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 STATE OF INDIANA 

 AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS 
   302 WEST WASHINGTON STREET 
   ROOM E418 
   INDIANAPOLIS, INDIANA 46204-2769 

 
   Telephone: (317) 232-2513 

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

 
 
 
 
 
 
 
 
 
 
 
 
TO:  THE OFFICIALS OF THE TOWN OF CLOVERDALE, PUTNAM COUNTY, INDIANA 
 
 
 This is a special investigation report for the Town of Cloverdale (Town), for the period January 1, 
2019 to March 27, 2020, and is in addition to any other report for the Town as required under Indiana Code 
5-11-1.  All reports pertaining to the Town may be found at www.in.gov/sboa/. 
 
 We performed procedures to determine compliance with applicable Indiana laws and uniform 
compliance guidelines established by the Indiana State Board of Accounts and were limited to records 
associated with the Town Manager/interim Building Inspector.  The Results and Comments contained 
herein describe the identified reportable instances of noncompliance found as a result of these procedures.  
Our tests were not designed to identify all instances of noncompliance; therefore, noncompliance may exist 
that is unidentified. 
 

Any Official Response to the Results and Comments, incorporated within this report, was not 
verified for accuracy. 
 
 

 
   Paul D. Joyce, CPA 
   State Examiner 
 
 
February 23, 2021 
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TOWN OF CLOVERDALE 
RESULTS AND COMMENTS 

 
 
 
BACKGROUND 
 
 Wayne Galloway (W. Galloway), was hired as Town Manager on May 12, 2015.  In addition, W. 
Galloway was named interim Building Inspector on August 8, 2017.  On March 17, 2020, the Town Council 
met in an executive session to discuss alleged misconduct of W. Galloway.  On March 26, 2020, the Town 
attorney issued W. Galloway a letter "to memorialize the Town Council's decision terminating your 
employment.  The Council has requested that you vacate you [sic] office by 10:00 am on March 27, 2020."  
 
 The Indiana State Board of Accounts was notified by the Indiana State Police of the alleged 
misconduct of W. Galloway.  The Indiana State Board of Accounts examined the records and reviewed the 
payroll of W. Galloway.  The following describes noncompliance with statutes or the Accounting and 
Uniform Compliance Guidelines Manual for Cities and Towns.   
 
 
OVERPAYMENT OF COMPENSATION 
 
 W. Galloway served as the interim Building Inspector beginning August 8, 2017.  W. Galloway's 
approved salary for the position was $13,256 in 2017, $20,000 in 2018, and $20,000 in 2019.  The Town 
Council approved a Building Inspector position to be paid at a rate of $40,000 per year in the 2020 Salary 
Ordinance.  However, per review of Town Council minutes and Board communication, W. Galloway was 
never named the Building Inspector, nor approved to receive the $40,000 salary included in the 2020 Salary 
Ordinance for the Building Inspector position.  In addition, Cheryl Galloway (C. Galloway), Clerk-Treasurer, 
reported in the March 2020 Town Council meeting that they were paying W. Galloway $20,000.  After the 
meeting, the $20,000 pay was confirmed in an email to a Town Council member.  However, the Town 
Council reviewed W. Galloway's payroll and found he was being paid at a rate equal to $40,000.  
 
 In 2020, W. Galloway's approved salary was made up of the Town Manager salary ($1,856/pay) 
and the interim Building Inspector salary ($769.23/pay) for a total of $2,625.23/pay.  Part of W. Galloway's 
duties was preparing the payroll for all employees and officials.  W. Galloway's interim Building Inspector 
salary was changed to $1,538/pay and he received a total of $3,364/pay for both positions for the first seven 
pay periods in 2020.  
 
 For the payroll period ending April 5, and paid on April 10, W. Galloway was paid for a partial pay 
period and was compensated for vacation and sick hours not used.  The Town of Cloverdale employee 
handbook states only unused vacation hours will be paid when an employee leaves employment.   
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TOWN OF CLOVERDALE 
RESULTS AND COMMENTS 

(Continued) 

The total overpayment of compensation is as follows: 

Funds misappropriated, diverted, or unaccounted for through malfeasance, misfeasance, or non-
feasance in the office of any official or employee may be the personal obligation of the responsible official 
or employee.  (Accounting for Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 1) 

All compensation and benefits paid to the officials and employees must be included in the labor 
contract, salary ordinance, resolution, or salary schedule adopted by the governing body unless otherwise 
authorized by statute.  Compensation should be made in a manner that will facilitate compliance with state 
and federal reporting requirements.  (Accounting for Uniform Compliance Guidelines Manual for Cities and 
Towns, Chapter 1) 

We requested C. Galloway and W. Galloway, jointly and severally, reimburse the Town $9,119.27 
for overpayment of compensation.  (See Summary of Charges, page 14) 

The final paycheck issued to W. Galloway in the amount of $3,424 was returned to the Town and 
voided.  The amount of the check will be credited on the Summary of Charges.  (See Summary of Charges, 
page 14) 

SPECIAL INVESTIGATION COSTS 

The State of Indiana incurred additional costs in the investigation of the Town Manager/interim 
Building Inspector. 

Indiana Code 5-11-1-27(m) states in part: 

"If the attorney general institutes civil proceedings related to this section or under IC 5-11-5-1, 
the attorney general shall seek, in addition to the recovery of any funds misappropriated, 
diverted, or unaccounted for, restitution of: 

(1) costs incurred by the state board of accounts . . ."

