STATE OF INDIANA . KOSCIUSKO CIRCUIT/SUPERIOR COURT

SS:
COUNTY OF KOSCIUSKO CAUSENO. #3Db% - |]0% - L4~ 0D

STATE OF INDIANA ex rel.
GREGORY F. ZOELLER,
ATTORNEY GENERAL OF INDIANA,

Plaintiff,
V. '

KRISTI RHODES, and WESTERN
SURETY COMPANY,

Defendants.

COMPLAINT TO RECOVER PUBLIC FUNDS

The Plaintiff, State of Indiana ex re'l. Gregory F. Zoeller, Attorney General of Indiana (the
“State”), by Luke P. Hodgin, Deputy Attorney General, for its Complaint to Recover Public
Funds due and owing, states as follows:

FACTS

1. The State Board of Accounts (“SBOA”), pursuant to Ind. Code § 5-11-1-9,
performed an examination of the bc_)oks, accounts, and records of the North Webster Community
Public Library (the “Library”). The results of the examination are set forth in SBOA Audit
Report B38499, dated March 3, 2011. Said Audit Report is attached herefo and incorporated
herein as Exhibit A. |

2. The Defendant, Kristi Rhodes (“Rhodes”), was at all times relevant to the Audit
Report the bookkeeper for the North Webster Community Public Library. |

3. The Audit Report disclosed malfeasance, misfeasance, or nonfeasance on the part

of Rhodes, and was placed by the State Examiner with Attorney General Gregory F. Zoeller

pursuant to Ind. Code § 5-11-5-1(a).



4, The Audit Report also disclosed public money that had been unlanully expended,
obtained by fraud or any unlawful manner, or wrongfully withheld from the public treasury
pursuant to Ind. Code § 5-11-6-3.

5. The_ Defendant, Western Surety Company (“Western”), is a corporation duly
authoﬁzed to conduct business in Indiana. Western is now,-énd was at all times relevant to this
action, engaged in the business, among others, of writing bonds upon and in favor of public'
officials and their subordinate public employees in the State of Indiana.

6. The public funds that the State seeks to recover upon.this Complaint were found
by the SBOA to be either:

a. misappropriated, diverted, or unaccounted;

b. illegally received;

c. illegally retained,
d. unaccountable for or not paid over any money so received,
€. . obtained by fraud or in any unlawful ménner; and/or

f. wrongfully withheld from the public treasury.

7. The Defendants are either delinquent officers, sureties of the officers, or any other
proper persons against whom recovery of such misappropriated, diverted, or unaccounted for
funds may be had.

8. “This Complaint is brought for the benefit of the North Webster Community Public
Library.

9. This Complaint is brought by Attorney General Gregory F. Zoell_er in the name bf

the State of Indiana pursuant to Ind. Code § 5-11-7-1.



,. COUNT I
The Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney Genleral' of Indiana, by
and through its undersigned counsel, complains of the Defendant, Kristi Rhodes, and says:
10. During the audit period, Rhodes had a duty to properly account for and-deﬁosit all
funds of the North Webster Community Public Library; to assure that the funds of the Library
were expended as authorized b.'y lauv, and/or to commit no acts of misfeaSance, mal_feasarlce, or
nonfeasance.
11. - During the audit period, Rhodes wrongfully or negligently failed to properly.
_account for, expend, and/or deposit the funds ot; the Library or otherwise commirted several acts
of misfeasance, malfeasance, and nonfeasance which resulted in the misappropriafion, diversion,
and misapplication of public funds. |
| 12.  The nature of the .breach by Rhodes was so egregious as to constitute gross
negligence or an intentienal disregard of her duties. |

13.  The total amount of loss to the North Webster Community Public Library is as

follows:
a. Penalties and In‘rerest- Ind. Dept. of R_evenue $1,585.10
b. Penalties and Interest- Ind. Dept. of Workforce Dev. o $1 .032.05
c. Penalties and Interest- Internal Revenue Service $8,791.69
d. Unauthorized Payments to Rhodes o $16,990.29

14.  As adirect and proximate result the breach of Rhodes’s duty to the North Webster
Community Public Library, the Library suffered a p.ecuniary loss in the amount of Twenty Eight

Thousand Three Hundred Ninety Nine and 13/100 Doliars ($28,399.13).



15. Kristi Rhodes is liable to the State of Indiana and to the North Webster

Community Public Library in the amount of $28,399.13.

16.  Demand has been made upon the Defendant, Kristi Rhodes, for payment and no
payment has been recéi{/ed as of the date of this filing,

WHEREFORE, the Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney General
of Indiana, requests the Court to enter judgment for the State and against the Defendant, Kristi
Rhodes, in the amount of $28,399.13, plus costs, attorney fees, preju.dgment interest, and all other
just and proper relief.

COUNT II

The Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney General of Indiana, by
and through its undersigned counsel, complains of the Defendant, Kristi Rhodes, and says:

17.  The State restates and pleads each and every allegation contained in the previous
paragraphs inclusive of Count I, and those paragraphs are incorporated in Count II as if wholly set
forth herein.

18.  Indiana Code § 34-24-3-1 provides that if a party suffers a pecuniary loss as a
_result of a violation of Ind. Code Art. 35-43, he may bring a civil action ggainst the person(s) who

caused the loss for:

q)) An amount not to exceed three times the actual damages of the person
suffering the loss;

(2) The costs of the action;

(3)  Areasonable attorney's fee;

(4)  Actval travel expenses that are not otherwise reimbursed under
subdivisions (1) through (3) and are incurred by the person suffering loss
to:

(A) have the person suffering loss or an employee or agent of that
person file papers and attend court proceedings related to the
- recovery of a judgment under this chapter; or
(B) provide witnesses to testify in court proceedings related to the
recovery of a judgment under this chapter,



19.

)

(6)

7

A reasonable amount to compensate the person suffering loss for time used

to:

(A) file papers and attend court proceedings related to the recovery of a
judgment under this chapter; or

(B) travel to and from activities described in clause (A);

Actual direct and indirect expenses incurred by the person suffering loss to

compensate employees and agents for time used to: _

(A) file papers and attend court proceedings related to the recovery of a
judgment under this chapter; or

(B) travel to and from activities described in clause (A); and

All other reasonable costs of collection. '

The State is a party suffering a pecuniary loss as a result of a violation by

Defendant Rhodes of one or more of the following: Ind. Code § 35;43-4-2, Ind. Code § 35-43-4-

3 and/or Ind. Code § 35-43-5-3, as described in SBOA Audit Report B38499.

20.

The State is a party suffering a pecuniary loss as a result of a breach by the

- Defendant Rhodes, of the Defendant’s contract and trust, both real and constructive, which the

State imposed on the Defendant by law to properly account for public funds for the North

‘Webster Community Public Library.

21.

The State is entitled to the relief described in Ind. Code § 34-24-3-1, including

three_ times the actual loss, which is Eighty Five Thousand One Hundred Ninety Seven and

39/ 100 Dollars ($85,197.39), plus attorney fees, costs, and prejudgment interest.

WHEREF ORE, the Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney General

of Indiana, respectfully requests the Court to: (1) enter judgment for the State and against the

.Defendant, Kristi Rhodes, (2) grant the State the relief described in Ind. Code § 34-24-3-1, plus

attorney fees, costs, and prejudgment interest, and (3) grant the State all other just and proper

relief,



COUNT 1X

The Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attor}iey General of Indiana, by
and through its undersigned counsel, complains of the Defendant, Western Surety Company, and
says:

22, The State restates and pleads each and every allegation contained in the previous
paragraphs, inclusive of Counts I and II, and those paragraphs are incorporated iﬁ Count III as if
wholly set forth herein.

