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WHY WE CONDUCTED THE AUDIT

Our audit was performed in response to a request by the Town Board of
Trustees, as allowed by 74 O.S. § 227.8. The objectives of the audit
included a review of payroll, the sale of Town assets, possible misuse of
debit cards, and possible mismanagement of petty cash. The scope of the
audit was July 1, 2014 to July 31, 2016. However, when the
examination warranted, this scope was expanded.

KEY FINDINGS

Payroll (Page 3)

e Clerk-Treasurer Kelli Evans received $1,727.90 in improper
compensation by way of two extra payroll checks.

o Payroll taxes were not withheld from payroll checks during a two-month
period, which resulted in Clerk-Treasurer Kelli Evans and Mayor Kristi
Schroeder receiving extra compensation of $285.08 and $11.48,
respectively.

e Between July 2014 and July 2016, the paychecks of Clerk-Treasurer
Kelli Evans and water operators Chris Neilson and Israel Cummings
were issued from one day to 21 days early.

e Israel Cummings, the water operator, was paid $419.40 for accrued leave
not allowed under the Town’s Personnel Policies and Procedures.

Executive
Summary

¢ A change of pay periods for employees, from twice per month to bi-
weekly, resulted in extra compensation for Clerk-Treasurer Kelli Evans
and Water Operator Chris Neilson, of approximately $175 and $180,
respectively.

Town Assets (Page 10)

¢ John Schroeder, Mayor Kristi Schroeder’s husband, was awarded the
bid for the sale of a “Police Unit” for $20. The ownership and title of
the vehicle were then transferred directly from the Town to a third
party for $1,300.

e Chris Neilson, the Town’s/CPWA’s water operator, co-purchased a
truck from the Town, in violation of state law.

¢ Bid documents were not kept on file for the sale of four Town vehicles,
as required by law.

|
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Executive

Summary
(continued)
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Debit Cards (Page 14)

¢ Receipts were not maintained for 72 of 118 debit card transactions
totaling $9,420.98.

e The Fire Department paid $958 for a December 2015 holiday party.

e The Fire Department expended $738.54 for food and drink items with
no documentation of a municipal purpose.

o Eighteen of 25 debit card transactions reviewed were not supported
by purchase orders.

o Trustees occasionally signed or initialed blank purchase orders and
checks.

Petty Cash (Page 18)

e The petty cash fund and the change drawer were comingled, and
transaction and receipt documentation was not maintained, resulting in
an inability to properly account for petty cash. Of the $2,252.50 of
petty cash reimbursements between September 2014 and April 2016,
supporting documentation could not be provided for $2,115.57.

Other Issues (Page 20)

e The Town Board appears to have committed an act of nepotism by
hiring Christie Calvert, sister-in-law of Trustee Grant Cummings, as
the town clerk-treasurer.

¢ Thirteen of 25 payments made to Whitnah Excavating, the vendor for
water/wastewater services and mowing/landscaping services, were
issued before the dates on the respective invoices.

e Instead of issuing purchase orders for each individual purchase, the
Town encumbered blanket purchase orders for the total amount of each
category defined in the Town’s annual budget.

e The Fire Department maintains a bank account outside of the authority
of the Town, and not all financial activity of the Department was
reported to, or approved by, the Board.



Oklahoma State Auditor & Inspector

2300 N. Lincoln Blvd. e State Capitol, Room 100 « Oklahoma City, OK 73105 ¢ Phone: 405.521.3495 ¢ Fax: 405.521.3426

February 1, 2018

To the Board of Trustees and the Citizens of the Town of Coyle:

Pursuant to your request and in accordance with 74 O.S. § 227.8, we performed a special
investigation of the Town of Coyle for the period of July 1, 2014 to July 31, 2016. However, when
the examination warranted, this scope was expanded.

The objectives of our investigation primarily included, but were not limited to, the concerns noted
in your request letter. The results of our investigation, related to these objectives, are presented in
the accompanying report.

Because our procedures did not constitute an audit conducted in accordance with generally
accepted auditing standards, we do not express an opinion on the account balances or financial
statements of the Town of Coyle.

The goal of the State Auditor and Inspector’s Office is to promote accountability and fiscal
integrity in state and local government. Maintaining our independence as we provide services to
the taxpayers of Oklahoma is of utmost importance.

This report is addressed to, and is for the information and use of, the town officials and the citizens
of the Town of Coyle. This report is also a public document pursuant to the Oklahoma Open
Records Act, 51 O.S. 8§ 24A.1, et seq.

Sincerely,

6}? x

ARY A.JONES, CPA, CFE

OKLAHOMA STATE AUDITOR & INSPECTOR
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INTRODUCTION

The Town of Coyle (Town) is organized under the statutory town board of trustees’ form
of government, as outlined in 11 O.S. 8§ 12-101, et seq.

The Town Board of Trustees (Board) consists of three trustees, who are elected at large.
The Town’s Code of Ordinances specifies that the town trustees are elected according to
the provisions of 8§ 12-101, et seq., but the Town’s practice has been to elect them at public
town meetings, as outlined in 88 16-301, et seq. The Board needs to correct either its
ordinances or its practice, of which the SA&I has informed the Board.

The Coyle Public Works Authority (CPWA) is a public trust established under 60 O.S. 8§
176, et seq. The town trustees serve as the CPWA trustees. The CPWA operates services
which provide water and sewer, and contracts garbage service, for the residents of the
Town.

The Coyle Educational Facilities Authority (CEFA) is a public trust established under 60
O.S. 8§ 176, et seq. The town trustees serve as the CEFA trustees. Upon its creation in
December 2011, CEFA issued $3,670,000 in bonds for the benefit of the Coyle Public
Schools District.

The Coyle Volunteer Fire Department is a department of the Town under the authority of
the Board, as outlined in 11 O.S. §8 29-201, et seq. The fire chief and the assistant fire
chief answer directly to the Board and are responsible for carrying out the Board’s
directives.

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 1
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BACKGROUND

On July 27, 2016, the Board® voted to request an “investigation of financial records
of the Town of Coyle” by the Office of State Auditor and Inspector (SA&I).

