Forensic Audit Findings Report

City of Pontiac, Michigan

Unauthorized Disclosure Prohibited

17548 NW Springville Rd.
Suite #F17

Portland, OR 97229

(971) 266-1846
Info@MarshMinick.com
www. MarshMinick.com


mailto:Info@MarshMinick.com
http://www.marshminick.com/

July 31, 2022

Prepared for: City of Pontiac, Michigan
RE: Forensic Audit Findings Report

Please accept the enclosed findings in response to the forensic audit of the City of Pontiac
(“City” and “Pontiac”). The forensic audit Findings are on pages #6 through #157 and
Recommendations start on page #158 in this report. There were two major areas of findings
that resulted from the forensic audit: 1) Contracts and 2) Conduct.

There were improper practices with contracts and conduct that was demonstrated to have
been widespread to all aspects of the City purchasing and contracting processes. Based on
the examples of the citywide dysfunction with contracting and conduct, the resulting
financial impact was $1,627,361.81.

e The improper practices with contracts included operating without a contract,
contracts not duly executed, retroactive contracts executed after services were
performed, misleading contract pricing and terms, unauthorized spending and
excessive spending above allowed limits.

e The problematic conduct included instances of careless spending, incurring of
unnecessary expenses, taking of public records, personal travel and personal use of
City resources, conversion of a grant for a foundation where there was a personal
interest, and conflicts with City contractors, partners, and vendors.

Recommendations for improvement include recourse and recovery possibilities and
suggested improvements to contracting and financial control practice.

This findings report contains evidence-based findings, which are not a matter of opinion.
The forensic audit was conducted by certified fraud examiners and financial crime
investigators, with advanced degrees in financial fraud and forensics.

Sincerely,

Brandi Marsh Melissa Frick Minick
MS, CAMS, CFE, CFCI MS, CFE, CFCI
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Forensic Audit Findings Report — City of Pontiac

Forensic Audit Team

Brandi Marsh, MS, CFE, CAMS, CFCI
Melissa Frick Minick, MS, CFE, CFCI
Marsh Minick, P.C.

Referred collectively as: “Forensic Auditors”, “Examiners”, and “Marsh Minick”.

Background

The City issued a Request for Proposal (“RFP”) in January 2021 describing the need for
forensic audit services, and in response Marsh Minick submitted a proposal and scope of
work plan. The contract was executed April 19, 2022 and the forensic audit services started
on May 2, 2022. Forensic audit services concluded on July 31, 2022 with the issuance of
this findings report.

Predicate

There were allegations that predicated the necessity of this forensic audit, and a summary
of the primary concerns alleged by individuals associated with the City were as follows:

e Official misconduct and wrongdoing

e Mishandling of financial affairs

e Irreconcilable disagreements

e Breakdown of critical financial handling controls

e Dysfunction in carrying out responsibilities and duties
e Excessive and non-prudent spending

e Missing and manipulated documentation

e Misrepresentation of expenditures and contracts

e Circumvention of policies, ordinances, and resolutions
e Abuse of position and authority

e Conflicts of interest and corruption

e Misuse of public funds



Scope

The scope period for the forensic audit was from January 1, 2014 to March 31, 2022 (eight-
years and one-quarter).

Procedures
The forensic audit was performed in an orderly process consisting of four phases:

1. Information Gathering

2. Financial Analysis and Forensic Testing
3. Compilation of Results

4. Report and Recommendations

Information Gathering

In total there was over 554 GB of information gathered during the forensic audit consisting
of the following activities:

e At the onset of the forensic audit there was an onsite inspection over four days
from Tuesday, May 3, 2022 to Friday, May 6, 2022 at Pontiac’s City Hall located
at 47450 Woodward Avenue

o While onsite the forensic auditors scanned physical paper-based records and
computerized data was obtained

e The City fulfilled two Information Requests, which included bank statements,
financial system exports, financial reports and records, emails, computer desktop
and shared drives, internal work-sheets, and other papers and data

e Forensic auditors submitted five FOIAs and collected information from County
Offices and a State agency

e Interviews were held with 52 individuals who were current and former City
officials, leadership, management, employees, contractors, partners, vendors, and
citizens

o The former Mayoral officeholder was the only person to decline to participate
o There were 11 individuals that were non-responsive to requests to participate



e Information and data obtained directly from individuals that participated in
interviews

e City’s website and City Clerk’s website documentation, including City Council
packets, meeting minutes, as well as Charter, ordinances and resolutions

e News and social media searches and other internet research of City affairs

¢ Investigative queries using public information databases

Forensic Analysis and Testing

The totality of information gathered was used to prepare and perform the Forensic Analysis
and Testing phase. The examination efforts were risk based and focused on the areas with
perceived heightened risk of the possibility of impropriety. The forensic analysis and
testing entailed a comparative analysis on an item-by-item and record-to-record basis. The
forensic auditors used empirical scientific methods of observation and experimentation,
in combination with evidence from primary and secondary sources. The data,
information, and records gathered were compared with the predicating allegations,
and the objective was to identify evidence of instances of fraud, waste, abuse, and
misconduct, should they exist.

The baseline definitions of fraud, waste, abuse, and misconduct were derived from
the standards set forth by the Association of Certified Fraud Examiners, United
States Government Accountability Office (GAO-14-704G, Standards for Internal
Control: Green Book) and Office of Government Ethics, and the State of Michigan
Office of the Auditor General.

