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TO THE HONORABLE ALLAN GRUBB, DISTRICT ATTORNEY, DISTRICT 23 
 
 
Presented herein is the investigative audit report of the City of Shawnee.  
 
The goal of the State Auditor and Inspector is to promote accountability and fiscal integrity in state  
and local government. Maintaining our independence as we provide this service to the taxpayers  
of Oklahoma is of utmost importance.  
 
We wish to take this opportunity to express our appreciation for the assistance and cooperation  
extended to our office during our engagement.  
  
This report is addressed to, and is for the information and use of, the District Attorney, as provided 
by statute. This report is also a public document pursuant to the Open Records Act, 51 O.S. §§ 
24A.1, et seq. 
 
Sincerely, 

 
CINDY BYRD, CPA  
OKLAHOMA STATE AUDITOR & INSPECTOR 
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City of Shawnee 

Investigative Audit Report 
July 1, 2013 through June 30, 2020 

 
     

 

 
In accordance with 74 O.S. §212(H), District Attorney Allan Grubb requested the State 
Auditor & Inspector’s office to perform an investigative audit of the City of Shawnee in 
response to allegations of inappropriate handling of earmarked funds related to streets and 
roads, and technology and communication support. The audit period is July 1, 2013, through 
June 30, 2020.   

 
The following objectives were developed to respond to the request of the District Attorney: 
 
1. Determine if the City of Shawnee complied with the sales tax ballots and city ordinances 

related to streets and roads by confirming that earmarked funds were properly deposited, 
expended, and transferred as allowed. 
  

2. Determine if the City of Shawnee complied with the city ordinance regarding city court 
fees specifically designated for technology and communications support, by confirming 
that earmarked funds were properly deposited, expended, and transferred as allowed. 

 

 
 Sales tax revenues received by the City of Shawnee (the City) from the Oklahoma Tax 

Commission (OTC) that are related to streets and roads have been properly deposited and 
allocated for the audit period. 

 As of June 30, 2020, the City had collected $4.9 million in tax revenues related to the 2018 
½ cent 10-year Capital Improvement sales tax (City Ordinance 2633NS). During that same 
time period, the City spent $2.3 million of those funds on expenditures that complied with 
the ordinance requirements. The City’s approach to expending the revenue collected has 
been to consider the entire 10-year period versus spending the entire amount collected each 
year.  
 

Why We Performed This Audit 

MARCH 2022 

What We Found  

Objectives 
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 During the audit period, the City collected $41.9 million in tax revenues related to the 

permanent City Ordinance 1910NS 1% sales tax. During that same time period, the city 
spent $44.9 million on expenditures for capital improvement, economic development, or 
debt service that complied with the ordinance requirements. 

 During the audit period, the City was not in compliance with Ordinance 2574NS. They 
did not have separate funds to account for the Technology and Communication Support 
fees, to ensure the fees were properly expended and that any remaining balances were 
carried forward to the subsequent fiscal year.  

o designated technology fees collected in court fees during the audit period totaled 
$108,470. During that same time period, the City spent $86,497 on technology. 
Individual expenditures reviewed complied with the ordinance requirements; 
however, the City did not comply with the city ordinance requirement because they 
under spent the revenue collected by $21,973.  

o designated communication support fees collected in court fees during the audit 
period totaled $108,455. During that same time period, the City spent $334,212 on 
communication support. Individual expenditures reviewed complied with the 
ordinance requirements and the City complied with the ordinance requirement by 
expending all of the revenue collected. 
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Sales Tax Revenue 
Sales tax revenues are remitted on a monthly basis to the City of Shawnee (City) by the 
Oklahoma Tax Commission (OTC). We determined that sales tax ordinances 1910NS1 and 
2633NS2 were significant to the objective and in effect during the audit period. 
 

 1910NS: 1% permanent sales tax (replaced previous taxes) by City of Shawnee voters in 
March of 1999 and allocated as: 7/8 of 1% for capital improvement, economic 
development, debt service; 1/16 of 1% for fire; and 1/16 of 1% for police. 
 

 2633NS: ½ cent 10-year sales tax allocated as follows: 1/8 of 1% for police, fire, 
emergency management capital expenditures; 1/8 of 1% for streets and roads capital 
expenditures; ¼ of 1% for public parks and public facilities capital management. Per 
State Election Board results, this tax was passed in June 2018 by a small margin of City 
of Shawnee voters (622 of 25,594 total votes cast, or 2%). 

