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Fraud and corruption can be hard 
to detect, but having policies in place to pro-
vide oversight can help. Allowing anonymous tips, for 
example, has uncovered more than half of all fraud 
cases in municipalities. Township offi cials must com-
mit to identifying risks, implementing best practices, 
and staying up to speed on what is and isn’t allowed.

BY CHRIS BRADY / ASSISTANT EDITOR

Preventing Corruption 
and Fraud in Townships 
Requires COURAGECOURAGE,
COMMITMENTCOMMITMENT from Leaders
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It can happen. It has happened. 
It will happen again. We’re talk-
ing about fraud, corruption, and 
ethical misconduct in township 
government. Whether it occurs 
in your township largely depends 

on what controls you have in place and 
your officials’ commitment to keeping 
everything above board.
 When fraud or corruption occurs, 
it’s never pleasant, and the financial 
fallout and loss of public trust can 
linger for years. Whether your town-
ship is large enough to employ dozens 
of staff across multiple departments or 
small enough to have only a secretary, 
there are steps you can — and should 
— take to limit the likelihood of your 
township landing in the news.
 Headlines often reveal municipal 
shenanigans. Just days before this ar-
ticle was completed, Newville Borough 
in Cumberland County fired its 28-
year manager after the borough found 
“serious” discrepancies between the 
manager’s financial reports and bank 
statements, as reported by PennLive. 
The borough is now relying on the state 
for auditing and a national firm for 
refinancing municipal loans.
 Less than a year ago, a township 
supervisor from Columbia County was 
indicted on federal charges after she 
allegedly forged checks and stole more 
than $180,000. 
 Simply acknowledging that fraud 
and corruption are possible can be the 
toughest step for municipal leaders, 
according to auditors experienced in 
fraud investigations. Too many public 
officials turn a blind eye simply be-
cause someone has been trustworthy 
over years, or even decades. There’s 
rarely any single reason someone de-
cides to commit an unethical act or 
crime.   
 Admitting it can happen is enough 
to prompt preventative action, which 
in turn can save the township plenty of 
time, money, and headaches.

“The tendency is to tune this out, saying, ‘It wouldn’t 
happen here, I can’t even imagine such a thing.’ Well, 

that’s the first step toward a risky environment.”

Even long-time, trusted employees can find 
themselves at a crossroads and make the 
wrong decision. Elected officials must ask 
themselves what controls are in place to 
ensure the security of township finances 
and important documents.

10  PA TownshipNews  MARCH 2023

See our digital edition for a bonus video of experts sharing tips to prevent fraud.



‘Make sure proper controls 
are in place’
 Let’s face it: Not everyone has good 
intentions, and even the most trusted 
public o�  cial can be tempted. Refusing 
to acknowledge that the potential for theft 
exists is a problem, says James Krimmel, 
a CPA and certi� ed fraud examiner with 
Hamilton and Musser in Mechanicsburg.
 “Half the battle is acknowledging it 
could happen,” he says. “Every supervi-
sor, every manager has a picture [of a] 
person in mind — someone sitting in 
their o�  ce who’s been there who knows 
how many years, someone familiar in 
the community with a trust level there. 
� e tendency is to tune this out and say, 
‘It wouldn’t happen here, I can’t even 
imagine such a thing.’ Well, that’s the 

� rst step toward a risky environment.”
 Krimmel says instead of refusing to 
believe something can happen in your 
township, take action to protect against 
any fraudulent, illegal, or unethical 
activity. 
 “Usually it is, ‘I can’t believe so and 
so did this.’ We tend to trust people, 
not to go out of our way to protect our-
selves in those environments,” he says.
 Auditors agree that most issues 
related to corruption, bribery, or em-
bezzlement stem from a consolidation 
of duties or power. Separation of duties 
is an essential layer of protection for 
townships, whether or not that com-
munity has had an issue in the past.
 “From having testi� ed in court 
numerous times, it comes down to 

controls at the entity level,” says Cory 
Johnson, a CPA with Zelenkofske 
Axelrod in Harrisburg. “Make sure 
proper controls are in place through-
out the township — that one person 
doesn’t have too much power in any 
one process, whether that’s cutting a 
check, receiving a check and putting 
it in the bank, or making journal en-
tries.… You’re in court usually due to 
lack of controls.”
 Johnson says simple steps townships 
can take include ensuring someone is 
reviewing the work of each employee. 
Even in a small township where there 
may just be one employee, a supervisor 
may have to take on additional over-
sight duties. Also, controls that are put 
into place must be taken seriously. ‰

Knowing your municipal code and having a strong understanding 
of the Ethics Act can prevent your township and its offi cials from 
becoming mired in ethical matters or even legal trouble. 