Definition of Fraud:
e A dishonest and deliberate course of action that results in a person committing an
action to obtain a benefit they would not normally be entitled

¢ Intentional misleading or deceitful conduct that deprives the public of its resources
or rights

e Obtaining something of value through willful misrepresentation

1 Whether an act is in fact fraud is a determination to be made through a judicial or other adjudicative system and is
beyond the forensic auditor’'s professional responsibility



Definition of Waste:
e The needless, careless, or extravagant expenditure of public funds or
mismanagement of resources or property
¢ Incurring unnecessary expenses for no reasonable purpose
e Poor management decisions, practices, and controls
e [Inappropriate actions and inadequate oversight

Definition of Abuse:

e Behavior that is deficient or improper when compared with behavior that a prudent
person would consider a reasonable and necessary business practice given the
facts and circumstances

e Misuse of authority or position for personal financial interest or those of a
family member, friend, or business associate

e Excessive or improper use of an official or employee’s official position

Definition of Misconduct:

e Personally and substantially participating in conflicts of interest between officials,
employees, or contractors about official matters where there is a financial interest

¢ Intentional failure to adhere with or circumvention of internal controls and policies

e Wrongly using influence in a business transaction to procure some benefit for
themselves

e Acting contrary to official oaths, duties, and responsibilities to the public office or
department

¢ Intentional, wrongful, or improper use or destruction of public resources or seriously
Improper practices

Compilation of Results

The evidence and results were compiled to determine the condition, cause and effect, after
the completion of the Forensic Analysis and Testing phase. The purpose of compilation of
results was to understand the findings, conclusions, and recommendations that would be



provided in this forensic findings audit report. Conditions that existed which
were impactful and quantifiable were considered, as well as the factors identified as
being responsible for the conditions.

Fact checking and verification steps were performed when the compilation of results
occurred. To corroborate evidence and allegations, examiners sought to substantiate
factual experiences. Evidence received was evaluated based on significance to the scope
of objectives and predicate. The forensic auditors performed due diligence to validate
completeness and accuracy of information, records, and data where possible, for
reasonably reliable findings. Due diligence entailed repeated probing, questioning, and
scrutinizing of the same topics, documents, records and files sourced from a multitude of
public bodies, companies, organizations, and individuals. This procedure allowed
examiners to observe whether information matched, and if there were corroborated
recollections and evidence. The forensic examiners also considered observational trends
or patterns that emerged during the examination into the reliability of information,
data, and records.

Report and Recommendations

The compilation of forensic audit results and accompanying recommendations were
provided in this findings report. This findings report was fact based and derived
from evidence, which are not matters of opinion. Recommendations are
suggestions for improvement that are optional, and may have varying degrees of
priority and importance as determined by the City. Forensic auditors will provide the City
with a verbal summary of the findings contained in this report.

Forensic Auditor Statements

A forensic audit cannot be expected to prevent or detect all instances of malfeasance and
impropriety that may have occurred in the past and/or may occur in the future,
including, fraud, waste, abuse, corruption, or misconduct. Findings were based on
observations and evidence discovered during the course of the scope of work
performed.



Findings
Contracts

There was recurring evidence of contracts that were not duly executed, unauthorized,
missing, or had defaulted. All instances of spending when the City was operating without
a contract or an unauthorized contract demonstrated internal control breakdowns. The
problematic contracts were in conflict with the duties of the Mayor, Finance Director, and
City Attorney. Those three critical positions had duties for the purchasing and contracting
processes as detailed on the City Charter and Municipal Code?.

! https:/Mmww.codepublishing.com/MI/Pontiac/



It seemed improbable that the former Mayoral officeholder was unaware of their duty to
administer City contracts properly. As seen in the email dated May 16, 2019, the former
Finance Director notified the former Mayoral officeholder that all contracts, regardless of
the amount, needed to be provided to the Finance Department.



Additionally, while the forensic audit was occurring, the former Mayoral officeholder
emailed on July 19, 2022 a letter that stated “...the mayor of the city is required to sign all
contracts of the city.” This statement showed that the former Mayoral officeholder was
aware of the duty to have signed all City contracts.

Collectively, the reoccurring issues with contracts were as follows:

o Miscommunication between the Executive Office and City Council about contract
terms and/or total costs of goods for services

« Total costs paid were higher than contracted prices as approved by City Council

« City Council approval not obtained when required for contracts totaling in excess
of $10,000 during a fiscal year that were not legal or accounting firms (discretionary
spending limit)

« Operating without a written contract or a duly executed contract
» Executed contracts not located in City Offices files or on computerized systems

« City Council required approval of contracts did not occur until after work services
were already completed/performed (retroactive contracts)

« Contract lapses that triggered default provisions with high financial risk to the City



These contracts were problematic for the following reasons:

« Non-compliance with purchasing and contractual processes may have deprived the
public of the right to transparency and assurance there was prudent spending of
public funds

« Seriously improper practices and control breakdowns risked the safeguarding of
public funds

« Actions that deprived the public of financial resources that could have been
allocated for other programs or services provided by the City

« The irreconcilable disagreements between the former City Council and Executive
Office rendered them unable to work together in the best interest of the City

There were repeated examples of problematic contracts. In order to demonstrate the
findings, several examples are provided, not in any specific order. These examples
demonstrate the City was challenged with purchasing and contract management, and had
breakdown of internal controls.

Example Problem Areas Financial Impact
e Operating without a contract / not locatable contract
#1 e Contract not duly executed $16,568.34

e Unapproved contract
e Expenses above discretionary spending limit

#2 e Expenses above amount authorized $1,060,034.60

e Operating without a contract
#3 e Contract not duly executed or approved
e Unapproved expenses
e Expenses above discretionary spending limit

$175,674.35

e Defaulted contract
e Unauthorized expenses $251 295.56
e Retroactive contract after services performed

#4



Example 1.

From fiscal years 2015 to 2022 a Professional Services Firm (Firm 1) was engaged
repeatedly by the City for staffing related services.

Initially from 2015 through 2017 fiscal years, the City followed business as usual
processes, while being overseen by the Transition Advisory Board (TAB). Following the
end of TAB oversight, the City regained local control of finances. In the following fiscal
years, 2018 through until the end of calendar year 2021, the former Mayoral officeholder
requested Firm 1 provide staffing services for filling several City positions. There were
problems observed with the purchasing and contracting process, as well as disagreements
with the former City Council and Executive Office.

