Notes will be entered in
STAR to document action taken. '

 Blank checks mistakenly mailed by the taxpayer will be
voided by the Remittance Supervisor. Contact wili be.
made with the taxpayer to explain why the check was
voided and being returned. Notes will be entered in :
STAR to document action taken. A letter of explanation
will accompany the returned check. The letter and |
voided check will be imaged before mailing.

Imaging

» All checks will be imaged at the counter as part of the
processing. images will be immediately available for
research and reference. -

Balancing

¢ Teller drawers will be balanced at the end of each
workday.

» Overages and shortages in drawer cash amounts are

addressed in the Teller Differences Policy.
Deposits

» Deposits of cash and checks payments will comply with
established procedures. .
» Dual control procedures will be followed in securing daily

deposits, i.e., deposits will be locked in the dual contro}
vault.

Permissions: A system change request must be completed and forwarded
to the STAR Administrator to establish cashiering rights.

Cashiering 2 rights are appropriate for non-supervisory .

personnel. View only access is necessary in Till
Maintenance to view till status throughout the day.

Procedure: Cash and Check Payment Processing Procedure

Related Documents/Forms: N/A

References: Teller Differences Policy
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David Lenoir
Shelby County Trustee

Subject: Roving Cashier Operations - Policy

Policy Number:  Version: 1 Department: Operations '
Document Type: Policy Document Owner: Director of Operations
Created Date: 10/20/2010 Affected Departments: Customer Servics,

Remittance, Systoms, Systems/Software

Status: 11/05/2010 Readers: Remittance; Customer

Approvers: Chief Administrator

Service/Remittance; Roving Cashier

Effective Date: 11/05/2040 Rovised Date: 11/05/2011

Purpose:

Scope:

Policy:

To establish guidelines and controls for payment acceptance
associated with roving cashier branch collections.

This policy specifically applies to roving cashier collection activities/
equipment/systems, not to Main Office cashiers or cashiers at
dedicated processing facilities.

General Information

The Trustee provides seasonal branch locations for the convenience
of taxpayers who choose to pay their property taxes in person. Each
seasonal branch has a specified day of the week for coliection activity
beginning the first Monday in October, and ending the last business
day in February of the following year. The schedule of days and -
hours of operation for each location is published on the Trustee’s
website, on the back of the tax notice, and in the Trustee's tax
brochure. .
The following seasonal branch locations are staffed by a Roving
Cashier who travels to each branch on its specified coliection day(s).
> Bartiett City Hall

> Collierville Town Hall

» Germantown City Hall

> Regions Bank, Whitehaven

Payments for taxes will be accepted at seasonal branch locations
beginning the 1* Monday in October each year through the iast
business day in February of the following year, unless otherwise
directed by the Trustee. Payments are accepted in the form of -




e

cash, check, and credit card. Automated payment kiosks are
avallable at most roving branch locations. Checks and credit card

payments will be electronically processed at the kiosk whenever it
is possible to do so. »

It is the responsibility of the Roving Cashier to safeguard all money
and any Trustee assets including cash, checks and computer _
equipment. Cash and checks must be stored in a secure location
out of sight and reach of the public. :

All payments accepted in the seasonal branches must be :
processed into the Trustee Accounts Receivable System by the
close of the same business day.

A transaction made-in-error will require supervisory or manageriat
assistance at the time the transaction is posted into the Trustee
Accounts Receivable System. In order to establish a clear audit
trail of the transaction, a transaction cannot be reversed or voided
from the seasonal branch location.

Reconciliation of manually processed checks and cash will be .
performed periodically throughout the day as time permits, and’
reconciliation of all payments will be performed at the close of -
business. The Daily Balancing Report and a copy of the deposit
slip will be faxed to the Remittance Supervisor before leaving the
host facility each afternoon. Deposits of cash and manual checks
will occur immediately following reconciliation, and wiil be deposited
in the nearest bank in which the Trustee has a business '
relationship. The roving cashier shall not travel unnecessary
mileage while carrying the daily deposit.

