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MINUTES OF THE CROCKETT CITY COUNCIL MEETING HELD ON THE 9t DAY OF
JANUARY 2023 IN THE CITY HALL COUNCIL CHAMBERS, LOCATED AT 200 NORTH

FIFTH IN THE CITY OF CROCKETT, HOUSTON COUNTY TEXAS AT 6:00 P.M.

THE COUNCIL MET IN SPECIAL SESSTION WITH THE FOLLOWING MEMBERS
PRESENT: IANTHIA FISHER, GENE CALDWELL, DARRELL JONES, MARQUITA
BEASLEY & MIKE MARSH. CITY OFFICIALS PRESENT: CITY SECRETARY MITZI

STEFKA, CITY ADMINISTRATOR JOHN ANGERSTEIN AND POLICE CHIEF CLAYTON

SMITH. ERNEST JACKSON NOT PRESENT.

OPEN MEETING WITH INVOCATION AND PLEDGE

Mayor Fisher called the formal session open. Mayor Fisher gave the invocation and all
joined in the pledge.

RECOGNITION OF VISITORS

Mayor Fisher recognized all visitors present.

COMMENTS FROM AUDIENCE OR COUNCIL (At this time, anyone will be allowed to speak on City

related maiters only; no personnel matters or matters under litigation will be allowed. The length of time
may not exceed three minutes. NO Council discussion or action may take place on a matter until such
matter has been placed on an agenda and posted in accordance with law.)

» Council member Jones mentioned the audit summary had been posted on social
media prior to the meeting. Mayor Fisher responded that posting the audit
summary presented no legal issues.

» Mayor Fisher reminded the audience to remain quiet and orderly during the
presentation and that no questions would be taken from the public during this
meeting.

PRESENTATION: FORENSIC AUDIT REPORT OF CROCKETT ECONOMIC AND
INDUSTRIAL DEVELOPMENT CORPORATION BY WEAVER AND TIDWELL,
LL.P.

Travis Casner of Weaver & Tidwell, LLP presented the executive summary of the
forensic audit of CEIDC and explained the findings to council. Councilman Jones asked
if the audit revealed any missing or stolen funds. Mr. Casner explained that wasn’t
within his scope of work as an auditor. Councilmember Caldwell asked for clarification
on the disbursement of CRF funds and from which budget line item Mr. Gentry’s bonus
checks in August/October of 2020 were written. Mr. Casner indicated the bonus checks
were written from the CEIDC Executive Director’s Vehicle Allowance line item.
Without further questions from council, Mr. Casner concluded his presentation.

Mayor Fisher thanked the auditors for their work and acknowledged the history of bad
practices that led to the audit. She expressed her hope that this process will allow the
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City and CEIDC to address the deficiencies found in the audit so that they can be
corrected going forward.

NOTE: AUDIT PRESENTATION IS ATTACHED -TO THESE MINUTES.

2. EXECUTIVE SESSION: GOV. CODE SECTION 551.071 — CONSULTATION WITH
ATTORNEY

Mayor Fisher stated council would convene into Executive Session per: Gov. Code
Section 551.071 — Consultation with Attorney. Time was 7:17 P.M.

RECONVENE INTO REGULAR SESSION AND CONSIDER ACTION, IF ANY, ON
EXECUTIVE ITEMS

Council was reconvened into open session. Time was 8:08 P.M,

Mayor Pro Tem Marsh made a motion to temporarily suspend all activities of the
Crockett EIDC and request Police Chief Smith to open an investigation into each of these
audit findings and determine all responsible parties for the financial and operational
misconducts of this corporation. He can request outside support as needed. During this
investigation, the executive director and office staff will be placed on paid administrative
leave and comply with the investigation by providing full access to CEIDC records and
office. No CEIDC staff or board members will conduct business or have access to
CEIDC office unless the police chief is present. During this investigation, no CEIDC
staff or board members will sign checks or use credit cards, and the Mayor and Mayor
Pro Tem will be added as signers to CEIDC checking accounts to pay any existing and
approved debts orcommitments after they are presented to city council for approval.
Council member Caldwell seconded the motion. Motion passes 3-1. Council member
Jones voted against the motion.

ADJOURNMENT

Without objection, Mayor Fisher adjourned the meeting at 8:10 P.M.

ATTEST:

TN L d R
Mitz S{jjfeﬂ(a, City Secretary
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Executive Summary

l. Introduction _

Weaver and Tidwell, LLP. ["Weaver”] submits this Forensic Audit Report (“Report”} ta the City of Crockett
{the “City"]. This Report presents the work performed in connection with the forensic audii of Crockett
Economic and Industrial Development Corporaiion (“CEIDC”) conducted by Weaver for the fiscal years
ended 2010 through 2022 ("FY2010 - FY2022" or the “review period"). including our observations, findings and
recocrmmendations.! Ourwark is governed by the Statement on Standards for Forensic Services No. 1. Weaver
has made its best effort, given the available time and resources, to conduct an impartial, independent and
extensive jorensic audit,. We did noi conduct an exhaustive investigation info all aspects of the CEDC's
finances and operations as such an investigation would require time and resources beyond those reasonably
required to address the issues identified by the City. Certain limitations on the informaiion available to Weaver
resulted in constraints on the forensic audit, including audio recordings of CEIDC Board meetings that were
unable to be located by CEIDC. Weaver reserves the right to amend or supplement this Report in the event

that additional information is made available for our review.

li. Scope of Work
On July 25, 2022, the City issued a Request for Proposal (“RFP”) for a Forensic Financial Audit of CEIDC.

. The scope of work ouilined in the RFP included *an invesfigative acceunting review of CEIDC on alf financial

fransactions...” On August 31, 2022, Weaver submitted to the City its Proposal for Forensic Financial Audit of
CEIDC. During the City Council meeting on September 6, 2022, City Counclil reviewed proposals from five
firms and selected Weaver fo perform the ferensic audit of CEIDC. Cn September 15, 2022, the City executed
an engagement letter for Weaver 1o complete the scopes of work included in the RFP, as described below.
-.Perform an investigaiive accounting review of CEIDC on al! financial transactions including,

but not limited to, deposits, payments, financial statements, balance sheets, income

statements and cash flow statements using auditing, quantitalive methods and related skills
fo determine:

- Whether any payment or payments were improperly made to any officer, direcior or
employee of CEIDC, and an itemizatfion thereof;

- Whether any payment made by CEIDC was not properly reported on a form 1099, and
an itemization thereof;

T CEIDC’s fiscal years begins October 1 and ends September 30.

Forensic Audit Report — Crockett Economic and Industrial Development Corporation
Woeaver and Tidwell, LLP. ] Page 1
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~ Whether fraud, including theft {cash, inventory and fraudulent payments); corruption
(conflict of inferest, bribery and extoriion); or financial statement fraud {misstatements

of the finagncials of the cerporation); and other illegal financial aclivities occurred, and
an itemization thereof;

- Whether any payroll checks were issued without the proper deductions, and an
femization thereof;

Whether any checks or other payment records are missing, and an itemization thereof;

- Whether improper vehicle stipends or tfravel reimbursements were made, and an
itermization thereof;

- Whether there has been misuse of expenses for travel, training. lodging or meals, and
an ifemization thereof;

- Whether expenditures were made that conflicted with the relevant budget of CEIDC,
and an itemization thereof.