Executive Office and Administration changes to services after City Council approval

In a July 2, 2018 contract for staffing services, the contract price reflected $67,967 in costs
to recruit six positions. Then on August 14 and August 16, 2018, the Finance Subcommittee
meeting minutes and an Executive Office Memorandum reflected communication about
the $67,967 in staffing costs. On August 21, 2018 the former City Council unanimously
passed Resolution 18-322 for “Staffing Service at a cost not to exceed $67,967.00”.

HumaD?rng?E?urce City Treasurer Deputy Director Junior Planner Contract

Finance Director of DPW Compliance
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After the Resolution 18-322 was authorized by the former City Council, the former
Mayoral officeholder approved an invoice dated August 24, 2018 that showed changes to
two position titles being recruited and reflected a $67,968 total fee?.

The former Mayoral officeholder signature appeared at the bottom of the invoice
demonstrating they acknowledged the changed position titles. Those changes were
different from what was initially communicated on August 14, August 16, and August 21,
2018, in the Finance Subcommittee meeting minutes, the Executive Office Memorandum,
and City Council meeting minutes. The chart below shows the difference between the
communications and invoice.

Aug 21, 2018 Finance Human City Deputy Director . Contract
Resolution - Resource Junior Planner .
Director : Treasurer of DPW Compliance
18-322 Director
Director, Contract
Au%rii}cze018 No Change No Change Department of No Change No Change Compliance/Grant
Recreation Writer

2 Note that the Firm 1’s invoice was $1 dollar higher than the approved City Council not to exceed contract cost.



There were other changes made to staffing services recruitment on October 2, 2018 in an
email between the former Mayoral officeholder and Firm 1. This email was about the
Search Agreement and Addendum of Staffing Services, which showed there had been three
position title changes that appeared to be signed by the former Mayoral officeholder. Those
changes appeared not to have been approved by the former City Council.

Aug 21, 2018
Resolution
18-322

Aug 24, 2018
Invoice

Oct 2, 2018
Agreement &
Addendum

Finance
Director

No Change

No Change

Human
Resource
Director

No Change

No Change

City
Treasurer

Director,
Department of
Recreation

City Clerk

Deputy Director
of DPW

No Change

No Change

Junior Planner

No Change

Financial
Analyst

Contract
Compliance

Contract
Compliance/Grant
Writer

Youth Recreation
Manager



After one of the title positions changed to City Clerk, it ultimately led the former City
Council President to email Firm 1 on December 12, 2018. This email stated “The City
Clerk position was not one of the authorized positions” and “l would like to know who
requested and authorized you to conduct the search for the City Clerk position”. The former
Council President’s email demonstrated the basis of passing Resolution 18-322 was to
approve staffing services for the original six specific positions. It seemed that the former
Mayoral officeholder had not communicated changes to the former City Council.



The City Clerk recruitment stopped based on a November 26, 2018 email, but position title
changes continued for three positions. This email from the Executive Office was to Firm 1
and the former Mayoral officeholder which listed the budgeted salary ranges for six
positions; where four of the positions were different than the Resolution 18-322. This email
seemed to further demonstrate dysfunctional communications between former elected
officials and breakdown of internal controls with purchasing and contractual processes.

Aug 21, 2018
Resolution
18-322

Aug 24, 2018
Invoice

Oct 2, 2018
Agreement &
Addendum

Nov 26, 2018
Email

Finance
Director

No Change

No Change

No Change

Human
Resource
Director

No Change

No Change

HR Specialist

City
Treasurer
Director,
Department of
Recreation

City Clerk

City Treasurer

Deputy Director

of DPW

No Change

No Change

Assistant DPW
Director (Dep.
Engineer)

Junior Planner

No Change

Financial
Analyst

Financial
Analyst

Contract
Compliance

Contract
Compliance/Grant
Writer

Youth Recreation
Manager

Customer Service
Rep (Planning)



On May 20, 2019 the final invoice reflected that ultimately three title positions were
changed from the original Resolution 18-322. The decision to not recruit a Contract
Compliance position as originally planned was seriously improper, and contributed to the
breakdown of internal controls with citywide purchasing and contracting processes.

The payments to Firm 1 for this contract were allocated properly in the financial system
for the Mayoral Department from the General fund for Other Professional Services (101-
270).

Aug 21, 2018 Finance Human City Deputy Director , Contract
Resolution . Resource Junior Planner .
Director : Treasurer of DPW Compliance
18-322 Director
. Human Director . Youth Rec. Community
May 20, 2019 Finance ' Deputy Director : :
Final Invoiced Director Resource Department of DPW Assistant Relations

Director of Recreation Director Specialist



Disagreements by elected officials about placement of an Interim Finance Director

In the year 2019, the City sought to hire a Finance Director. The candidate met with the
Finance Subcommittee for consideration on March 12, 2019. Following this meeting, the
position was offered and accepted by the candidate on March 28, 2019, which was
contingent on appointment by the City Council.

On April 1, 2019 to April 4, 2019 the former Human Resource (HR) Director and former
Mayoral officeholder prepared the candidate for appointment by City Council. They
obtained recommendations about the candidate from seemingly credible individuals,
including recommendations from others in government. The candidate appeared to meet
the minimum requirements®, which included the education requirement of a Master’s
degree plus work experience in finance with the public sector. However, on April 9, 2019,
the former City Council within their discretion chose to disapprove the candidate’s
appointment.

3 https:/www.codepublishing.com/MI/Pontiac/
section 2-88 Director



The day following the former City Council’s disapproval of the candidate, there was an
email from the former Mayoral officeholder to the former HR Director that said the
candidate would become an “Interim” Finance Director. Specifically, the former Mayoral
officeholder wanted to “assure him [candidate] that | [Mayor] fully intend to carry through
on the contingency plan of appointing him as (Interim) Fin Dir unless and until Council
reverses it’s vote of last night (and | am working behind scenes to try to effect that)” (sic).
This demonstrated the former Mayor officeholder was creating dysfunction with the former
City Council by planning to retain the appointee.