All equipment and supplies including, but not limited to, the laptop
computer, rolling carry-all case, cash box, night-deposit keys,
scanner, surge protector, power and connection cords, and receipt
books, shall be checked out the and returned to inventory under
dual control via a written record or log in the Systems and :
Remittance areas. Beginning cash in the amount of $200.00 will be
disbursed to the Roving Cashier the evening prior to the first day of
seasonal operations, and returned to Remittance the evening of the
last business day of tax season.

In the event damage or loss is incurred by the Trustee as a result of
employee negligence, the employee will be required to reimburse
the Trustee for the loss or damage. '

The Remittance Supervisor or above will conduct an audit of the
receipt books prior to their release to the roving cashier, and




immediately upon their return. In addition, a surprise audit of cash
may be performed at any time during the tax season.

The Roving Cashier should report to each branch assignment at
least 15 minutes prior to the established hours for collection. In the
event the Roving Cashier is unable to report to a specific location at
the specified time, he/she wiil cali the director of the facility with.
information about late arrival. :

If the Roving Cashier is unable to report to work for any reason; the
Operations Director must be contacted at least one hour prior to the
beginning of the workday. '

Systems will be responsible for: contacting the host facilities at
least one month prior to tax season to ensure workspace ‘
availability; ordering connectivity service with firewall protection;
installing all necessary software, connecting peripheral equipment,
and thoroughly testing functionality; setting up workstations at each
location; re-testing connectivity and functionality; training the
Roving Cashier in-house one week prior to tax season;
accompanying the Roving Cashier the first hour of operation for
each location to test payments and ensure all functions are working
properly. :

Procedure: Roving Cashier Operations - Procedure

Related Documents/Forms:

Cash and Check Paymen Processing Polic

Cash and Check Payment Processing Procedure

Teller Differences Policy
Teller Differen Procedure

Payment Processing Policy
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Al G American International Companies®

Name of Insurance Company to which Application is made therein called the "Insurer®)

Commercial Crime Policy and
Governmental Crime Policy

Crime Loss Detail Questionnaire

Section A,
GENERAL INFORMATION:

Named Applicant: Shelby County, Tennesses

Principal Address: 160 N. Main, #1150, Memphis, TN 38103
Section B,

LOSS DETAILS

10.
11,
12,

13.

Please provide the following details for all claims in the past & years, whether reimbursed or not.

Date of loss. 04/21/2011

Dollar amount of loss.  1,083,903.20
Type of loss {employee theft, robbery/burglary, etc.). employee theft
How did the loss ocour?

employes wrote chacks to his own campany or other party for excess funds collected when property was sold at tax .
sale .

How long did the loss ocour before it was discoverad? _May 2008 - March 2011
How was the loss discovered and by whom?

Attorney for former owner of property that was sold at tax sale requested payment of excess proceeds from the sale
of the property. It was discovered that thoss funds had been disbursed improperly; this discovery and nama of payee

led to additional improper disbursements.

Dig the loss occur due to ] lack of internai controls or Rthat established procedures were not being followed?
What controls/procedures would have prevanted the loss or resulted in sarlier detection of the loss?
Cauntersignature of checks by proper ievel of staff: verification of court decuments for funds disbursement
Future disbursements to require check to be payable to attorney and tax er; establish a shared drive between

Trustee & Chancery Clerk's office; document to be verified as original and must include court order, See attachment.

What correctives have been implemanted?
Countersignature of checks by proper level of staff: verification of court documents for funds disbursement
uture disbursements to require check to be ayable to attorney and texpayer: establish a shared drive between

Trustee and Chancery Clerk's office; document to be verified as original and must include court order, Emall attached.

Did the individual Involved have any prior dishonesty? Yas 3 No X
Were charges pressed against the individual? Yes [J No @
To what degree wera background checks ¢onducted prior to the loss?

Prior employment [ Reference checks [] Criminal records [J  cCredithistory [J Drug testing
After tha loss? :

Prior employment [] Reference checks [] Criminal records (O Credithistory [J  Drug testing

99871 (8/08) 1
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American Intemational Companies®

14, Any recovery/salvage?

