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PHONE (615) 741-2501

May 16, 2006

Honorable Mayor and Members of the
      Board of Aldermen
Town of Oakland
P. O. Box 56
Oakland, TN  38060

Mayor and Board of Aldermen:

Presented herewith is the report on our investigative audit of selected records of the Town 
of Oakland. This audit focused on the period July 1, 2004, through May 31, 2005. However, 
when 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. All responses to each of the findings and recommendations are 
included in the report.



Honorable Mayor and Members of the
      Board of Aldermen
Town of Oakland
May 16, 2006

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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May 16, 2006

Mr. John G. Morgan
Comptroller of the Treasury
State Capitol
Nashville, TN  37243-0260

Dear Mr. Morgan:

As part of our on-going process of examining the records of municipalities, we have 
completed our investigative audit of selected records of the Town of Oakland. This investigative 
audit focused on the period July 1, 2004, through May 31, 2005. However, when 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.



Mr. John G. Morgan
Comptroller of the Treasury
May 16, 2006

Our examination resulted in findings and recommendations related to the following:

1. Mayor William Mullins received unreported excess compensation totaling at least 
$26,846.69

2. Mayor’s personal legal bill paid by Town of Oakland and legal invoices not reviewed 
by authorized check signers

3. Purchases made for other than municipal purposes

4. Unauthorized sale of vacation leave and inadequate leave records

5. Inadequate documentation of hours worked by town employees and officials

6. Clothing allotment for police chief not properly authorized or reported on W-2 as 
taxable income

7. Employees reimbursed for both mileage and gasoline purchases

In addition to our findings and recommendations, we are also providing management’s 
response. For purposes of brevity, we have elected not to include copies of various policies and 
underlying resolutions proposed  by the board of  mayor and aldermen to be taken up at an April 
2006 board meeting. Included in the Appendix are copies of exhibits provided by the board as 
support for their responses to our report. To view all exhibits provided by the board  of mayor 
and aldermen, please click on the following link to access this report on the Division of Municipal 
Audit’s website:  http://www.comptroller.state.tn.us/cpdivma.htm.

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 OAKLAND

FOR THE PERIOD JULY 1, 2004, THROUGH MAY 31, 2005

As noted below, in October 2004, the board of mayor and aldermen authorized an increase 
in the mayor’s annual salary from $25,000 to $54,000. We noted no documented expansion 
of the mayor’s responsibilities. The town’s charter, which has not been amended since 
1994, describes the position as “the ceremonial head of the Town” and provides for the 
mayor to perform certain perfunctory duties. To provide justification for the mayor’s 
compensation, avoid possible future misunderstandings, prevent abuse, and ensure that all 
public money is used as effectively and efficiently as possible, town officials should consider 
documenting an understanding of the duties and responsibilities of the mayor encompassed 
by the $54,000 salary, including expected working hours, etc.

FINDINGS AND RECOMMENDATIONS

For purposes of brevity, we have elected not to include copies of various policies and underlying 
resolutions proposed  by the board of  mayor and aldermen to be taken up at an April 2006 board 
meeting. Included in the Appendix are copies of exhibits provided by the board as support for 
their responses to our report. To view all exhibits provided by the board  of mayor and aldermen, 
please click on the following link to access this report on the Division of Municipal Audit’s 
website:  http://www.comptroller.state.tn.us/cpdivma.htm.

1. FINDING: Mayor William Mullins received unreported excess compensation
totaling at least $26,846.69

For the period September 14, 2002, through June 30, 2005, Mayor William Mullins
received unreported fringe benefits and excess compensation totaling at least $26,846.69 
relating to the use of city-owned vehicles and receipt of a Christmas bonus from the 
town. 

The board of mayor and aldermen passed Ordinance 04-09-01 on October 21, 2004,
which set the mayor’s salary at $54,000 per year. Previously, the mayor was authorized 
to receive $25,000 per year. The mayor received these authorized amounts through 
payment by city check. However, we also noted that Mayor Mullins was provided use of 
town-owned vehicles, ostensibly for performance of his job duties.