23, Western executed a blanket bond in fhe amount of Five Thousand Dollars
(85,000.00) for the period beginning April 25, 2005 and ending April 25, 2011 that was
conditioned upon the honest performance of duties for all employees of the North Webster
Community Public Library. Said bond is attached hereto and incorporated herein as Exhibit B.

24.  During the .term of said bonds, Rh(;des wrongfully | and negligently failed to
account for, expend, and/or deposit the funds of the North Webster Community Public. Library, or
otherwise committed several acts of misfeasance, malfeasance, and nonfeasance which resulted in
the infsappropriation, diversion, and misapplication of public funds.

25. Rhodes’s acts, .or fai]ure; to act, conétitute gross negl.igence or an intentional
disregard of the requirements of her office.

26.  The total amount of funds that Rhodes misappropriated, diverted, or misapplied
during the term of said bonds is $28,399.13.

27.  Asa resuit_ of the matters alleged in the rhetorical paragraphs abéve, Western is
jointly and severally liable with the Defendant Rhodes in the amount of $5,000.00.

28. © Demand has been made upon the Defendant, Western Surety Company, for

payment and no payment has been received as of the date of this filing.



WHEREFORE, the Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney General
of Indiana, recjuests the Court to enter a judgment for the State and against the Defendant,
Western Surety Company, in the amount of $5,000.00, plus costs, attorney fees, prejudgment

interest, and all other just and proper relief.

Respectfully submitted,

GREGORY F. ZOELLER
Attorney General of Indiana
Attorney No. 1958-98

: Hodgin
Deputy Attorney General
Attorney No. 27162-49

Office of the Indiana Attorney General

302 West Washington Street

Indiana Government Center South, Fifth Floor
Indianapolis, IN 46204-2770

Telephone: (317) 232-6356
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STATE BOARD OF ACCOUNTS
302 West Washington Street
| | Room E418
INDIANAPOLIS, INDIANA 46204-2769

EXAMINATION REPORT
OF
NORTH WEBSTER COMMUNITY PUBLIC LIBRARY
KOSCIUSKO COUNTY, INDIANA

January 1, 2010 to October 31, 2010

FILED

03/03/2011
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4« STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER : STATE BOARD OF ACCOUNTS
| ROOM E418

. Telephone: (317) 232-2513
Fax: 317) 232-4711
Web Site: www.in.gov/sboa

INDEPENDENT ACCOUNTANT'S REPORT

TO: THE OFFICIALS OF THE NORTH WEBSTER COMMUNITY
PUBLIC LIBRARY, KOSCIUSKO COUNTY, INDIANA

We have examined the financial information presented herein of the North Webster Community
Public Library (Library), for the period of January 1, 2010 to October 31, 2010. The Library's manage-
ment is responsible for the financial information presented herein. Our responsibility is to express an
opinion based on our examination. '

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included examining, on a test basis,
evidence supporting the financial information presented herein and performing such other procedures as
we considered necessary in the circumstances. We believe that our examination provides a reasonable

basis for our opinion.

In our opinion, the financial information referred to above presents fairly, in all material respeéts,
the financial information of the Library for the period January 1, 2010 to October 31, 2010, based on the
criteria set forth in the uniform compliance guidelines established by the Indiana State Board of Accounts.

The Schedule of Capital Assets, as listed in the Table of Contents, is presented for additional
analysis and is not a required part of the basic financial information. it has not been subjected to the
examination procedures applied to the basic financial information and, accordingly, we express no opin-
ion on the schedule.. : '

STATE BOARD OF ACCOUNTS

December 29, 2010

302 WEST WASHINGTON STREET

INDIANAPOLIS, INDIANA 46204-2769



NORTH WEBSTER COMMUNITY PUBLIC LLIBRARY
SCHEDULE OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES
ALL GOVERNMENTAL AND FIDUCIARY FUND TYPES
As Of And For The Ten Months Ended October 31, 2010

Cash and : Cash and

Investments Investments
01-01-10 Receipts Disbursements 10-31-10

Governmental Funds: ‘

General : $ 322,526 % 369,263 § 481,385 $ 210,404

Gift 64,013 4,299 9,865 58,447

Rainy Day 65,892 90,015 - 165,907

Library Improvement Reserve 343,046 - 39,526 303,520
Fiduciary Funds: -

Payroll Withholdings ' - 33,776 26,769 7,007

‘PLAC 510 400 350 560
Totals : $ 795987 § 497,753 $ 557,895 $ 735,845

The accompanying notes are an integral part of the financial information.



Note 1.

Note 2.

Note 3.

Note 4.

Note 5.

NORTH WEBSTER COMMUNITY PUBLIC LIBRARY
NOTES TO FINANCIAL INFORMATION

Introduction

The Library was established under the laws of the State of Indiana. The Library provides the
following services: culture and recreation, and general administrative services.

Fund Accounting

The Library uses funds to report on its cash and investments and the results of its operations on
a cash basis. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain governmental functions or activities.

Budgets

The operating budget is initially prepared and approved at the local level. In addition, funds for
which property taxes are levied or are subject to final approval by the Indiana Department of
Local Government Finance.

Property Taxes

Property taxes levied are collected by the County Treasurer and are distributed to the Library in
June and December. State statute (IC 6-1.1-17-16) requires the Indiana Department of Local
Government Finance to establish property tax rates and levies by February 15. These rates
were based upon the preceding year's March 1 (lien date) assessed valuations adjusted for vari-
ous tax credits. Taxable property is assessed at 100% of the true tax value (determined in ac-
cordance with rules and regulations adopted by the Indiana Department of Local Government
Finance). Taxes may be paid in two equal instaliments which become delinquent if not paid by
May 10 and November 10, respectively. :

Deposits and Investments

Deposits, made in accordance with Indiana Code 5-13, with financial institutions in the State of
Indiana at year end were entirely insured by the Federal Depository Insurance Corporation or by
the indiana Public Deposit Insurance Fund. This includes any deposit accounts issued or
offered by a qualifying financial institution.

State statute (IC 5-13-9) authorizes the Library to invest in securities includihg, but not limited to,
federal government securities, repurchase agreements, and certain money market mutual funds.
Certain other statutory restrictions apply to all investments made by local governmental units.



NORTH WEBSTER COMMUNITY PUBLIC LIBRARY
SUPPLEMENTARY INFORMATION
SCHEDULE OF CAPITAL ASSETS

As of October 31, 2010

Capital assets are reporied at actual or estimated historical cost based on appraisals or deflated
current replacenient cost. Contributed or donated assets are reported at estimated fair value at the
time received.

Ending
Primary Government Balance
Governmental aclivities:
Capital assets, not being depreciated:
Furniture and equipment $ 267,669



NORTH WEBSTER COMMUNITY PUBLIC LIBRARY
EXAMINATION RESULTS AND COMMENTS

PENALTIES AND INTEREST - INDIANA DEPARTMENT OF REVENUE

_ The former Bookkeeper, Kristi Rhodes, made late payments of payroll withholding téxes to the
~ Indiana Department of Revenue for the periods listed below. As a result, the Library incurred. penalties
and interest totaling $1,585.10 as noted. .

Penalty and

Period Interest

October 2008 $ 51.51

- March 2008 110.45
-June 2009 - 120.45
July 2009 101.81
August 2009 _ 101.71
September 2009 104.49
October 2009 : 93.43
November 2009 95.56
December 2009 160.00
January 2010 211.23
February 2010 95.29-
March 2010 80.68
April 2010 82.73 .
May 2010 90.23
June 2010 85.53
Total $ 1,585.10

We have asked the former Bookkeeper Kristi Rhodes, to repay the lerary $1,685. 10 for the
penalties and interest paid to the Indiana Department of Revenue. (See Summary, page 12) -

Officials and employees have the duty to pay claims and remit taxes in a timely fashion. Failure
to pay claims or remit taxes in a timely manner could be an indicator of serious fi nancnal problems which
should be investigated by the governmental unit.