On April 23, 2019 the City Council Resolution 19-146 disallowed the former Mayor
officeholder’s appointed person as Interim Finance Director with a salary of $131,040. On
June 4, 2019 the former City Council passed Resolution 19-231 “City Council recommends
that the Mayor terminate [Interim Finance Director]...” but the former Mayoral
officeholder did not terminate the person. It seemed improper for the former Mayoral
officeholder to not comply with
former City Council disallowance,
but also improper for City Council
to pass resolutions regarding the
disallowance of the hiring of an
interim person performing duties
in a critical City position. The
disagreements between elected
officials created a situation where
the Interim person was mistreated.



While the Interim Finance Director was in the acting role they appeared to be mistreated
at a City Council meeting. On June 7, 2019 the Interim Finance Director had accompanied
the former Mayoral officeholder to a “special Council Budget meeting”. At that meeting,
a former City Councilor contacted the Sheriff’s Department about the Interim Finance
Director because they were present at the meeting, “refused” to leave, and “the council
does not recognize as [Interim Finance Director] hasn’t been confirmed” (sic). According
to the Sheriff’s Department (Case Report #190107975), the City Councilor who contacted
the Sheriff was cited as a “Suspect” of the offense “Making a False Report”. The offense
was not pursued for prosecution.



The Interim Finance Director’s annual salary was reduced for the fiscal year 2019-2020 to
$50,000, by comparison the former Finance Director’s salary was $121,800 annually. This
appeared to create an untenable situation where the Interim Finance Director was
performing critical duties but compensation was not being allocated properly. The salary
reduction effectively forced out the Interim Finance Director, as this position was the
lowest allocated salary in the Finance Department.

Ultimately, the Interim Finance Director resigned in a letter dated August 7, 2019 which
cited “irreconcilable differences that fueled an already highly politicized environment has
made it difficult to operate and fully do the job I was assigned to do.” The letter indicated
the former Mayoral officeholder “used legal maneuvers to work our way around them [City
Council] for 3 months.” The Interim Finance Director said they were “insulted repeatedly,
it is an unacceptable situation...This Council will never respect me if brute force power is
the way...” The conflict between elected officials led to the mistreatment of the Interim
Finance Director and a breakdown of internal controls, as the Finance Director had critical
duties to ensure the safekeeping of public funds, and contracting and purchasing processes.
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The designation of an “Interim” Finance Director appeared reasonable and within the
former Mayoral officeholder’s discretion. The City Charter does not expressly prohibit
unconfirmed Directors from being placed into an Interim position. There was a need for
the City to have a Finance Director as it was a vacant critical position designated by the
Charter. The Interim Finance Director served the City for about five months. The absence
of a Finance Director created financial risk and control problems.

Unauthorized contract purchases exceeding the Mayoral discretionary limit in a fiscal year

In November of 2020, the former Mayoral officeholder sought to hire a Deputy Mayor and
engaged with staffing services Firm 1 to recruit for the position. The former City Council
reviewed the request, but chose not to authorize Resolution 20-551 prohibiting “the Mayor
to sign and execute the attached agreement with [Firm 1] for the provision of executive
recruiting services for the vacant Deputy Mayor position at a cost not to exceed $29,085.”
The former Mayoral officeholder ultimately did not sign the Search Agreement presented
to the former City Council, as the signature line for the Mayor was left blank on the Search
Agreement. This demonstrated the former Mayoral officeholder adhered with the former
City Council’s authority of Resolution 20-551 by not signing and executing the
Search Agreement.



There was adherence by not signing the contract; however, an invoice was issued to the
former Mayoral officeholder three days after the former City Council denied the request
for executive recruiting services. This invoice was for “Consultant Services” and was
dated December 4, 2020 for $10,000, the maximum discretionary spending limit.



The formal Mayoral officeholder emailed the former HR Director on December 18, 2020,
saying they were enlisting Firm 1 for consulting services to help sort through potential
applicants, including a “Deputy Mayor (or Interim)” position. It appeared the former
Mayoral officeholder was operating without a contract when they said, “Council did not
pass the retainer agreement for Dep Mayor search.” This email demonstrated the former
Mayoral Officeholder was moving forward with using Firm 1’s services, regardless of the
decision made by the former City Council in November 2020 on Resolution 20-551.

On the same day as the email to the former HR Director about continuing the Deputy Mayor
recruitment, the former Mayoral officeholder “approved to process and pay” the invoice.
The $10,000 payment appeared to be allowed as it was within the former Mayoral
officeholder’s discretionary spending limit for professional service contracts. The payment
was allocated properly in the financial system for the Mayoral Department from the
General Fund for Other Professional Services (101-270). Additionally, there was a
purchase order #20-01875 approved by multiple individuals which appeared proper.



On February 25, 2021, the Executive Office staff requested from the Finance Department
a year-to-date accounting ledger for Firm 1. This occurred over email and the Executive
Office staff indicated the inquiry was because the “Mayor is requesting” the
information. The Finance Department responded with a year-to-date Vendor
Activity Report for fiscal year 2021 (July 1, 2020 to February 25, 2021). This report
showed only one payment, the $10,000 check issued on December 23, 2020 for “Hiring
Mayor deps pers”. This communication of the report reflected that the former Mayoral
officeholder had awareness they had reached their discretionary spending limit for fiscal
year 2021 for Firm 1.



After the former Mayoral officeholder had reached the discretionary spending limit, there
was a second $10,000 payment for “Consulting Services” paid to Firm 1. The second
$10,000 payment was problematic as it occurred during the same fiscal year, and totaled
$20,000 to Firm 1. The former City Council had disallowed the former Mayoral
officeholder from signing the $26,085 contract; the difference in amounts between what
was paid but disallowed to spend was $6,085. This meant that the former Mayoral
officeholder’s discretionary spending limit had been exceeded in May 2021 with the
issuance of the section $10,000 payment. The allocation of funds appeared properly entered
into the financial system, as payments came out of the General Fund for Other Professional
Services (101-270).