In September 2002, the Town of Oakland purchased a 2003 Chevy Tahoe costing
$36,327 for Mayor Mullins’ use. Subsequently, in July 2004, the Town of Oakland 
purchased a 2004 Chevy Suburban for $31,988 for the mayor’s use. At that time, the
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2003 Tahoe was turned over to the police chief. There was no town policy in place 
prohibiting personal use of the vehicles and use of the vehicles was not reported as 
income on the mayor’s W-2. The Internal Revenue Service (IRS) considers use of an 
employer-provided vehicle to be taxable as personal use of the vehicle unless there is a 
policy specifically prohibiting such use. IRS Publication 15-B states that the value of this 
fringe benefit is the annual lease value of the vehicle. Applying the requirements of IRS 
Publication 15-B, the unreported fringe benefit and excess compensation realized by the 
mayor during the period September 14, 2002, through June 30, 2005, totaled $25,808.22.
Mayor Mullins also received a Christmas bonus of $1,038.47 paid by a city check dated
November 24, 2004. Christmas bonuses were approved for town employees in the town’s 
budget. However, there was no provision in the budget for the mayor to receive a 
Christmas bonus. Further, Section 7, Paragraph 2, of the charter for the Town of Oakland 
states, “The compensation of the Mayor and Aldermen shall be set by ordinance, but the 
salary of the Mayor or any Alderman shall not be changed during their term of office.…”
Therefore, it appears that passage of the budget would be insufficient to provide for extra 
compensation for the mayor, even if the budget provided for the mayor to receive such a 
bonus.

Excess unreported compensation received by Mayor Mullins was as follows:

Unreported, excess compensation for personal use of town vehicles $25,808.22
Christmas bonus 1,038.47
Total excess compensation $26,846.69

RECOMMENDATION:

To fulfill their fiduciary obligation to the residents of the Town of Oakland and comply 
with provisions of the town charter, the mayor and members of the board of aldermen 
should ensure that town officials are not compensated in excess of properly authorized 
amounts. All excess compensation should be reimbursed to the town.

MANAGEMENT’S RESPONSE:

Mayor and Members of the Board of Aldermen:

Christmas Bonus—We concur. The mayor’s Christmas bonus was an approved item in 
the town’s budget and he received same along with the town’s other employees. 
However, the tax code does consider it compensation. The town will therefore deduct 
$1,038.47 from the mayor’s compensation due for tax year 2006.

Vehicle—We do not concur. Attached as Exhibit 1A is the mayor’s statement to the 
board of aldermen that the 2003 Chevy Tahoe and the 2004 Chevy Suburban, owned by 
the town, were made available to the mayor, and used exclusively, for municipal
purposes. Attached as collective Exhibit 1B is the policy, related resolution and an April 
2006 agenda confirming the town’s vehicles shall only be used for municipal purposes. 
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Finally, attached as Exhibit 1C is a legal memorandum concluding the town’s vehicles 
are a “working condition fringe” and thus not compensation.

AUDITOR’S REBUTTAL:

Examination of the 2005 fiscal year budget provided to auditors by the town 
recorder revealed that, although Christmas bonuses were approved as line items in 
the budget for various municipal departments, the budget did not include a 
Christmas bonus line item for the mayor or other members of the administration.

A four-page memorandum supporting the response of the board of mayor and 
aldermen argues that the mayor’s use of two town-owned vehicles, a 2003 Chevy 
Tahoe and a 2004 Chevy Suburban, is not taxable excess compensation. However, 
during conversations with the auditors, the mayor acknowledged that he regularly 
commuted to and from town hall in the vehicles. Notwithstanding the board’s 
assertion that the mayor’s use of the vehicles was solely for business purposes, the 
Internal Revenue Service considers any personal use of an employer-provided 
vehicle, other than de minimis use, to be taxable compensation. When the 
requirements of IRS Publications 15-B, 463, and 535 are applied comprehensively to 
this specific situation, the only valuation method that appears to apply is the lease 
value rule. Further, if, as the response states, the mayor intends to use town-owned 
vehicles solely for municipal purposes in the future, we recommend that the vehicles 
be prominently marked, via use of decals or other means, to indicate that they are 
town-owned vehicles. Finally, the memorandum attached to the response also states 
that “… as the mayor’s use of this vehicle is exclusively in connection with his 
employment by the City of Oakland, creation and maintenance of a log would be 
futile.” As a practical matter and regardless of any IRS requirements, a usage log 
provides documentary evidence that this town asset was, in fact, used solely for 
business purposes.

We reiterate our finding and recommendation.