Based on the Town’s official request, and through follow-up discussions and

interviews with town officials, SA&I defined the following as the objectives of the
audit:

1. Determine if improper payroll transactions occurred.

1. Determine if town officials improperly purchased town assets.
I11.  Evaluate potential misuse of debit cards.

IV.  Evaluate possible mismanagement of petty cash.

In addition to these objectives, other areas that came to SA&I’s attention during the
investigation are addressed under “Other Issues”.

L At the time of the vote, the Board consisted of only two members, Grant Cummings and Carl Long.
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OBJECTIVEI Determine if improper payroll transactions occurred.

Summary of Findings:

e Clerk-Treasurer Kelli Evans received $1,727.90 in improper
compensation by way of two extra payroll checks.

e Payroll taxes were not withheld from payroll checks during a two-
month period, which resulted in Clerk-Treasurer Kelli Evans and
Mayor Kristi Schroeder receiving extra compensation in the amounts
of $285.08 and $11.48, respectively.

e Between July 2014 and July 2016, the paychecks for Clerk-Treasurer
Kelli Evans and water operators Chris Neilson and Israel Cummings,
were issued from one day to 21 days early.

e Israel Cummings, the water operator, was paid $419.40 for accrued
leave not allowed under the Town’s Personnel Policies and Procedures.

e A change of pay periods for employees, from twice per month to bi-
weekly, resulted in extra compensation for Clerk-Treasurer Kelli
Evans and Water Operator Chris Neilson, of approximately $175 and
$180, respectively.

Finding Clerk-Treasurer Kelli Evans received $1,727.90 in improper
compensation by way of two extra payroll checks.

First Check

Kelli Evans received check 9051, in the amount of $877.32, dated January
7, 2015. The check was noted as being pay for pay period 01/01/2015 -
01/16/2015. According to Evans this check was an advance on her regular
payroll.

Evans
10045 East Coynty Road T1
Coyle, OK T3027

|I LrCuwn
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The dates of check 9051 did not correspond with the regular pay period, and
Evans was subsequently paid $877.32 by way of check 9064, dated January
16, 2015, for the regular pay period of 1/3/2015 - 1/16/2015. Based on these
payments and dates, check 9051 appears to not be an “advance” but an extra,
improper payroll payment.

TOWH of COYLE CoCLAMORLL BTATE B Bmd
111 I, PULLLAM 3T, Wﬁw
e O gy 11872018
| Punm veew o
Eight Hundiod Saventy-Sevon and 32100 : Dowas |
Kali Evana
10045 Ensi County Road T1
Coyle, OK 73027
s Ao wodh,  _ant

According to Evans, she paid back check 9051 as an “advance”, but town
records reflected that only $1502 of the $877.32 was repaid, resulting in
improper extra compensation of $727.32.

The January 2015 payroll for Evans was encumbered on Purchase Order
20544 dated January 7, 2015. The purchase order reflected alterations and
corrections, which according to both Trustee Carl Long and Grant
Cummings were added after their approval.®

Second Check

Evans received check 9216, in the amount of $1,000.58, dated October 9,
2015, as pay for pay period 10/10/2015 - 10/23/2015. However, on October
23, 2015, check 9218 was also issued to Evans for “Pay Period: 10/10/2015
- 10/23/2015”.

2 $50 was deducted from three subsequent paychecks.
3 See Purchase Order 20544 at Exhibit 1

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 4
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A paystub for check 9216 was located at Town Hall, but was not attached
to any corresponding time card and had “void” handwritten on it. The
paystub reflected 10/10/2015 - 10/23/2015 as the pay period.

TOWN of COYLE
Employee . R —
Keli Evans, 10045 Easl County Road 71, Coyle, OK 73027

25N
e

Earmings and Hours Qty Rate Curent  ¥TD Amount

Saary 1,083.45 2110805 Poid Time O 5 | , =
Haurty Vacation 000 1ie.80 Sick
Payroll Advance 000 Bs0on  Wacaver,
Treasurer Sbpand o1 1! RS, | 111 |
1,093 45

ZESTAEEY, |

Twes |\ | K
Medicare Emploges Addl Tax B E

."f.".\.a%ﬁeu.?ira'ﬁn'-n_u.w's \

Federal Withhalding Y PR A TR
Social Security Employee \\ UM perr, \rnes
Medicare Employes =LA 1 PR ) 3273
K - Withhalding y AN A
’ 28 KT
AdustmenistoNetPsy Gt YIDAmount
Advenica Repay General DDy T 5000
Mikespe Reimbursement o0 Y 1
Tog 12642
et Pay 1,000:58 20,7248

TOWN OF COYLE, PO BOX 248, COYLE, OK 73027, PHOME {405) 468-3741
WHITCO CHECIS - AMARILLL:

Status (FediState)
Derrt Wilhheid Exampt
Pay Period; 10/10/2015 - 101252015 |

9216
AlowancesErs
[

Pray Date; 10082015

Esmed VIDUsed  Avalabie
&a0 6700
zo0 1000 800

Pawered by Intult Payroll

Check 9218 reflected the same pay period as check 9216: however, an
accompanying time card and paystub were located in support of check 9218.

.........

TOWN of COYLE .,
Emplayes 58N Status (Fed/Stats) _.
Kelll Evans, 10045 East County Road 71, Cayle, OK 73027 5328 Dot Withhold/Exén
Pay Paricd: 101102015 - 10(28/2018 |,
Eamings and Hours Qty  Rats  Cumenl "~ YTDAmount , EORLEA!
Salary 1,083.46 22,199,55 Faid Time O~ 3 Eamed
Hourly Vasakian 0.00 11880 Sick, | LR ﬁ
} L

9218

Fed-BOIOK-0
Pay Date: 101232015

Avalabls
BE:00
82.00

Allowances/Exira

Paered by Intuit Payroll

Evans could not explain the extra payment. SA&I found no evidence of any
attempt to repay the $1,000.58. It appears that check 9216 resulted in

$1,000.58 of improper compensation to Evans.
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Summary

Check 9051, which resulted in extra compensation of $727.32%, and check
9216 for $1,000.58 appeared to be improper compensation paid to Evans,
in apparent violation of 19 O.S. § 641, which states in relevant part:

If any...officer or person charged with the collection, receipt,
safekeeping, transfer or disbursement of the public money, or any
part thereof, belonging to...any town...of the state shall convert
to the officer’s or person’s own use or to the use of any other
person...body corporate or other association, in any way
whatever, any of such public money, or any other funds, property,
bonds, securities, assets or effects of any kind received, controlled
or held by such officer or person by virtue of such office or public
trust for safekeeping, transfer or disbursement, or in any other way
or manner, or for any other purpose...or if any person shall advise,
aid, or in any manner knowingly participate in such act,
such...officer or person shall be guilty of an embezzlement.