“If the controls are not taken seriously and there ever 
is a rubber stamp part of the process, then 
you’ve effectively eliminated the control … 

therefore again creating a signifi cant fraud risk.”
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 “A township will say, ‘We do have 
controls in place,’ ” Johnson says. “If 
the controls are not taken seriously, 
and there ever is a rubber stamp part 
of the process, then you’ve effectively 
eliminated the control that was meant 
to be in place, therefore again creating 
a significant fraud risk.”
 Krimmel agrees: “Fraud breaks 
policy. It’s not what should happen, but 
what could happen.”
 Audits can be effective tools but 
aren’t always effective at uncovering 
fraud.
 “If I’m a township official, I’ve got 
to ask myself, ‘Am I making good deci-
sions based on good information?’ ” 
Johnson says. “If the audit requires a lot 
of adjusting of journal entries to get me 
to good information, then the answer 

Staying current on ethics issues can keep townships out of the headlines. 
Knowing details related to the Ethics Act is key for township officials. PSATS 
Boot Camps can help, as well as seminars at the Annual Conference in Hershey. 
Watch for the soon-to-be-revised 2023 PSATS Ethics Act Manual.
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to that is, ‘No, I’m not using good in-
formation to make informed decisions 
and run my government,’ which is a 
significant fraud risk factor as well.”

The characteristics of fraud
 Studies of fraud have shown that 
there’s no single reason someone de-
cides to engage in corrupt or illegal 
activity. Krimmel says there are three 
characteristics of corruption, known as 
the fraud triangle: opportunity, pres-
sure, and rationalization. Opportunity 
comes before internal controls. Town-
ships can reduce the risk by eliminating 
the opportunity for someone to take 
advantage of lax controls.
 “It boils down to the integrity of 
the person in that position, and we 
don’t know when that could change,” 
he says. “Pressure can be a life event, 
addiction, health tragedy, or a sudden 
financial need overnight.”
 Someone can rationalize this activity 
by saying they are “just borrowing,” or 
“I deserve this,” according to Krimmel. 
“As a professional, it’s hard to deal with 
either of those two [pressure or rational-
ization]. Opportunity: That’s what we 
can help with. Reduce the risk that it 
happens. The primary aspect of this is 
separation of duties.”
 If the township has a large budget, 
into the millions of dollars, someone 
could rather easily hide money or con-
ceal it through record keeping. That’s 
where separation of duties is critical, 
says Krimmel. Oversight controls can 
detect this activity if duties are separat-
ed and work gets a mandatory review.
 Lack of oversight can be costly. A 
former township manager is serving 
a 3- to 10-year state prison sentence 
after embezzling $3.24 million from an 
eastern Pennsylvania municipality over 
a number of years. Published reports 
indicate she had oversight and access 
to virtually all the township’s financial 
operations before she was fired in 2019.
 “Embezzlement happens when 
oversight is not there,” Krimmel says. 
“They are desperate and do things they 
are not supposed to do.”

‘It’s theft by a thousand cuts’
 There are layers of protection for 
most aspects of township government, 
and the handling of money — typi-
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cally cash or checks — should be no 
exception. Then there are credit cards, 
which can provide additional opportu-
nities for problematic behavior.
 “We’ll go through 25 detailed steps 
to get a check out the door for $100, but 
we’ll give someone in the maintenance 
department a card with an unreasonable 
credit limit and they can purchase at 
will,” says Krimmel. “We have probably 
seen in the last five to 10 years more in-
appropriate use of credit cards than any-
thing else. It’s theft by a thousand cuts, 
but over time it can be more significant.”
 In western Pennsylvania in late 
2022, a township secretary-treasurer 
pleaded guilty to mail fraud in federal 