. Additionally, officials and emp|oyees have a responsibility to perform duties in a manner which
would not result in any unreasonable fees being assessed against the governmental unit. (Accounting
and Uniform Compllance Guidelines Manual for Libraries, Chapter 4)

Any penalties, interest or other charges paid by the governmental unit may be the personal obli-
gation of the responsible official or employee {Accounting and Uniform Compliance Guidelines Manual
for Libraries, Chapter 4) : :

PENALTIES AND INTEREST - INTERNAL REVENUE SERVICE

The Library has paid or been assessed penalties and interest totaling $22,196.04 to the Inte-rnal
Revenue Service, due to underpayments or late payments of federal withholdings, medicare and social
security, as noted on the following schedule:



NORTH WEBSTER COMMUNITY PUBLIC LIBRARY
EXAMINATION RESULTS AND COMMENTS

(Continued)
Total
Penalty and Paid by
Quarter Ending Penalty Interest Interest Library Unpaid
September 2006 $ 418467 $ - $ 418467 $ 4,18467 $ -
December 2006 3,465,38 33.76 3,499.14 3,041.87 457.27
June 2007 285.50 - 285.50 285.50 -
September 2007 40.05 - 40.05 - 40.05
June 2009 1,561.72 223.99 1,785.71 223.99 1,561.72
September 2009 3,715.57 468.70 4,184.27 468.70 3,7156.57
December 2009 3,640.45 351.70 3,992.15 351.70 3,640.45
March 2010 2,183.27 177.97 2,361.24 177.97 2,183.27
June 2010 1,806.02 57.29 1,863.31 57.29 1,806.02
Totals $ 20,882.63 $ 1,313.41 $ 22,196.04 $ - 8,791.69 § 13,404.35

The Library has paid the interest of $1,313.41 to the Internal Revenue Service and requested that
the penalties for 2009 and 2010 be waived, in a letter dated December 15, 2010.

We have asked the former Bookkeeper, Kristi Rhodes, to repay the Library $8,791.69 for the
penalties and interest paid to the Internal Revenue Service. (See Summary, page 12)

Officials and employees have the duty to pay claims and remit taxes in a timely fashion. Failure
to pay claims or remit taxes in a timely manner could be an indicator of serious financial problems which
should be investigated by the governmental unit.

Additionally, officials and employees have a responsibility to perform duties in a manner which
would not result in any unreasonable fees being assessed against the governmental unit. (Accounting
and Uniform Compliance Guidelines Manual for Libraries, Chapter 4)

Any penalties, interest or other charges paid by the governmental unit may be the personal obli-
gation of the responsible official or employee. (Accounting and Uniform Compliance’ Guidelines Manual

for Libraries, Chapter 4)

PENALTIES AND INTEREST — INDIANA DEPARTMENT OF WORKFORCE DEVEL.OPMENT

Penalties and interest totaling $1,032.05 were pald to the Indiana Department of Workforce
Development as shown in the following schedule:

Penalty and
Quarter Ending Interest
March 2009 $ 229.49
June 2009 101.72
September 2009. 66.36
December 2009 40.91
March 2010 425.57
June 2010 168.00
Total $ 1,032.05



NORTH WEBSTER COMMUNITY P'UBLIC LIBRARY
EXAMINATION-RESULTS AND COMMENTS
‘(Continued)

- We have asked the former Bookkeeper, Kristi Rhodes, to repay the Library $1,032.05 for the
penalties and mterest paid to the Indiana Department of Workforce Development. (See Summary, page

12)

Officials and employees have the duty to pay claims and remit taxes in a timely fashion. Failure
to pay claims or remit taxes in a timely manner could be an indicator of serious financial problems which
should be investigated by the governmental unit.

'Additionally, ofﬁéials and employees have a responsibility to perform duties in a manner which
would not result in any unreasonable fees being assessed against the governmental unit. (Accounting
and Uniform Compliance Guidelines Manual for Libraries, Chapter 4)

Any penalties, interest or other charges paid by the governmental unit may bé the personal obli-
gation of the responsible official or employee. (Accounting and Uniform Compliance Guidelines Manual
for Libraries, Chapter 4) .

UNAUTHORIZED PAYMENTS TO'FOBMER BOOKKEEPER

The following schedule shows checks paid to the former Bookkeeper, Kristi Rhodes, which were
not authorized by the Library Director or Board. These checks were not posted to the ledger, at the time
of payment. The Library Treasurer did not sign these checks.

Date Check Date
on Check Number Amt Cashed
12-12-08 3387 $ 44167  12-12-08
12-31-08 3524 598.33  12-31-08
03-26-09 3654 299.01  03-26-09
05-26-09 3814 653.49  06-12-09
06-26-09 4153 : 717.79  06-30-09
10-02-09 4388 311,78  10-09-09
10-13-09 4418 975.00  10-23-09

"~ 10-26-09 . 4427 658.46  10-26-09
11-13-09 4457 : 948.47  11-16-09
11-13-09 4486 948.47  11-20-09
12-14-09 4531 85422  12-16-09
02-15-10 4724 42481  02-24-10
02-24-10 4728 497.63  02-26-10
03-15-10 4818 1,126.60  03-29-10
05-13-10 4919 - 998.31  05-14-10
05-26-10° 4972 741,92 06-03-10
06-14-10 5014 948.45  06-25-10
07-13-10 5091 872,20  08-06-10
07-26-10 5136 656.89  07-30-10
08-13-10 . 5147 585.25  08-13-10
08-26-10 5195 802.55  08-27-10

" 08-26-10 5227 802.56  09-10-10
09-27-10 5281 566.82  10-01-10
09-27-10 - 5314 559.62  10-07-10

Total $ 16,990.29

-9-



NORTH WEBSTER COMMUNITY PUBLIC LIBRARY
EXAMINATION RESULTS AND COMMENTS
{Continued)

We have asked the former Bookkeeper, Kr|st| Rhodes, to repay to the Library $16,990.29, for the
unauthorized checks she recelived. (See Summary, page 12)

Funds misappropriated, diverted or unaccounted for through malfeasance misfeasance, or non-
feasance in office of any officer or employee may be the personal obligation of the responsible. officer or
employee. {(Accounting and Uniform Compliance Guidelines Manual for Libraries, Chapter 4)

LATE PAYMENTS - RETIREMENT PLAN

Checks totaling $26,826.56, paid to Great Wesl Retirement Services for employees' withholdings
and employer's share of the plan, were posted to the disbursement ledger from June 26, 2010 through
August 26, 2010, but were not remitted the vendor until October 2010. All 28 checks cleared the bank on

October 6, 2010.
Interest lost on the employees' investmenté has not been determined.

Officials and employees have the duty to pay claims and remit taxes in a timely fashion. Failure
to pay claims or remit taxes in a timely manner could be an indicator of serious financial problems Wthh
should be investigated by the governmental unit.

Additionally, officials and employees have a responsibility to perform duties in a manner which
would not result in any unreasonable fees being assessed against the governmental unit.