Employee and.-accomplice.plead guilty, sentenced and restitution ordered.

See attached summary of claim.

Signed

{Applicant)
Date

Title
(must be signed by Authorized Representative)

99871 (8/08) 2
© American International Group, Inc. All rights reserved.
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Second man in Chancery Court embezziement
case gets 46 months in prison

By Lawrence Buser

Originally published 11:52 a.m., June 8, 2012
Updated 11:03 p.m., June 8, 2042

A second man involved in the embezzlement of more than $1 million from Chancery
Court was sentenced Friday to just under four years in federal prison.

Correy Isom, 36, pleaded guilty earlier this year to three felony counts involving
conspiracy, theft and money-laundering of tax foreclosure funds in a scheme with an
emplioyee of the court clerk's office.

Isom was sentenced to 46 months in prison, which was on the low end of the federal
sentencing guidelines. He could have been sentenced to as much as 57 months.

In March, former Chancery Court bookkeeper Brandon Gunn, 47, was sentenced to
four years in prison for engineering the scheme in which he wrote checks on the court's

{ account to bogus companies which lsom, a former restaurant employee, then cashed
and split with Gunn.

Gunn wrote some 38 checks worth more than $1 million during the scheme from 2008
to 2011. Authorities said Gunn always had Isom cash the checks between 11 a.m. and
noon {o be sure Gunn would answer the phone at the clerk's office when the bank
called to get approval.

"They stole from Chancery Court and they were very successful in doing that for a
period of time,” said U.S. Dist. Judge Jon McCalla. "This wasn't a single event. This
was a series of checks written over a period of time."

The embezzlement scheme came to light when one homeowner seeking to claim a
surplus tax payment discovered that it had been paid to a company set up by Gunn.

Gunn said he targeted old tax accounts, including some that had gone unclaimed for
as many as 17 years.

When he first was caught, he tried to pay back money by stealing even more money.
Isom has failed or missed several court-ordered random drug screens this year, but will

remain free until he receives orders from the Bureau of Prisons when and where to
report to begin serving his sentence. That typically takes about four o six weeks.

http://www.commercialappeal.com/news/2012/jun/08/second-man-chancery-court-embe... 6/12/2012
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Isom and Gunn both are ordered to make restitution of $1,063,903.20, including
$884,306.61 to Travellers Insurance and $179,596.59 to Shelby County.

After the systematic theft was discovered, the county said it began implementing new
financial software and other office accounting measures. A Chancery Court policy now
says there must be two signers on every check and high-level officials in the office
must sign all checks greater than $5,000.

-- Lawrence Buser: (901) 529-2385

© 2012 Scripps Newspaper Group — Online

http://www.commercialappeal.com/mews/2012/jun/08/ second-man-chancery-court-embe... 6/12/2012
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Name of Insurance Company to which Application is made {herein called the "insurer”}

Commercial Crime Policy and
Governmental Crime Policy

Crime Loss Detail Questionnaire

Section A,
GENERAL INFORMATION:

Named Applicant: Shelby County, Tennessae

Principa! Address: 160 N. Main, #1150, Memphis, TN 38103
Section B,

LOSS DETAILS

Please provide the following details for all claims in the past 6 years, whether reimbursad or not.

1, Date of loss, Sept. 2008 - Febh, 2008
2. Dollar amount of lose.  $4,000 +
3. Type of loss (employse theft, robbery/burglary, etc.). _employee theft
4, How did the loss occur?
altering checks
5, How long did the loss occur before it was discovered? _ Sept 2008-Feb. 2009
6. How was the loss discovered and by whom?
Attorneys would provide blank checks to be filled cut by employess upon calculation of proper fees
7. Did the loss occur dus to [B) lack of internal controls or Hthat established procedures were not being followed?
8. What controls/procedures would have prevented the loss or resulted in earlier detection of the loss?
Requirment of law firms to complste checks, not provide a blank check to the office.
9. What correctives have been implemented?
All checks submitted to the office must be fully completad.
10.  Did the individual involved have any prior dishonesty? Yes [ Ne R
11, Waere charges pressed against the individual? Yes D No J
12.  To what degree were background checks conducted prior to the loss? _ .
Prior employment Reference checks [] Criminal records [ Credit history [J  Drug testing
13.  After the loss? .
Prior employment [] Reference checks [ Criminal records 0 credithistory [ Drg testing
98871 (8/08) 1
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14.  Any recovery/salvags?

decessed July 12, 2011

aYI€] American International Companies®

ordered probation and restitution, paid restitution and had not aid the cost of investigation.