court for allegedly making unauthor-
ized ATM withdrawals and purchases 
on the township debit card. Losses 
were estimated at $170,000. 
 The use of cards by municipalities is 
here to stay, so townships need to take 
steps to ensure their safe use. For ex-
ample, Krimmel suggests a policy that 
includes turning in receipts, enforcing 
a three-strikes policy for abusers, and 
reviewing charges monthly.
 PLGIT, which sponsors a P-card for 
purchasing, has all the safeguards in 
place to help ensure legal compliance. 
 Another pet peeve for auditors is the 
use of signature stamps to sign checks. 
Some townships still use them because 
the supervisors are not readily avail-

able. Krimmel calls signature stamps a 
“deadly weapon.”
 In central Pennsylvania, a former 
township supervisor allegedly used 
stamps with the signatures of fellow 
supervisors on unauthorized checks, 
embezzling $160,000 of township 
funds.
 Keep in mind that a bad actor us-
ing a signature stamp to steal township 
funds can put the municipality in a 
financial hole. PSATS strongly discour-
ages the use of rubber stamps in all its 
trainings. Although banks can typically 
pick up on a forged check, if a check 
has a signature stamp or electronic sig-
nature, any loss will be the township’s 
responsibility, Krimmel notes. ‰

“We have probably seen in the last 
five to 10 years more inappropriate 

use of credit cards than anything else.”
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Occupational Fraud at a Glance
How is occupational fraud initially detected?
Tip ..............................................42%
Internal audit .............................16%
Management review .................12%
Document examination .............. 6%

Who reports occupational fraud?
Employee .................................. 55%
Customer .................................. 18%
Anonymous .............................. 16%
Vendor ...................................... 10%

Did you know?
• A typical fraud case causes a loss of $8,300 per month 
 and lasts 12 months before detection.
• Fraud losses were two times higher at organizations  
 without hotlines. 
• 57% of cases involved the creation of fraudulent 
  evidence.
• 38% of cases involved concealment methods affecting  
 both physical and electronic evidence.

Top 5 concealment methods used by fraudsters: 
Created fraudulent physical documents ..................... 39%
Altered physical documents ......................................... 32%
Created fraudulent electronic documents or files ..... 28%
Altered electronic documents or files .......................... 25%
Destroyed or withheld physical documents ................ 23%

What is the typical median loss per month of 
different occupational fraud schemes?
Financial statement fraud .......................... $32,900
Corruption .................................................... $12,500
Non-cash ...................................................... $6,500
Check and payment tampering .................. $5,600
Billing ............................................................ $5,600
Cash larceny................................................. $3,200
Skimming ...................................................... $3,100
Payroll ........................................................... $2,500
Expense reimbursements .......................... $2,200
Cash on hand ............................................... $1,300
Register disbursements .............................. $800
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Data from the ACFE Occupational Fraud 2022: A Report to the Nations

 Other cases show how thieves can 
manipulate records and cover their 
tracks for years.
 In 2022, a former township tax col-
lector in western Pennsylvania was sen-
tenced in federal court for embezzling 
more than $1 million in tax payments 
from the township and local school 
district.

Allow for anonymous tips 
 Those who study fraud and corrup-
tion note that more than half of cases 
are brought to light through anony-
mous tips. The work of auditors can 
prevent more theft than it can detect. 
Anonymous tips can come from em-
ployees, vendors, or residents. Allowing 
for these notifications can increase the 

likelihood of receiving a report from 
someone who may otherwise fear retri-
bution or retaliation.
 “I think all entities should have some 
… policy where you can anonymously 
state your concerns and [they] would get 
to the supervisor level,” says Johnson. 
 “Detection of fraud is not that good 
so if you’re talking close to 60% of all 
frauds are detected by tips, what are 
we doing to encourage that?” Krimmel 
says. “We all have a responsibility to re-
port this, whether it’s stealing supplies 
out of the roads garage or … cash at the 

window of the township office. Usually 
someone is aware or suspicious.”
 The cost of setting up an anony-
mous tipline is minimal, notes Krim-
mel. Once it is established, he suggests 
advertising it in the township newslet-
ter or at public meetings. Being trans-
parent can deter would-be violators 
and instill confidence in the taxpaying 
public.