Finding Payroll taxes were not withheld from payroll checks during a two-
month period, which resulted in Clerk-Treasurer Kelli Evans and
Mayor Kristi Schroeder receiving extra compensation in the amounts
of $285.08 and $11.48, respectively.

From April 2016 through June 2016, payroll taxes were not withheld from
six of Evans’ payroll checks and two of each of the town trustees’ checks.

According to Evans, the Town’s computer software subscription expired in
April, and taxes were no longer automatically withheld from the payroll
checks, resulting in the withholding errors.

Extra taxes were withheld from Evans’ check on July 15, 2016, which
appears to have corrected a portion of the taxes not previously withheld,
leaving $285.08 in extra income.

Kristie Schroeder did not receive a paycheck for June because she was no
longer a town official. As such, it appears that she was overpaid by the total
of the taxes that were not withheld for April and May 2016, totaling $11.48.

Extra taxes were withheld from Trustee Grant Cummings’ and Trustee Carl
Long’s checks in July, which corrected the taxes not withheld the prior two
months.

4 Check 9051 was for $877.32 but Evans repaid $150 for a remaining extra compensation of $727.32.

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 6
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Finding

Between July 2014 and July 2016, the paychecks for Clerk-Treasurer
Kelli Evans and water operators Chris Neilson and Israel Cummings,
were issued from one day to 21 days early.

Evans received 55° paychecks between July 2014 and July 2016. Of those,
42 were issued early, or prior to the end of the respective pay periods.

Following are the dates of the 55 paychecks that Evans received, with those
issued early highlighted in blue and those issued improperly highlighted in

gold.
Kelli Evans
Pay Period | Paycheck | PayPeriod | Paycheck | PayPeriod | Paycheck
ending date ending date ending date
7/31/2014 | 7/30/2014 | 4/10/2015 4/a/2015 12/4/2015 | 12/2/2015
8f15/2014 | 8/14/2014 | 4/24/2015 | 4/20/2015 | 12/18/2015 | 12/11/2015
8/31/2014 | 8/29/2014 5/8/2015 5/8/2015 1/1/2016 | 12/23/2015
9/15/2014 | 9/13/2014 | 5/22/2015 | 5/19/2015 | 1/15/2016 1/5/2016
9/30/2014 | 9/26/2014 6/5/2015 6/3/2015 1/2a9/2016 | 1/15/2016
10/10/2014 | 10/10/2014 | 6/19/2015 | 6/18/2015 | 2/12/2016 2/2/2016
10/24/2014 | 10/24/2014 | 7/3/2015 6/29/2015 | 2/26/2016 | 2/17/2016
11/7/2014 | 11/7/2014 | 7/17/2015 7/7/2015 3/11/2016 3/2/2016
11/21/2014 | 11/21/2014 | 7/31/2015 | 7/15/2015 | 3/25/2016 3/7/2016
12/5/2014 | 12/5/2014 | B/14/2015 28/1/2015 4/8/2016 4/1/2016
12/19/2014 | 12/18/2014 | 8/28/2015 8/7/2015 4/22/2016 4/7/2016
1/2/2015 | 12/31/2014 | 9/11/2015 9/4/2015 5/6/2016 4/27/2016
(none) 1/7/2015 o/25/2015 | 9/16/2015 | 5/20/2016 5/4/2016
1/16/2015 1/16/2015 10/9/2015 | 10/2/2015 6/3/2016 5/19/2016
1/30/2015 | 1/28/2015 (none) 10/9/2015 | 6/17/2016 6/2/2016
2/13/2015 2/13/2015 | 10/23/2015 | 10/23/2015 7/1/2016 6/17/2016
2/27/2015 | 2/24/2015 | 11/6/2015 11/6/2015 | 7/15/2016 7/1/2016
3/13/2015 3/13/2015 | 11/20/2015 | 11/17/2015 | 7/29/2016 | 7/15/2016
3/27/2015 | 3/24/2015

During the same time period, Chris Neilson received six of 14 paychecks
early and Israel Cummings received six of nine paychecks early.

5 Two of the paychecks, issued on the dates highlighted in gold in the table, were not legitimate as discussed
in the previous finding.

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT
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Finding

Chris Neilson

Pay Period | Paycheck .
ot T date Israel Cummings

8/15/2014 | 8/14/2014 Pay Period | Paycheck
8/31/2014 | 8/29/2014 ending date
9/15/2014 9/13/2014 2!2?,-’2015 2!21;’2015
9/30/2014 | 9/26/2014 3/13/2015 |3/13/2015
10/10/2014 | 10/10/2014 3/27/2015 |3/24/2015
10/24/2014 | 10/24/2014 4/10/2015 |a/9/2015
11/7/2014 | 11/7/2014
11/21/2014 | 11/21/2014 4/24/2015 14/20/2015
12/5/2014 | 12/s5/2014 5/8/2015 |5/8/2015
12/19/2014 | 12/18/2014 5/22/2015 |5/19/2015

1/2/2015 1/2/2015 6/5/2015 |6/3/2015
1/16/2015 | 1/16/2015 6/19/2015 |6/15/2015
1/30/2015 | 1/28/2015
2/13/2015 | 2/13/2015

The Oklahoma Constitution prohibits towns from paying employees in
advance of work performed. Numerous supporting Attorney General
Opinions® reflect that the payment of claims prior to the performance of the
work performed would be a violation of the Oklahoma Constitution, Article
10 § 17 which states in part:

The Legislature shall not authorize any...town...to loan its credit
to any corporation, association, or individual.

