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December 10, 2008 
 
 
 
 
 
Honorable Mayor and Members of the 
      Board of Aldermen 
Town of New Market 
P. O. Box 300 
New Market, TN  37820 
 
Ladies and Gentlemen: 
 
 Presented herewith is the report on our investigative audit of selected records of the Town 
of New Market. This investigative audit focused on the period July 1, 2005, through December 
31, 2006. However, when the examination warranted, this scope was expanded. 
 
 Section 9-2-102, Tennessee Code Annotated, requires that the Comptroller of the 
Treasury prescribe a uniform system of bookkeeping designating the character of books, reports, 
receipts and records, and the method of keeping same, in all state, county and municipal offices, 
including utility districts, which handle public funds. This code section also requires that all 
officials adopt and use the prescribed system. The Comptroller has prescribed a minimum system 
of recordkeeping for municipalities, which is detailed in the Internal Control and Compliance 
Manual for Tennessee Municipalities combined with Chapters 1-7 of Governmental Accounting, 
Auditing, and Financial Reporting. The purpose of our audit was to determine the extent of the 
entity’s compliance with certain laws and regulations, including those in the above-mentioned 
manuals. 
 

 The findings and recommendations in this report relate to those conditions that we 
believe warrant your attention.  



Honorable Mayor and Members of the 
     Board of Aldermen 
Town of New Market 
December 10, 2008 
       
 
 Copies of this report are being forwarded to Governor Phil Bredesen, the State Attorney 
General, the District Attorney General, certain state legislators, and various other interested 
parties.  A copy is available for public inspection in our office. 
 
  Very truly yours, 

  John G. Morgan 
  Comptroller of the Treasury 
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December 10, 2008 
 
 
 
Mr. John G. Morgan 
Comptroller of the Treasury 
State Capitol 
Nashville, TN  37243-0260 
 
Dear Mr. Morgan: 
 
 As part of our ongoing process of examining the records of municipalities, we have 
completed our investigative audit of selected records of the Town of New Market. This 
investigative audit focused on the period July 1, 2005, through December 31, 2006. However, 
when the examination warranted, this scope was expanded. 
 
 Section 9-2-102, Tennessee Code Annotated, requires that the Comptroller of the 
Treasury prescribe a uniform system of bookkeeping designating the character of books, reports, 
receipts and records, and the method of keeping same, in all state, county and municipal offices, 
including utility districts, which handle public funds. This code section also requires that all 
officials adopt and use the prescribed system. The Comptroller has prescribed a minimum system 
of recordkeeping for municipalities, which is detailed in the Internal Control and Compliance 
Manual for Tennessee Municipalities combined with Chapters 1-7 of Governmental Accounting, 
Auditing, and Financial Reporting. The purpose of our audit was to determine the extent of the 
entity’s compliance with certain laws and regulations, including those in the above-mentioned 
manuals. 
 
 Our examination resulted in findings and recommendations related to the following: 
 

1. Expenditures of town funds for apparent nonmunicipal purpose 
 

2. Sales tax not paid on apparently personal purchases 
 

3. Unsupported petty cash disbursements totaling $1,049 
 

4. Leave balances for employees not maintained by recorder 
 

5. Unauthorized sales of vacation and sick leave totaling $7,420 
 



Mr. John G. Morgan 
Comptroller of the Treasury 
December 10, 2008 
 
 

6. Unauthorized bonus paid to former recorder and Christmas bonus paid to former 
recorder’s husband 
 

7. Former recorder and husband frequently received early payroll payments 
 

8. Unsupported mileage reimbursements not reported as income 
 

9. No cell phone use policy 
 

10. Collections not deposited promptly 
 

11. Daily collection reports not prepared 
 

12. Duplicate, prenumbered receipts not issued for collections totaling $34,380 
 

13. Court docket not maintained and unaccounted for police citations 
 
 If after your review, you have any questions, I will be happy to supply any additional 
information which you may request. 
 