LS0C =3 nion, paid restitution and had not paid the cost of investig:

Signed

Date

(Applicant)

Title

98871 (8/08)

{must be signed by Authorized Representative)

2

© American international Group, Inc. All rights reserved,
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| Millington Shooting Leaves
Neighbors Baffled
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Millingten, Tn« A tay after ysilow crime tape enciosed a
Millington home after & double shooting, neighbors stlli
baffiad,

"itmnmbecauamhkrmmmwaw
time, | befieve they'd been there at leaznt ien years * said
naeiphbor Petry York,

63 year old retired Memghis Pollce Captain Troy Danlel disd
on the scens, and his wife, 51 year oid Repina Deniel was
airliftad to the Mad in eritical condition, Invests
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Investigators have not confimed whathar the incident was an attempled murder-suicida,
"Troy had had B couple strokes and heaﬂamuminmalutfewmrs...hnwaan‘tabietodowngshe‘ddmainﬁu past

The stroke causad paralysis o Daniel's right side and he was using & cane and wheaichalr at imes. Neighbors say the
i ek o tirmes.
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Top News
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t

" November 23, 2011

To the Chairman and Members
Shelby County Board of Commigsioners and
the Mayor of Shelby County, Tennesses

In planning and performing our audit of the financtal statements of the governmental
activities, the business-type activities, the aggregate discretely presented compenents units,
each major fund, and the aggregate remaining fund information of Shelby County, Tennesses
{the County) as of and for the year ended June 30, 2011, in accordance with auditing
standards generally accepted in the United States of America, we considered the County's
internal control over financial reporting {intemal contiral) a8 a basis for designing our audiing
procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectivaness of the Couniy’s imternal control,

Accordingly, we do not express an opinion on the efiectiveness of the County’s intemnal
control.

Howsver, during our audt, we became aware of several matters that are opportunities for
strengthening infarnal controls and opereting efficiency. The memorandum that accompanies
this letter summarizes our comments and suggestions regarding those matiers. We
previousty reported on the County's internal control in our report dated Novembar 23, 2011,
This lstter does not affect our report dated November 23, 2011, on the fingncial stetements of
the County. :

The County's written response, If provided, fo the comments identified has niot been

subjecied to the audit procedures appied in the audit of the financial statements and,
accordingly, we express no opinion on them,

We will review the status of these comments during our next audit engagement. We have
already discussed many of these comments and suggestions with various County parsonnel,
and we will be pisased to discuss them in further delall at your convenience, to perform any
additional study of these matiers, or io assist you in implementing the recomimendations.

Sincarely, w s LU;«JL/ PLLC

Sl

: |
w7 -1‘ fo ] :;.-:'/ 4 .!_,

1681 Aaron Bronnier Drive, Sta. 800 . Memphis, Tennssses 35120 (BOT) 76Y-2720 o Fax: (901) BRI-T120 . www. wicras. com
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Mana ont Letter Pol

neral Sessions Court Clerk — Civll

1. The General Sessions Count Clerk, Civil division uses a general ledgar system

and ather sofiware packages to pedom various accounting functions for the
Clerks’ office. The cycle of transactions through each software program causes
overstated balances in various accourts, The volume of Ytransactions has
creafed difficully in reconcifing general ledger accounts. As a result of these
iseues, certain accounts are more Hiely to contain incomect balances and could
potentially concaal fraud. .

We recommend that the Cleris office evaluate its entire accounting software
system and make necessary changes to ensure a system that is established,
reliable, ahd maintains proper safeguards.

. At the end of the year, General Session Court Clerk, Civil division could ot

provide subsidiary Jedgers fo support liabilities listed on the general ladger,
These ledgers are crucial in reconciling the amounts owed to individuals.