There was an apparent internal control failure with the purchasing process. Purchase order
#21-00585 for the May 2021 payment had been unilaterally approved by only the Finance
Director. Additionally problematic with the May 2021 payment was that the invoice
appeared to be a copy of the December 2020 invoice. The second invoice had handwritten
initials of “DC”, who appeared to be the Finance Director, along with the second purchase
order number.



It appeared that the second $10,000 payment in May was issued purposefully to pay for
services that had been rendered. Email exchanges between the former Mayoral
officeholder, Finance Director, and Firm 1 during this period had discussions
regarding the final candidates for the Deputy Mayor position. In an email, Firm 1
asked the former Mayoral officeholder a question about “how do you specifically want to
approach the dialogue with the City Council about the candidates, given they
previously rejected our involvement in the search.” This email demonstrated there was
general awareness that the former Mayoral officeholder had engaged in paid for services
that the former City Council had disapproved.

Additionally by May 14, 2021 the Executive Office had planned for the Deputy Mayor
candidates’ travel to Pontiac for a tour of the City and City Hall. During the time onsite in
Pontiac the Deputy Mayor candidates would meet with City Councilors, Executive Office
staff, and other City Department heads and staff. The Deputy Mayor candidates toured the
City from May 17 to 19, 2021. Firm 1’s services were being used to help coordinate travel
and the tour. The expenses related to the travel and stay for the two candidates totaled
$1,944.39, which included credit card charges and reimbursement checks payable to the
candidates. These expenses were determined to be disallowed costs to the City, as the
Mayoral officeholder had exceeded the discretionary spending limit pertaining to
recruitment of the Deputy Mayor.



The May 18, 2021 Study Session Agenda of the City Council said “Introduction of
candidates for the position of Deputy Mayor (Does the Council wish to set interviews)”.
Shortly after this meeting, on May 21, 2021, the Legislative Counsel emailed a negative

news article to the former City Council about one of the candidates considered for Deputy
Mayor.



Despite the negative media article, the former Executive Office offered the candidate a
position of “Director of Administrative Services & Department of Public Works” for
$120,000 annually. This seemed unusual as the candidate was recruited, interviewed,
and toured the City for a Deputy Mayor position. The Public Works position offered was
for $27,300 more annually than the City budgeted in fiscal year 2022 for the vacant
Director of Public Works (DPW Director) position, which only had a salary of $92,700
annually. The title offered to the candidate was not a traditional title offered to the
Director of DPW.

That candidate accepted the job of Director of Administrative Services & Department of
Public Works, which included relocation assistance in the form of City paid travel between
Pontiac and home while in transition. Then on August 23, 2021, the hired candidate, now
an employee, was terminated only after 48 hours of wages. The financial impact to the City
for 48 hours of salary and employee travel reimbursement expenses was $4,623.95. The
former Mayoral officeholder persistence in using Firm 1 to recruit for a Deputy Mayor was
non-compliant with City Council resolution, and therefore the wages and expenses for this
employee was identified to be in excess of the discretionary spending limit. The other
candidate considered for Deputy Mayor declined the position on September 20, 2021.
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Although there were two candidates for Deputy Mayor recruited through the support of
Firm 1, it appeared the former Mayoral officeholder had also been considering a third
candidate, a former City Councilor. That third candidate had their first paycheck
dated July 1, 2021 and was announced in an email on July 3, 2021. The
former City Council considered the appointment of the former Deputy Mayor on
August 17, 2021; however, chose not to confirm the candidate for the position, per
Resolution 21-260. Ultimately, the Deputy Mayor served for six months.

After the resolution failed, the former Mayoral officeholder granted an “Interim” title to
the Deputy Mayor. This seemed to follow the initial plan that was communicated back on
December 18, 2020 to utilize the “Dep Mayor (or Interim)” title. This demonstrated
dysfunction in the check and balance controls between the former Mayoral officeholder
and the former City Council.
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Expenditures for Other Staffing Services
From 2018 to 2020 the former Executive Office engaged with Firm 1 by email to seek
assistance with staffing other City positions. There appeared to be no contract for services
pertaining to those various other positions, as contracts were not located in the City’s
records and were not provided by Firm 1. This was indicative that either consulting or
recruitment services by Firm 1 were provided while there was not a duly executed contract.

e Senior Citizen Aide

e Senior Citizen Recreation Program

e Senior Financial Analyst

e Public Works, Assistant Accountant

e Community Development, Customer Service

Representative
¢ Planning, Customer Service Representative
e Deputy Director of Community Development



It was unusual that there was no City payment identified for recruiting or consulting
services for those other City positions. This may be due to the former Mayoral officeholder
being a professional business reference for Firm 1’s services, or may be due to gratuitous
services agreement previously offered by Firm 1 to the City.



Example 2.

From fiscal years 2014 to 2022 a Professional Services Firm (Firm 2) was engaged by the
City for planning, code enforcement, and building safety services.

Following the end of the end of the emergency management and also end of TAB oversight,
the City regained local control of finances. In the fiscal years 2018 through until the end of
calendar year 2021, the City engaged with Firm 2 for continuing services through
contract Addendums F, G, H, and I. These expense amounts were bifurcated between the
General Fund 101-271 (Planning and Code Enforcement) and the Building Department Fund
249-371 (Building and Safety Services).

Delay in executing contracts for critical citywide services

On June 22, 2017, just eight days before the contract expired on June 30, 2017, the
City and Firm 2 entered into Addendum F, which was a solely a six month “contract
extension” that would expire on December 31, 2017. The reason for the extension
was to continue negotiation and review of the overall contract and services. The
negotiations purportedly had been ongoing in excess of six months prior to Addendum
F being executed, as the Administration was exploring the benefits of in-house services.
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Addendum F term period between July 1, 2017 and December 31, 2017 was the first
instance where the City was able to engage with Firm 2 without TAB oversight. It was
during this period that the Finance Department and Executive Office recommended to City
Council to insource the Planning and Code Enforcement Services.