2. FINDING: Mayor’s personal legal bill paid by Town of Oakland and legal 
invoices not reviewed by authorized check signers

In October 2004, the city paid $570 to Apperson, Crump, and Maxwell for personal legal 
services provided to Mayor William Mullins. The town attorney (who is employed by 
Apperson, Crump, and Maxwell) and the mayor both stated that this was an error in
billing. The town attorney also stated that his firm would reimburse the town for the 
billing error. The town recorder told auditors that she deducted the amount of the mayor’s 
personal legal fees from the town’s payment of an invoice in December 2005.
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Although the check was signed by both Mayor William Mullins and the recorder, the 
town recorder stated that she never reviewed legal invoices because they were the only 
invoices that the mayor received directly and he scrutinized them carefully. Mayor 
Mullins stated that he was unaware the town was invoiced for his personal legal billings.
Therefore, it appears that authorized check signers did not review legal invoices. The 
Internal Control and Compliance Manual for Tennessee Municipalities, Title 2, Chapter 
2, Section 2, states, “Both the checks and attached documentation should be submitted to 
the designated officials for examination and signature.”

RECOMMENDATION:

To prevent unauthorized disbursements and possible misappropriation, officials 
authorized to sign checks should carefully review supporting documentation to determine 
that disbursements are for a valid municipal purpose prior to signature.

MANAGEMENT’S RESPONSE:

Mayor and Members of the Board of Aldermen:

We concur. The town’s payment of the $570 was a mistake and the town attorney 
reimbursed the town. Attached as collective Exhibit 2 is a policy, related resolution and 
an April 2006 agenda regarding review of third-party invoices.

Recorder:

Response is the same as that of the mayor and board of aldermen.

  3. FINDING: Purchases made for other than municipal purposes

Our examination revealed that the Town of Oakland made purchases and provided 
services that did not appear to be for a lawful municipal purpose. Town money was used 
to provide XM satellite radio, an entertainment medium, for a town vehicle used 
exclusively by the mayor. When asked what municipal purpose was served by 
subscribing to an XM satellite radio service, the mayor stated that his use of the radio was 
“classified and highly confidential.” The town also purchased watch batteries and meals 
for town employees and officials. Town officials failed to document the municipal 
purpose served by purchasing watch batteries and providing numerous meals to town 
personnel.

Finally, town employees were used to remove trees and brush from private property 
owned by a town alderman. Utilizing town assets to provide services for the benefit of 
private citizens appears to be in violation of state statutes as well as Title 4, Chapter 3, 
Section 5, of the Town of Oakland Municipal Code, which states:
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Use of municipal time, facilities, etc. No town officer or employee 
shall use or authorize the use of municipal time, facilities, 
equipment, or supplies for private gain or advantage to himself or 
any other private person or group. Provided, however, that this 
prohibition shall not apply where the governing body has 
authorized the use of such time, facilities, equipment, or supplies, 
and the municipality is paid at such rates as are normally charged 
by private sources for comparable services.

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 decrease the risk of misappropriation or abuse, fulfill their fiduciary duty to town 
residents and comply with state law, town officials should prohibit any expenditure of 
town money that is not for a lawful municipal purpose. The recorder should ensure that 
adequate documentation, including the municipal purpose served, if applicable, is 
obtained prior to authorizing any purchase. Under no circumstances should town 
employees be directed to perform work for the private gain of any private person or 
group, including town officials.

MANAGEMENT’S RESPONSE:

Mayor and Members of the Board of Aldermen:

We concur with the recommendation; but, we do not concur with the finding. Attached as 
collective Exhibit 3A is a policy, related resolution, and an April 2006 agenda confirming 
all purchases shall be made for municipal purposes only.

XM Satellite Radio—The town deems inclusion of this radio to not be essentially 
different from inclusion of air conditioning. The vehicle will operate, and enable 
performance of municipal duties, without either amenity. For comparison purposes, the 
expense of air conditioning is likely greater than the radio due to installation, and yearly 
maintenance costs. The town thus views the radio, along with air conditioning, power 
windows, power locks and the like to be insignificant considerations.

Meals and Watch Batteries—The town does not know what purchases are referenced 
and thus cannot cite the municipal purpose same served.