      Sincerely, 
 
 
 
      Dennis F. Dycus, CPA, CFE, Director 
      Division of Municipal Audit 
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INVESTIGATIVE AUDIT OF SELECTED RECORDS OF 
THE TOWN OF NEW MARKET 

FOR THE PERIOD JULY 1, 2005, THROUGH DECEMBER 31, 2006 
 
 

LEGAL ISSUE 
 
 
1. ISSUE: Apparent misappropriation of citation collections 

 
Our investigative audit revealed that cash collections of police citations were apparently 
misappropriated on at least three occasions totaling $722. There were no apparent 
measures taken to conceal the known misappropriations, indicating the possibility that 
someone not involved in the recordkeeping process might have been responsible. Due to 
the infrequent deposit of citation collections, addressed in greater detail in Finding 10, we 
were unable to determine the precise dates on which the misappropriations occurred. 
Further, as addressed in Finding 13, no court docket was maintained and numerous 
citations were missing. Therefore, we could not determine whether certain citations were 
paid, which would result in a greater misappropriation amount than previously identified. 
As a result of the above mentioned factors, we could not positively identify the individual 
responsible for the misappropriations of citations collections. 
 
 

FINDINGS AND RECOMMENDATIONS 
 
 
  1. FINDING: Expenditures of town funds for apparent nonmunicipal purpose 

 
The former town recorder made apparently personal purchases totaling over $700 using 
the town’s credit card and Wal-Mart card. Among the questionable expenditures were 
purchases of groceries, slot cars, sports memorabilia, restaurant charges, and several 
items apparently intended for small children. Also, a Sam’s Club membership was 
obtained by the town as a perk for members of the board of mayor and aldermen. 
Personal purchases by the town recorder and expenditures for board member privileges 
do not appear to be valid municipal purposes. Section 6-56-112, Tennessee Code 
Annotated, states, “All expenditures of money made by a municipality must be made for 
a lawful municipal purpose.” 
 
RECOMMENDATION: 
 
To fulfill their fiduciary obligation to town residents and comply with state law, members 
of the board of mayor and aldermen should prohibit any expenditures for nonmunicipal 
purposes. In addition, the mayor and board should take immediate action to recover the 
cost of personal purchases made by the former town recorder. 
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  2. FINDING: Sales tax not paid on apparently personal purchases 
 
Our investigative audit revealed that the former recorder failed to pay sales tax on some 
apparently personal purchases, utilizing the town’s tax exempt status. Section 67-1-
1440(g), Tennessee Code Annotated, prohibits anyone from intentionally avoiding any 
tax due the State of Tennessee. 
 
RECOMMENDATION: 
 
To comply with state law and fulfill their fiduciary duty to town residents, town officials 
should ensure that no one utilizes the town’s tax exempt status for personal purchases, 
regardless of the source of the funds used when making the purchases. As previously 
stated, town funds should not be used for personal purchases. 
 
 
 

  3. FINDING: Unsupported petty cash disbursements totaling $1,049 
 
Our audit revealed that petty cash disbursements totaling $1,049 were not supported by 
any documentation of the related expenditures. The Internal Control and Compliance 
Manual for Tennessee Municipalities, Title 2, Chapter 4, Section 2, states: 
 

 Municipal officials should ensure that … petty cash disbursements 
are made only as needed and that an invoice or petty cash voucher, 
prepared in ink, showing the items purchased, and signed by the 
person receiving the cash, is required in each case. The amount of 
the cash on hand and petty cash vouchers written must total to the 
originally authorized amount of the funds. 

  
RECOMMENDATION: 
 
To help prevent abuse or waste and document that petty cash expenditures are for valid 
municipal purposes, town officials should ensure that adequate supporting documentation 
is maintained in the town’s files for all disbursements of petty cash. 
 
 
 

  4. FINDING: Leave balances for employees not maintained by recorder 
 
Although the former town recorder maintained time records for town employees, 
including vacation and sick leave sold or used, she failed to maintain records of 
employees’ current leave balances. The Internal Control and Compliance Manual for 
Tennessee Municipalities, Title 2, Chapter 3, Section 5, states, “Municipal officials 
should ensure that … a cumulative employee leave record is maintained for each 
employee. The record should clearly show all leave of any type earned and taken for each 
pay period, all paid and unpaid absences, and the current leave balance.” 
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RECOMMENDATION: 
 
To prevent abuse, including the possible use of leave not yet accrued, town officials 
should ensure that the recorder maintains leave records for all employees that include 
each employee’s current leave balances. 
 