Any penalties, interest or other charges paid by the governmental unit may be the personal obli-
gation of the responsible official or employee. (Accounting and Uniform Compliance Guidelines Manual
for Libraries, Chapter 4)

BOND COVERAGE

The following is a schedule of blanket bond coverage for employees of the North Webster Com-
munity Public Library:

Surety Period of Coverage Number  Amount

Westem Surety Company  04-25-05 to 04-25-11 6_9897007 $ 5,000

-10-



NORTH WEBSTER COMMUNITY PUBLIC LIBRARY
EXIT CONFERENCE

The contents of this report were discussed on December 29, 2010, with Helen Leinbach, Director;
Teresa Frey, Treasurer; and Dana Krull, President of the Board of Trustees. The officials concurred with
our findings.

The contents of this report were transmitted by email on January 24, 2011, to Kristi Rhodes,
former Bookkeeper.

-11-



NORTH WEBSTER COMMUNITY PUBLIC LIBRARY

SUMMARY
Charges Credits Balance Due
Kristi Rhodes, former Bookkeeper:
Penalties and Interest - Indiana
Department of Revenue, page 7 $ 1,585.10 $ - $§ 1,585.10
Penalties and Interest - Internal
Rewvenue Senvice, pages 7 and 8 8,791.69 - 8,791.69
Penalties and Interest - Indiana Department
of Workforce Development, pages 8 and 9 - 1,032.05 - 1,032.05
Unauthorized Payments to Former Bookkeeper, _
pages 9 and 10 16,990.29 - 16,990.29
Totals - Kristi Rhodes, former Bookkeeper $ 28,399.13 $ - $ 28,399.13

-12-



AFFIDAVIT

STATE OEINDIANA )
: 3
COUNTY)

l, David P. Shearer, Field Exafniher, being duly sworr on my oath, state that the foregoing report
based on the official records of North Webster Community Public Library, Kosciusko County, Indiana, for
the period from January 1, 2010 to October 31, 2010, is true and correct to the best of my knowledge and
belief. ’

YOLANGA AUSTIN
_ & Josgoh

My Commission Expiresfl{ oo :

County of Residence:

13-
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PUBLIC EMPLOYEES BLANKET BOND
including Public Schoof Systerh -

Bond No,__69897007
DECLARATIONS
Name of Oblfigee:  State of Indiana

Naneotineured:  North Webster-Tippecance Township Library

2008

flem 3, Dond Period: Frem the beginning of the __25th dayof ATl
10 12 o'clock night on the effective date of the cancetfation or teriiihation of this bond as an entirety,

. Rem4. : Tabie of Limits of Liability

insuring Anfumom 1 Honesty Blankel Bond Coverage

Insuring Agresment 3  Faithul Performance Blanket Bond Covetaga

$

insuring Agresment 2  Honesly Blanket Posifon Bond Coverage . . $.5,000.00
$ .
3

Insuring Agresment 4  Faithhul Performance Blanket Posilion Borrd Coverage

tom &, ' Ths liabiity of the Surely is subject to the tarms of the follawing riders attisched herato:

ftem 6. Ths Obligee and the \nsured by the aoceplance of this Bond ghvs notice tt Surety terminating or cancefling pnov i

Bond(s) No.(s)
Q

. such lermination orcuncdlauoﬁ lo be effective as of the time this bond becorhes effective,

The Surely, In considerailon. of the payment of ihe premium, and subjesl o tje Devierations made a part heredf, the 8l

Qeneral Agreement, Conditions end Limitations and other terme of this Bond, agraes, i eccordencs with such of the

insuring Agreements herecf 8e aro specifieally dosignated by the Incertion of An artioutit of indemnity in the Table of Limits of

Liablily, to indemrify the Obligae for the use and benefit of the Insured for

INGURING AGREEMENTS
Henesty Blanket Bond Coverage

1. Loes susiained by the Insured through any faudulent or cishonest act of acts comiitted by ariy of the Employess, acting slone or in @
coliusion with others, during the-Bend Pomd.xonnnmoummmmdlnghmumogawmmountmhdmthu'rnbhan.m:ua1 .

Liabifty applicabie 10 this Insuiing Agresment 1.
Honeaty Siankat Poaition Band Coverage

2 m»ﬁmmhlmmwwmdmadhmmmmumwbylnydhnEmphy-u.mgdcnowh
ooluslon wih others, during the Bond Perkod, e wmourt of indetanly on sach of suth Eiploysas being the amount atated in the Tabie of H

Lim#ts of Liabilty applicebls fo this Insuring Agreement2,
Faithiul Performanco Blanket Bord GCoverage

3, Loss caused i the Ineured hrough the iakre ofacy of he Emphoyses, acting slene ot oot W oiers, t perfom (akituty hie i

duties or B ely for wi jas and p
amount nol .xmdlnq nt IM sggiegate the lmouni -htod in the Table of Lirike of Lisbily applicalsis 1o this Insuring Agresment 3.

Faithful Performance Blanket Position Bond Coverage

4 Lou eaused o the Insured fhraugh the failure of any of tha Employees, acting albhe of in eorluskm with othars, fo perform fakhhuly his _ '
duties of t ry tor ot fea and propert ived by vitue of his puition o employment during the Bond Period, the |8

d by virtue of his poshion af sifpleyinent during the Bond Perlod b an X

amount of indemnity on ench of such Empbyu; bmq the amount siated in the Table of Lthte of Linbity mpplicable to this insuring |¥%

Agredment 4,
GENERAL AGREEMENT

Loss Undet Prior Bond

1 ihe ofanl A ol this Bond i eubistiuted Yar any priot bond curtisd by 1 Insured o by any predecesser b I

mnuamlmundwhmmbond Is tminated, cancelad o atowed to expre as of the e of such substtulion, the Bursty agrees B

thet wuch Insuring Agreement applies 10 Ises sustained by, or cauted fo, the 1MUY, as Bie Base May be, prior o of during the Bond

Poriod, prewidad that such loes is discovarsd afer the beginning of the Bond Pericd and priot (o the expiation of huew years fom the B

ocancefetion of this Bond s an entirety and that such ioss wauld have baun recoverabile by. (s (reured or such predecessor under such

Wwwhhuwhnmmwiﬁlbmwlmwpfouldhnolmyklhdﬁ\mwﬂ«m“pnd and provided

further:

5) the Indemnay eforied mnlbupmallndnothlddﬂenbmmounkdeowmwdhmdbyh

spphoable ln-whqfummme of iz Bond nd
~ {2) euch lots would hive been covared undat such Insuring Agreement had such lnsuting Agresment with & agreements, condiions
and mfations ss ¢f the tme of such subsitution been in force when the scts o dafauls causing such lors welte committed; snd

& ueovuyundorwchlnwﬂng Agresment on ecoount of such esa shal s 10 4vent excwed the amount which woukd have been b3
under suoh Ineuring A i in the smount for which & s written s of the e ot such substtution, had -euch §f

{nswring Agrasment besn in foros whnn such acts or dedaults were comtimited, &r the athount which would have besn recaverable
- undar such prior bond had such prior bond continusd in fores untl the discuvery of suah (] #ha lazor amourt be smaler,

Form 914-4-2009
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THE FOREGOING INSURING AGREEMENTS AND GENERAL AGREEMENT ARE SUBJECT -
- TOTHE FOLLOWING CONDITIONS AND LIMITATIONS: -

OEFINITIONS

Bomni Thoblwhglumn.nmodhlnhacnd shall have
the v sixtad in thie Bacto :

'Empbyn' as used in Insuring Aynmonh 1 and 2 mesne a

.. pennonwhia b he ompbydtho {neured during the Bond Paricd
wha e 1ot requiied by lay 1o give

bond conditioned for the faithiul
Mmmuﬁhhdub-udwhoblmombov of the siaff or
portonhal of ha insured but doss not mean the Tresaurer or Tax
Colactal, by whatever this known, of the Inaured,

“Empioyes’ a1 used in Inmuring Agreemenis 3 and 4 means &
petson whie h the employ of the Insured during the Bond Perlod
whd % Aot Pguied by law to umish an Individual Bond to queltly
for ofice and whe b & member of the slaff or pemonnal of the
lneuted bud doss not masn sny Tresawer or Tax Coliector by
whatever ttie known.