Trees and Brush—Attached as Exhibit 3B is a copy of Municipal Code 17-1096 
showing the town’s statute on disposal of “trees and brush from private property.” 
Attached as Exhibit 3C is a town utility bill showing an $8 charge for sanitation 
collection as well as a statement of disposal dates. Alderman Thomas Adams is an 
Oakland resident, pays his town utility bills and therefore is entitled to the same 
municipal services as every other Oakland resident. The town would prefer to not exclude 
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any bill-paying town officials from receipt of town services due to their status as town 
officials.

Recorder:

Response is the same as that of the mayor and board of aldermen.

AUDITOR’S REBUTTAL:

Subscription to a satellite radio service appears to be an ongoing expenditure for an 
entertainment medium. (Refer to Comptroller’s Exhibit for the XM Channel line-
up.) In an interview with auditors, the recorder stated that the vehicle came 
equipped with the radio and free service for a limited time. When free service was 
discontinued, town officials elected to pay for continuation of the service. There 
appears to be no valid municipal purpose for this expenditure.

Regarding the removal of trees and brush from private property, the town included
a copy of Title 17 of the town’s municipal code in an addendum to their response, 
which states, “Tree trimming, hedge clippings, and similar materials shall be cut to 
a length not to exceed four (4) feet and shall be securely tied in individual bundles 
weighing not more than seventy-five (75) pounds each and being not more than two 
(2) feet thick before being deposited for collection.…”

Also attached to the board’s response was a copy of a town utility bill, which 
disclosed the following: 

ATTENTION SANITATION CUSTOMER
HOUSEHOLD TRASH PICK-UP DAYS
ARE TUES. & FRI. GRASS, BRUSH,
AND ETC. ON WED. & THURS.

Both the sanitation director and the alderman involved acknowledged that small 
trees were cut and removed from the yard. We agree with management’s assertion 
that city officials should have the same rights and privileges as other citizens. 
However, we noted no provision in the town’s municipal code for town employees to 
cut and remove trees at the request of private individuals. Absent such 
authorization and a related valid municipal purpose, such action is prohibited. If 
town officials determine a valid municipal purpose for cutting and removing trees at 
the request of private individuals, town officials should ensure that this service is 
available to all citizens and that the town’s insurance carrier is made aware of and 
agrees to cover any related liability.
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 4. FINDING: Unauthorized sale of vacation leave and inadequate leave records

Town officials failed to ensure adequate employee leave records were maintained, and 
routinely allowed town personnel to sell vacation leave to the town without authority. We 
reviewed payroll and leave records of eight employees. During the period July 1, 2004, 
through May 31, 2005, those employees sold 459.76 hours of vacation leave to the town 
at a cost of $9,869.44. Regarding vacation leave, the town’s personnel policy states:

Employees shall accrue vacation leave from their employment 
date, but shall not be entitled to take vacation until they have 
completed one (1) year of service. Vacation leave may be taken as 
earned subject to the approval of the department head who shall 
schedule vacations so as to meet the operational requirements of 
the department. Employees may accrue vacation leave to a 
maximum of three hundred and sixty (360) hours as of December 
31 of each year, but must take a minimum of forty (40) hours of 
vacation during every twelve (12) month period.

The town’s personnel policy did not provide for the sale of vacation leave. Further, 
although requests were on file for the sale of some leave, such requests could not be 
located for all sales. Town employees were not required to submit written requests for 
vacation leave when taking vacation. Apparently as a result of management’s failure to 
require adequate documentation of vacation leave taken or sold, the recorder was not 
charged for 12 hours of vacation leave sold to the town on June 10, 2004. Likewise, town 
clerk Carolyn Jordan took one week of vacation in early May 2005 for which she was not 
charged. Our audit revealed that the town’s payroll software routinely accrued additional 
vacation leave for employees that sold leave, treating sold leave as though it represented 
actual hours worked.

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.

RECOMMENDATION:

To prevent abuse, avoid misunderstandings, and comply with the town’s leave policy and 
the Internal Control and Compliance Manual for Tennessee Municipalities, town 
officials should prohibit the sale of vacation leave absent an amendment to the leave 
policy authorizing such sales of leave. Town officials should also require that thorough, 
complete documentation is maintained for all vacation leave taken. In addition, 
employees should be required to take at least 40 hours of vacation leave every twelve 
months, as mandated by the town’s personnel policy. Employee leave balances should be 
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checked periodically to ensure they are correct and any software anomalies should be 
corrected.