It appeared the Executive Office repeatedly reminded the former City Council of the
contract imminent end-date (termination) and the recommendations as demonstrated by the
letter dated November 17, 2017. In this letter, the former Mayoral officeholder urged
action by the former City Council to decide on the recommendations provided by the
Executive Office and Finance Director in October 2017.



Then on November 28, 2017 Firm 2 wrote to the former Mayoral officenolder and former
City Council their commitment to assist with transitioning functions of Planning and Code
Enforcement Services back to the City. This letter communicated that a transition period
would be necessary because “this transition cannot effectively take place before December
31, 2017” when the existing agreement was set to expire. The Firm 2 proposed a six month
extension of Planning and Code Enforcement contracted services, to June 30, 2018.



This letter was followed by the November 30, 2017 City Council meeting. The meeting
packet included the initial draft of Amendment G that was for Planning, Code Enforcement,
and Building Safety. The former City Council deferred the decision to authorize the
Executive Office from signing Amendment G until more information was available.



Firm 2 sent another letter dated December 5, 2017 addressed to the former Mayoral
officeholder and former City Council stating “Today, we are once again only days away
from our contract end-date (December 31, 2017). The City Council must take immediate
action to ensure that the people and

businesses you serve — and those you

hope to attract — receive uninterrupted

service.” The Firm 2 recommended that

the “City Council immediately act on

three separate motions.” The letter further

stated that if the City did not pass the

three motions by December 14, 2017,

then Firm 2 would be required to cancel

all of their City commitments for 2018.

The initial draft of Amendment G was

trifurcated so that the updated

Amendment G was for Planning Services

only, Amendment H was for Code

Enforcement, and Amendment | was for

Building Safety.



On December 7, 2017 the Executive Office staff continued to recommend to the former
Mayoral officeholder and City Councilors to execute contractual services with Firm 2 to
avoid Planning Services, Code Enforcement, and Building Safety services from having a
“significant disruption for the citizens of Pontiac”.

Disagreements between the former elected officials led to a delay where addendums were
not executed timely prior to the contract end date, which created a time crisis pressure
where the City needed to take immediate action to prevent disruption and shut-down of
services. There were only 24 days remaining of the contract when the former City Council
passed three resolutions for Addendums G, H, and | to continue contractual services for
2018. Waiting until the final days before the contract expired, and during the end-of-year
holiday season, demonstrated dysfunctional management of the contract renewal
processes.



Changes to contract terms and cost for services of Amendments G, H, and |

During the self-imposed time crisis pressure, there were several different versions of
Addendums G, H, and I observed throughout November and December 2017. The changes
were observed when comparing the following:

e City Council packet materials for November 30, 2017 and December 7, 2017

e City Council Resolutions in official meeting minutes for December 7, 2017

e Actual Addendums signed and executed by the former Mayoral officeholder in
January 2018

The City Council packet in November 30, 2017 was a draft of Addendum G for all-
inclusive services for the Planning, Code Enforcement, and Building and Safety. Then the
City Council packet on December 7, 2017 contained three different addendum
recommendations, a change from what had been presented initially.



The key changes observed between the November 2017 and the December 7, 2017 drafts
were as follows:

e Addendum G for Planning Services changed to a monthly fee of $29,500 until the
transition was complete.

e Addendum H for Code Enforcement Services changed to a monthly fee of $35,300
until transition was complete; also added a monthly training fee of $7,000 for new
hire training.

e Addendum I for Building and Safety Services changed to a monthly fee of $135,500
and added the caveat “subject to contract negotiation with the Mayor™.

There were no material changes identified with Addendum G or H; although the revisions
and execution of Addendum | demonstrated mismanagement of the contract process by the
former Executive Office. The Addendum | provided by the former Executive Office to the
City Clerk for the former City Council was different than the Addendum the former
Mayoral officeholder actually executed. This appeared to mislead the former City Council
about the true cost of the services the City was obligated to pay and created a situation
where another contract could be negotiated going forward for large projects.

The problems with the contract management renewal process began on December 5, 2017
with a communication from the former Executive Office to the City Clerk.

December 5, 2017 at 10:19am,
the Executive Office emailed the
City Clerk’s Office the “final
agenda items.” Those agenda
items were the Addendums G, H,
and | that City Council saw on
December 7, 2017 in their packet.



December 5, 2017 at 12:57pm,
the City Clerk’s Office physically
date/time stamped the Executive
Office’s Memo with the attached
Addendums G, H, and |

December 5, 2017 at 1:45pm, the
City Clerk’s Office distributed
the “Agenda Packet 12-7-2017”
to the former City Council, the
former Mayoral officeholder, and
Executive Office staff



December 7, 2017 at 5:00pm,
before the City Council meeting,
the City Council met to discuss the
Code Enforcement, and Building
Department (Addendum I)

December 7, 2017 at 6:00pm, City
Council official meeting minutes
reflected all Addendum resolutions
passed explicit authorized amounts
and contract terms for services.

There were major changes identified with Addendum I. The timeline of the problematic
situation was identified as follows:

e The former Executive Office provided City Clerk with Addendum | for the City
Council packet

o Executive Office sought former City Council approval for three years of
services, with an optional one year extension, and a “subject to contract
negotiation with the Mayor” caveat

e Former City Council voted on the resolution specifically for the Addendum I in that
December 7 packet

o City Council Resolution 17-382 in official minutes showed no expressed
permission for the former Mayoral officeholder to negotiate and established
a maximum monthly set dollar amount of $135,500



e Contract terms changed after City Council passed resolution

o Yearly increase of costs paid in excess of the amount authorized in resolution
= Included a 2% annual increase of the monthly cost $135,500
o Contract language that led to subsequent costs for other contracted work
» Ended the deferred compensation obligations, but replaced it with a
“peak loading” compensation on projects with construction value in
excess of $1 million

e Firm 2 requested the additional costs in the “Request for Immediate Action”
December 5, 2017 letter, and it appeared the former Mayoral officeholder did not
disclose the true costs of services to the former City Council

o It did not appear the Executive Office communicated the final contract terms
and pricing to City Council



The computerized date/time stamp of the resolutions found in the City Clerk’s Office files
were last modified on December 11, 2017. The resolutions were the correct versions that
had been approved by the former City Council. This indicated that the final approved
resolutions were available to the former Mayoral officeholder and former Executive Office
staff to ensure compliance with the resolution maximum dollar amount.