= Perform an investigative accounting review ¢f the records of CEIDC to determine:

- Whether contracts were entered into without compliance with legal requirements for
bidding and procurement of goods and services, and an itemization thereof:

- Whether any open meetings, execuiive sessions, agendas or certified agendas were in
viclation of Chapter 551 of the Texas Government Code, and an itemization thereof;

- Whether any issuance of debt of CEIDC was made without required bond counsel or
otherwise in violation of Title 9 of the Texas Government Code, and an itemization
thereof.

- Forensic audiiors shall be required to make an immediate, written report of all iregularities
and illegal acts or indications of illegal acts of which they become aware.

ill. Work Performed
Weaver performed the foliowing work steps in reaching the cbservations, findings and recommendations

outlined in this Report:
= Conducied inferviews with 11 individuals including CEIDC employees, curent and former

Board memibers, City employees and representatives from the firm that performs CEIDC's
annual financial audit [Axley & Rode, LLP);

] Reviewed and analyzed CEIDC's audited financial statements and annual budgets during
the review period;

. Reviewed and analyzed bank siatements for CEIDC bank accounts during FY2010- FY2022,
including reconciliation to CEIDC’s general ledger and review of check images;

Forensic Audit Report — Crockett Economic and Industrial Development Corporation
Weaver and Tidwell, L.L.P. | Page 2
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appointment of individuals empioyed by the City or members of the governing body of the City. Under
CEIDC’s Bylaws, Directors may be removed by City Council al any time without cause. Once appoinfed to
the Board, Directors serve a term of two (2] years or until a successor is appointed. The Board is required to
elect officers on an annual basis, including a President, Vice President and Secretary-Treasurer. The Board
may also appoint ex-officio directors subject to approval of City Council, who serve a ferm of one (1) year
and who are permitted fo aftend and participate in discussions at Board meetings (including executive
sessions) but are not entitled to vote. During the FY2010 - FY2022 time period, 24 individuals were appointed
to serve as Directors on CEIDC's Board and four (4) individuals served as ex-officic members. A summary of

CEIDC Direciors and ex-officio members during the period of our review is provided below.

Summary of CEIDC Board of Directors: FY2010 - FY2022

Board Members i ' I i | i i l I [

Directors
Elmer Murray
lames Gentry
Patsy Barney [Stokes} §
Jake Caprielian
Terry Culler
Chuck Cunningham |
Chris Von Doenhoff
Eflen McCreight
Karen Duncan
Gene Glover H ; : it i
Ansel Bradshaw : i i ; ; = : i i
Debbie McCali P i i i : i

Wade Thomas : i ; ; ; : ﬁ_‘
Steve Meadows i Gk i H i

Robert Thompson | : ! . i = =5
Mike Brenner i i { i ; i
Dr. lanthia Fisher ; : H : :
Gerald Barkley i i :
Colin Castlebeny : { j
Cynthia Neel i : i : : g :
Natrenia Hicks . i i : ;
Janita Noel _ : ; i
Warren Taylcr ; j H : i
Eizabeth Guzman | : H

RN S
i

[Ex-Officio Board Members i H H i

“Darrell Jones i i i :
Butch Calvert = i
Wade Thomas : i
Lawyer Jolley i

FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 b. CEIDC
Employees

During the period of our review, CEIDC employed ‘eigh’r (8) individuals including four (4) Executive

Directors, one (1) individual with the position of Administrative Assistant, fwo (2) individuals with the position of

Forensic Audit Report — Crockett Economic and industrial Development Corporation
Weaver and Tidwell, LL.P. | Page 4
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= Performed data analytics using information from CEIDC’s check register to identify
pctentially missing checks and pre-dated or pre-signed checks;

. Reviewed revenues, deposits and transfers received by CEIDC during FY2010 — FY2022,
including sales tax revenues, rental income, proceeds from land purchases, insurance
payments, legal settlements, reimbursements from the City, and other miscellanecus
deposits;

= Reviewed and analyzed over 3,300 expenditure fransactions totaling approximately $12.2
million during FY2010 — FY2022, including expenditures related to employee compensation,
debt repayment, incentives and payments fo vendors and contractors, among other items;

= Reviewed employee compensaticn for CEIDC employees during FY2010 - FY2022, including
areconciliafion fo compensaiion amounts reported on W-2s and 1099 tax forms, as well as
reviewed employee contracts and Board authorizations:

. Reviewed and evaluated loan documents related to CEIDC's loan agreements with the
United States Department of Agriculture (*USDA™) and Prosperity Bank, including a review
of CEIDC’s compliance therewith;

] Reviewed and anadlyzed performance incentive agreements executed by CEIDC during
the FY2010 - FY2022, including a review of incentive payments and CEIDC’s monitaring of
performance requirements;

- Reviewed and analyzed credit card expenditures during FY2010 — FY2022, including the
review of credit card statements and supporting receipts and other decumentation;

= Reviewed and analyzed expense reimbursement payments to CEIDC employees and
officers during FY2010 - FY2022, including the review of expense reports, supporting receipts
and cther documentation;

] Reviewed and evaluated CEIDC’s purchasing and procurement practices during FY2010 -
FY2022 and evaluated compliance with local ordinances and Texas Government Code;

= Reviewed and analyzed records for 158 CEIDC Beard meetings held during FY2010 - FY2022
- (e.g., agendas, minuies, executive minutes, etc.) and evaluated compliance with Chapter
-551 of the Texas Government Code.

IV. Overview of CEIDC

CEIDC was formed in September 1995 as a non-profit corporation created under Section 4A of the
Development Cerporation Act of 197% (the "Act”} by the City Council of the City of Crockett to act on behalf
of the City of Crockett. As defined in CEIDC’s Bylaws, the purpose of CEIDC is to “promote, assist. and
enhance economic development aclivities and quality of life cpportunities with the City and its extrateritarial
jurisdiction that promote economic development as authorized by the Ach”

a. Board of Directors ’

CEIDC’s Bylaws state that CEIDC shall be managed by a Board of Directors (the “Board”) consisting of
five {5) individuals appointed by City Council who are residents of the City, with provisions prohibiting the

Forensic Audit Report — Crockett Economic and Industrial Development Corporation
Weaver and Tidwell, LL.P. | Page 3
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Executive Assistant, and one individual with the position of Custodian. Currently, CEIDC has three {3}
employees, which include an Executive Director, James Gentfry (“Mr. Gentry"), an Executive Assistant,
Carclyn McKnight (“Ms. McKnight”] and a Custodian, Darrell Weir (“Mr. Weir”). A summary of CEDC

employees during our review period is provided in the table below.

Summary of CEIDC Employees: FY2010 - FY2022
Employee | FY2010] FY2011] FY2012] FY2013[ FY2014| FY2015] FY2016 [ FY2017] FY2018] FY2019] FY2020] FY2021 | FY2022

Execufive Director
Tirn Cuip
Thom Lambert
Fint Brent
_James Gentry

H
H

Admmisfrqﬁve Ass:sfqnf o
Suzanne Steed

Execulive Assistant
Ponsetfer Robbing : i
Carolyn McKnight P

Custodian
Darrell Weir

c. Changes to Bylaws

We identified five (5] amendments fo CEIDC's Bylaws since ifs formation in 1995, including three (3)
amendments during the period of our review.2 The Bylaws allow the Board to alter, amend or repeal the
Bylaws {or adopt new Bylaws), however, the Bylaws stipulate that any changes shall be effective only upon
approval by the City Council. A summary of amendments to CEIDC's Bylaws is provided in the fable below.

: hpproved o z _
by City Description of Changes to Bylaws

Council

Changed the term of office for each Board member to terminate on

Sepitember 30.

June 21, 1999 Yes .
*  Changed the length of time for CEIDC's budget to be presented from

120 days to 90 days prior fo adeption.