MANAGEMENT’S RESPONSE:

Mayor and Members of the Board of Aldermen:

We concur. Attached as collective Exhibit 4A is a policy, related resolution and an April 
2006 agenda regarding documentation of vacation time. Regarding “selling” vacation 
time, attached as collective Exhibit 4B is a copy of Resolution 08-05-01 and the Policy 
thereby adopted regarding how vacation leave should be documented and, if desired, 
compensated. Further: 1) the “early May, 2005” time for Carolyn Jordan was credited as 
sick leave, not vacation leave, since Mrs. Jordan took the time off due to the death of her 
mother; 2) the recorder’s undocumented “12 hours of vacation leave” has been 
documented; 3) the software has been updated; and, 4) prior to adoption of the above-
referenced Policy allowing the “sale” of vacation time, the town allowed same because 
the policy then governing vacation leave was silent regarding, and thus did not preclude, 
same.

Recorder:

Response is the same as that of the mayor and board of aldermen.

AUDITOR’S CLARIFICATION:

Ms. Jordan told auditors that in addition to taking sick leave related to her mother, 
she took a vacation in early May 2005 to visit a friend on the west coast.

Prior to passage of a resolution on August 18, 2005 (subsequent to the period 
reviewed, and after this issue had been discussed with the town recorder) the town’s 
employee handbook and other town policies did not address the issue of sale of 
vacation leave. Absent proper authorization, such sales of vacation leave are 
prohibited. We also noted that all sales of vacation leave under the amended 
employee handbook require approval of the board of mayor and aldermen. None of 
the documented sales of leave we noted during the period reviewed were approved 
by the board of mayor and aldermen.

We reiterate our finding and recommendation.
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5. FINDING: Inadequate documentation of hours worked by town employees and 
officials

The town recorder received compensatory time for working more than 40 hours per 
week, but failed to document hours worked. Our audit also revealed that numerous time
sheets were unavailable for review for one of the town clerks, Carolyn Jordan. We were 
unable to substantiate, based on our examination of available time sheets for Ms. Jordan, 
as well as additional documentation and information we obtained, that Ms. Jordan 
worked all hours for which she was paid. Finally, we noted that at least two employees’
time cards or sheets appeared to have been prepared considerably after the fact.

The Internal Control and Compliance Manual for Tennessee Municipalities, Title 2, 
Chapter 3, Section 7, states, “NOTE: Time cards or honor system time sheets (approved 
by department heads) should be maintained for all employees in order to eliminate 
unauthorized pay and repeated tardiness.…”

RECOMMENDATION:

To prevent abuse and comply with the Internal Control and Compliance Manual for 
Tennessee Municipalities, town officials should require that all town employees, 
including salaried employees that receive compensatory time, prepare time cards or 
sheets contemporaneously.

MANAGEMENT’S RESPONSE:

Mayor and Members of the Board of Aldermen:

We concur. Attached as collective Exhibit 5 is a policy, related resolution and an April 
2006 agenda regarding documenting hours worked. Further, in light of the small number 
of employees, town recorder, Lisa Doyle, can, from personal knowledge, confirm Mrs. 
Jordan worked the hours for which she was paid.

Recorder:

Response is the same as that of the mayor and board of aldermen.
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AUDITOR’S CLARIFICATION:

The town had no time sheets on file for Ms. Jordan for 39 weeks of the 17-month 
period for which selected payroll records were reviewed, including the following 
periods:

Weeks ending January 8, 2004, through February 19, 2004
Weeks ending May 27, 2004, through June 24, 2004
Weeks ending July 15, 2004, through August 5, 2004

Week ending August 26, 2004
Weeks ending September 9, 2004, through December 30, 2004

Week ending May 5, 2005

Ms. Jordan admitted to auditors that she prepared at least some of her time sheets 
subsequent to being paid. She further stated that she may have not prepared any 
time sheets from October 2004 through December 2004. In addition, Ms. Jordan 
claimed and was paid overtime for most weeks she worked, including weeks for 
which she did not provide time sheets or other documentation. 

MINIMAL internal control standards for payroll expenditures require that 
documentation of hours worked be generated timely. Proper preparation and 
maintenance of employee time cards or sheets is not a perfunctory duty or 
obligation on the part of municipal officials, it is vital and necessary in determining 
that employees are paid only for hours worked. Such documentation provides 
factual or substantial support for statements made and provides a historical record 
for later review. The recorder’s memory is not subject to audit or other 
authentication.