STUDENT ACTIVITIES

Wheh thik btond & written for m Public School Sywem,
"Employsnr* a» above dafined shall ajso be dearned o includa sny
student enraied in a schoof undar the julsdiction of the insured
whils handiing or having possession of propaty or Nnds in
connection wih sfudsnt activilies or while handing or having

o U8 Savings Bonda or Starnpa or funds In
anhomem09WMuampt

Aty loss ol such pioparty, kinde, Bonds or Stanps through any
ut or defmk covered by this Bond and commited by any
Employes shall Do desmad to be & loss sustained by the Inauied
widet this Bond, whether o not the Insured ls legally abie
thetefor, .

UNIDEN‘HFIABLEEMPLDYEE

Ssction 2. In case & loas is alfeged Io have baen caussd to the
Insured tiough acts or defaul by an Employes covered under an
applesble IMuring Agresment of this Bond: whie such insuring
Agrssinert s in iUl torce and effect and the Insured shall be
‘wnebie to dedignate the spaciic Employes causing such loss. the
reursd shall maverhelasy have the baneR of such Insuring
Agtveinent provided thal the svidence submitted reasonably
estabiichas Ibat the loss was in fact caveed by such Employes
through tuehm«ddauunndprmmm that regardiess
of the number of such Empk d of implcated in such
bashmngthhbﬁydh&mlybcmywchbushdnd

LIMIT OF LIABILITY UNDER THIS BOND
AND ANY PRIOR BOND
Secton 5, Wi testetd 10 e under Insuring Agreement 1 or 3
caused by any Empioyse o b which auch Employes ls concemed
NWWNMUWDWWNM“
In Section £ W it Batid, and wih respect 19 lose under Insuring
Agresinent £ of & sused by sy Empidyse o which is chasgeable

1o such Binpioyew &3 provided In Section 2 of this Bond and with

regpect 1o kea undet sty nsuring Agreement which cacuis party
during the Bund Peribd atd paity during tha period of other bonds
lsued by o Burely B the insured or to any predecessor
imenest ¢f e Iusd &hd termhaind or caiostied or allowed to
wpits 478 I8 which the petiod speciied therein for hringing sul,
action of preanding of any Hnd, or # ne such period Is spuciied
tharsin, han witis 4 paiind prascribed by the appiioable sistuts
aumnmu.hnmnptunmumwm loys thareunder is
diacavared, the fois) BALRY of the Surety under this Bond snd
under such tthee bande shal not axosed, i the aggregate, the

amoutt cattied unter e applicabie Insuring Agresmant of this -

MMWBBNOFWMIVM_ODMIMHMNGM
such olhet buridy, a8 Wntud by the levme and’ conditions thereol,
for any sudh Iss R the dtey anount be larger.

QANCELLATION
Bucton 8. This Bund shak be desmed cancated os 1o any
Employes: |
(o) Immmmwmoobhnumhuudd
aiy ot on the pat of such Employes which would
coftiute & RASRYY of the Ounty. the wppicable
trsuri) Agrowitiont éomring euch Employee;
(@) Vpeti t1e daath, tesignation or removsl of auch Employes;
o

() Al 12 o'cloh iyl vpon the elfactive dale spesified in &
willsh heikia thaied ¥ the Obliges and the lnsured. Buch
date ehall b8 ik Was than thity days after the date of
matig. The sty by the Sumty of notice as aforassid b
ftio Oblyve até Mo insured vhat be sulicient proot of

. fistce, Duitry o such wikten notice by the Bursly shel be
squivileift b inalling.

This Bori) ey be canceded by (he Obligee of the Insured by

maling to Gis Sulety witen notos siating whan thersatter the
welition sfiak be efuclive. This Bond may be cancslied by the

sxcoed the eriount stated in ham 4 of the D pp
1o euth Insuting Agreament.

EXCLUSION
Saciion 3. Thiv Borxd dese not cover any kee svstained by, or
caused o, the Insured under ciicumstancss whereby and to the
amouhl which the Obliges or the Insured volunmiy undertakes or

s obiigated by lmw 1o of indi any of the Employ
lqdm't Rubifty ncured by them b the portovmnnev of their dulies,
LIMFTSOFUAB!UTY

Sactioh 4. indemniication by the Surety fof any_ ioss under
hwmAwomontlu!Mndnd:«hsmdylthlybt
othet lsases under the appleabls Insuring A
sustained; provided, however, thnwhbwundw
oach sueh inswting Agreement for any kes caused by any
Em;byuuhvhhuehimplvyuhmmodulmpmb
Smfad o ha amount of indamnly speciied In the Tabis
ﬂlUlnhdUlNkr

Indemiiification by the Butely for any loos under Ineuring
Agresmant 2 ot 4 chal not reduce tha Surely's kebiRty for cthar
baes undet he applicable Insuring Agrsement, whenever
wulhod.pmmd m:vor.ﬂuwwnoulmilyundorueh

\p nt &3 b sach Employes is imied lo the
lppﬂu-bb.homlollrﬂomlylpodﬂodhhhhbdunhﬂ
Uabitty,

Rigardiess of the rumber of yeard this Bond shall continue in

blumhonumbnupmhmwhhh'halbcpoyabborpud

Sumybynwm.b Mnmdmcln-uudwrn-nm
siading n.M! an thity days thersater, such cancelation
shali Bo affeitiw. Molmﬂuumwmh
suticiont prout oF nivicw, Dulvety of such witttsn notice ekher by

mowguunumm by the.Surely shall be equivaient
maling H S Obibyss or the Ineured cancels, earned premium
shall be ctihpuetd B wih the Y shod rate
lable atd procaduit: ! ke Burety cancels, samed premivm shell
be computad pb raa. Premiun adustnents may be made at e
tme canosliation 8 effectve or as soon ms pracicable m
cancelalion bucniion sfective, but p tor tander of
promiusm s it & cohditian olnwolhﬂm

it any of the cinteliation provisions sst forth in sthar of both of
the fotegoing patsgraphs of this Geclion are prohibied or made
vaid by ety law conbiving the construction of this Bond, auch
provialuna (S e éxtert ey are a0 prohibited or made woid ehall
be dosthad i e ruiified ed of no effect, .

LEGAL PROCEEDINGS

Section 7. No-euh, action of procesding of any kind to rocovie
on accourt of bea under this Bond’ shas be brought sfter the
oxpiradon of dites yoar kom ttw canceliation of this Bond as an
oritioty proviind, hermeven, Bt & euch Imiation for bringing st
aclion ot procemdiiy k piohidited or made void by any baw
comtrofing the dstruction of this Bond, such imiation shal be
dumdbbomuwabbnqunmm.mhmwnporbdd
the Frdtation purtritied by futh law.

the ik of s Kabity as apecified In the Table of Umda of
thﬂ g- mululiv- fom ysar lo ysar or period o
’,n""‘""‘n ’o b
Eaeml
Samtitis _25th 1% d day of __April _ 2065
EYN &\E pvEE
T
Counte'f
By

Resident Agent




®y® | Duplicaté‘
CcoY¥estern Surety Company

RIDER

It is hereby mutually. agreed and understood by and between the Principal and Western
Surety Company, that instead of as originally written:

The Principal’s name has been chanced to read:
Norts Weks-er Community Public Library

No further changes other than above.