Changed Arficle Vi Section 7.02 cs follows: “[CEDC]-shall may
confract with the Cifty for the adminisiration of its accounts,
expenditures, deposits, investment of funds and accounts, and other
financial services for [CEIDC]."”

July 17, 2000 Yes

- Changed Arficle Vil Section 7.04 to require two (2) sighatures for all
checks, drafts or orders for the payment of money, notes or other
indebtedness issued n the name of CEIDC. Each member of the
Board and the Executive Direcior are authorized to sign documents
provided that paymenis to the Executive Direcior are not signed by
the Executive Director.

June 8, 2021 Yes

2 See Exhibit 1

Forensic Audit Report — Crockett Economic and Industrial Development Corporation
Weaver and Tidwell, L.L.P. [ Page 5



231

weaver

Asagsranies « ax « Adviiory

- Prior fo the June 2021 amendment, only one (1) signature was
required for checks and ciher payments, with the Board President and
Secretary-Treasurer authorized fo provide a signature {or another
Director designated by the Board).

pY— -

by City | Description of Changes o Bylaws
Council

Changed Arficle VIl Section 7.03 as follows: “The City shall cause
[CEIDC's] books, records, accounts and financial statements, and all
other financial acftivities ferthe previous fiscalvear o be audited at
least once each fiscal year by on outside, independent, certified
public accounting firm selected by City Council.

August 1, 2022 Ves

Changed Arficle VI Section 6.03 1o allow written or printed notice of
each regular or special Board meefing to be issued to Board members
August 9, 2022 No by email at least 72 hours before the start of the meeting {prior version
only referenced mail, ielephone, fax or in person at least 72 hours
before the start of the meeting).

V. Summary of Findings

The Summary of Findings provides an overview of Weaver's observations and findings for the forensic
audit, based on the scopes of work outlined previously in this Report. The Summary of Findings is based on
the set of facts and findings described in the Report, and should be read with the Report iiself including the
associated exhibits and appendices. Standing alone, it does not, and cannet, provide a full understanding

of the facts and analysis underlving our chbservations and findings.

a. CEIDC Fdiled to Prepare Budget Amendments for Approval by the City

For all years within the review period, we identified expenditure categories where CEIDC’s actual
expenditures exceeded amounts in the annual budget.? However, we did not ideniify budget amendments
prepared by CEIDC for approval by the City, with the exception of the budget amendment for FY2010
approved in June 2010. We noted that the Board reviewed CEIDC’'s revenues and expenditures each month
relative fo the budget and took action to approve the financial information as presenied, however, formal

budget amendments were not prepared or presented 1o the City for approvail.

b. Missing or Incomplete Bank Statements for Six (6) Months During Review Period

In our reconciliation of CEIDC’s general ledger to the bank statemenis during FY2010 — FY2022, we
identified six {6) monthly bank statements Tor CEIDC's Operating Account with Prosperity Bank that were
either missing or incomplete. As a resuli, we were unable to review check images included in the bank

stafements for 99 check payments ideniified in the general ledger, which tofaled_$451,329. A summary of

3 Detdil of our analysis of CEIDC's budgeted and actual expenditures is provided in Seclion | of this Report, with additional detail
provided in Appendices A, B and C.

Forensic Audit Report — Crockett Economic and Industrial Development Corporation
Weaver and Tidwell, L.L.P. | Page &
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monthly bank statemenis for CEIDC’s Operating Account that we determined to be missing or incompiete is
provided in the fabie below, with detaill from the general ledger for the 9% check payments attached io this
Report as Appendix D.

] Summary of Mlssmg BankStotements and Check Images for CEIDC’s Operating Account
Statement Period Weaver Observafions . # of Check Images

‘ i Not Available
January 2014 Page 2 Not Provided i1
April 2014 Entire Statement Not Provided 34
June 2015 Entire Statement Not Provided 18
November 2016 Entire Statement Not Provided 10
May 2017 Pages 3-6 Not Provided 1%
September 2017 Pages 3-5 Not Provided 7
Total # of Checks Without Images 99

c. Review and Analysis of Missing Checks

Weaver conducted an analysis of check numbers fo identify any gaps in check number sequence
potentially indicafive of missing checks.# Based on our review, we identified 24 checks nof accounted for in
the general ledger or bank statemenis.* For 17 checks identified, Weaver was provided a letter dated
Sepiember 14, 2021 (signed by Mr. Gentry and Ms. McKnight), which stated that 17 checks (checks 7045 —
7061) were “given back to Mr. Geniry” on that date, and alse noted that the checks had been signed by
the Board’s Secretary/Treasurer, Trustee Thompson.s? For six (6} checks identified, Weaver was provided o
letter dated March 22, 2022 (signed by Mr. Genlry ond Ms. McKnight), which stated that checks 7205 - 7210
“had been faken by Mr. Genfry for holding purposes.”8? Based upon the letters provided by CEIDC, we
de’rermmed that only check #4567 from FY2012 was unaccounted for, as summarized in the table below.

Summary of Missing Checks for CEIDC's Operchng Account: FY2010 - FY2022

Fiscal - Detail of Missing Check Numbers Supperting Documentation
Year | : ‘

2012 | 4567 : N/A 1
2021 | 7045, 7044, 7047, 7048, 7049, 7050, Letter dated 9/16/2021 signed by Mr. Gentry and 17
7051, 7052, 7053, 7054, 7055, 7054, Ms. McKnight confirming the refum of checks 7045 -

7057, 7058, 705%, 7060, 7061 7061 to Mr. Gentry.
2022 | 7205, 7206, 7207, 7208, 720%, 7210 Letter dated 3/22/2022 signed by Mr. Gentry and 6
Ms. McKnight staiing that checks 7205 - 7210 had
been taken by Mr. Geniry for holding purposes.

Total Y

4 Qur analysis fo identify missing checks included a review of CEIDC's check regisier, general ledger, bank statements, check
images. and documentation provided by CEIDC related to voided checks.

5 The 24 checks do not include checks that were determined to have been voided or canceled.

¢ See Exhibif 2

7 weaver was Informed that checks 7045 - 7061 are now voided and being held in a locked drawer in Mr. Geniry's office.
I

8 See Exhle 3

? Weaver was mformed that checks 7205 - 7210 are now voided and being held in a locked drawer in Mr. Geniry’s office.

Forensic Audit Report — Crockett Economic and Industrial Development Corporation
Weaver and Tidwell, LL.P. | Page 7
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d. Compensation Paid Directly by CEIDC (Not Paid Through the City)
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Compensation for CEIDC employees was generdily paid through the City’s payroll system, which allowed
CEIDC employees to receive insurance and relirement benefits, as well as the deduction of payroll taxes and
reporting of wages through W-2 statements.’? However, during the review period we identified a pattern of
employee compensation not being paid through the City's payroll system, which was instead paid directly
by CEIDC, in many cases without deductions for taxes and without being reported on the employee’s W-2
statement. Specifically, we identified compensation paid directly by CEIDC totaling $144,255 to six (6) CEIDC
employees during the review period related moenthly auto allowances, femporary living allowances, bonuses,

severance pay, and certdin salary payments. We determined that $118,622 in compensation_paid direcily

by CEIDC was nof reporfed on g W-2 siatement or 1099 fax form, as summarized in the table below and

detdiled in Section 3.2 of this Repori.