 
Sales tax deposits are processed by the City as depicted below: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
1 Attachment 1  
2 Attachment 2 

Background 

Sales Tax Receipts 
Deposited/Transferred 
by OTC into City of 

Shawnee Arvest 
General Account 

(ACCT 2 – 
XXXXXXXX0351), as 

a lump sum.  

Accounting clerk enters 
deposit into Sales Tax 
Allocation Spreadsheet 

which calculates 
allocation based on 
sales tax ballots / 

ordinances. 

Accounting clerk transfers 
June 2018 Sales Tax 

receipts to separate bank 
account (2018 CAP 
Improvement Fund - 

XXXXXXXX4234) and 
makes journal entry to 
record the transaction. 

Journal entry is reviewed by 
the Finance Director.  

Accounting clerk prepares 
journal entry to record 

transaction. City utilizes 
pooled cash system and 

tracks revenue with internal 
funds. Journal entry is 

reviewed by the Finance 
Director. 

1910NS funds remain in the 
City of Shawnee Arvest 

General Account 
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Total sales tax collections for 1910NS and 2633NS the audit period were as follows (rounded, 
with interest): 
 

 
 
Court Fee Revenues 
Court fee revenues are collected on a daily basis by the City court clerk’s office. Based on the 
initial audit request and engagement letter, our scope includes the $10 court fee added to court 
fines for Technology (GL3 revenue account code 43300) and the $10 court fee added to court 
fines for Communications (GL revenue account code 43400). These fees were established by city 
ordinance 2574NS4, effective September 8, 2015, and codified in Municipal Code 1.10(d) and 
(e)5. 
 
Court Fee revenues are processed as depicted below: 
 
 
 
 
 
 
 
 
 
 
 
 
 
Technology and Communications court fee collections for the audit period were as follows: 
 

 
  
 
  

 
3 General Ledger 
4 Attachment 3 
5 Attachment 4 

Description FY 14 FY 15 FY 16 FY 17 FY 18 FY 19  FY 20 Total
1910NS       5,713,902       5,762,239       5,984,863       6,023,038       6,003,799       6,176,888       6,242,139       41,906,868 
2633NS                       -                       -                       -                       -                       -       1,826,146       3,121,070         4,947,215 
TOTAL       5,713,902       5,762,239       5,984,863       6,023,038       6,003,799       8,003,034       9,363,209       46,854,084 

Revenues FY 16 FY 17 FY 18 FY 19  FY 20 Total
Technology Fees     17,874.00     24,178.00     24,314.00       22,840.00       19,264.00    108,470.00 
Communication Support Fees     17,881.00     24,140.63     24,330.37       22,840.25       19,262.50    108,454.75 

Fee revenue collected by the 
court clerk and court record 

clerk. 

Cash Collection Receipt 
Register report printed out 

daily and agreed to the total 
of the physical count of 

daily receipts to be 
deposited. Deposit taken to 

accounting clerk. 

Accounting clerk verifies 
deposit and posts it to 

Incode 9. A distribution list 
showing the GL account 

breakdown is printed.  
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Objective 1  
Determine if the City of Shawnee complied with the sales tax ballots and city ordinances related 
to streets and roads by confirming that earmarked funds were properly deposited, expended, and 
transferred as allowed. 
 
Overall Objective 1 Conclusion 
The City of Shawnee complied with sales tax ballots and city ordinances related to streets and 
roads by depositing, expending, and transferring funds as required. See details below.  

 
Sales Tax Revenues 
Sales tax revenues received by the City from the OTC were deposited appropriately 
and allocated as required by sales tax ordinances 1910NS and 2633NS.  
 
The relevant sales tax ordinances in effect during the audit period were 1910NS and 
2633NS. The sales tax revenues collected under the two ordinances should have been 
allocated as follows: 

 
1910NS Allocation 

 
 
2633NS Allocation 

 
 

Sales tax revenues collected per 1910NS for police and fire are accounted for in separate 
Special Revenue Funds 107 and 108, respectively, as required. Separate funds are also 
used for Economic Development (Fund 104), Capital Improvement (Fund 301), and 
Street Improvement6 (Fund 302).  The balances in these funds are carried forward to 
subsequent years for expenditure. 
 