We recomimend that the subsidgiary iedgers be made avsiable and reconciled to -
the genaral ledger on a monthly basis, If adjustments must be made, then make
the necessary adjustments.

Response (lflems 1 — 2): This audit repressnis fimdings applicable o the
management undsr previous General Sessions’ Clerk. Edward L. Stanton, Jr.
was appointed August 2611 as General Sessions Clsrk Pro Tempore. Under his
faedership, changes were made in management and the organizational structure
wes changed for the bookkeesping/accounting ares for both Civil and Criming/
divisions. These changes will ensure the infegrity of the financial reporting
fools/data and refated reconcilistions. In addition, the Givil accounting staff

- recsived additional treining on the functionaiities of the ACS system fo utiize

raporting tools, which they were not familiar with. ACS is working to develop
various report modifications fo provide sub-ledgsrs and is perforrsing  an
evaluation of the SQL scripts, which may be creafing some of the out of balance
issues in various acoounts, .

. The Clerk maintsins undetiverable funds which have not been remitted o the

recipient. According to Tennessiee Code Annotated 66-28-110, property thai has
remained unclaimed by the owner for more than one (1) year is presumed o be
abandoned, except property in the custody or controt of any state of federal court
in any pending aclion, Tennessse Code Annotaied 66-29-113 requires that a
report on abandoned property be filed with the State and Tennessee Cods
Annotated 66-28-116 requires payment or delivery of the abandoned propeny to

bﬁrﬁtﬂt&%’feasurerr—iﬁ»a&ditien:#ennesse&@ede—ﬁ:mafafed%ﬁ%—%-&{d}




states that property paid or delivered to the Stale Treasurer shall include all
interest eamed on the account through the day the proparty is paid or delivered
to the State Treasurer,

We recommend that the Tennesses Code Annotafed be followed and funds be
properly remiffed to the State Treasurer.

Respanse: General Sessions Civil Court management agrees with the finding.
Procedures are in place to ideniify alf untisimed funds and the appropriats
notification will be provided, There was a pasl ruling established applicable fo
these funds, which was uesd for justificafion fo hold the funds, However, County
afforney has provided the loffowing stafement for the disposition of unclaimed
funds held by Genevral Sessions Clerk of Court: “The provisions of Tenn. Code -
Ann. § 5-8401 of s6q. persining fo “unclaimed funds® and the pirovisions of the
Uniform Disposifion of Unclaimed Property Aot (UDUPA) essentially provide thet
the county treasurer, or the state froasurer, is the custodian of uncisimed funds
paid over by the clerk, to hold untii claimed by the rightful cwner. However, & is
fhe conclusion of this office that the provisions of the UDUFA, Tenn. Code Ann. §
668-29-101 of seq., enacled by the legisiefure in 1978 that requis untlaimed
funds held for more than one (1) yesr %o be reporied lo (he slate, apply {o
unciaimed funds hold by the General Sessions Court Clerk and suparsede the
provisions of Tenn, Code Ann. § 5-8-401 gf sog. which date back lo the 1860°s8."

. Bank raconciliations were performed on a monthly basis but were not completed
comectly. This resulfted in an adjusting entry of approximately $500,000.

We recommend that all bank reconciliations be reviewed for complateness and
accuracy on a monthly besis end reconciled using the ACS general ledger
systam,

Response: General Sessions Chil Court (GS) management agress with fhe
finding and the recommended procedures will be implemented. Please nols the
review relafive fo the bank reconcilialions corrections subseqguent fo the external
audilor revisw identified oufstanding checks as of the June 30, 2011, which had
cleared. Therefors, the smount has heen reduced from approximately $500,000
to $281,875. GS is confinuing fo research and idenlify the checks that have
Cleared the bank buf not marked cleared in the ACS sysfem and other reconciling
items, which is oversiating the report used for the oulstending checks and
general fedger cash o bank variances.




Chancery Court

1. The comprehensive listing of Sunde held for others did not reconcile to the
pensral ledger balance. We recommend that the comprehensive fisting be
reconciled fo the general ledger monthly in order fo ensure a complets listing.