Israel Cummings, the water operator, was paid $419.40 for accrued
leave not allowed under the Town’s Personnel Policies and Procedures.

According to personnel policies and procedures, each employee earns one-
half day of both vacation and sick leave each month during the first year of
employment. If an employee completes 12 months of continuous
employment, they can be compensated for any unused vacation leave upon
separation of employment, but not for unused sick leave.

Israel Cummings worked approximately four months, accumulating 18
hours of vacation leave and 18 hours of sick leave. It appears as part of his
final paycheck Cummings was paid $209.70 for the accrued vacation leave
and $209.70 for the accrued sick leave. Since Cummings had not completed
12 months of continuous employment, neither payment was allowable,
resulting in $419.40 of improper pay.

61981 OK AG 323; 1984 OK AG 87; 1997 OK AG 78

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 8



TowN OoF COYLE

BOARD REQUEST
DATE OF RELEASE: FEBRUARY 1, 2018

Finding A change of pay periods for employees, from twice per month to bi-
weekly, resulted in extra compensation for Clerk-Treasurer Kelli
Evans and Water Operator Chris Neilson, of approximately $175 and
$180, respectively.

The Town’s pay period was changed at the end of September 2014, from
twice per month to bi-weekly. According to Evans, she and Trustee Kristie
Schroeder discussed changing the pay period, and Schroeder agreed that it
should be done. However, meeting minutes did not reflect approval or
discussion of the change by the Board. Trustees Schroeder, Long, and
Cummings did not recall discussing or approving the change in a Board
meeting.

Neither the Town’s Personnel Policies and Procedures manual nor the
Town’s Code of Ordinances addressed employee pay periods. Having a bi-
weekly pay period instead of a twice per month pay period resulted in
employees receiving two extra paychecks in a 12-month period.

During the pay-period changeover, two pay periods overlapped by four

days, September 27-30. This overlap resulted in Evans and Neilson being
paid approximately $175 and $180, respectively, in extra compensation.

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 9
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OBJECTIVE II Determine if town officials improperly purchased town assets.

Summary of Findings:

e John Schroeder, Mayor Kristi Schroeder’s husband, was awarded the
bid for the sale of a “Police Unit” for $20. The ownership and title of
the vehicle were then transferred directly from the Town to a third
party for $1,300.

e Chris Neilson, the Town’s/CPWA’s water operator, co-purchased a
truck from the Town, in violation of state law.

e Bid documents were not kept on file for the sale of four Town vehicles,
as required by law.

Finding John Schroeder, Mayor Kristi Schroeder’s husband, was awarded the
bid for the sale of a “Police Unit” for $20. The ownership and title of
the vehicle were then transferred directly from the Town to a third
party for $1,300.

On March 13, 2014, the Town Board voted to solicit bids for the sale of two
“Police Units”. According to meeting minutes, the cars were to be sold by
way of sealed bids. A bid solicitation was advertised in the newspaper on
March 18, 2014.

The Board did not specify minimum bids for the police units. Although not
required to do so, other vehicles previously sold by the Town through sealed
bids did have minimum-bid requirements.

The Board opened bids on April 10, 2014. A 2005 Crown Victoria Police
Unit, with 123,000 miles on it, was awarded to the only bidder for $505.
The title to the vehicle was assigned to — -

the buyer on April 11, 2014.

A 2006 Crown Victoria Police Unit,
with 114,505 miles on it (shown at
right) was awarded to the only bidder, |
John  Schroeder, Mayor Kristie

Schroeder’s husband, for $20.

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 10



TowN OoF COYLE
BOARD REQUEST
DATE OF RELEASE: FEBRUARY 1, 2018

The 2006 car title was not assigned to John Schroeder. Instead, Kristie
Schroeder, in her capacity as mayor, assigned ownership of the car directly
to a third party. The assigned title reflected a sales price of $1,300, the price
for which John Schroeder sold the car. He initially advertised the car on
Craigslist seeking $2,000.

ASSIGNMENT OF TITLE BY REGISTERED OWHER {Il Doalar, i.1n'l License BHare: ____ )
i REQISTERED
. | Uwa haraby assagn and warent ownarship of lm \ahLJs da‘sl:rh-ad o Ihs cadifcaty b e lellowing, subies only 10 e
q’rMI:HiE-ELLEm.:;
+ UCENSED DEALER, bans or encumbiances, d any, progacy
CHLAHOMA Purehasen(z) Name o of Breind)
i ) (Typ i
3@» HERE Purchaser(s) Camplele Addr

Attual Purchasa Price of Vehicle: I,_._LS_Q.___G_

vty b0 e DSt of My Knowfedge hat the GDGM&[EHHE&JJNG;MM o the venlkle's cdomalor and Fsted beiow Is the ACTUAL
MILEAGE al the vehicle UNLESS one of the dmmwsummls huém-d

u {H_H_S’_f E,'I’- @ ‘1 The odometa: Mumdodmmww Eanits, :
If.L{- LA TEHH-E I:] 2 Tho odormlue neading s NOT thelaclusl milaage Warning — OdquadShERlimen
Glgnatury of Seller(s):2 Frinted Name ol Selter(s): M '

Subsenbed and nmﬂammmma_FLLﬂ’_._ _,_.:mrng R L’

Hotary Pubbe; M&uLﬂLﬁzL.__. Commission Emramdi.w_d;._ﬂ.w_!_.__._' S

The ownership of the car went directly from the Town to a third party, with
Schroeder receiving the profit. Title 19 O.S. § 641 prohibits town officers
from converting funds or property to their own use or to the use of any other
person, or from knowingly participating in such an act.