 
 

  5. FINDING: Unauthorized sales of vacation and sick leave totaling $7,420 
 
During the period July 1, 2004, through December 31, 2006, the former town recorder, 
her husband, and another town employee sold vacation and sick leave back to the town at 
a total cost of $7,420. Between them, the former recorder and her husband sold vacation 
leave totaling 537 hours and sick leave totaling 71 hours. However, there is no provision 
in the town’s personnel policy allowing for the sale of either vacation leave or sick leave. 
Further, since the former recorder failed to maintain a record of employees’ leave 
balances, it was impossible to determine whether she or her husband had accumulated 
enough leave hours to justify their sales of leave. 
 
RECOMMENDATION: 
 
To prevent abuse and avoid misunderstandings, town officials should ensure that town 
guidelines are followed. They should forbid any disbursement that is not permitted by 
town policy. 
 
 
 

  6. FINDING: Unauthorized bonus paid to former recorder and Christmas bonus 
paid to former recorder’s husband 

 
The former town recorder received an “Audit Bonus” of $650 on February 22, 2006, and 
her husband received a Christmas bonus on November 20, 2006, more than a month after 
resigning from the town. However, no authorization for the recorder’s bonus could be 
located in minutes of meetings of the board of mayor and aldermen. Although the board 
of mayor and aldermen approved Christmas bonuses on October 23, 2006, including the 
bonus to the former recorder’s husband, he had resigned approximately two weeks 
earlier. Paying a Christmas bonus to a former employee that resigned from the town 
before the payment was even authorized does not appear to serve any valid municipal 
purpose. Section 6-56-112, Tennessee Code Annotated, states, “All expenditures of 
money made by a municipality must be made for a lawful municipal purpose.” 
 
RECOMMENDATION: 
 
To fulfill their fiduciary duty to town residents and comply with state law, members of 
the board of mayor and aldermen should ensure that bonuses to town employees are 
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approved by the board and refrain from paying bonuses to individuals no longer 
employed by the town. 
 
 
 

  7. FINDING: Former recorder and husband frequently received early payroll 
payments 

 
Our audit revealed that the former recorder and her husband frequently received payroll 
payments four or more days earlier than other town employees and only one to three days 
after their preceding payroll payment. These early payroll payments appeared to serve no 
legitimate municipal purpose. Section 6-56-112, Tennessee Code Annotated, states, “All 
expenditures of money made by a municipality must be made for a lawful municipal 
purpose.” 
 
RECOMMENDATION: 
 
To fulfill their fiduciary obligation to town residents, comply with state law, and ensure 
some measure of equity in the disbursement of payroll, town officials should prohibit 
early payroll payments to town employees. As an alternative, a written policy could be 
adopted, outlining the circumstances under which early payments may be permissible, 
such as payroll payments for vacation leave taken before the end of the payroll period, 
and the process by which such payments would be approved. 
 
 
 

  8. FINDING: Unsupported mileage reimbursements not reported as income 
 
The mayor and former recorder were reimbursed at least $2,974 for use of their private 
vehicles, ostensibly to conduct town business. However, there were no vehicle usage 
records to support the reimbursement payments. The Internal Control and Compliance 
Manual for Tennessee Municipalities, Title 2, Chapter 2, Section 9, states: 
 

Municipal officials should ensure … that disbursements for job-
related travel and municipal vehicle usage costs are in accordance 
with the municipality’s written policies … The written travel 
policy should require expenses for reimbursement to be reported 
on a standardized form in sufficient detail to allow the 
determination of allowability. 

 
Undocumented expense payments to employees should be considered taxable income and 
reported to the IRS on the employees’ W-2 forms. 
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RECOMMENDATION: 
 
To prevent unauthorized reimbursement payments and avoid the possible tax 
ramifications raised by the payment of undocumented expenses, town officials should 
prohibit the payment of any reimbursement for undocumented use of personal vehicles. 
 
 
 

  9. FINDING: No cell phone use policy 
 
Our audit revealed that the former recorder’s husband routinely incurred cell phone 
charges in excess of $200, much higher than other town employees and officials. 
However, we were unable to determine whether many of the cell phone charges were for 
any valid municipal purpose. Although the town apparently had an unwritten policy 
dictating that cell phones may only be used for town business, there was no written policy 
governing cell phone usage. 
 
RECOMMENDATION: 
 
To help ensure that all town expenditures are for a valid municipal purpose, members of 
the board of mayor and alderman should adopt and adhere to a written cell phone policy. 
The policy should clearly state which town officials or employees are eligible for town 
provided cell phones as well as outline allowable uses and expressly prohibit personal use 
of the cell phones. 
 