Response: The Chancery Court Clark is working closely with the Shelby County
Intemal Audifors o resolve thess matters and significant progress has been
madea,

Sheriff's Office
1. Bank reconciliations were nat being performed on a monthly basis.

Response: During an employee's losve of absencs severs! bank reconciliations
were nol being peiformed on a monthly basis. As of October 2013, the past bank
reconcilfations were completed and reconciifations are now being performed on &
timely basis each month.
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Horton, Louise

From: Evans, Adrienne

ent:  Friday, August 19, 2041 4:27 PM
ol Horton, Louise, Evans, Adrienne
Cc: Cates, Tommy

Subject: RE: RE: Tax Sale Shared Drive Process-Chancery Court Internal Control Study
| failed to add a key recommendation:

Chancery wili establish with the assistance of the Trustee's banking division a separate bank account from Chancery Fund
Account for the accountability of receipts and disbursements related to tax sales transactions and reconciliations.

Thanks!

Adiisnne Dailag-Saens, WEA OO Adite

Shelby County internal Audit Department
1075 Mullins Station

Memphis, TN 38134

Phane: (801)-379-7048

Fax:  (901)-379-7043

Note: The information contained in this email and in any attachments is intended only for the person or entity to which
it is addressed and may contain confidential and/or privileged material. This Email (including attachments) is covered
by the Electronic Communications Privacy Act, 18 USC Sections 25102521, is confidentjal and may be legally

r “tleged. If you are not the intended recipient, you are hereby notified that any retention, dissemination, distribution,
+ .opying of this communication is strictly prohibited. This electronic transmission (and any enclosures or
attachments thereto) is for the sole use of those identified by the author and is the property of the author. It is
confidential and may be protected by the attorney/client privilege. Any further distribution or copying of this message

is strictly prohibited by law. If you received this transmission in error, please notify the author and destroy the message
(and all attachments and enclosures thereto) immediately.
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From: Evans, Adrienne
Sent: Friday, August 19, 2011 3:48 PM
To: Horton, Louise
~  Cc: Cates, Tommy
Subject: Tax Sale Shared Drive Process-Chancery Court Internal Control Study

Please review the e-mail below, regarding the shared drive that was implemented for the use by Chancery Court and the
County Trustee Office-Tax Sale Department. in addition to the items noted, the shared drive ensures the foliowing related
to Tax Sale properties that are redeemed and petitions for excess funds:

Dual review of supporting documentation for funds received and disbursed.

Review and approval by the Trustee’s Tax Sale Supervisor Real Estate Attorney on requests for funds to verify the
accuracy of the contents, such as the parcel no., property owner, exhibits, purchaser, etc for all orders/petitions for
tax sales fransaction,

® Alifunds disbursed will require the original orders/petitions and related approval/review by the Trustee's Tax Sale
department.

The owners of the properties at the time of sale are readily identified for excess fund request's.

Petition for excess funds requested by an attorney (representing the taxpayer-property owner at time of sale)
checks will be issued In the name of the attorney and property owner.

* Al receipt of funds for redemptions and excess funds disbursement are verified to prevent duplicate payments.

The Chancsllors have agreed not to execute any orders without the sign-off on a checklist form, which require signatures
verification by the Chancery Court Bookkeeping and the Trustee's Tax Sale Supervisor or the Real Estate Attomey to
ensure documentation accurately reflects the tax sale transactions.

They use Tax Sale 0801(held June 13, 2011) to “test" the shared drive for various aspects of the tax sale processes, which

included confirmation of sale and the preparation of the deeds. The Trustee Office Tax Sale Department, Wendi Blanton

was instrumental in the development and implementation of the redemption processes, which will automatically calculate
. the funds due from property owner, Currently, the Chancery Court utilizes a manual process to calculate the redemptions.

In addition, the tax sale sub-ledger, receipting, disbursements, and related transactions will be automated utilizing their
current ACS system and a related database,

Thanks!