Summary of Compensation Paid Direcily by CEIDC: FY2010 - FY2022
Amount Not
‘Amount Paid Reporfed on W-2
Time Period Directly by CEIDC or 1099

Tim Culp
Auto Allowance FYz010 % 2.025.00 % 2,025.00
Christmas Bonus FY2010 1,500.00 1,500.00
Total - Tim Culp : $ 352500 $ 3,525.00
Thom Lamberi
- Auto Allowance FY2010 - FY2014 $ 38,400.00 $ 27,250.00 Temporary Living Allowance FY2010

-Fr2016 26,049.10 26,049.10

Christmas Bonus FY2011 - FY2014 20,000.00 15,000.00 Total - Thom Lambert $ 84,449.10
S 68,999.10
Flint Brent -

Auto Allowance FY2016 § 3,150.00 § 3,150.00 Total - Flint Brent § 3,150.00 3
3,150.00
Suzanne Steed
Christmas Bonus FY2010 - FY2016 3 21,500.00 % 20,034.40

Severance Pay FY2017 17,678.92 17,678.92 Total - Suzanne Steed $ 39,178.92 8
37,713.32
James Gentry

Pefformance Incentive® FY2020 - FY2021 $ 8,400.00 Total - James Gentry $
8,400.00 § -
Ponsetiter Robbins
Base Salary FY2017 $ 555230 % 5,235.00
Total - Ponsetier Robbins S 555230 S 5,235.00
Grand Toial S 144,255.32 § 118,622.42
*The performance incentive payments to Mr, Geniry of $8,400 were not reporfed on Mr. Gentry's W-2
staternent through the Cify buf were reported on a 1099 statement prepared by CEIDC.

10 CEIDC reimbursed the City each pay perod for the cost of employee salaries and benefits.

Forensic Audit Report — Crockett Economic and Industrial Developrnent Corporation
Weaver and Tidwell, LLP. | Page 8
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e. Compensation Noif Suppoited by a Board Resolution

Christmas Bonus Payments

CEIDC paid bonuses to the Executive Direcior and Adminisirative Assistant in December each year during
FY2010 - FY2014, which were described as "Christmas Bonuses” in the Board minutes.! While we identified
Board resolutions authorizing Christmas Bonuses 1o the Executive Director and Administrative Assistant during
the FY2010 — FY2012 fime period, we did not identify Board resolutions authorizing Chrisimas Bonuses paid
during the FY2013 - FY2014 {ime pericd.’? In total, we idenfified Christmas Bonus payments fo Mr. Lambert
and Ms. Steed tofaling 532,000 during FY2013 — FY2016 that were nof supporfed by a Board resclufion.

Temporary Living Allowance for Mr. Lambert
As part of Mr. Lambert being hired to fill the Executive Director positicn in April 2010, ihe Board authorized

the reimbursement of moving expenses and a temporary living aliowance for Mr. Lambert not-to-exceed
$6,500.12 On July 18, 2011, the Board authorized an extension of Mr. Lambert’s temporary living cllowance for
one year, during which time Mr. Lambert would receive $375 per month ($4,500 for the year).'415 However,
Mr. Lambert continued fo receive a temporary living allowance after the one-year extension authorized by
the Board expired in July 2012, with payments continuing until his resignation in December 2015. In fotal, we

identified payments after July 2012 relafed fo Mr. Lamberi’s femporary living allowance of $15,568.1%

Performance Incentive Bonus for Mr. Centry

Mr. Gentry received $8,400 as a performance incentive bonus in 2020 paid directly by CEIDC, which
included a payment of $4,200 in August 2020 (in FY2020} and a subsequent payment of $4,200 in October
2020 {in FY2021).77.%% M. Gentry input both payments into CEIDC's QuickBooks outside of normal business
hours and prepared / prinfed the checks.'? Based on our review of the check images from the bank
statements, we determined that fhe October 2020 check was signed by both Mr. Gentry and the Board's

1 Christmas Bonus payments were allocaled o the budget code 607 (Awards).
12 $ee Exhibit 4
13 See Exhibit 5

14 See Exhibit 6

13 During the July 18, 2011 Board meeting, Mr. Lambert requested an extension of his temporary living allowance because he
was unable to purchase a home in Crockett due to his residence in Decatur, Texas not being sold.

1 Payments relaied fo Mr. Lambert's temporary living allowance included monthly paymenis to Crockett Family Resort, which
were paid through Mr, Lambert's CEIDC credit card for a trailer lease for Mr. Lambert's personal residence. '

7 See Exhibit 7

18 The performance incentive bonus payments fo Mr. Gentry were allocated in the general ledger to budget code 412 (Autg],
which had a budgeted amount of $8,400 in the FY2020 budget. In prior years, monthly quto allowances paid to previous
Executive Directors were allocated to budget code 612,

1? Check payments were typically prepared and input into QuickBooks by CEIDC’s Execuiive Assistant, Carolyrn McKnight. Ms.
McKnight informed Weaver that the two (2] paymenis draffed and input info QuickBooks by Mr. Gentry for his performance
incentive bonus were the only payments that she did not input into QuickBooks since the start of her tenure in 2018, based
on her recoliection.

Forensic Audit Report —- Crockett Economic and industrial Development Corporation
Weaver and Tidwell, LLP. | Page 9
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Secretary/Treasurer, Trustee Thompson, while the first check payment in August 2020 was only signed by
Trustee Thompson. We were informed by Mr. Geniry that the performance incentive bonus was authorized
by the Board during the Board meeting on July 15, 2020 following the RBoard’s approval of his annual
evaluation. However, the signed meeting minutes for the Board meeting on July 15, 2020 reflected that the
Board authorized a salary increase for Mr. Gentry and his employees, but did not reflect authorization for a

performance incentive bonus paymeni, as shown below. 221

v Lonsider and Approve the Fiscal Yeor Budget. (Boand Entered into Executive
Session}. Initia! budget reviewed and opproved for submittal to City.

il Discuss and Act on the Evalugtion of the Executive Director. {Bogrd Erntered into
Executive Session]. Board approved Executive Directors Evaluation and approved

safery increase for Executive Director and his employees.

With rz further business, the meeting was adiourned,

Fresident

Secretary [ Tregsurer

During our interview of Mr. Ceniry, we were informed that the meeting minutes for the Board meeting on
July 15, 2020 were not properly recorded, which he attributed to his Executive Assistant, Ms, McKnight, being
unhable fo atfend the meeting due to a hecl’rh—relo’réd matter.® CEIDC provided Weaver an audio recording
of the Board meeting held on July 15, 2020, however, the recording ended when the Board entered into
Executfive Session and did not include audic of the proceedings after the Board returned o open session. Mr.
Gentry indicated that CEIDC should have resumed the recording for actions taken by the Board in open
session following deliberations in Executive Session, but acknowledged that he was unable to locate an audio

recording for the portion of the meeting after Executive Session.® Weaver was able to interview four (4) of

2 See Exhibii 8

21 On September 29, 2020, the Board President, Mr. Von Doenhofll, drafted a letter o the City Administrator to inform the City of
the pay increases for CEIDC emplayees as authorized on July 13, 2020, which included a $5.000 increase in Mr. Geniry’s
salary from $82,000 to $87.000. The lefter did not discuss a bonus payment. See Exhibit 9

2 Ms. McKnight typically recorded the Board meeiing minutes and audio recordings of Board meetings. The Board does not
record proceedings in Executive Session throeugh an audio recording. However, any action taken by the Board, such as
the approval of a bonus payment, would have occurred in open session following the Board's deliberation in Executive
Sessicn.