‘You don’t know what 
you don’t know’
 New supervisors can find them-

Curtailing corruption in townships can be as simple as instituting good controls.
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HEAR THE LATEST news and information on 
township emergency management planning at the
TEMA Emergency Management 

Spring Educational Seminar

Eligible for six PMGA public safety points for attending.

April 23, 2023
Hershey Lodge

Hershey, PA
TIME: 9 a.m.-4 p.m. 
COST: $125 for members of the Township 
Emergency Management Association and $175 for 
non-members. The fee includes course materials, 
lunch, and refreshments.
REGISTRATION: To register for this seminar, go 
to tema.psats.org.

Get Ready 
with TEMATEMA

selves dealing with issues and respon-
sibilities they may never have dreamed 
of. From contracts and the Sunshine 
and Right-to-Know laws to land devel-
opment, stormwater, and public meet-
ings, there’s much to learn, and it can 
be overwhelming for the uninitiated. 
Avoiding con� icts of interest (see side-
bar on page 21) and sidestepping any 
semblance of corruption sounds simple 
until you delve into the myriad of legal 
and ethical issues that come with gov-
ernment service. 
 “It’s very common that a newly 
elected o�  cial doesn’t have signi� cant 
background in zoning, land use, plan-
ning, and the rights and obligations 
under the Pennsylvania Municipalities 
Planning Code or the separate subdivi-
sion and land development ordinance 
or zoning code of that municipality,” 
says John Walko, Esq., of Kilkenny 
Law in Montgomery County. 
 Supervisors have a lot of discretion, 
and that’s where situations can get a 
little dicey, he says. Developers and 
property owners may request waivers of 
codes, ordinances, and more. When is 
it OK to grant waivers or request fees 
in lieu of waivers?
 “Although you’re allowed to discuss 
fees in lieu of waivers, you’ve got to 
make sure that the bene� ts that you 
are receiving are for the township and 
not for you, and that’s where you really 
get into potential criminal issues,” says 
Walko. “A lot of supervisors … I think 
they know that if you take money 
from a developer and you put it in your 
pocket, that’s a bribe. � at’s what you 
see on TV. 
 “But what they don’t realize is that 
even though something doesn’t bene� t 
you speci� cally, individually, and it 
bene� ts your township, the Supreme 
Court has determined in the case 
of Commonwealth v. Moran in 2014 
that that’s still considered a bribe,” he 
continues. “� ey say that any special 
treatment in exchange for something of 
value given to an o�  cial or the govern-

ment entity that he or she represents is 
a bribe, or if you condition successful 
or expedited completion of a legitimate 
process like a land development process 
on the payment of extra money, that’s a 
bribe.”

 Although a supervisor may have good 
intentions, it may still be considered a 
bribe so it’s critical for o�  cials to know 
the codes, ordinances, and municipal law. 
Trying to go around them can put o�  -
cials in situations with no easy way out. ‰

“Embezzlement happens when oversight is not there. They 
are desperate and do things they are not supposed to do.”
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 How secure is your township from 
fraud or theft? Consider implementing 
some of the following fi nancial controls, 
culled from the experts and townships 
the News has interviewed:
 • Adopt a tone of accountability from 
the supervisors on down.
 • Make sure that employee bonding 
and insurance coverage is adequate to recover misappropriated assets, re-
coup legal and forensic accounting fees, etc.
 • Segregate duties involving fi nancial transactions.
 • Require proper authorization of transactions and activities.
 • Ensure adequate documentation, accurate record keeping, and physical 
control of assets and records.
 • Perform independent checks on employee performance.
 • Eliminate signature stamps and require two signatures on all checks.
 • If credit cards are used, require receipts to be turned in and review charg-
es weekly or monthly.
 • Create a fraud hotline or other means of anonymous reporting.
 • Provide fraud awareness and ethics training for all employees, managers, 
and board members.
 • Create an internal audit committee to perform surprise audits of fi nancial 
transactions.
 • Hire a professional team to conduct a yearly audit.
 • Reconcile bank statements and check registers with actual invoices, not 
just disbursement reports.
 • Establish forms for recording employee time, fuel use, and other things 
that are prone to fraud.
 • If you accept cash receipts, deposit the funds daily and reconcile ac-
counts frequently.
 • Perform background and credit checks and assess bonding eligibility for 
potential employees.
 • Keep certain areas restricted to only those employees who require ac-
cess to do their jobs.
 • Make sure your employee manual includes a procedure for reporting sus-
pected fraud.