Although there was a time crisis to avoid a shut-down of critical services, it was not until
January 17, 2018 the former Mayoral officeholder signed the Addendums. This was
problematic as the City operated without a contract for almost a month. In an email from



Firm 2 to the former Mayoral officeholder, former Executive Staff, and former Finance
Director it stated that the Addendum “incorporate the language used in the city council
resolutions of approval passed last month”. It appeared to be a seriously improper practice
of the former Mayoral officeholder to execute an Addendum that did not exactly match the
language in the resolution. The resolution explicitly stated the Addendum was to be
“executed and made effective as provided” for the total cost and terms for services. The
financial impact to the City from the former Mayoral officeholder’s non-compliance with
City Council approved resolution for Addendum | was at additional cost of $98,220 for
the annual 2% increase over the 2019 and 2020 calendar years.



Increase of expenses as a result of improper contract revisions in Amendment |

About two months before Addendum I was presented to the City Council for approval, the
former Mayoral officeholder supported a county proposal for a global commerce
conglomerate to construct on the Silverdome property. In the letter dated October 16,
2017, the former Mayoral officeholder proposed the Silverdome property as a ‘ready-
to-build’ option for the conglomerate. It was concerning that the former Mayoral
officeholder appeared to not be transparent with the former City Council about the
contract term changes in Addendum | section Compensation 3.2.2 for “peak
loading.” As if the Silverdome property was selected, the peak loading compensation
would be triggered. It was announced publicly on September 18, 20194 the conglomerate
selected the Silverdome property.

4 https://mww.dbusiness.com/daily-news/amazon-opens-new-robotics-facility-in-pontiac-expands-in-michigan/



It appeared the former Executive Office began planning for the Compensation section 3.2.2
to be triggered before the former City Council was aware of the different contract terms
and expenses. As early as January 15, 2020, the former Mayoral officenolder and former
Finance Director were preparing the City financial fund for the “transactions will flow
through Fund 249” for inspection expenses. The former Finance Director stated that “the
budget will have to be amended however it will not be for the full $965,000 of
expenditures.”



In an email on January 17, 2020, Firm 2 submitted a proposal for the additional inspections
required for the project. This proposal was sent directly to the former Mayoral officeholder,
Executive staff employees, and the City Attorney. This email contained a document that
stated “Pursuant to the contract between the City of Pontiac and [Firm 2], Section 3.2.2...”
and cited the contract terms that were not approved by resolution, but was signed by the
former Mayoral officeholder in Addendum 1.



In the City Council meeting
on February 18, 2020, the
transcript demonstrated there was
not general awareness of the true
costs for services that were foreseeable
due to Addendum | Compensation
section 3.2.2.

On March 2, 2020 an Executive
Memo was issued to the former City
Council regarding the expanded
building and safety inspection
services proposal. The memo
included a recommended resolution
that “Therefore, be it resolved that
the Mayor is authorized to negotiate
and enter into an expanded Service
Agreement with [Firm 2] in order to
augment and promptly service the
growing number of construction
projects as outlined in their letter
dated January 16, 2020.™

Then on March 3, 2020, the City Council passed Resolution 20-94 expanding the costs for
services pertaining to building and safety for the Silverdome property. Invoices were paid
by the City from April 3, 2020 to November 9, 2021 for the expanded building safety
services, which totaled $961,814.60. This was the financial impact cost associated with the
former Mayoral officeholder improperly authorizing the Compensation section 3.2.2
contract terms to be in Addendum I. This demonstrated dysfunction of the purchase and
contracting process.

5 Date on recommended resolution had an error by one day. Date should have been January 17, 2020.



Example 3.

From fiscal years 2015 to 2021 a Professional Services Firm (Firm 3) and owner were
engaged by the City for consulting, advisory, and mediation services pertaining to
litigation, actuarial, and financial matters.

Initially with the City being overseen by TAB, the owner was personally (in their own
name) engaged with the City for pension retiree (OPEB) litigation assistance. This
engagement was approved by TAB on February 17, 2016 for a cap of $15,000. From
March 5, 2015 until June 2, 2017, the City paid the owner directly under Vendor
#10004000 for professional services for the litigation. In May and June 2017, City
payments were changed and issued to Firm 3 under Vendor #10004155 (Business #5 in
graph below) and these payments continued until December 23, 2020. The owner of Firm
3 had multiple business entities during this timeframe that interacted with the City as shown
in the graph.



Operating without a contract and exceeding TAB’s authorized spending cap

The owner was engaged with the City as early as November 2015 for “consulting services”
pertaining to pension/retiree litigation matters. Invoices were issued by the owner in their
own personal name until March 2016. City accounting records showed invoices contained
the signature of the former Mayoral officeholder.

During the February 17, 2016 TAB meeting, the former City Administrator, former
Finance Director, and former Mayoral officeholder met with TAB Board Members to
discuss the “Approval of Professional Services Agreement” with the owner (Vendor
#10004000). As documented in the transcript TAB kept of this meeting®, the former City
Administrator stated that “The City had used the services...” of the owner for the OPEB
litigation and “we have reached our $10,000 limit”.

When TAB inquired about the services that were being performed, the former Mayoral
officeholder explained that the owner “has been able to help us where the attorneys don’t
have the expertise to work with the actuarial evaluations...and has been involved with us
from the beginning”. The former City Administrator and former Mayoral officeholder

Shttps://www.michigan.gov/treasury/-/media/Project/Websites/treasury/R TAB/2016/PontiacR TAB02172016Minutes_
2016.pdf?rev=573che3ea354422483c14d346f447fb5&hash=4D37556D43C10FCAD90E746D8640184B



requested permission from TAB to approve a “no limit” professional services agreement
going forward with the owner. The City asked TAB “that no limit be placed” on spending
to the owner for services pertaining to litigation, until such time that litigation was settled.