Nothing herein contained shall be held to vaty, alter, waive or extend any of the terms, limits

conditions of the _Bond , exceﬁt as heteihabove set forth.
\\\“mmim,,, .
\"‘\ “ﬂ r?’é’l/
w effective on the_20d day of _May , 2007 at
tgqﬂé onc"bkﬁl 'elock a.m., standard -
; ,. ‘.2.‘3
‘gl% élmmg part of _Bond No. 69897007
nsau" MERN SURETY COMPANY of Sioux Falls, South Dakota,

”"fmusuﬂ“
Noarth Webster ("nmmunlj Public Llhru

Signed this _2nd day of _May | _2007

WESTER SURETY COMPAN

GOPX, 7

Paul T. Bruflat, Sefior Vice President

Form 128-4-2002
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Western Surety Company

CONTINUATION CERTIFICATE

Western Surety Company hereby continues in force Bond N6 69648924

briefly described as _ TREASURER TOWNSHIP OF NORTH WEBSTER PUBLIC LIBRARY

for TERRSA FREY

, &g Principal,

in the sum of § Six Thousand and 00/100 _ Dollars, for the term beginning

fl- _  Janvary 19 , 2008 , and ending January 19 ,__2012 _ subjecttoall
8l the covenants and conditions of the original bond referred to above.

: This continuation is issued upon the express condition that the liability of Western Surety Company
i under said Bond and this and all continuations thereof shall not be cumulative and shall in no event exceed
Bl the total sum above written. .

o Dated this ____11th  day of October , 2007

. WESTE SURETY COMPANY
: ‘\.““"””"ll'

| S .o0n, % By /- - v A A—
| S Q\? 0 ﬁ,q )‘%’é : Paul T. Bruflat, Seyfior Vice President
1 i CipE

1 g iz3

" 4 SEA\’*‘S

s 'ﬁ* .i I. v \‘

| 0N

| Qs

g ,"‘“mmg!“““

i

;
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Eﬂ THIS "Continuation Certificate” MUST BE FILED WITH THE ABOVE BOND.
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‘under said Bond and this and all continuations thereof shall not be cumulative and sh_ail in no.event ;ex&ee&

I S Y
- Westen Surety Company

CONTINUATION CERTIFICATE

Western Surety Company hereby coritinues in force Bond No.____ 69648924 - briefly”

"described as

for TERESA FREY

the covenants and condltlons of the original bond referred to above.

This continiiation is issued upon the express condition that the liability of Western Surety Company

the total sum above written.

Dated this - 23 day of __October ___, 2009 .

”w*“ﬁ%ﬁ?’"a . WESTERN URETY COMPANY
's}.?‘ .?pb“‘."'ln.?: ;”"4}, )
Q’ P L B . "‘. l’.'r ,
::: Q’,‘ Q? # ‘l:;;?;
55 4%*’;'*,3& | By ‘-/é /_ o s —
A . 1 Paul T. Bruflat, Seffior Vice President -
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THIS "Continuation Certificate” MUST BE FILED WITH THE ABOVE BOND.

Form 90-A+4-2002

_, a8 Principal,..

in the sum of $ .SIX THOUSAND AND NO/100 - Dollars, for the term begirming-.
—__.Innum:y_lﬁi__ _ 2010 ,andending . January 19 2011, subject to an'
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STATE OF INDIANA "IN THE KOSCIUSKO SUPERIOR COURT
' SS:
COUNTY OF KOSCIUSKO CAUSENO. N30MDA~ 11DA~ ¢/ - 100

STATE OF INDIANA ex rel.
GREGORY F. ZOELLER,
ATTORNEY GENERAL OF INDIANA,

Plaintiff,
V.

KRISTI RHODES and WESTERN SURETY
COMPANY,

Defendants.

STATE OF INDIANA’S VERIFIED MOTION
FOR PRELIMINARY INJUNCTION

The Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney General of Indiana
(the “State”), by Luke P. Hodgin, Députy Attorney Generél, respectfully moves this Court
pursuant to Rule 65 of the Indiana Rules of Trial Procedure and Ind. Code § 34-26-1-6 to issue a
Preliminary Injunction against the Defendant, Kristi Rhodes, and her agents, representatives,
successors, and assigns to enjoin them from dissipating, distributing, transferring, encumbering,
assigning, paying over, or otherwise disposing in any manner or by any means property in the
Defendant’s possessioﬂ or control pending disposition of the State’s Complaint. In support of
this Motion, the State shows the following: | |

1. On March 17, 2011, the State filed its Complaint in this action alleging that the
Defendant, Kristi Rhodes, wrongfully or negligently failed to properly account for public funds
of the North Webster Community Publi.c Library (the “Library”), or otherwise committed several
acts of misfeasance, malfeasance, and nonfeasance which resulted in the misappropriation,

diversion, and misapplication of public funds totaling $28,399.13. The allegations of the



Plaintiff’s Complaint .are incorporated herein and made a part of this Motion by reference. See
also Affidavit of David P. Shearer, which is attached to the State’s Verified Motion for
‘Temporary Restraining Order as Exhibit A.

2. The Defendant, Kristi Rhodes, as the former bookkeeper for the North Webster
Community Public Library, caused the Library to incur penalties and interest due to the Indiana
Department of Workforce Development.

3. The Defendant, Kﬁsti Rhodes, as the former boekkeeper for the North Webster
Community Public Library, caused the Library to incur penalties and interest due to the Internal
Revenue SerQice.

4. ‘The Defendanf, Kristi Rhodes, as the former bookkeeper for the North Webster
Community Public Library, caused the Library to incur penalties and interest due to the Indiana
Department of State Revenue.

5. The Defendant, Kristi Rhodes, as the former bookkeeper for the North Webster
Community Public Library, received twenty-four checks from Library funds that were not
authorized by the Library Beard or the Library Treasurer, were not signed by the Library
Treasurer, and were not posted to the Library ledger. |

6. If the Defendant is not enjoined from dissipating, distributing, transferring,
encumbering, assigning, paying over, or othemiee disposing in any manner or by any means
property in the Defendant’s possession or control including, but not limited to, real estate; 2004
Chevrolet Venture; 1997 Chevrolet Astro; bank accounts including, but not limited to, checking account

at Lake City Bank; and any retirement plans, the State will be irreparably harmed by not being

able to collect on the misappropﬁated, diverted, or misapplied public funds.



| | 7. Theré is the‘ likelihéod that such property has been or may be sold, conveyed, or
otherwise disposed of with the intentj to cheat, hinder, or delay the State of Indiana or the North
Webster Community Public Library. |

8. A preliminary injunction is necessary to preserve the status quo until the.issues
raised by the State’s Complaint can be heard and considered at hearing.

9. There is substantial likelihood that the State will prevail on its Complaint in this
action, and the State does not have an adequate remedy at law to protect the interests of the State
of Indiana or the North Webster Community Public Library.

10.  The State of Indiana is a governmental organizétion and is not _required to offer
security pursuant to Rule 65(C) of the Indiana Rules of Trial_Procedure.

11.  The Court has set lthis matter for a'rhearing on the 25™ day of March, 2011, at
2:00 p.m. | |

‘ WHEREFORE, the Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney
General of Indiana, respectfully requests that the Court: (15 issue an order enjoining the
Defendant; Kristi Rhodes, and her agents, representatives, suécessors, and assigns from
dissipating, distributing, transferring, encumbering, assi.gning,' paying over, or otherwise .
disposing in any manner or by any means 'property in the Defendant’s possession or ‘control
pending disposition of the State’s Complaint, and (2) grant the State all other just and proper .

relief,



I affirm under the penalties of perjury that the foregoiﬁg representations are true and

correct to the best of my knowledge.