 Late in 2021, a midstate supervisor 
killed himself in the township build-
ing as he was facing 13 felony counts 
related to alleged municipal corruption. 
He reportedly used township time, 
employees, and resources to work on 
home improvement projects and was 
accused of falsifying documents to 
cheat government grant providers and 
funding sources to cover personal and 
township expenses. 
 “If you have a question on a gray 
issue, ask your solicitor” or a trusted 
� nancial adviser, says Rebecca Geiser, 
Esq., of Kilkenny Law. “It’s much 
easier to go forward if you already have 
that opinion in your hand when mak-
ing a decision, rather than making a 
decision and then trying to come back 
asking for forgiveness.”
 “A new supervisor comes in with 
hopefully the best intentions to bet-
ter their community and serve their 
constituents, and oftentimes they come 
up against a wall they didn’t know 
existed … whether it be advertising 
requirements, open meeting require-
ments, requirements of the Municipali-
ties Planning Code … and it’s helpful 
to immediately start taking [classes], 
such as [those] o� ered by PSATS,” 
Walko says. “Educate yourself on what 
you can and can’t do and the process 
in general — � e Right-to-Know Law, 
Sunshine Act, and the Ethics Act. 
You’re not presumed to know what 
those are, and you’re not going to learn 
them on the � y. It’s very helpful to 
take classes or presentations … because 
sometimes you don’t know what you 
don’t know.”

Plan ahead for challenges
 Transparency bene� ts local govern-
ment on various levels, not the least of 
which is preserving the public trust. 

Being prepared and staying ahead of 
potential issues is critical as well, and 
there are legal ways to keep yourself 
and township o�  cials well-informed 
on issues that may be of heightened 
interest to the public.
 “Be transparent, and document ev-

erything,” advises Johnson. “As the old 
saying goes, ‘If it wasn’t documented, it 
wasn’t done.’ ”
 “Whenever there’s an issue that 
blows up at a meeting, it usually blows 
up because it wasn’t addressed or prop-
erly planned for ahead of time,” says 

“Fraud breaks policy. It’s not 
what should happen,

but what could happen.”

Townships can take these actions to Townships can take these actions to 
help keep fi nances safehelp keep fi nances safe

FINANCIAL BEST PRACTICES
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Walko. “A lot of people don’t realize 
that as long as you’re not violating the 
Sunshine Act by having a quorum of 
your supervisors meet, you as a supervi-
sor with your staff can meet with a de-
veloper to talk about issues, talk about 
your fears of what the public’s going to 
come out to say.”
 Schedule meetings with a supervi-
sor, staff, solicitor, developer, applicant, 
and others so long as a quorum of su-
pervisors is not present, Walko says. It 
can fend off headaches down the road. 
 “To be challenged in public is not 
comfortable for some people,” says 
Johnson. “Take training courses.  I 
know PSATS is good about offering 
new supervisors some training and 
what to expect. If you’re going to run 
for public office, I would attend board 
meetings for six months to a year so 
you understand how they work, what 
happens. Try to request meetings with 
supervisors to pick their brains, wheth-
er it’s in your township or another 
township.”
 PSATS has a variety of options 
for township officials seeking to bet-
ter understand the ethical and legal 
landmines that come with the territory. 
From the PSATS Municipal Govern-
ment Academy to workshops at the up-
coming Annual Conference to courses 
and webinars throughout the year, 
there is no shortage of opportunities to 
learn from experts about these difficult 
issues and topics. 
 The PSATS “Reading Financial 
Data (and Spotting Trouble) for Non-
Accountants” webinar on April 19 will 
give helpful tips on how to read and 
interpret township financial docu-
ments and spot potential signs of fraud 
or corruption issues in your township. 
It will also discuss how to develop a 
workplace environment that promotes 
integrity among employees and proper 
methods for employee reporting of sus-
pected fraud, waste, and abuse.
 At the upcoming PSATS Confer-
ence April 23-26 in Hershey, Mary Fox, 
executive director of the State Ethics 

“It’s very helpful to take classes or presentations … 
because sometimes you don’t know what you don’t know.”