Revenues collected per 2633NS are not accounted for using sub-allocations. Sub-
allocations are handled on the budgeting and expenditure side using the Incode10 Project 
Module7. 

 
6 Also referred to as debit service.  
7 The City’s internal accounting system, Incode10, includes a Project Module that allows them to track project budgets and 
expenditures at a detailed level. 

 FY 19  FY 20  Total 
Total Sales Tax Revenue         1,826,146         3,121,070          4,947,215 

Police, Fire, Emerg. Mgmt 456,536           780,267                    1,236,804 
Streets and Roads 456,536           780,267                    1,236,804 
Public Parks and Facilities 913,073           1,560,535                 2,473,608 

Allocations

Details on What Was Found 
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To determine whether funds were properly deposited and allocated as required, all bank 
statements were obtained for the audit period.  
 

 We confirmed 100% of the total tax revenue balances on the allocation spreadsheet 
to the deposited amounts from OTC per the General Account - ACCT 2 – 
XXXXXXXX0351. All amounts agreed without exception.  

 
 We confirmed 100% of the 2018 Capital Improvement Fund Sales Tax revenues 

from the allocation spreadsheet to the deposited amount from 2018 CAP 
Improvement Fund - XXXXXXXX4234 bank statements. All amounts agreed 
without exception.  

 
 We reviewed 100% of the transfer journal entries and supporting documentation. 

All amounts agreed without exception.  
 

 We also reviewed and recalculated the relevant formulas and amounts in the 
allocation spreadsheet utilized by the City Finance Manager to track sales tax 
apportionments and distributions and confirmed they were correct based on the 
sales tax ordinances. 

 
 

Sales Tax Expenditures and Transfers 

 
1910NS  

Individual expenditures made by the City from the sales tax collected under 
Ordinance 1910NS complied with the ordinance requirements.  
 
Actual project expenditures/transfers (by category) were as follows: 

 
 
When compared to sales tax revenues collected, the variances (amount 
expended/transferred compared to amount of revenue collected) were as follows: 

 
 
 

FY 14 FY 15 FY 16 FY 17 FY 18 FY 19  FY 20 Total

Capital Improvement, Economic Development, Debt Service
(Funds 104, 301 and 302)

     4,963,806     4,832,946     6,216,245     7,316,448     7,999,838     3,516,304     4,822,126    39,667,713 

Police Special Revenue Fund
(Fund 107)

        356,832        359,859        373,768        376,154        379,588        384,820        390,133       2,621,154 

Fire Special Revenue Fund
(Fund 108)

        356,832        359,858        373,768        376,154        379,703        384,820        390,133       2,621,268 

TOTALS      5,677,470    5,552,663    6,963,781    8,068,756    8,759,130    4,285,943    5,602,392    44,910,136 

Expenditures

FY 14 FY 15 FY 16 FY 17 FY 18 FY 19  FY 20 Total

Capital Improvement, Economic Development, Debt Service          (35,858)      (209,013)        979,490     2,046,290     2,746,514  (1,888,473)      (639,746)       2,999,204 
Police Special Revenue Fund                (287)              (281)              (286)              (286)             4,351           (1,236)                   (0)               1,975 
Interest calculation from allocation spreadsheet                  286                 275                 280                 280 
Residual Variance                    (1)                   (6)                   (6)                   (6)
Fire Special Revenue Fund                (287)              (282)              (286)              (286)             4,466           (1,236)                   (0)               2,089 
Interest calculation from allocation spreadsheet                  286                 275                 280                 280 
Residual Variance                    (1)                   (7)                   (6)                   (6)

Variances (negative = underspent or under-transferred)



City of Shawnee 
Investigative Audit 

Oklahoma State Auditor & Inspector 7 
 

Funds 107 and 108 
Although sales tax revenues collected in accordance with 1910NS for police and fire are 
transferred to Fund 107 and Fund 108 as required, expenditures are not made directly 
from those funds. Instead, monthly transfers are made from these funds to the general 
fund where police and fire expenditures are captured. (Sales tax revenues are one source 
of revenues shown on the budget for the general fund.)  
 