Information and documentation obtained during the audit indicates that Ms. 
Jordan did not work all hours for which she was paid. We reiterate our finding and 
recommendation.

6. FINDING: Clothing allotment for police chief not properly authorized or 
reported on W-2 as taxable income

Although our audit revealed that the police chief received a clothing allotment of $750,
the town had no ordinance indicating approval of the clothing allotment by the board of
mayor and aldermen, and the allotment was not properly reported as taxable income.

Apparently there was an unwritten agreement between the administration and the police 
chief that he would receive an annual clothing allotment. Section 28 of the town charter
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states, “Be it further enacted, that the Board shall be responsible for controlling 
expenditures of the various agencies of the Town government to accomplish maximum 
efficiency and economy.…”

Section 29 of the town charter states:

Be it further enacted, that any contract or agreement made in 
violation of the provisions of this Charter or ordinances of the 
Town shall be void and no expenditure shall be made thereunder.
Every officer and employee who shall knowingly make or 
participate in any such contract or agreement, or authorize or make 
any expenditure thereunder, and their sureties on their official 
bonds, and every person who shall knowingly receive such a 
payment, shall be jointly and severally liable to the Town for the 
full amount so paid or received. A violation of this section by any 
officer or employee shall be cause for his removal.

IRS regulations require that clothing allotments be treated as taxable income unless an 
actual expenditure for clothing is documented and the clothing is unique to job 
performance.

RECOMMENDATION:

To decrease the risk of misappropriation or abuse and to comply with IRS regulations, 
town officials should require that all expenditures are properly authorized as provided for 
in the town charter and that any expenditures that are considered income under IRS 
regulations are reported to the IRS on the applicable tax forms. Unauthorized payments 
should be reimbursed to the town.

MANAGEMENT’S RESPONSE:

Mayor and Members of the Board of Aldermen:

We concur. Please see collective Exhibit 3A regarding expenditure of municipal funds 
for municipal purposes which may be considered income. Further, the police chief’s 
clothing allotment is authorized and documented in the town’s annual budget.

Recorder:

Response is the same as that of the mayor and board of aldermen.

Police Chief:

Response is the same as that of the mayor and board of aldermen.



Findings and Recommendations

12

 7. FINDING: Employees reimbursed for both mileage and gasoline purchases

Our audit revealed that some town employees that traveled on town business were 
reimbursed for both mileage and the purchase of gasoline when using personal vehicles.
The town’s travel reimbursement policy states, “Authorized travelers shall be reimbursed 
according to the Federal travel regulations.…”IRS Publication 463, Chapter 4, Standard 
Mileage Rate, states:

CAUTION! If you use the standard mileage rate for a year, you 
cannot deduct your actual car expenses for that year. You cannot 
deduct depreciation, lease payments, maintenance and repairs, 
gasoline (including gasoline taxes), oil, insurance, or vehicle 
registration fees.

RECOMMENDATION:

To comply with the town’s travel policy and IRS regulations, town officials should 
ensure that employees and officials are not reimbursed for both mileage and gasoline 
purchases when using personal vehicles for town business.

MANAGEMENT’S RESPONSE:

Mayor and Members of the Board of Aldermen:

We concur. Attached as collective Exhibit 7 is a policy, related resolution and an April 
2006 agenda regarding travel reimbursement. The town has never had a policy 
authorizing reimbursement for both gasoline and mileage. If such reimbursement 
occurred, it was a mistake.

Recorder:

Response is the same as that of the mayor and board of aldermen.
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Comptroller’s Exhibit
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Auditee’s Exhibits

For purposes of brevity, we have elected not to include copies of various policies and underlying 
resolutions proposed  by the board of  mayor and aldermen to be taken up at an April 2006 board 
meeting. Included here are copies of exhibits provided by the board as support for their responses 
to our report. To view all exhibits provided by the board  of mayor and aldermen, please click on 
the following link to access this report on the Division of Municipal Audit’s website:  
http://www.comptroller.state.tn.us/cpdivma.htm
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Exhibit 1A
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Exhibit 1C
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Exhibit 3B
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Exhibit 3C
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Exhibit 4B
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