Commission, and Jeffery Frankenburger, 
deputy executive director, will present 
an “Ethics Update” on the requirements 
and restrictions contained within the 

Ethics Act, provide attendees with 
real-world examples of Ethics Act viola-
tions, and help attendees spot, address, 
and avoid violations. F



 The General Assembly enacted the Ethics Act in 1998 to 
“strengthen the faith and confidence of the people of the 
commonwealth in their government” and ensure “that the 
financial interests of holders of or nominees or candidates 
for public office do not conflict with the public trust.”
 There are three major components of the Ethics Act: a list 
of activities that public officials and employees are prohibited 
from engaging in, the filing of statements of financial inter-
ests, and powers and duties of the State Ethics Commission.
 Let’s look at the list of prohibited activities and clarify 
them a bit more.

Conflict of interest
 The Ethics Act defines a “conflict of interest” as the “use 
by the public official or public employee of the authority of his 
office or employment or any confidential information received 
through his holding public office or employment for the pri-
vate (monies) benefit of himself, a member of his immediate 
family or a business with which he or his immediate family is 
associated.”
 Public officials and employees should not engage in any 
conduct, including voting on an issue before the governing 
board, if they believe that their conduct will give rise to a con-
flict of interest.

Seeking and accepting improper influence
 The Ethics Act prohibits anyone from seeking improper 
influence from public officials, public employees, nominees 
or candidates for public office, or their immediate families or 
associated businesses by giving or offering them anything 
of monetary value, including gifts, political contributions, 
loans, rewards, or promises of future employment, with the 
understanding that the public officials or employees will be 
influenced by their receipt of those things of value.

Accepting an honorarium
 Public officials and employees are not permitted to accept 
any honorarium, which is a payment for making an appear-
ance, speech, or presentation that is not intended as con-
sideration for the value of such services that are non-public, 
occupational, or professional in nature.
 This prohibition does not include accepting tokens of ap-
preciation, such as a coffee mug or pen from a civic group for 
speaking at a meeting.

Contingent and severance payments
 The Ethics Act prohibits anyone from soliciting or accept-
ing a severance payment or anything of monetary value 
contingent on them assuming or accepting public office or 
employment.
 However, there is no prohibition on someone accepting 
payments pursuant to an employment agreement that was 
already in place at the time they became a candidate for pub-
lic office, was notified that they were under consideration for 

public office, or 
made applica-
tion for public 
employment.
 Likewise, 
individuals may 
receive a sal-
ary, fees, severance payment, or proceeds from the sale of a 
business resulting from the termination of or withdrawal from 
the business upon assuming or accepting public office or em-
ployment.

Contracts
 Public officials and employees may not enter any contract 
valued at $500 or more with the governmental body with 
which they are associated unless the contract is awarded 
through an open and public process, including prior public 
notice and subsequent public disclosure of all proposals con-
sidered and contracts awarded.
 An “open and public” process does not necessarily mean 
that the governmental body must follow competitive bidding 
requirements before entering into the contract with the public 
official or employee. However, doing so will certainly avoid the 
appearance of favoritism and is encouraged.
 This contracting prohibition extends to the spouses and 
children of public officials and employees, as well as any 
businesses in which they, their spouses, and/or their children 
are associated.
 Note: Section 3102(i) of the Second Class Township Code 
requires that any contract in which a township official or 
employee is interested to any appreciable degree and that 
involves the payment of more than $500 a year by the town-
ship must be awarded through the public bid process.

Waiting periods for former officials and employees
 Public officials and employees may not represent individu-
als, groups, or businesses before the governmental body 
with which they were associated for one year after they leave 
that body. This is sometimes referred to as the “revolving 
door” prohibition.
 The State Ethics Commission determined that a municipal 
employee was not permitted to retire and then provide con-
sulting services to the municipality during the one-year period 
immediately following the retirement.

Misusing Statements of Financial Interests
 No one is allowed to use information obtained from state-
ments of financial interests for any commercial purpose. The 
information contained in those statements is intended only 
to provide members of the general public with more details 
about their nominees, candidates, public officials, and public 
employees, not to allow others to benefit financially from it. 
Attempting to benefit financially from such information is pro-
hibited under the Ethics Act. 

What is in the state Ethics Act?
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LET’S KEEP IT ETHICAL
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