Details of expenditures for police and fire are provided to the Commission through 
monthly budget-to-actual reports. Transfers from Funds 107 and 108 are approved by the 
Commission as part of the budget approval process. To ensure compliance with the 
ballot/ordinance, the City has taken the approach of ensuring that expenditures budgeted 
and expended are at least more than the amount of the Fiscal Year 2000 total police and 
fire budget amounts plus the amounts transferred from Funds 107 and 108. 
 
Because there are no direct expenditures made from Funds 107 and 108, we did not select 
a sample of expenditures for testing but instead chose to rely on the work performed by 
other auditors for the classification of expenditures as reported in the City’s Annual 
Comprehensive Financial Report (ACFR)8. We compared expenditures reported in the 
relevant ACFRs for police and fire and verified that they met or exceeded the amount of 
funds transferred from Funds 107 and 108 to the general fund. 
 
Funds 104, 301, and 302 
Sales tax collections earmarked for capital improvements, economic development, or 
debt service payments are tracked in Funds 104 (economic development), 301 (Capital 
Improvements), and 302 (Street Improvements). The City does not have a policy of 
spending all funds collected each year but instead uses the fund structure to ensure 
unspent revenues collected are carried forward and expended in subsequent years in 
accordance with ordinance 1910NS. 
 
We judgmentally selected and reviewed detailed supporting documentation for 
expenditures made from Funds104, 301, and 302 to determine whether they met the 
ordinance requirements and were proper expenditures of the City. The percent of 
expenditures tested to the total population of expenditures for each year of the audit 
period follows: 

 
 2014 - $1,251,600.56 out of $5,677,470 or 22% of the total population. 
 2015 - $1,337,402.40 out of $5,552,663, or 24% of the total population. 
 2016 - $1,581,461.92 out of $6,963,781, or 23% of the total population. 
 2017 - $1,495,537.70 out of $8,068,756, or 19% of the total population. 
 2018 - $1,392,169.55 out of $8,759,130, or 16% of the total population. 
 2019 - $978,142.51 out of $4,285,943, or 23% of the total population. 
 2020 - $1,158,416.63 out of $5,602,392, or 21% of the total population 

 
 

8 Independent audit reports may be found at: https://www.shawneeok.org/government/departments/finance/index.php 
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When considered in total for the entire audit period, the City expended more than the 
sales tax revenues collected. However, when looked at on an annual basis, all but one 
year (FY 18) indicates that the City spent less than the sales tax revenue collected on 
Police and Fire. According to the City Finance Manager, the negative variances for 
Police and Fire for FY 14 – FY 17 were due to previous accounting staff’s failure to 
transfer interest earned from Funds 107 and 108 to the General Fund. These missing 
transfers were discovered and made in FY 18.  
 
Based on a comparison of the transfers made in FY 18 to the calculated interest for FY 14 
- FY 17, the amounts “under-transferred” for Funds 107 and 108 were approximately the 
same amount as the interest calculations for the same time period. (See table above.)  
 
For capital improvement, economic development, and debt service payments, (Funds 
104, 301 and 302) the City spent less than the sales tax revenues collected in four out of 
seven years during the audit period; however, the remaining fund balances were carried 
forward. 
 

 2633NS 

For FY 19 and FY 20, the City collected a total of $4.9 million from the 2018 Sales 
Tax for capital improvements under Ordinance 2633NS. Of the amount collected, 
only $2.3 million, or 47%, was expended. The individual expenditures made by the 
City for capital improvements complied with Ordinance 2633NS requirements.  
 
The ordinance does not specifically state a time frame for which the funds collected 
must be expended. However, city officials have taken the approach that compliance 
with the expenditure requirements enumerated in the ordinance should be 
measured over the entire 10-year period rather than on a yearly basis.  
 
Based on the review of all 2018 CAP Improvement Fund - XXXXXXXX4234 bank 
statements for the audit period,9 the only direct expenditures from this account were for 
debt service payments of $3,205,60110 on the $10 million tax anticipation note issued by 
the City. Proceeds from the note are for the purpose of financing capital improvement 
costs as allocated in the 2018 Sales Tax Ballot.  
 