The statute states in part:

If any .... officer or person charged with the collection, receipt,
safekeeping, transfer or disbursement of the public money, or any
part thereof, belonging... to any... town... shall convert to the
officer’s or person’s own use or to the use of any other person,
body corporate or other association, in any way whatever, any of
such public money, or any other funds, property, bonds, securities,
assets or effects of any kind received, controlled or held by such
officer or person by virtue of such office or public trust for
safekeeping, transfer or disbursement, or in any other way or
manner, or for any other purpose; ....or in any other manner or
form whatever; ... or if any person shall advise, aid, or in any
manner knowingly participate in such act, such county treasurer,
or other officer or person shall be guilty of an embezzlement.
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Finding Chris Neilson, the Town’s/CPWA'’s water operator, co-purchased a
truck from the Town, in violation of state law.

On May 8, 2014, the Board voted to solicit bids for the sale of a 1977 Ford
two-ton truck, requiring a minimum bid of $500.

John Schroeder, spouse of Mayor Kristie Schroeder, submitted a bid of

$525 for the truck, which the Board accepted on June 12, 2014. No other
bids were received.

Sealed bids: Ford Pickup & Ford 2-ton.truck . One bid on the o tontruck
of 525,00 was received by Mr. John Schroeder. No bids on ford pickup.

A deposit into the Town’s General Fund account reflected Depoalt Tkt

that a $375 check had been deposited for the truck. There @ e
was an additional $150 cash deposited with no information - “*7-*'*'-"%'"""”
concerning its source.” The deposit slip lists the $375 as _}ﬁ;:ﬁ
being from “Schroeder” and “Neilson”. oot | fgp|o |

On June 16, 2014, Kristie Schroeder assigned, on behalf of

the Town, the truck’s title to John Schroeder “and/or” Chris |, §f [ 7[5 |
Neilson. Neilson was the Town/CPWA water operator at || £ | 7™ 9%

the time, hired by the Town in January 2014.

77 B Jdon | |
| 1

ASSIGNMEKT OF TITLE BY REGISTERED OWNER  {Jf Dealer, List Licensa § Here:
iF REESTERED
b hareby assign and harmnt ownership of the vehide descrbed on this certficale torthe following, sublect only o |
CHNER ISELLER IS . )
AUCENSED DEM B, lleng of crcumbrances, [ any, propary ro & on s o F.ﬁu
FLACE OKLAHCMA | Purchasen(s) Name [Tvpe or Prnt):
HETOR VEHICLE TAX re) ]
STAMP HERE Purchazer(s) Camplets Address:
' Actual Purchasa Prics of Vehioig:

1 canfy 0 tre best of iy knowlodge thal the ODOMETER READNG MMad o the vehicle's odometer and lsted belon Is the ACTU,
MILEAGE of the vehicle UNLESS cna of the mmnﬁngmﬁmph B checked:

[j El BD % L_I ["E!ITE{TH T 1 The odometer has aussedad Fs mocharie s

3 2, Tha ccormabar teading m NOT the aciual mileage, Waming — Odaesiet)
Elgnature of Sallers

e Printad Name of Selier(s}:

Subscabed and méaraenlem LeS . owol_eaw

Metany Public: Eﬁﬁ‘ﬁk&_’ﬂ_@_ Comprkssion Expiralion; . sderatl gl Al r
- requred only ofselier manﬂum'u Mmr Polavy ssaistamp fo the rig

Slgnature of B“ﬂ"l”]'-_MLv—»‘ Prlanﬂminj Ruyer{s): _'-.le

" The $375 plus the cash of $150 would equal the $525 selling price of the truck.

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 12



TowN OoF COYLE
BOARD REQUEST
DATE OF RELEASE: FEBRUARY 1, 2018

Because Chris Neilson is an employee of the Town, it appears his
involvement in the purchase of the Town’s truck appears to have violated
11 O.S. § 8-113(A)(1), which provides, in relevant part:

Except as otherwise provided by this section, no municipal officer
or employee...shall engage in selling, buying, or leasing property,
real or personal, to or from the municipality.

Finding Bid documents were not kept on file for the sale of four Town vehicles,
as required by law.

No bid documents were on file at Town Hall pertaining to the sale of a 1977
Chevrolet fire-engine truck, the 2005 Ford Crown Victoria police car, the
2006 Ford Crown Victoria police car, or the 1977 Ford two-ton truck.

Title 11 O.S. § 8-113(D) requires towns to keep all bid documents on file
for at least five years. The statute provides, in relevant part:

All bids, both successful and unsuccessful, and all contracts
and required bonds shall be placed on file and maintained in
the main office of the awarding municipality for a period of
five (5) years from the date of opening of bids or for a period
of three (3) years from the date of completion of the contract,
whichever is longer, shall be open to public inspection and
shall be matters of public record.

As a result of bid documents not being maintained, it could not be
determined if fair and proper bidding procedures were performed.
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OBJECTIVE 11l Evaluate potential misuse of debit cards.

Summary of Findings:

e Receipts were not maintained for 72 of 118 debit card transactions
totaling $9,420.98.

e The Fire Department paid $958 for a December 2015 holiday party.

e The Fire Department expended $738.54 for food and drink items with
no documentation of a municipal purpose.

e Eighteen of 25 debit card transactions reviewed were not supported by
purchase orders.

e Trustees occasionally signed or initialed blank purchase orders and
checks.

Background On September 11, 2014, the Town Board approved obtaining debit cards
for the General Fund and the CPWA bank accounts “to be used for
purchases necessary for carrying out business”. Responsibility for both
cards was assigned to Kelli Evans.

Bank Cards Discussion was conducted regarding the need to have bank debit
cards assigned for the Town General and Town CPWA accounts held
at Oklahoma State Bank to-be used for purchases necessary for
carrying out business. After discussion Vice Mayor Long made a
motion to approve obtaining debit cards for both accounts and
assigning responsibility of both cards to Kelli Evans Clerk/Treasurer.

On February 12, 2015, the Board approved acquiring a debit card for the
Fire Department account “for miscellaneous purchases”. Responsibility for
this card was also assigned to Evans.

Fire Department  Chief Galbraith requested consideration for a debit card to be issued from the
Fire Department account and kept with the Treasurer, Kelli Evans for the account
held at Payne County Bank. Mayor Schroeder made a motion to allow the debit
card to be ordered.