22 It is our understanding that all of the audio recordings of Board meetings during Ms. McKnight's tenure were contained on two
{2} handheld recording devices, including one device with audio recordings for more recent Board meetings and one
containing recordings for meetings from prior periods. It is also our understanding that the audio recorders were
mainicined by Ms. McKnight either In or on her desk. Weaver was informed that the audic recorder containing the more
recent Board meeatings was unabie to be located in or around November or December 2022, Weaver was also informed
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the five (5] Board members who attended the Board meeting on July 15, 2020.2¢ Trustees Barkley and
Thompson recalled that the Board approved an increase in Mr. Gentry's compensation in the form of a salary
increase and bonus payment, and acknowledged that the Board’s action was not properly recorded in the
meeting minutes. Trustee Castleberry did nof recall a Board action to pay d bonus to Mr. Gentry during any
of the Board meetings he attended in 2020. Trustes Neel recalled discussion by the Board aboui a bonus
payment but does not recall a formal vote or action being taken by the Board. We also interviewed Darrell
Jones, an ex-officio Board member who .attended the July 15, 2020 Board meeting (including Executive
Session), who informed Weaver that the Board voted and unanimously approved a bonus for Mr. Gentry
during the meeting. The City Administrator, John Angerstein, who also altended the July 15, 2020 Boarg
meeting, recalled that the Board approved a salary increase for Mr. Gentry but not o bonus payment.
During o subsequent Board meeting on May 13, 2021, the Board approved a ratification of previous
minutes stating “fthat it was the infent of the Board to granf a bonus incenfive to the [Executive] Director,”?s it
was notable that the ratification of the minutes did not state that the Board authorized a bonus payment for
Mr. Geniry, and instead stated there was an intent by the Board to grant a bonus incentive. Without written
autherization of a bonus payment in the meeting minutes and without an audio recording of Board action
for the proceedings following Executive Session, Weaver is unable fo conclusively defermine whether the

Board authorized a bonus payment for Mr. Genfry during the Board meeting on July 15, 2020.

f. Severance Payments to Mr. Brent and Ms. Steed in 2016 Without City Approval

In August 2016, the Board approved employment contracts for the Executive Direcior, Mr. Brent, and
Administrative Assistant, Ms. Steed, which were the first employment contracts for CEIDC employees identified
by Weaver during the period of our review.2627 The following month, Mr. Brent and Ms. Steed submitted their
resignations to the Board “due fo current siressful working conditions and health."? During the Board meeting
on September 26, 2016, the Bcard accepted their resignations and agreed to honor the severance package
outlired in their employment contracis.z? However, the resignations of Mr. Brent and Ms. Steed did not
appear to qualify for severance pay under the provisions for Unilateral Severance included in their contracts.

It is our understanding based on our interview of the City Administrator, Mr. Angerstein, that the City refused

that Mr. Geniry has possession of the audio recorder containing recordings of Beard meetings for prior pericds, which
included the Board meeiing on July 15, 2020.

# Weaver made efforts to interview Chris Yon Doenhofi, who served as Board President during the July 15, 2020 Board meeting.
After speaking with Mr. Von Doenhoff and members of his family, we determined that it was not feasible to conduct an
intferview with Mr. Von Doenhoff due to his on-going health-related issues.

% See Exhibit 10
% See Exhibii 11
7 See Exhibit 12

2 See Exhibit 13
2 See Exhibit 13
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o issue the severance payments to Mr. Brent and Ms. $teed based on guidance from the City’s attorney that
the CEIDC employees did not quality for severance pay. Ultimately, CEIDC issued the severance paymenis
direcily fo the employees without approval from the City, including $21.485 fo Mr. Brent and 817,679 fo Ms.
Steed. In December 2016, Mr. Brent returned the severance pay received from CEIDC. In January 2017, the
City Counclil voted to remove all CEIDC Board members as a result of the severance payments issued by

CEIDC without approval from the City.

a. Hiring of Ponsetter Robbins as Executive Assistant in 2017

Several months info his tenure as Executive Director, Mr. Gentry hired Ponsetter Robbins (“Ms. Robbins”)
as his Executive Assistant due to the vacancy foliowing the resignation of Ms. Steed as CEIDC’s Adminisirative
Assistant. We determined that Ms. Robbins is a first cousin o Mr. Gentry's spouse, and Mr. Geniry informed
Weaver that he had disclosed this informalion to the Board. Mr. Gentry also informed the Board during the
February 20, 2017 Board meefing that the position had been posted, dlthough in our interview of Mr. Genfry
he informed Weaver that he was unable o recall whether other applications were received or other
candidaies were interviewed.® For the first two (2) months of Ms. Robbins’ tenure, her salary was paid direcly
by CEIDC rather than through the Cify’s payroll process, which resuited in $5,235 in salary paymenis that were
not included on Ms. Robbins’ W-2 for 2017 and deductions for payroll taxes and refirement benefifs were not
applied.?

It is also our understanding that the City did not receive standard documentation for new employees
when Ms. Robbins was hired,r including an application or a Form -9, among other documents. The hiing of
Ms. Robbins cccurred several months after City Counc[l removed ail of CEIDC’s Board members and
agppointed a new Board. During the May 15, 2017 Board meeting, ihe Board acknowledged that CEIDC’s
hiring of Ms. Rebbins was not in compliance with the hiring process cullined in the City's Employee Handbook
and tcok action to formally adop? the personnel policy under the City's Employee Handbook. 3232 Ultimaiely,

Ms. Robbins was terminated in September 2017 after being employed by CEIDC for seven (7) months.

h. Review of Credit Card Expenditures by Mr. Lambert

In November 2010, CEIDC established a Visa credit card account with Card Service Center with Mr.
Lambert as the cardholder and a credit limit of $5,000. We identified and reviewed approximately 700 credit
card fransactions totaling approximately $92,000 during the November 2010 - December 2015 fime period,

which primarily related to travel expenditures for Mr. Lambert and monthly payments for a trailer lease in

3 See Exhibit 14

31 Mr. Geniry informed Weaver that Ms. Robbins was in the process of setling up her personal bank account aiter being hired,
which was necessary for her to be set up in the City's payroll system.
32 See Exhibit 15

3 During the May 15, 2017 Board meeting, fhe Beard also agreed to submit all required personnel paperwork required by the
City na later than May 17, 2C17.
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relation to Mr. Lambert’s temporary living dilowance.® In our review of supporting documentation for credit
card expenditures, we were unable fo identify supporfing receipts or invoices for 161 credit card fransactions
fotaling $17,817, equal fo 19% of Mr. Lambert’s totai fransactions. We identified over $400 in airfare
eXpendi’rures for Mr. Lambert’s spouse to accompany him on irips to Chicaoge in 2013 and 2015 to attend the
FabTech Expo, of which Mr. Lambert repaid $222 to CEIDC. We dlso identified approximately $375 in
purchases at liguor stores in December 2013 and January 2014 that appeared to be related ta an open

house function for the Davy Crockett Regional Juvenile Facility.

i. Review of Credit Card Expenditures by Mr. Gentry

In February 2018, CEIDC established a business credit card account with Prosperity Bank with Mr. Geniry
as the cardholder and a credit imit of $5,000. We identified and reviewed approximately 400 credit card
fransactions totaling approximately $53,00C during the February 2018 — September 2022 fime period, which
primarily related to office equipment and supplies, iravel expenditures and membership fees for professional
organizations and canference registration fees.?s In our review of supporting documentation for credit card
expenditures, we were unable fo identify supporfing receipts or invoices for 92 credit card fransactions
totaling 58,896, equal fo 11% of Mr. Genfry’s fotal ransactions.

i- Review of Expense Reimbursements fo CEIDC Employees and Qificers

We identified expense reimbursements to CEIDC employees and officers totaling $24,504 during FY2010 —
FY2022, including $21,251 in reimbursements for seven {7) CEIDC employees and $3,251 for six (6) CEIDC Board
members.3¢ Based upon our review, we determined that expense reimbursements primarily related to travel
expenses and purchases of office supplies by CEIDC employees on behalf of CEDC. Expense
reimbursements reviewed included 175 check payments associated with 305 itemized expense transactions.
Weaver obtained and reviewed supporting documentation (e.g., receipts, invoices, expense reports) for 244
of 305 expense reimbursements totaling $21,702 and did not identify any improper payments based on our
review of supporﬁng documentation. We were unable to identify supporling receipts for 41 of 305 expense
reimbursements tolaling 52,802,

 addifional detaill of Mr. Lambert's credit card expendifures is provided in Section 3.6 of this Report, with fransaction-levet
detail included in Appendix J.