 
 
 
 
 
 

 
9 FY 19 and FY 20 for this sales tax. 
10 Prior to October 2020, debt service payments were the only payments transferred from this bank account. Projects for Fund 
303 were paid from the general bank account at Arvest (through the AP process) and then reimbursements from the tax 
anticipation note were deposited to that bank account. According to the City Finance Manager/City Treasurer, as of October 
2020, 303 project payments are made from the 2018 CIF bank account and reimbursements from the tax anticipation note are 
made directly to that fund. 
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Actual project expenditures (by category) were as follows: 
 

 
  

We reviewed detailed supporting documentation for 100% of the $1,280,405 FY 2019 
expenditures and confirmed that they met the ordinance requirements and were proper 
expenditures of the City. For FY 2020, we judgmentally selected and reviewed detailed 
supporting documentation for 58%, or $606,235.58, of the $1,053,519 in expenditures, 
and confirmed that they met the ordinance requirements and were proper expenditures of 
the City.  
 
It should be noted that the $88,800 expended on Streets and Roads in FY 19 was for the 
Kickapoo Expansion project paid out of Fund 303 (2018 Capital Improvement Fund). 
Funding of that project was shifted to Fund 302 (Street Improvement Fund) in FY 2020 
which is not funded by the 2018 Sales Tax. All FY 19 and FY 20 Fund 303 expenditures 
were reimbursed with proceeds from the $10 million tax anticipation note issued by the 
City.   
 
When compared to sales tax revenues collected, the variances (amount expended 
compared to amount of revenue collected) were as follows: 

 

 
 

Because the sales tax passed in 2018 is a 10-year tax (October 1, 2018 through September 
30, 2028), City officials have taken the approach that compliance with the expenditure 
requirements enumerated in the ordinance should be measured over that entire 10-year 
period rather than on a yearly basis. According to the City Finance Manager, City 
budgets are being developed to ensure that the total allocation is met by FY 2028 when 
the sales tax expires. 

 
 
  

 FY 19  FY 20  Total 

Police, Fire, Emerg. Mgmt 1,191,605        728,762                    1,920,366 
Streets and Roads 88,800              -                                      88,800 
Public Parks and Facilities -                        324,757                       324,757 

TOTALS 1,280,405       1,053,519       2,333,924        

Expenditures

 FY 19  FY 20  Total 

Police, Fire, Emerg. Mgmt 735,069           (51,506)                        683,563 
Streets and Roads (367,736)          (780,267)                 (1,148,004)
Public Parks and Facilities (913,073)          (1,235,777)              (2,148,850)

TOTALS (545,741)         (2,067,551)      (2,613,292)      

Variances (negative = underspent)
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Objective 2  
 Determine if the City of Shawnee complied with city ordinance regarding city court fees 

specifically designated for technology and communications support, by confirming that 
earmarked funds were properly deposited, expended, and transferred as allowed. 
 
Overall Conclusion 
The City of Shawnee complied with the requirements of Ordinance 2574NS regarding individual 
city court fee expenditure items tested. However, the City did not comply with the ordinance by 
placing Communications Support and Technology fees into separate funds. See details below. 

 
Court Fee Revenues 
 
During the audit period the City did not have separate funds to ensure that fees were 
used for the purpose intended and any unused fees collected were carried forward 
to the subsequent fiscal year; therefore, they are not in compliance with the 
requirements of Ordinance 2574NS.  
 
Ordinance 2574NS requires two separate $10 fees for “technology” and 
“communications support” be added to court fines. Technology fee funds collected are to 
be used for the acquisition, operation, maintenance, repair, and replacement of data 
processing equipment and software related to the administration of the municipal 
criminal justice system, along with the costs of prosecution, as budgeted by the City 
Commission. Communications Support fee funds collected are to be used solely for 
police communications equipment and software, as budgeted by the City Commission. 
The ordinance further requires that fees collected for both funds be moved to designated 
fund balance accounts at the end of each fiscal year. 
 
Given that both fees are $10 per case, it would be expected that the total fees collected be 
evenly divisible by $10 and be equal for each fee.  This would indicate the same amount 
had been collected for each fee.11 The totals were not divisible by $10 and there is a 
$15.25 variance between the totals of each fee for the entire audit period ($108,470.00 - 
$108,454.75 = $15.25). We asked the City Finance Manager about this, and she stated 
that she believes the first issue to be caused by partial payments where the fees would 
then be pro-rated based on the amount of the actual payment. This appears to be a 
plausible explanation. Due to the insignificance of the variance between the two totals, 
we did not perform any specific procedures related to the variance. 
 