Respectfully submitted,

GREGORY F. ZOELLER
Attorney General of Indiana
Attorney No. 1958-98

u{ Luke P. Hodgin
Deputy Attorney General
Attorney No. 27162-49

CERTIFICATE OF SERVICE
I certify that a copy of the foregoing pleading was duly served upon the parties listed .
below by personal service (Rhodes), and U.S. Mail, Certified (Western), on this 17" day of
March, 2011:
Kristi Rhodes
8959 East 350 North
Pierceton, IN 46562
Western Surety Company
Office of General Counsel

101 South Phillips Avenue
Sioux Falls, SD 57104

(-s Deputy Attorney General

Office of the Attorney General

Indiana Government Center South, Fifth Floor
302 West Washington Street

Indianapolis, IN 46204-2770

Telephone: (317) 232-6356

Facsimile: (317) 232-7979



STATE OF INDIANA | : IN THE KOSCIUSKO - COURT

COUNTY OF KOSCIUSKO . ' CAUSE NO. _

STATE OF INDIANA ex. rel
GREGORY F. ZOELLER,
ATTORNEY GENERAL OF INDIANA,

V.

KRISTI RHODES, and WESTERN SURETY
COMPANY '

SS:

Plaintiff,

Defendants.

'AFFIDAVIT OF DAVID P. SHEARER

|, David P. Shearer, affirm and state as follows:

I.
2.
3.

I am a competent adult and have personal knowledge of the facts set forth herein,

lam employéd as a Field Examiner by the State Board of Accounts (“SBOA”).

As a field examine_r with the SBOA, | am assigned to the district covering St. Joseph, Elkhart,
Marshall and Kosciusko Counties. '

I performed'aﬁ examination of the North Webster Community Public Library, covering the
period of January 1, 2010 to October 31, 2010.

Kristi Rhodes was the bookkeepér of the North Webster Community Public Library for the
duration of the audit period. -

The results of my audit of the North Webster Community Public Library’s official records
revealed a loss to the Library of, or in excess of, $28,399.13, in which the funds .of the
Library were being misa'ppropr_iated; diverted or unaccounted for by Kristi Rhodes.

During the examination 6f the records of the North Webster Comrﬁunity Public Library, I
discovered thaf the Library had paid penalties and interest t_6 the Indiana Department of
Revenue totaling $1,585.10. o ' |
During the examination of the records of the North Wébster'Com.mun'ity Public Library, I

discovered that the Library had paid penalties and interest to the Internal Revenue Service

- totaling $8,791.69.

During the examination of the records of the North Webster Community Public Library, 1
discovered that the Librafy had paid penalties and interest to the Indiana Department of

Workforce Development totaling $1,032.05.




- 10. During the examination of the records of the North Webster Community Public Library, 1
discovered checks that had been paid to the bookkeeper; Kristi Rhodes, without approval
from eithef the Library Director or the Library Board. These checks were not included in the
ledger and were not signed by the Library Treasurer. The total amount of these checks was
$16,990.29. '

11. The State Board of Accounts prepared audit report B38499 based upon the results of the
examination of the North Webster Community Public Library. ‘

12. The Plaintiff in this action is the State of Indiana.

13. THe civil proceedings instituted by the Attorney General, such as injunctive relief or
prejudgment attachment, are based upon allegations that Kristi Rhodes committed
misfeasance, malfeasance, or nonfeasance under Ind. Code § 5-11-5-1(d).

Further Affiant sayeth naught.

I affirm, under the penalties for perjury, that the foregoing repreéentations are true.

David Shearer
Field Examiner
State Board of Accounts

State of Indiana
SS:

County of

Subscribed and sworn before me, the undersigned, a Notary Public in and for said county and state, this
( :
A, K

i day of Z?Z’Qlﬂé , 2011,

‘ (?r-”ud \ C‘_(ys-,;/c

My commission expires:

Notary Public

My County of Residence

Printed Name




" STATE OF INDIANA IN THE KOSCIUSKO SUPERIOR COURT
SS:
COUNTY OF KOSCIUSKO CAUSENO. 43503 - (lO% -4 - 1bD

STATE OF INDIANA ex rel.
GREGORY F. ZOELLER,
ATTORNEY GENERAL OF INDIANA,

Plaintiff,
V.

KRISTI RHODES and WESTERN SURETY
COMPANY,

Defendants.
STATE OF INDIANA’S VERIFIED MOTION FOR
TEMPORARY RESTRAINING ORDER

The Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney General of Indiana

(the “State”), -by Luke P. Hodgin, Deputy Attorney General, respectfully moves this Court

pursuant to Rule 65 of the Indiana Rules of Trial Procedure and Ind. Code § 34-26-1-6 to issue a

Temporary Restraining Order against the Defendant, Kristi Rhodes, and her agents,

representatives, successors, and assigns to temporarily restrain and enjoin from dissipating,

distributing, transferring, encumbering, assigning, paying over, or otherwise disposing‘ in any

manner or by any means property in the Defendant’s possession or control pending hearing on

the State’s Verified Motion for Preliminary Injunction. In support of this Motion, the State
shows the following:

1. On March 17, 2011, the State filed its Complaint in this action alleging that Kristi

Rhodes, former bookkeeper for the North Webster Community Public Library (the “Library”),

qungfully or negligently failed to properly account for funds of the Library, or otherwise

committed several acts of misfeasance, malfeasance, and nonfeasance which resulted in the



misappropriation, diversion, and misapplication of public funds totaling $28,399.13. The
allegations in the State’s Complaint are incorporated herein and made a part of this Motion by
reference. See also Affidavit of David P. Shearer, attached hereto and incorporated herein as
Exhibit A. |

2. If the Defendant, Kristi Rhodes, is not restrained from dissipating, distributing,
transfe_rring, encumbering, assigning, paying over, or otherwise disposing in any manner or by
any means prolperty in the Defendant’s possession or control including, but not limited to, real
estate; 2004 Chevrolet Venture; 1997 Chevrolet Astro; bank accounts including, but not limited to,

checking account at Lake City Bank; and any retirement plans, the State will be irreparably harmed. |

3. There is the likelihodd that such property has been or may be sold, conveyed, or
otherwise disposed of with the intent to cheat, hinder, or delay the State of Indiana or the North
Webster Community Public Library.

4, A temporary restraining order is necessary to preserve the status quo until the
issues raised in the State’s Verified Motion for Preliminary Injunction can be heard and
considered by this Court.

5. There is substantial likelihood that the State will prevail on its Complaint in this
action, and the State does not have an adequate remedy at law to protect the interests of the State
of Indiana and the North Webster Community Public Library in the matters raised in this Motion.

6. Pursuant to T.R. 65(B)(1) the State verified its Motion and attached an affidavit.

7. Pursuant to T.R. 65(B)(2) the State gave oral notice to the Defendant on the
morning of March 17, 2011, of the State’s intention to file this Motion, and will provide written
notice via personal service in the afternoon of March 17, 2011.

8. The State of Indiana is a governmental organization and is not required to offer

security pursuant to T.R. 65(C).



9. | The State requested, and the Court granted, a hearing on lthe State’s Veriﬁed.
Motion for Preliminai'y Injunction within ten days; speciﬁcaliy, March 25, 2011, at 25_00 p.m.

_ WHEREFORE, the Plaintiff, State of Indiana ex rel. Gregory F. Zoeller, Attorney
General of Indiana, respectfully requests that the Court: (1) issue an order temporarily restraining
the Defendant, Kristi Rhodes, and her agents, representatives, successors, and assigns from
dissipating, distributing, transferring, encumbering, assigning, paying over, or otherwise
dispbsing in any manner or by any means property in the Deferidiant’s possession or control
pending hearing on the State’s Verified Motion for Preliminary Injunction, and (2) grant the
State all other just and proper relief.