According to Evans, she maintained the Town and CPWA debit cards in a
petty cash box at Town Hall and the Fire Department debit card was held
by the fire chief and assistant fire chief.
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Finding

Finding

Receipts were not maintained for 72 of 118 debit card transactions
totaling $9,420.98.

Title 51 O.S. 8 24A.4 requires that supporting documentation for the
expenditure of public funds be maintained. The statute provides:

...every public body and public official has a specific duty
to keep and maintain complete records of the receipt and
expenditure of any public funds reflecting all financial and
business transactions relating thereto, except that such
records may be disposed of as provided by law.

Between October 2014 and September 2016, 23 of the 25 debit card
transactions reviewed from the General Fund and CPWA bank accounts,
and 49 of the 93 debit card transactions reviewed from the Fire Department
bank account, were not supported by receipts. The undocumented
transactions totaled $9,420.98.

These expenditures included transactions with Sam’s Club, Lowe’s, Best
Buy, Walmart, Dominoes, Party Galaxy, and Dollar Tree.

Without proper supporting documentation, the municipal purpose and
validity of the items purchased could not be determined.

The Fire Department paid $958 for a December 2015 holiday party.

The cost of a December 2015 holiday party held by the Fire Department
included $708.00 paid to Stables Café for food as well as $200.00 paid to
Academy Sports & Outdoors and $50.00 paid to Bath & Body Works for
ten $25 gift cards.

According to the December 10, 2015, meeting minutes, the town trustees
also planned to attend the party:

Holiday Party

attend the Fire Department party on December 17.

Based on 2001 OK AG 30, the expenditure of funds for “meals and
refreshments” from public funds may be allowable if such purpose is a
“public purpose”. The Opinion further states:

Public funds can only be appropriated for a public purpose and
must be used in furtherance of a governmental function as
opposed to benefitting private individuals or groups.
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The use of Town funds for a holiday party would appear to be for the benefit
of a private group in violation of law.

Trustee Carl Long stated that he believed that funds used for parties were
donations. However, no records were found or provided that reflected that
any donations were received or used for the holiday party.

If the Town receives donations from individuals for the specific purpose of
hosting parties for town employees and officials, records should be
maintained that clearly reflect all such donations. Written receipts should
be provided to the individual donors that clearly delineate the purpose of
the donations.

Finding The Fire Department expended $738.54 for food and drink items with
no documentation of a municipal purpose.

Fire Department funds totaling $738.54 were expended for food and/or
drink items, which consisted of the following:

$515.49 — Sam’s Club

$102.53 — Café 33 & Steakhouse
$41.05 — Simone’s Café

$30.22 — Legends Food & Sport
$27.33 — Mama B’s Eatery
$21.92 — Walmart

As noted in the previous finding, based on 2001 OK AG 30, the expenditure
of funds for “meals and refreshments” from public funds may be allowable
if such purpose is for a public purpose. However, without proper supporting
documentation as to the purposes of the expenditures, it could not be
determined if the costs of the meals, food, and drinks purchased by the
Town were for an appropriate municipal purpose.

The Board should define the Town’s policy regarding the expenditure of
funds for meals, refreshments, etc., and town employees should document
the purposes of expenditures when made for these items, incurring expenses
when only for a public purpose.

Finding Eighteen of 25 debit card transactions reviewed were not supported by
purchase orders.

General Fund and CPWA expenditures were made without transactions
being properly encumbered on supporting purchase orders.
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According to 62 O.S. 310.1(A):

Unless otherwise provided by ordinance...designated
employees of cities and towns...having authority to
purchase or contract against all budget appropriation
accounts as authorized by law shall submit all purchase
orders and contracts prior to the time the commitment is
made...

All transactions should be encumbered prior to the time a purchase is made
on a requisition and/or purchase order. Each purchase order should then be
properly approved by the Board.

The Town should establish procedures to help insure that all purchases,
including debit card transactions, are properly documented, approved, and
timely encumbered through a purchase order process.

Finding Trustees, on occasion, signed or initialed blank purchase orders and
checks.

According to Trustee Grant Cummings, trustees routinely signed and/or
initialed blank purchase orders and blank checks, leaving them with the
clerk to complete the applicable transactions.

Blank documents should never be signed prior to their completion.
Documents should only be signed and/or approved after they have been
fully completed, and only when all supporting documentation is attached.
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OBJECTIVE IV  Evaluate possible mismanagement of petty cash.

Summary of Findings:

e The petty cash fund and the change drawer were comingled, and
transaction and receipt documentation was not maintained, resulting
in an inability to properly account for petty cash. Of the $2,252.50 of
petty cash reimbursements between September 2014 and April 2016,
supporting documentation could not be provided for $2,115.57.

Background A town’s petty cash fund should be a small amount of discretionary funds
in the form of cash, used for incidental purchases. A town’s change drawer
should be maintained separately from petty cash, and be used for making
change when the town receives cash payments such as utility collections,
copying fees, etc.

A change drawer should maintain a consistent amount from day-to-day,
while a petty cash fund would need replenished from time-to-time.

Finding The petty cash fund and the change drawer were comingled, and
transaction and receipt documentation was not maintained, resulting
in an inability to properly account for petty cash. Of the $2,252.50 of
petty cash reimbursements made between September 2014 and April
2016, supporting documentation could not be provided for $2,115.57.

Eight reimbursements totaling $2,252.50 were all noted as petty cash or
cash drawer replenishment payments made between September 2014 and
April 2016. Receipts could not be provided to support the transactions as
petty cash disbursements or as change drawer replenishments.

One vendor receipt was provided for $18.83, and an additional $118.10 of
internally-created receipts were represented as support for petty cash
expenditures, leaving $2,115.57 of unaccounted for transactions.

Petty cash should be spent for municipal purposes only and reimbursed by
properly-itemized receipts, as required by 11 O.S. § 17-102(D), which
provides in relevant part:

A municipality shall have the authority to establish petty
cash accounts in amounts established by the governing body
for use in making payments for costs incurred in operating
the municipality. The petty cash accounts shall be
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reimbursed by utilizing properly itemized invoices or petty
cash voucher slips...