35 Additional detail of Mr. Gentry's credit card expenditures s provided in Section 3.6 of this Report, with fransaction-level detail
intluded in Appendix K. )
3 Additional detail of expense reimbursements is provided in Section 3.7 of this Report, with transaction-level detail included in

Appendix L,
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k. Review of Lawn Maintenance Expenditures

During the peried of our review, CEIDC incurred expenditures for lawn and grounds maintenance of
properties owned by CEIDC, including the Indusirial Park and Westbrook House.® During FY2010 — FY2014,
CEIDC confracted with multiple companies to mow and mainiain the properties {e.g.. Lomeli Lawn Care
Service, Rodney and Linda Buliock, Wert's Lawn Care}, with average annual expenditures of approximately
$3.800 during that period. Beginning in April 2016, CEIDC procured lawn maintenance services exclusively
through Lamy Robbins (*Mr. Robbins”), and paid Mr. Robbins approximately $4,600 per year during FY2017 -
FY2019.  CEIDC’s payments to Mr. Robbins doubled starling in FY2020, and Mr. Robbins receivad
approximately $9,500 per year during FY2020 - FY2022.%

We deftermined that Mr. Robbins is a first cousin 10 Mr, Geniry's spouse, as well as the brother of Mr.
Gentry's Execuiive Assistant during FY2017, Ponsetter Robbins.® Based on cur review of supporting receipts
provided to CEIDC and discussions with Mr. Genitry, the increased payments to Mr, Robbins beginning in
FY2020 related to maintenance of the Rail Spur property (in addition {o the industrial Park and Westbrook
House), as well as the clearing of trees and debris in the aftermath of the winier storm in February 20214 We
did not idenfify a formal confract agreement between CEIDC and Mr. Robbins and it is unclear whether CEIDC

has obfained bids or quotes from olther companies since 2016 4

. Review of Legal Expenditures

We identified CEIDC expenditures for legal services iotaling $54.394 during FY2010 — FY2022, of which
$54,146 was paid to Willlam Pemberton PC (“Mr. Pemberton”) .42 We determined that Mr. Pemberton served
as the City attorney during the period of our review, which authorized him to serve as attorney and counsel
for CEIDC under its Bylaws. CEIDC did not incur legal expenditures during FY2014 — FY2016, during which
period they obtained pro bono legal services through their Board President, Mr. Von Doenhoff, who was

licensed attorney during that fime. In the aftermath of the City's removal and appeintment of o new Board

7 Additional detall of grounds maintenance expendifures is provided in Section 3.8 of this Report, with iransaction-leval detail
included in Appendix M.

% The annual budget for FY2020 included an increase for maintenance of the Industricl Park, Westbrook House and Rail Spur
properties from $16,000 in FY2019 1o $29.000 in FY2020, which increased to $35.000 in Y2021 and FY2022.

¥ Mr. Gentry informed Weaver that he had discussions with the Board about his wiie's relation to Mr. Robbins and Board
members did not view it as an issue due to the fact that Mr. Robbins had provided services since April 2016, which was prior
to Mr. Gentry's tenure as Executive Director {aithcugh Mr. Genlry was on the Board at that time).

4 See Exhibit 16

41 weaver received a handwritten document dated June 1, 2017 {to present) signed by Mr. Robbins with pricing information,
“which did not appear fo have been signed by CEILC. See Exhibit 17
42 Additional detall of legal expenditures is provided in Secfion 3.9 of this Report, with fransaction-level detail included in Appendix
N.
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in January 2017, CEIDC reverted to cbtaining legal services through Mr. Pemberton for the FY2017 — FY2022

time period.®

m. Preparation of Form 109¢s for Vendors and Contractors

Entities are required o report any compensation given fo non-employees' in excess of $600 during a
calendar year on @ Form 1099-NEC. During the Board meeting on May 13, 2021, the Board indicated that
Form 1099s had not been prepared by CEIDC in prior years.4 CEIDC subsequently engaged Axiey & Rode
fo assist CEIDC to prepare Form 1099s for the 2020 tax year. During the 2020 tax year, CEIDC issued nine (%)
1099 forms, including eight (8] 1099 forms for venders or contractors, in addition to a 1099 form for the bonus
payment 1o Mr. Gentry. Based on our discussions with CEIDC personnei and informafion reviewed, we

determined that CEIDC did not prepare 1099 forms prior fo 2020 as required by the IRS.

n. Lease of Westbrook House

In 1999, CEIDC purchased the property referred to as the Westbrook House (subsequently referred 1o as
Heritage House), which was leased to Mr. Culp to use as his personal residence in FY2010.45 After Mr. Culp's
resignation, the Westbrook House was unoccupied until August 2016 when the Board approved o lease
agreement with Mary Allen Museurn of African American Art and History, Inc. {"Mary Allen Museum®) to utilize
the property as a museum and office space.* The term of the lease was for 15 years with rent of $1 per year.
We noted that CEIDC entered into the lease agreement around the same fime that CEIDC began procuring
lawn maintenance services through Mr. Robbins, who was on the Board of the Mary Allen Museum at the
fime. We also noted that CEIDC paid Mr. Robbins fo.mow and maintain the grounds at the Westbrook House
during the term of the iease, even though CEDC was only responsible for the structural infegrity of the

property under the lease agreemeni.

¢. Small Business Relief Fund

During FY2020 - FY2021, CEDC made payments totaling $40,500 to local small businesses as part of the
Small Business Relief Fund intended fo offset losses incurred due to the COVID-19 pandemic. A Crockett
Economic Recovery Task Force {“Task Force™) was formed to administer the funding fo businesses, which was

comprised of CEIDC's Executive Director, Mr. Genfry, the City Adminisirator, Mr. Angerstein, and the Execuiive

+ Legal expenditures incurred during the FY2017 — FY2022 fime petiod averaged approximately $8,500 annually. In FY2018,
CEIDC's annual budget included an increase of legal expenditures from $1.000 to $10,000.

“ See Exhibit 10

4 While we: have not obtained the lease agreement between CEIBC and Mr. Culp, it is our understanding that the monthly rent
paid by Mr-Culp to CEIDC for lease of the Westbrook House was $300. i is also our understanding that Mr. Culp was
responsible for maintaining the propérty during the lease period.