I affirm undei the penalties of perjury .that the foregoing representations are true and n

correct to the best of my knowledge. “
Respectﬁilly submitted,

GREGORY F. ZOELLER

Attorney General of Indiana
Attorney No. 1958-98

. m |
B,(jim% A/U \Golph—
o Luke P. Hgldgin
Deputy Attorney General

- Attorney No. 27162-49.

Office of the Attorney General
Indiana Gov’t Center South, Fifth Floor
302 West Washington Street
* Indianapolis, IN 46204-2770
Telephone: (317) 232-6356
Facsimile: (317) 232-7979



CERTIFICATE OF SERVICE
| I certify that a copy of the foregoing pleading was duly served upon the parties listed
befow by personal service (Rhodes), and U.S. Mail, Certified (Western), on this 17" day of
March, 2011:

Kristi Rhodes
8959 East 350N
Pierceton, IN 46562

Western Surety Company
Office of General Counsel
101 South Phillips Avenue
Sioux Falls, SD 57104

05( Luke P. Hod\g'n

Deputy Attorney General

Office of the Attorney General

Indiana Government Center South, Fifth Floor
302 West Washington Street

Indianapolis, IN 46204-2770

Telephone: (317) 232-6356

Facsimile: (317) 232-7979



STATE OF INDIANA | IN THE KOSCIUSKO COURT

COUNTY OF KOSCIUSKO : ' ' CAUSE NO.

STATE OF INDIANA ex. rel
GREGORY F. ZOELLER,
ATTORNEY GENERAL OF INDIANA,

V.

KRISTI RHODES, and WESTERN SURETY
COMPANY

SS:

Plaintiff,

Defendants.

AFFIDAVIT OF DAVID P. SHEARER

I, David P. Shearer, affirm and state as follows:

1.
2.
3.

I am a competent adult and have personal knowledge of the facts set. forth herein.

1 am employed as a Field Examiner by the State Board of Accounts (“SBOA”).

As a field examiner with the SBOA, | am assigned to the district covering St. Joseph, Elkhart,

MarsHaII and Kosciusko Counties: '

I performed an examination of the North Webster Community Public Library, covering the’
period of January [, 2010 to October 31, 2010. | |

Kristi Rhodes was the bookkeéper of the North Webster Community Public Library for the

duration of the audit period.

The results of my audit of the North Webster Community Public Library’s official records

revealed a loss to the Library of, or in-excess of, $28,399.13, in which the funds of the

Library were being misappropriated, diverted or unaccounted for by Kristi Rhodeé. '

During the examination of the records of the North Webster Community Public Library, |

diécovered‘that the Library had paid penalties and interest to the Indiana Department of
Revenue totaling $1,585.10. ,

During the examination of the records of the North Webster Community Public Library, |

discovered that the Library had paid penalties and interest to the Internal Revenue Service

.. totaling $8,791.69.

‘During the examination of the records of the North Webster Community Public Library, |

discovered that the Library had paid penalties and interest to the Indiana Department of
Workforce Development totaling $1,032.05. '




10. During the examination of the records of the North Webster Community Public Library, |
discovered checks that had been paid to the bookkeeper, Kristi Rhodes, without approval
from either the Library Director or the Library Board. These checks were not included in the
ledger and were not signed by the Library Treasurer. The total amount of these checks was
$16,990.29. ‘

11. The State Board of Accounts prepared audit report B38499 based upon the results of the
éxamination of the North Webster Community Public Library.

12. The Plaintiff in this action is the State of Indiana.

13. The civil proceedingé instituted by the Attorney General, such as injunctive relief or
prejudgment attachment, are based upon allegations that Kristi Rhodes committed
misfeasance, malfeasance, or nonfeasance under Ind. Code § 5-11-5-1(d).

Further Affiant sayeth naught.

I affirm, under the penalties for perjury, that the foregoing representations are true.

o

David Shearer

Field Examiner

State Board of Accounts

State of Indiana
SS:

County of

Subscribed and sworn before me, the undersigned, a Notary Public in and for said county and state, this
( .

g day of Z?Z’éﬁiﬂé ,2011.

‘ _w/q//n(baua{:f Clerte

My commission expires:

‘Notary Public

My County of Residence

Printed Name




- STATE OF INDIANA IN THE KOSCIUSKO SUPERIOR COURT
SS:
COUNTY OF KOSCIUSKO CAUSE NO. Hébbb ~})]0& - M-— o

STATE OF INDIANA ex rel.
GREGORY F. ZOELLER,
ATTORNEY GENERAL OF INDIANA,

Plaintiff, ﬁ 5’?;%

: _
KRISTI RHODES, and WESTERN 3 MAR17 201

SURETY COMPANY

V.

CLERK, Ké(ClUSKO SUPERIOR COURT NO. 3

Defendants.

TEMPORARY RESTRAINING ORDER

This cause comes before the Court on the State of Indiana’s Verified Motion for
Temporary Restraining Order, and the Court, having considered the Staté’s Motion and the
allegations contained in the State’s Complaint, now finds as follows:

1. On March 17, 2011, the State filed a Verified Motion for Temporary Restraining
Order and Verified Motion for Preliminary Injunction requesting that the Court enter an order to
restrain the Defendant, Kristi Rhodes, and her agents, representatives, successors, and assigns
from dissipating, distributing, transferring, encumbering, assigning, paying over, or otherwise
disposing in any manner or by any means property in the Defendant’s possession or control.

2. Unless restrained, the Defendant may dispose of property held in her name, in her
possession, or in her control prior to the hearing on the State’s motion for injunctive relief.

3. Unless the Defendant is restrained from dissipating, distributing, transferring,
encumbering, assigning, paying over, or otherwise disposing in any manner or by any means
property in the Defendant’s possession or control, the State will be irreparably harmed due to the

likelihood that public funds will be disposed or dissipated.



4. A temporary restraining order is necessary to preserve the status quo until the
issues raised by the State’s Verified Motion for Preliminary Injunction can be heard and
considered by this Court.

5. The Defendant was orally notified of the State’s ihtention to file the Verified
Motion for Temporary Restraining Order in the morning of March 17, 2011, and will be
personally served in the afternoon of March 17, 201 1.

6. The State is a governmental organizatioh and is not required to offer security
pursuant to Rule 65(C) of the Indiana Rules of Procedure.

7. The State’s Motion for Temporary Restraining Order should be granted.

IT IS THEREFORE ORDEREIj by the Court that the Defendant, Kristi Rhodes, and her
agents, representatives, successors, and assigns from dissipating, distributing, transferring,
| encumbering, assigning, paying over, or otherwise disposing in any manner or by any means
property in the Defendant’s possessio.n or control including, but not limited to, real estate; 2004
Chevrqlet Venture; 1997 Chevrolet Astro; bank accounts including, but not limited to, checking account
at Lake City Bank; and any retirement plans, pending hearin.g on the State’s Verified Motion for

Preliminary Injunction.

Dated: __parcH 17, 2ol M
‘ on. Joe V. Sutton

Judge, Kosciusko Superior Court

Distribution:

Kristi Rhodes ' Luke P. Hodgin

8959 East 350 North Office of the Attorney General:

Pierceton, IN 46562 Indiana Government Center South 5™ Floor

Indianapolis, IN 46204
Western Surety Company
. Office of General Counsel
101 South Phillips Avenue
Sioux Falls, SD 57104