Title 51 O.S. § 24A.4 requires records to be maintained for all expenditures,
stating in relevant part:

In addition to other records which are kept or maintained, every
public body and public official has a specific duty to keep and
maintain complete records of the receipt and expenditure of any
public funds reflecting all financial and business transactions
relating thereto, except that such records may be disposed of as
provided by law.

When proper supporting documentation is not maintained, it cannot be
determined or proven that expenditures were for municipal purposes and
made in compliance with law.
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OBJECTIVE V Other Issues

Summary of Findings:

The Town Board appears to have committed an act of nepotism by
hiring Christie Calvert, sister-in-law of Trustee Grant Cummings, as
the town clerk-treasurer.

Thirteen of 25 payments made to Whitnah Excavating, the vendor for
water/wastewater services and mowing/landscaping services, were
issued before the dates on the respective invoices.

Instead of issuing purchase orders for each individual purchase, the
Town encumbered blanket purchase orders for the total amount of
each category defined in the Town’s annual budget.

The Fire Department maintains a bank account outside of the authority
of the Town, and not all financial activity of the Department was
reported to, or approved by, the Board.

Finding

Nepotism

The Town Board appears to have committed an act of nepotism by
hiring Christie Calvert, sister-in-law of Trustee Grant Cummings, as
the town clerk-treasurer.

Prior to the September 2016 board meeting, the position of clerk-treasurer
had been vacated. The minutes of the Board’s September 22, 2016, meeting
reflect that the Board voted to hire Christie Calvert, a sister-in-law of Grant
Cummings, as the new town clerk-treasurer. Per the official minutes,
Trustee lan King made the motion and Trustee Carl Long “Okayed” the
vote for Christie Calvert as town clerk-treasurer.

lan King makes a motion for Christie Calvert. Grant Cummings is unable to vote due to relation.
Carl Long again pointed out issue with Christie being related to Grant. Carl okayed the vote

Long- Okayed
Motion Carried
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However, the individual who recorded the handwritten minutes of the
meeting, recorded that Long did not vote to hire Calvert. As shown in the
handwritten notes below, King made the motion for “Christie” and “Grant
[Cummings] seconded the vote.”

e P e R A T G e S

[N mg,,,‘;ej_ mi;:-ia:. .ﬁmr Cé‘_nﬁui-e 4%
& ; 5 £ . AN i53lg L.JHL-J:\- C}tn}é.—: é-&rﬂj r"&fa—ﬁe_a""
o  lan.

e

According to the individual taking the minutes, after the board meeting
Cummings directed her to change her minutes to reflect that he did not vote
to hire Calvert. The official minutes were prepared to reflect that Cummings
did not vote for Calvert.

At the October 13, 2016, meeting, the Board voted not to approve the
minutes from the September 22" meeting “due to conflict”.

Council declined to approve minutes from September 22, 2016 special session due to conflict
Mayor King - motioned not to approve

Cummings - Seconded

Long - Aye

Motion Carried

A time card on file reflected that Calvert was employed for five days,
September 23 — 29, 2016, and was paid $342.00 on check 6366.

% | E QAN R WS THR L T TT o 10 AT P T LI T I TR ALY R TN T e

1 P OHLAHOMA STATE BANS :
TOWN of COYLE PUBLIC WORKS AUTHORITY GONLE CHLAMOMA 6366 !

PO BOK 348 [405) 4653741 12001 (30 i
COYLE, OF 73027 \ oraal2016 1

i)
i
PayToHE .
thneRos ClNistie R Catvert [ 343 0 I

Three Hundred Forty-Two &nd 001100 ‘ DoLLARS |

Cheistie R Calvert T D EIGMATURES AEGUIRED
301 § Asp St : '
Coyle, OK 73027 Cf o 12;,“_9 - |

MEMO - : —
4 .. 3GHrast39g0hr=g@200 HCAID FENATURE

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 21



TowN OoF COYLE
BOARD REQUEST
DATE OF RELEASE: FEBRUARY 1, 2018

Since Calvert was related to Cummings, it appears the hiring and paying of
Calvert as the clerk-treasurer violated 11 O.S. § 8-106 which specifically

defines

nepotism for municipal government as follows:

No elected or appointed official or other authority of the
municipal government shall appoint or elect any person
related by affinity or consanguinity within the third degree
to any governing body member or to himself or, in the case
of a plural authority, to any one of its members to any office
or position of profit in the municipal government.

Contract for Mowing and Water Operator Services

Finding

Thirteen of 25 payments made to Whitnah Excavating, the vendor for

water/wastewater and mowing/landscaping services, were issued
before the dates on the respective invoices.

Between July 2015 and September 2016, 13 of 25 checks issued to Whitnah

Excavating were paid before the dates on the corresponding invoices.

Invoice Amount | Invoice Date Check Date Invoice Amount | Invoice Date Check Date
$900.00 711372015 7F16/2015 51,050.00 5/7/2016 5/2/2016
51,115.00 7232015 77202015 51,050.00 5/12/2016 5/16/2016
51,050.00 8/5/2015 £/5/2015 51,050.00 5/27/ 2016 5/19/2016
$650.00 8/17/2015 8/12/2015 $1,115.00 6/10/2016 6/10/2016
51,050.00 8/31/2015 8/31/2015 5260.00 6/9/2016
500,00 9/4,/2015 9,/8/2015 51,050.00 6/23/2016 6/20/2016
51,050.00 9/16/2015 5/15/2015 51,050.00 7/11/2016 7/11/2016
%1,180.00 10/5/2015 10/5/2015 £1,050.00 7f22/2016 7/19/2016
$1,050.00 11/2/2015 11/1/2015 $1,100.00 8/5/2016 8f4/2016
5900.00 12/12/2015 12/11/2015 51,603.00 /15,2016 8/15/2016
51,310.00 31772016 3/18/2016 51,155.00 8/31/2016 B/26/2016
£380.00 4/5/2016 3/31/2016 £1,405.00 g/31/2016 B/26/2016
51,180.00 4/18/2016 4/18/2016 51,090.00 9/24/2016 924/ 2016

Title 62 O.S. § 310.1(B) requires that all invoices be examined by the Board
prior to approving them for payment. Payment should not be made before
an invoice is received, reviewed, and verified as to the validity of the goods
received. The statute provides in relevant part:

After satisfactory delivery of the merchandise or
completion of the contract, the supplier shall deliver an
invoice...The appropriate officer shall attach the
itemized invoice together with delivery tickets, freight
tickets or other supporting information to the original of
the purchase order and, after approving and signing said
original copy of the purchase order, shall submit the
invoices, the purchase order and other supporting data
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for consideration for payment by the governing board.
All invoices submitted shall be examined by the
governing board to determine their legality. The
governing board shall approve such invoices for
payment in the amount the board determines just and
correct.

