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Beth A. Wood, CPA 
State Auditor 

STATE OF NORTH CAROLINA 

Office of the State Auditor 

20601 Mail Service Center 
Raleigh, NC  27699 

Telephone: (919) 807-7500 
Fax: (919) 807-7647 
www.auditor.nc.gov 

September 11, 2023 

Town of Winfall Council  
Fred Yates, Mayor, Town of Winfall 

Ladies and Gentlemen: 
The North Carolina Office of the State Auditor (OSA) received an allegation concerning the Town 
of Winfall (Town). The allegation was about the suspected misuse of sewer and garbage 
payments by the Town’s employees. Specifically, the allegation was related to payments made in 
cash through the mail or drop box. 

Pursuant to North Carolina General Statutes § 147-64.6(c)(16) and § 147-64.6B, we have 
completed an investigative audit of the allegations. This letter provides the results of our 
investigative audit, along with recommendations for corrective action. This letter does not 
constitute an audit or attestation engagement conducted in accordance with generally accepted 
government auditing standards. 

We appreciate the cooperation received from the management and employees of the Town during 
our investigative audit. 

Background 

The Town is in Perquimans County, North Carolina, with a population of approximately 
550 residents. The Town is a municipal corporation governed by an elected Mayor and an elected 
Council consisting of four members. The Town has three office employees1 that process and 
record receipts from sewer and garbage charges.  

The Town provides sewer and garbage services to town residents. Resident payments for sewer 
and garbage services are accepted in-person, via mail, or in a drop box. The Town accepts 
payments via cash, check, or credit card.  

The Town utilizes a software system to track and maintain resident accounts for sewer and 
garbage charges. Town employees receive resident payments and post payments to residents’ 
accounts.  

For the year ended June 30, 2022, the Town received $211,497 from Town residents for sewer 
and garbage charges.

1 The Town only had two office employees during our investigation. One position was vacant. 
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Finding 

The OSA received an allegation about suspected misuse of sewer and garbage cash utility 
payments by the Town’s employees. Specifically, the allegation was related to payments made in 
cash through the mail or drop box. 

Investigators were unable to determine if the cash payments received through the mail or drop 
box were: 

• Applied to the residents’ accounts.

• Deposited into the Town’s bank account.

The Town had no checks and balances for cash payments received through the mail or drop box. 
Examples include:  

• Separation of duties – The employee who opened the mail or the drop box is the same
employee who then entered the amounts received into the system and posted to residents’
accounts. Therefore, if more cash was received through the mail or the drop box than the
resident owed, there was no way for Town management to ensure that all the cash was
applied to the resident’s account or was deposited in the bank.

• Documentation – Receipts were not issued for cash payments received via mail or drop
box unless specifically requested by the resident. Therefore, management has no way to
ensure that all the cash received was credited to the residents’ accounts or was deposited
into the bank.

Because there were no checks and balances over the cash collections through the mail or drop 
box, the Town had no assurance that cash collections from Town residents were not missing or 
stolen. In addition, Town residents’ utility bills could have been incorrect. 

There were no checks and balances for cash received through the mail or drop box because the 
Town did not have written policies and procedures regarding the collection of cash through the 
mail or drop box nor any other mitigating policies and procedures. 

Investigators requested written policies and procedures in April 2023. According to the Finance 
Officer, the Town had no written policies and procedures. She stated that the Town Council was 
going to discuss the approval of written policies at the April 10, 2023, Town Council meeting.  

However, Investigators reviewed the minutes from the April 10, 2023, Town Council meeting and 
did not note any discussion about policies. In the minutes from the May 8, 2023, Town Council 
meeting, the approval of policies was tabled.   

A special meeting was called for June 26, 2023, where the policies, including the Town of Winfall 
Internal Control in Cash Receipts policy, were finally approved. 

North Carolina Local Government Commission Memorandum 2015-15 states2 that elected 
officials and governmental employees are accountable for resources entrusted to them and for 
ensuring that programs and services are administered effectively and efficiently. 

Recommendation 

The Mayor and Town Council should design and implement policies and procedures for cash 
collected through the mail or drop box. Policies and procedures could include separation of duties 

2 Memorandum 2015-15, Internal Controls for a Small Unit of Government. 



This investigative audit required 288.5 hours at an approximate cost of $33,460. 
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such as one person opening the drop box and mailed payments and logging the cash included 
and a separate person posting the payments to the residents’ accounts. 

Respectfully Submitted, 

Beth A. Wood, CPA 
State Auditor 
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