 
 

10. FINDING: Collections not deposited promptly 
 
Our audit revealed that citation collections were frequently not deposited promptly. On at 
least 202 separate occasions, collections were held by town personnel for 10 or more 
days before being deposited. As a result, town officials failed to promptly deposit over 
$28,000 in citation collections. 
 
Section 6-56-111, Tennessee Code Annotated, states: 
 

(a) Every municipal official handling public funds shall be 
required to, as soon as practical, but no later than three (3) working 
days after the receipt by such municipal official of any public 
funds, deposit the funds to the credit of such municipality's official 
bank account, or bank accounts. 
 
(d) A violation of this section is a Class C misdemeanor. 

 
The Internal Control and Compliance Manual for Tennessee Municipalities, Title 3, 
Chapter 1, Section 5, states: 
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 Collections should be deposited promptly and intact and only in 
designated depositories. The bank’s night depository should be 
used, if necessary, to avoid large accumulations of currency 
overnight.… The municipality should make daily deposits when 
large amounts of money are involved. 

 
RECOMMENDATION: 
 
To help prevent the misuse or loss of collections, town officials should ensure that all 
collections are deposited intact within three working days into an official town bank 
account. All cash on hand should be safeguarded. 
 
 
 

11. FINDING: Daily collection reports not prepared 
 
The former town recorder did not prepare daily collection reports summarizing the 
amount and source of cash collected each day. The Internal Control and Compliance 
Manual for Tennessee Municipalities, Title 3, Chapter 1, Section 6, requires municipal 
officials to ensure that  
 

… each day the cashier summarizes all cash collections by source 
on a daily collection report, clearly indicating the amount to be 
deposited, the amount retained for change, and the amount of cash 
over or short. Each report should be dated, and the date should be 
recorded on the corresponding deposit slips. The total on the daily 
collection report should agree with the total of the corresponding 
deposit slips as well as the total of all applicable receipts. The 
cashier should sign the daily collection report. 

 
RECOMMENDATION: 
 
To better account for collections, each day the cashier should prepare a detailed report of 
that day’s total collections and the source of those collections. 
 
 
 

12. FINDING: Duplicate, prenumbered receipts not issued for collections totaling 
$34,380 

 
The former town recorder failed to issue duplicate, prenumbered receipts for collections 
totaling at least $34,380. Section 9-2-103, Tennessee Code Annotated, states, “Each … 
municipal official who receives any sum or sums in such official’s capacity shall issue to 
the payer thereof a receipt and shall retain a duplicate thereof in the office of such 
official.…” The Internal Control and Compliance Manual for Tennessee Municipalities 
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also requires municipal officials to ensure that prenumbered receipts are issued for each 
revenue source.  
 
RECOMMENDATION: 
 
To better account for all revenue and comply with state law, all town employees and 
officials that receive collections should issue duplicate, prenumbered receipts for all 
collections. 
 
 
 

13. FINDING: Court docket not maintained and unaccounted for police citations 
 
Our audit revealed that town employees failed to maintain a court docket in which to 
record the dispositions of police citations. Instead, they routinely recorded such 
information on the town’s copies of the citations. However, numerous citations could not 
be located for audit. As a result, we could not determine the proper disposition of those 
citations, including whether or not the citations had been paid and, if so, in what amounts. 
Section 18-1-105(a), Tennessee Code Annotated, states: 
 

It is the duty of the clerk of each of the courts to: … (4) Keep an 
execution docket, in which shall be entered, within the time after 
the adjournment of each court prescribed for issuing executions, all 
judgments or decrees, in the order of their rendition, with the 
names of all the plaintiffs and defendants in full, the day and year 
of rendition, the amount of the recovery and the amount of costs, 
the character and number of the execution, the date of its issuance 
and to what county issued, the person to whom delivered and the 
date of delivery, the date and substance of the return, and the dates 
and amounts of money paid into and paid out of the clerk’s office. 

 
The Internal Control and Compliance Manual for Tennessee Municipalities, Title 3, 
Chapter 5, provides guidance regarding the maintenance of police citations and the 
information to be included in the court docket. 
 
RECOMMENDATION: 
 
To maintain adequate control over court cases and better account for citations collections, 
the court clerk should ensure that the town’s copies of all citations are properly accounted 
for and should record detailed information related to each citation in the court docket, 
including disposition of each alleged offense. 
 