Pay Amount Amount
Date Paid Approved Difference

01-03-20 3,364.00$   2,625.23$   (738.77)$   
01-17-20 3,364.00  2,625.23   (738.77)  
01-31-20 3,364.00  2,625.23   (738.77)  
02-14-20 3,364.00  2,625.23   (738.77)  
02-28-20 3,364.00  2,625.23   (738.77)  
03-13-20 3,364.00  2,625.23   (738.77)  
03-27-20 3,364.00  2,625.23   (738.77)  
04-10-20 899.82   1,327.62   427.80   
05-01-20 3,424.00  - (3,424.00) *

Plus vacation and sick
hours paid on 04-10-20 2,412.80$   1,461.12$   (951.68)$  

Totals 30,284.62$    21,165.35$    (9,119.27)$    

*a stop payment was put on this check and a check
was reissued for the same amount on 10-21-20
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TOWN OF CLOVERDALE 
RESULTS AND COMMENTS 

(Continued) 
 
 
 Audit costs incurred because of poor records, nonexistent records, or any other inadequate book-
keeping practices, or because of theft or a shortage may be the personal obligation of the responsible 
official or employee.  (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, 
Chapter 1) 
 
 We requested C. Galloway and W. Galloway, jointly and severally, reimburse the State of Indiana 
$5,600.25 for special investigation costs.  (See Summary of Charges, page 14) 
 
 
INTERNAL CONTROLS 
 
 We noted the following deficiencies in the internal control system over the Town activities: 
 

 The Town Council did not always review the detail of the payroll claims before 
approving them. 

 
 There was a lack of segregation of duties between the Town activities.  The same 

person performed the duties for payroll, Town Manager, and interim Building Inspector. 
 

 There was no approval of W. Galloway's time cards.  One time card was kept for all 
duties W. Galloway performed.  There was no supervisor signature approving his time 
and verifying it was accurate.  

 
 There were no written procedures pertaining to the sale of scrap. 

 
 Internal Controls were not in place to ensure the Town property and records were 

secure. 
 

The Indiana State Board of Accounts (SBOA) is required under Indiana Code 5-11-1-27(e) to define 
the acceptable minimum level of internal control standards.  To provide clarifying guidance, the State 
Examiner compiled the standards contained in the manual:  Uniform Internal Control Standards for Indiana 
Political Subdivisions.  All political subdivisions subject to audit by SBOA are expected to adhere to these 
standards.  These standards include adequate control activities.  According to this manual: 
 

"Control activities are the actions and tools established through policies and procedures that 
help to detect, prevent, or reduce the identified risks that interfere with the achievement of 
objectives.  Detection activities are designed to identify unfavorable events in a timely manner 
whereas prevention activities are designed to deter the occurrence of an unfavorable event.  
Examples of these activities include reconciliations, authorizations, approval processes, perfor-
mance reviews, and verification processes. 

 
An integral part of the control activity component is segregation of duties . . . 

 
There is an expectation of segregation of duties.  If compensating controls are necessary, doc-
umentation should exist to identify both the areas where segregation of duties are not feasible 
or practical and the compensating controls implemented to mitigate the risk. . . ." 

 
 
INVESTIGATION BY LAW ENFORCEMENT AGENCY 
 
 An investigation into the payroll of the Town Manager/interim Building Inspector has also been 
conducted by the Indiana State Police. 
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TOWN OF CLOVERDALE 
RESULTS AND COMMENTS 

(Continued) 
 
 
OFFICIAL BOND AND INSURANCE COVERAGE 
 
 The following is information regarding official bond and insurance coverage obtained by the Town: 
 

 
 

Period Amount

01-01-18 to 01-01-19 150,000$      
01-01-19 to 01-01-20 150,000        
01-01-20 to 01-01-21 150,000        
08-06-18 to 08-06-19 10,000          
08-06-19 to 08-06-20 10,000          
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TOWN OF CLOVERDALE 
EXIT CONFERENCE 

The contents of this report were discussed on February 23, 2021, with Kelly A. Maners, 
Clerk-Treasurer; Gary Bennington, Town Council member; Rick Dearwester, Town Council member; and 
Richard Shagley II, Attorney. 

The contents of this report were discussed on March 1, 2021, with Cheryl Galloway, former 
Clerk-Treasurer; Wayne Galloway, former Town Manager/interim Building Inspector; and Mark Waterfill, 
Attorney. 
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Text Box
Additional documents submitted with response will be made available upon request by contacting the State Board of Accounts.
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TOWN OF CLOVERDALE 
SUMMARY OF CHARGES 

(Due to Malfeasance, Misfeasance, or Nonfeasance) 

This report was forwarded to the Office of the Indiana Attorney General and the local prosecuting attorney. 

Charges Credits Balance Due
Cheryl Galloway, former Clerk Treasurer, and Wayne Galloway, former 
     Town Manager/Interim Building Inspector, jointly and severally:

Overpayment of Compensation, pages 3 and 4 9,119.27$     3,424$          5,695.27$     
Special Investigation Costs, pages 4 and 5 5,600.25       - 5,600.25 

Totals for Cheryl Galloway and Wayne Galloway, jointly and severally 14,719.52$   3,424$          11,295.52$   
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