Purchase Orders

Finding Instead of issuing purchase orders for each individual purchase, the
Town encumbered blanket purchase orders for the total amount of
each category defined in the Town’s annual budget.

In FY2016, blanket® purchase orders were encumbered for each individual
category of the Town’s and the CPWA'’s annual budgets. As shown in the
example below, the category of “Office Supplies” was budgeted at
$4,000.00. Subsequently, Purchase Order 20880 was encumbered as a
blanket purchase order for $4,000 for “General Fund FY 15-16 Office

Supplies”.
“Operations. . 0 010 $128/448.47
Office Supplies $ 4,000.00
Town of Coyle, Oklahoma PURCHASE
P.O. Box 248 ORDER
) gl e a0 ]

OPERATIONS
Y 165-|(p
O oE SUPPLIES

Q1Y ORUERED | QTY. RECEIVED CESCRIPTION UNIT PRICE AMOUNT
T T

Also in FY2016, the Street and Alley fund was budgeted at $5,000, and
Purchase Order 20888 was encumbered as a blanket purchase order for the
entire annual budget amount of $5,000.

Street/Alley $ 5,000.00

8 Statutes use the term “blanket” purchase order, the Town used the term “master”.

OKLAHOMA STATE AUDITOR AND INSPECTOR — SPECIAL INVESTIGATIVE UNIT 23




TowN OoF COYLE
BOARD REQUEST
DATE OF RELEASE: FEBRUARY 1, 2018

Town of Coyle, Oklahoma PURCHASE
P.0. Box 248 ORDER
Coyle, Oklahoma 73027
T ez

THIS NUMBER MUST APPEAR ON [
ALL CORRESPONDENCE. INVOICES,
SHIPPING PAPERS AND PACKAGES |

STREET | LB N
- QENERAL

b —)
o
o= DV=Iuwv

SHIPVIA TEAMS FOB

U-'«} QRDERE (—- DATE WANTED
R i 1<
et a8 Y 0

PLEASE ENTER OLIR CRDER I'l'.l-F! T-E’GI LOWING — TO BE SHIFPED AS DIRECTED

QTY. RECEWED DESCRIPTION UNIT PRICE AMCUNT
L T = S

| | RO ¢

QTY. ORDERED

As defined in 62 O.S. § 310.8, a Town may issue blanket purchase orders
for “recurring purchases of goods or services”, however, purchase orders
are to be issued to individual vendors against a budgeted amount, not for
an entire budget category. All purchases to the encumbered vendor should
be recorded against the purchase order reducing the amount owed and
encumbered.

If not utilizing blanket purchase orders, the Town should follow purchasing
procedures provided in 62 O.S. 8§ 310.1and 11 O.S. § 17-102, which directs
that every purchase order be submitted prior to the time a commitment is
made and recorded as an encumbrance against the applicable budgeted
amount.

Volunteer Fire Department

The Town of Coyle has a Volunteer Fire Department. As with any other
department within the Town, the Volunteer Fire Department was
established by the Board as authorized in 11 O.S. § 29-201, and the Board
is the governing body of the Department.

The municipal governing body may procure all necessary
equipment for protection and prevention against fire and
provide for the organization of a municipal fire department.
The governing body may enact such ordinances, resolutions
and regulations as may be necessary to establish and operate
a fire department... [Emphasis added]
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Additionally, under 11 O.S. § 12-106, the powers of the board of trustees
includes the appointment of a volunteer fire chief. Title 11 O.S. § 12-106
states in part:

All powers of a statutory town board of trustees town...shall be
vested in the board of trustees. Without limitation of the
foregoing, the board may: Appoint and remove, and confirm
appointments of, designated town officers and employees as
provided by law or ordinance.

Finding The Fire Department maintains a bank account outside of the authority
of the Town, and not all financial activity of the Department was
reported to, or approved by, the Board.

As noted above, 11 O.S. § 29-201 charges the Board with the operation of
the Fire Department. Fire Department employees should work under the
direction of, and answer to, the Board.

However, all Fire Department financial activity was not administered
through the Board. The Department maintained a bank account independent
of Board oversight and appeared to make decisions concerning the
expenditure of funds without Board oversight or approval.

Bank statements for the Fire Department bank account reflected that Chief
Michael Galbraith and Assistant Chief Tim Bartram individually signed
checks with no additional approval or oversight by the Board.

The Fire Department should not maintain a bank account that is not under
the control of the Board. All checks paid with Town funds should be
approved by the Board, and require two signatures, with at least one
signature being that of a Board member.
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Exhibit 1

Town of Coyle, Oklahoma PURCHASE
P.O. Box 248 ORDER
Coyle, Oklahoma 73027 o
405/466-3741 NS 20644
- TIES SUSIE S MUST ADPLAR OW
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FHisFRG FAmEHS AMD FACTACES
> T, i i, B Y
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N i |
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]|-._.=H.‘.__! e e
[ | I.I_-. J ,:l_,:
‘ i-llhil'q e,
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| _ | i
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DISCLAIMER

In this report, there may be references to state statutes and legal authorities which
appear to be potentially relevant to the issues reviewed by this Office. The State
Auditor & Inspector has no jurisdiction, authority, purpose, or intent by the issuance
of this report to determine the guilt, innocence, culpability, or liability, if any, of
any person or entity for any act, omission, or transaction reviewed. Such
determinations are within the exclusive jurisdiction of regulatory, law-enforcement,
and judicial authorities designated by law.

e —
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