Hdiisnne Loitey-Laans, MBAGIR PO Hodit

Shelby County Internal Audit Department
1075 Mullins Station

Memphis, TN 38134

Phone: (801)-379-7048

Fax: (901)-379-7043

Note: The information contained in this email and in any attachments is intended only for the person or entity to
which it is addressed and may contain confidential and/or privileged material. This Email (including
attachments) is covered by the Electronic Communications Privacy Act, 18 USC Sections 25 102521, is
confidential and may be legally privileged. If you are not the intended recipient, you are hereby notified that any
retention, dissemination, distribution, or copying of this communication is strictly prohibited. This electronic
transmission (and any enclosures or attachments thereto) is for the sole use of those identified by the author and
is the property of the author. It is confidential and may be protected by the attorney/client privilege. Any further
distribution or copying of this message is strictly prohibited by law. If you received this transmission in error,
. Please notify the author and destroy the message (and all attachments and enclosures thereto) immediately.

8/19/2011
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From: Evans, Adrienne

Sent: Wednesday, August 17, 2011 12:58 PM

To: ‘diencir@shelbycountytrustee com'; ‘dgates@shelbycountytrustee.com’; ‘bstephenson@shelbycountytrustee.com'
Cc: ‘Blanton, Wendie'; Cates, Tommy

Subject: Special Thanks

Good Afternoon!

I would like to extend a special thanks fo Wendi for her support during my visit. The database for tax sales was beneficial in
reducing the time it would have taken utilizing the manual process at Chancery Court. In addition, she was instrumental in
assisting with the documentation needed for the shared drive, which will be used for Tax Sales transactions. The benefits
of the shared drive have aiready been demonstrated, it was used for the preparation of the deeds. A process that normally
takes a week was compleied in last than 15 minutes. | will finalize my “test drive” of the shared drive on tomorrow, pending
posting of additional documentation requested today. in addition, shared information from Wendi files was instrumental in

the completion of the tax sale confirmation. Wendi and Jeanette will coordinate any additional documentation and efforts
related to the Tax Sales shared drive.

Wendi and Greg will be reviewing the recommended checklist/forms for redemption and petition for excess funds on
tomorrow moming, which be used to ensure the documentation is complete and reviewed by both Chancery and Trustees
office prior to submitting to the Chanceliors. The recommended forms will be included in the report.

On another note, | would like to let you know it was refreshing to see that you devoted time in your “staff meetings” to
recognize personal accomplishments of staff/chiidren. From my observation of the non-verbal reactions around the room,
your staff appraciates the time and recognition. Also, | had an opportunity during one of my visit to hear of the “360" report;

curious | asked Wendi to explain it. What an awesome way fo identify strengths, motivate, and embrace what others have
to say about you.

Thanks for making me a parl of your teamil Wendi is AWEOME!|

Adsionne Deitoy-Sanns, WEAGIR O Hudite

Shelby County Internal Audit Department
1075 Muilins Station
- Memphis, TN 38134
Phone: {801)-379-7048
Fax:  {9801)-379-7043

Note: The information contained in this email and in any attachments is intended only for the person or entity to
which it is addressed and may contain confidential and/or privileged material. This Email (including
attachments) is covered by the Electronic Communications Privacy Act, 18 USC Sections 25102521, is
confidential and may be legally privileged. If you are not the intended recipient, you are hereby notified that any
retention, dissemination, distribution, or copying of this communication is strictly prohibited. This electronic
transmission (and any enclosures or attachments thereto) is for the sole use of those identified by the author and
is the property of the author. It is confidential and may be protected by the attorney/client privilege. Any further
distribution or copying of this message is strictly prohibited by law. If you received this transmission in error,
please notify the author and destroy the message (and all attachments and enclosures thereto) immediately.

8/19/2011



Other attachments provided to agent include:
Employee Handbook

Travel Policy

Travel Card Policy

Procurement Card Policy

Internal Audit information

Position listing

Ethics Policy

Copy of Check Request form

Several policies from Finance

Several Policies from Trustee

Purchasing Manuai index

Cash handling information from various offices
Response to the 2010 Management Letter

Response to the 2011 Management letter