4 See Exhibit 18
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Director for the Crockeit Chamber of Commerce, Liza Clark (Drake}.# The Task Force planned for CEIDC io
Issue payments fo lecal small businesses with CEIDC funds, with CEIDC fc be reimbursed by the City upon
receipt of grant monies under the Coronavirus Relief Fund grant program (“CRF Crant”).# However, affer
the first phase of payments in August 2020 to 4C businesses totaling $20,000 (“Phase 17), the City received
information from the grant administrator [TDEM) that the payments were not eligible for reimbursement under
the CRF Grani.#® While the City reimbursed CEIDC for the $20,000 in payments under Phase 1 of the Small
Business Relief Fund, CEIDC subsequently used funds from their budget to disburse an additional $20,500 to
40 businesses during the March 2021 - August 2021 fime period (“Phase 2"]. We identified several concems
with CEIDC’s payments under the Small Business Relief Fund as outlined below:

» |t did not appear that the Small Business Relief Fund payments by CEIDC during Phase 2 were
allowable under the provisions governing developmeni coiporations under Chapter 501 of the Texas
Government Code and the requirements for authorized projects. CEIDC did not have performance
agreements In place with the local businesses, including requirements for additional jobs to be
created or retained, and lacked capiial investment reguirements,

= The Small Business Relief Fund lacked a formal sirucfure with respect to scoring and evaluation of
applications, requirements for documentafion and proof of eligibility, and adverlising and public
awareness (parficularly during Phase 2}, As a result, there was an element of subjectivity in the
selection of businesses that received funding though the Small Business Relief Fund.

p. CEIDC Does Not Have a Formal Procurement Process

As ouilined in CEIDC’s Bylaws, CEIDC shall follow and be bound by the same purchasing and contracting
provisions of State Law, including the provisions of competitive bidding, that are applicable to the City.
Chapter 252 of Local Government Code outlines applicable purchasing requirements for municipalities
related o competitive kidding for purchases over $50,000, which may include a formal solicitation process
through a Request for Proposals ["RFP”) or Request for Quadlifications [YRFQ”), amoeng other procurement
methods. Based upon our review and discussions with CEIDC personnel, CEIDC did not solicit bids or proposals
through a RFP or RFQ during the period of our review, including for purchases cver $50,000.% Instead of

utilizing @ fofmql solicitafion process, we defermined fhaf CEIDC followed an informal procurement process

47 Responsibilities of the Task Force included the review of applications received from local businesses and selection of
businesses to receive funding.

4 The CRF Grant was adminisiered by the Texas Department of Emergency Management (“TDEM”}.

4 |t is our understanding that TDEM informed the City that payments through the Small Business Relief Fund were not eligible for
reimbursement as there was not a contract in place between the direct recipient of the grant (the City} and CEIDC, and
because there were not contracts in place with the small butinesses who received payments from CEIDC.

% 1t1s our undetstanding that CEIDC solicited bids through either a RFP or CSP process for the hiring of Shemill Construction as
general contractor for the construction of the Vocational Technical Schocl, however, this occurred in 2008 prior to cur
review period.
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whereby the Executive Director presenfed mulliple bids or quoies to the Board for consideration, including

many instances where less than three (3) bids or quotes were obfained.'

q. Changes to CEIDC Bylaws Without Approval from the City or USDA

CEIDC's Bylaws stipulate that any modiifications of their Bylaws must be qpprovéd by City Council in ordsr
to be effeciive. However, it did not appear that City Council approved changes made to CHDC's Bylaws
adepted by the Board on August 9, 2022. . In addition, Section 5(j) of CEIDC's Loan Resolution Security
Agreement with the United States Depdr‘imen’r of Agriculture ("USDA") dated November 30, 2009 prohibits
CEIDC from modifying or amending its Bylaws without written consent of the USDA. I is our understanding
thai CEIDC did not obtain wriffen consent from the USDA when they modified fheir Bylaws in 2021 and 2022,

which appears o be in violalion of the Loan Resoiution Securify Agreement.

r. CEIDC Lean with Prosperity Bank in 2014 Not Guaranteed by the City

In January 2014, CEDC executed a Promissory Nofe with Prosperity Bank for $1.5 million fo incentivize
Cornerstone Programs to utilize the former Crockett State School facility as juvenile freatment and detention
facility. While the loan was secured by the collateral assignment of sales tax revenues received by the City,
it did not appear that the Clly authorized a guaranty fo assign sales tax revenuves as collateral, which were
previously assigned as collateral pursuani fo CEIDC’s Loan Resolution Securify Agreement with the USDA in
2009. Based on our interview of Mr. Gentry, it is our understanding that the Board may have incorrectly
assumed that the City’s previous guaranty of a $1.5 million line of credit with Citizens National Bark from 2004

was applicable 1o CEIDC's 2014 loan with Prosperity Bank.52

s. Compliance with Open Meetings Act — Notice of Public Meelings and Agendas

During the period of our review, CEIDC prepared o Notice of Public Meeting in advance of Board
meetings, which outlined the location of the meeting (i.e., Crockett Civic Center), the date and time of the
meeting and the agenda items for the meeting. The Notice of Public Meeting was to be posted for public
viewing at City Hall and the Crockett Civic Center, with signed certification by the Executive Director and an

attesting witness of the date and time the Notice of Public Meeting was posted. A summary of findings of

5t Qur review and analysis of CEIDC's compefitive bidding practices, including bids and quotes presented to the Board is
discussed in more detail in Section IV of this Report.

52 0n June 7, 2004, the City passed a resolution fo guarantee certain promissory notes for CEIDC's negotiated line of credit in
the amount of $1.5 million with muliiple financial insfitutions, including Crockett Bank {a divisicn of First National Bank
Hunisville), Citizens Nafional Bank of Crockett, First Nafional Bank of Crockett, and First Siate Bank Crockett (a division of
Grapekind State Bank Grapeland). The City's resolution stated that a guaranty from the City was required for CEIDC fo
fulfill negotiafions with the financial institutions to obligate the necessary sales tax funds for repayment of the promissory
notes. On October 15, 2004, CEIDC executed a Promisscry Note with Cifizens National Bank for $1.5 million. On November
1, 2005, the City amended the June 7, 2004 resolution to remove any reference to dll other banking institutions with the
exception of Citizen’s Naiional Bank of Crockett.
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our review and anclysis of CEIDC meeting agendas during the review period is provided below, with

additional detall provided in Appendix Q.

* Based on our review of documents provided by CEIDC, we were unable fo idenfify meefing agendas
for 18 of 158 Board meefings held by CEIDC during the review period. Ali of the Board meetings where
we were unable to identify a mesting agenda were held during the 2010 - 2017 time period, and
generally during months in which CEIDC was undergoing a transiticn in Execuiive Director.

* Based en our review of the 140 meetings agendas that were identified during the review period, we
determined that 40 of 140 meeling agendas did not include signed cerfification by the Executive
Director and an attesting witness of the Nofice of Public Meeting being posted for public viewing,
including certification of the date and fime the notice was posted. The 40 meeting agendas without
signed certification pertained to Board meetings held during the October 2012 — March 2017 time
period.