Recommendation 
We recommend the City establish separate funds to capture fees collected and reconcile 
remaining balances prior to submission of the trial balance to their third-party financial 
statement preparer for preparation of the ACFR to ensure compliance with Ordinance 
2574NS.  

 
 

 
11 See page 4 of this report for actual collections. 

Finding 
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Court Fee Expenditures and Transfers   
 
Individual expenditures claimed by the City under 2574NS requirements are 
allowable and complied with those requirements. The City spent all of the fees 
collected for Communications Support for all fiscal years in the audit period. 
However, the City underspent the collected Technology fees every year except FY 
2016, leaving a balance. There was no reconciliation process in place, and no 
separate funds, to ensure that all fees collected were expended as required by the 
ordinance.  
 
According to the City Finance Manager, the budget amounts for account codes are used 
to ensure proper expenditure. The technology and communication fees could be used to 
fund particular budget account lines that met the defined ordinance expenditure 
requirements. The Finance Manager was unaware of the requirement specifying the 
separation of the technology and communication support fees collected into specific 
funds until brought to her attention by our office.  
 
Actual expenditures (by category) were as follows: 
 

 
 

When compared to fees collected, the variances (amount expended compared to amount 
of revenue collected) were as follows: 

 

 
 

It should be noted that there was a timing issue on technology fees for FY 20. An invoice 
for $19,036.91 that is typically paid in May or June was held and not paid until July of 
2020 causing it to be categorized as an FY 21 expenditure. Based on the City’s 
calculations, the technology fee “fund” had an equity balance (unspent funds) of 
$24,550.43 on June 30, 2020. Our calculations indicate this amount to be $21,972.65. 
The variance is due to the City’s exclusion of the $2,577.78 balance in the equity fund for 
FY 16, the first year the fee was in effect. The City’s calculations show the 
Communication Support Fee equity balance to be $(225,757.37), indicating that since 
inception, the City has spent more than has been collected in fees for that category. 
 
We judgmentally selected and reviewed detailed supporting documentation for 
expenditures to determine whether they met the ordinance requirements and were proper 
expenditures of the City.  
 
 

Expenditures FY 16 FY 17 FY 18 FY 19  FY 20 Total
Technology Fees     20,451.78     20,912.21     21,894.64       20,843.37         2,395.35       86,497.35 
Communication Support Fees     22,408.00     29,932.00     55,854.66     113,008.73     113,008.73    334,212.12 

Variances (negative = underspent) FY 16 FY 17 FY 18 FY 19  FY 20 Total
Technology Fees       2,577.78     (3,265.79)     (2,419.36)        (1,996.63)     (16,868.65)     (21,972.65)
Communication Support Fees       4,527.00       5,791.37     31,524.29       90,168.48       93,746.23    225,757.37 

Finding 



City of Shawnee 
Investigative Audit 

Oklahoma State Auditor & Inspector 12 
 

The percent of expenditures tested to the total population of expenditures for each fee 
source and each year of the audit period follows: 
 
Technology Fees 

 2016 - $15,661.71 out of $20,451.78, or 77% of the total population. 
 2017 - $16,444.80 out of $20,912.71, or 79% of the total population. 
 2018 - $17,267.04 out of $21,894.64, or 79% of the total population. 
 2019 - $18,130.39 out of $20,843.37, or 87% of the total population. 
 2020 - $328.30 out of $2,395.35, or 14% of the total population. 

 
Communication Support Fees 

 2016 - $5,602.00 out of $22,408.00, or 25% of the total population. 
 2017 - $7,483.00 out of $29,932.00, or 25% of the total population. 
 2018 - $55,854.66 out of $55,854.66, or 100% of the total population. 
 2019 - $28,252.13 out of $113,008.73, or 25% of the total population. 
 2020 - $28,252.13 out of $113,008.73, or 25% of the total population. 

 
Recommendation 
The City should implement procedures and controls to ensure the total amount of 
Communication Support fees and Technology fees collected are expended as required by 
the ordinance. This could include a routine comparison of fees collected to funds spent. 
This should impact budgeting, fund allocation, and project planning decisions by City 
management. 
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Attachment 4 
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