= Section 551.043 of the Texas Govemnment Code reqguires that notice of a meeting of a governmental
body be posted in a place readily accessibie o the general public at all fimes for ot least 72 hours
before the scheduled time of the meeting. We determined thal the Nofice of Public Meeting for the
Board meeting on July 29, 2020 af 5:00 PM was posted on July 27, 2020 af 12:00 PM, which was 53 hours
before the scheduled time of the meeting .53

= Section 551.056 of Texas Govermnment Code requires certain governmental bodies and economic
development corporations to post natice of a meeting on their intermet welbsites, in addition to posting
the physical Notice of Public Meeting at City Hall and the Crockett Civic Center. Based on our review
of CEIDC’s website, we identfified 20 meeting agendas posted online by CEIDC for meetings in 2020
and 2021, however, it appeared the agendas were not uplcaded until January 2022.5455 CEIDC does
nof appear fo be in compliance with Section 551.056 of the Texas Government Code due io their
failure to upload fhe Notice of Public Meeting fo their website on a cansistent and fimely basis.

f. Compliance with Open Meelings Act - Recording of Meeting Minutes

Section 551.021 of the Texas Government Code requires a govemmental body to prepare and keep
minutes or make a recording of each open meeiing, with minutes to include the subject of each deliberation
and indicate each vote, order, decisiocn or other action faken.® During the period of our review, CEIDC
prepared meeting minutes for Board meetings summarizing the individuals in attendance and actions taken
by the Board, which was 1o be signed by the Board President and Board Secretary/Treasurer. It is also our

understanding that CEDC utilized o portable audio recorder to record proceedings conducted in open

% See Exhibit 19
54 Board meeting agendas uploaded on CEIDC's website are located through the following URL:
hitps://crockeitedc.org/agendas

& In our inferview of Mr. Genfry, Weaver was informed that it was Mr. Gentry's understanding that CEIDC previously posted
meeting agendas 1o its websiie during Ms. Steed’s tenure as Administrative Assistani, however, CEIDC has had technical
difiiculties in recent years in consistently uploading meeting agendas. Mr. Gentry also indicated that CEIDC is working on a
solution to Improve their technical capabilities and to be able e upload meeting nolices to their website in the future,

5 Seétion 551.022 of the Texas Government Code requires the minutes and recordings of an open meeting to be available for
public inspection and copying on request to the govemmental body's chief administraiive officer or the officer's

designee.
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session. A summary of findings of our review and analysis of CEIDC meeting minutes and audio recordings
during the review period is provided below, with additional detail provided in Appendix O.

= Based on our review of documents provided by CEIDC, we identified meeting minutes for all 158 Board

meefings held by CEIDC during the review period. We idenlified 38 meeting minules that did not

included signatures for the Board President and Board Secretary, which pertained to meetings held
during the May 2013 — September 2017 fime period.

*  We determined that 20 of 158 Board meeting minutes did not indicafe the time the meeling was cailed
fo order, We dlso determined that 29 of 158 Board meefing minutes did not indicate the time the
meeting was adjourned.

» Weaver was informed by CEIDC's current Executive Assisiant, Ms. McKnight, that she maintained
audio recordings for all Board meetings since the start of her ienure in 2018, which were maintained
on two (2] porfable audio recording devices that she kept at her desk.¥ In or around November or
December 2022, Weaver was informed by Ms. McKnight thai at least one of the audio recording
devices were unable fo be localed.®® As a result, certain audio recordings of Board meetings during
FY2010 - FY2022 were not available for Weaver's review,

u. Compliance with Open Meetings Act - Execulive Session

Based on our review of meeting minutes for 158 Board meetings during the review period, we identified
646 Board meetings where a portion of the proceedings were conducted in Executive Session. We reviewed
available documentation provided by CEIDC to evaluate CEIDC's compliance with the Open Meetings Act
and Texas Government Code.® A summary of findings of our review and analysis of Beard proceedings in
Executive Session during the review period is provided below, with additional detail provided in Appendix O.
= [t is our understanding that CEIDC does not keep an audio record of proceedings in Executive Session, and
instead maintains separate meefing minutes. During FY2010 - FY2016, we identified separate typed meeting
minutes for proceedings in Execulive Session (referred to as Executive Minuies).¢€¢ However, we have not
ideniified Execufive Minutes for proceedings in Execulive Session during FY2017

= FY2022, although it is cur understanding that handwritten notes were mainiained on a standardized
form beginning in FY2022.

57 11 is cur understanding that ene of the audio recorders contains recordings for recent Board meetings and the oiher recorder
conidins recordings for Board meetings during prior years.,

. It is our understanding that Mr. Geniry has possession of the audio recorder containing recordings for Board meetings from prior

perods, while the audio recorder coniaining recordings for more recent Board meetings is unable 1o be located as of this
Report.

# Sections 551.071-091 of the Texas Govermment Code provides cerfain exceptions where Board proceedings are not required
fo be conducted in open session (i.e., closed meeting or Executive Session), which include consultation with aifomey,
deliberation regarding real property, personnel matfers, and deliberation regarding economic development negotiations,
ameng other exceptions, If a closed meeting is allowed, Section 551,101 requires an announcement in open session by the
presiding officer that a closed meeting will be held and the applicable section(s] of Texas Govermnment Code under which
the closed meeting is being held. Section 551.102 requires any final action, decision or vote on a matter deliberated in a
closed meeting to be made in open session. Section 551.103 requires a cerdified agenda or recording of the proceedings
of each closed meeting fo be maintained, with the cerfified agenda to include a statement of the subject matter of each
deliberation, arecord of any further action taken and an announcement of the beginning and ending fime of the closed
$ession, whith §s to be signed by the presiding officer

% We identified Executive Minutes for 29 of 30 Board meetings in which proceedings were conducted in Executive Session
during the October 2009 — Sepfember 2016 time period.
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= Inrelation fo Section 551.101 of Texas Government Code, we identified 12 of 64 Board meetings where
the minutes did nof inciude the fime the Board enfered info and adjourned from Execulive Session, all
of which pertained to meetings held during the May 2017 - January 2022 time period. We were unable
1o review the audic recerdings of the meetings to determine if the fimes the Board entered and
adjourned Executive Session were announced during open session.

»  For the 66 Board meetings with proceedings held in Executive Session, we determined that the
corresponding Notice of Public Meeting included certdin agendaitems to be deliberated in Executive
Session, with the exception of eight (8) Board meetings in which we were unable 1o locate the Notice
of Public Meeting cnd agenda. '

»  We identified 38 instances where the meeting agenda included items to be deliberated in Execultive
Session, however, the Board did not uitimately enter into Executive Session according to the meeting
minutes.é!

» We identfified cerlain acfions fthat appeared fo have been approved by the Board during Executive
Session based on our review of CEIDC’s meeting minutes, possibly in violation of Section 551.102 of
Texas Government Code. As an example, the meeting minutes for the Board meeting heid on July
15, 2020 reflected that the Board deliberated and approved several actions while in Executive Session,
including the approval of the FY2020 annual budget, as well as the approval of Mr. Gentry’s evaluation
and salary increases for CEIDC personnel .42

VI. Recommendations
Based on our observations and finclings formed during the forensic audit as surnmarized in this Report, we

have provided the following recommendations for consideration by CEIDC and the Ciiy:

a. Implement Formal Training and Education Requitements for CEIDC Employees and Officers

We recommend requiremenis for CEIDC employees and officers to aftend mandatory training and
continuing education focused on regulatory requirements for economic developmeni corporations under
Texas Government Code. Training and education should include the Open Meetings Acl and associated
requirements related to posting of mestings, recording of meetings for boih open session and Executive

Session, as well as requirements for maintenance of records and providing access to the public, Training and

¢ Beginning in 2018, all Beard meeting agendas included an agenda item stating that “the Board may enter info closed or
Executive Session fo discuss the folfowing: [1) Texas Govf. Code Sec. 551.072 Deilberation regording Real Property; [2)
Texas Govi. Code Sec. 551.074 Personnel; and (3] Texas Govt. Code Sec. 551.087 Economic Development Negotiations.™

é2it Is @ur understanding that Ms, McKnight, who typically recorded the meeting minutes, was unable to attend the Board
meeting on July 15, 2020 and prepared the minutes based on information provided by Mr. Gentry. Action taken by the
Board following the Executive Session proceedings on July 15, 2020 is discussed in more detall in Section Il of this Report
(subseciion 2.F — Employee Compensation; James Gentry).
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