It was during this meeting that the former Mayoral officeholder stated that “I don’t know
that [Vendor #10004000] has submitted a contract...” and “however it gets done, however
we need to do it, to continue his engagement, he’s a vital part of getting answers we need
to proceed with the mediation and the litigation.” After discussion, TAB approved to “cap
additional payment to [Vendor #10004000] at $15,000.” While TAB approved a $15,000
expense cap, a contract was not located.
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Prior to the February 17, 2016 TAB meeting, the City had issued $10,306.90 in payments
to the owner from March 2015 to January 29, 2016. As seen in the transcript, the Mayoral
discretionary spending limit of $10,000 had been used and approval was needed to spend
additional funds. It is concerning that TAB was retroactively engaged, as the owner had an
outstanding invoice the City had not yet paid. Invoice #rg8 was issued on December 29,
2015, with a payment due date of January 28, 2016, which was one month prior to the
meeting with TAB. The City had used vendor services without proper authority to spend.
This invoice was paid March 8, 2016 with the funds TAB approved in February 2016.

By the December 15, 2016 payment, the City had used the $15,000 plus an additional
$1,382.37 in excess of the TAB approved funds. Even after the funds were exhausted, the
City continued to issue payments to the owner. The former City Administrator, former
Finance Director, or former Mayoral officeholder appeared not to have met with TAB
again or the City Council to request another approval for spending. In total, there was
$22,685.30 of financial impact to the City from improper payments to Vendor #10004000
that were not authorized as required.



Purchase Order #15-5914 was used for the payments based on the former Mayoral
officeholder’s discretionary spending. Purchase Order #16-7189 was for TAB’s approval
of the $15,000 additional cap in spending. The City depleted the additional funding and by
the December 15, 2016 payment had overspent TAB’s cap. There were eight other
purchase orders in fiscal year 2017 that when totaled was $37,978.52, which was in excess
of the Mayoral discretionary spending limit. Each of those purchase orders had journal
entry amounts under $10,000, ranging from $1,202.34 to $8,092.82, which seemed to be
structured under the Mayoral discretionary spending limit. There was one Purchase Order
#17-9101 which was for the “Advisory Services” that was in excess of the Mayoral
discretionary spending limit. This engagement was later paid directly to Firm 3 (Vendor
#10004155). The purchase orders were allocated to the Insurance GERS/MERS 659-854
fund which appeared proper except for the May 15, 2017 purchase order for advisory
services.



The former Mayoral officeholder continued to engage with the owner, which appeared to
include operating without a valid contract and unauthorized overspending. A timeline of
Vendor #10004000 with Invoice Register for GERS/MERS 659-854 and TAB engagement
Is as follows:

e February 17, 2016: TAB meeting:

o Former City Administrator and former Mayoral officeholder and former
Finance Director initially requested a “no limit” of spending to the owner for
the litigation matters

o Former Mayoral officeholder stated that “lI don’t know that [Vendor
#10004000] has submitted a contract...” and “however it gets done, however
we need to do it, to continue his engagement, he’s a vital part of getting
answers we need to proceed with the mediation and the litigation.”

o Former Finance Director stated the owner was paid “directly” and not
“through the legal firm”

o TAB capped additional spending at $15,000

e February 17, 2016: Purchase Order #16-7189 was created for the additional funds
for the $15,000 TAB cap

e December 15, 2016: City payments overspent TAB authorized cap

e Fiscal Year 2017: All but one purchase orders were divided into smaller units below
the Mayoral discretionary spending limit

o Overspent the TAB cap by $22,685.30
o Overspent the $10,000 Mayoral discretionary spending limit by $12,685.30



0 Expenses were not paid to a law firm, therefore City Council approval was
needed for professional service contracts

e TAB and City Council appeared not to be engaged by the Executive Office for
overspending of funds for fiscal year 2017 or for executing professional services
contract

Scope of services changed and unauthorized spending on advisory services

In June 2017, a representative from Firm 3 advised the former Finance Director that two
outstanding checks should be reissued directly to Firm 3 (Vendor #10004155). Those
two checks were originally issued on May 4, 2017 ($1,252.37) and June 2, 2017
($13,800.00) to the owner’s name (Vendor #10004000). The May check was for OPEB
retiree litigation services but the June check was for a different scope of work for
advisory services. The City reissued a single check for $15,052.37 on June 29, 2017
that was recorded in the financial system as GERS/MERS 659-854-181, which seemed
problematic as the $13,800 was not for GERS/MERS services but was for other
advisory services. All payments thereafter from June 2017 to December 2020 were paid
to Firm 3 (Vendor #10004155).

This email coincides with the timing of an unsigned proposal agreement dated April 11,
2017. This agreement was addressed to the former Mayoral officeholder, and detailed a
monthly fee of $13,800 to perform “financial and advisory services.” This proposal did
not appear to be for legal or accounting services and therefore, professional services
contracts in excess of $10,000 required City Council approval (2-251). The TAB or City
Council official meeting minutes and agenda packets, ordinances, or resolutions did not



have approval of the advisory expenses to Firm 3 (Vendor #10004155). The unsigned
proposal agreement showed the scope of advisory services included’:

e Firm 3 advised on insourcing and outsourcing pertaining to Firm 2 services.

e Firm 3 advised on City departments and organizational structure which appeared to
influence services the City sought from Firm 1.

e Firm 3 advised on
millage start up and
programming  for
recreation services
provided by Firm
4B. The owner later
became a Director
at Firm 4B.

7 Reference Firm 1 Example: resolution 18-322 for staffing and recruitment consulting services
Reference Firm 2 Example, Addendum G and H, where the City decided to bring back in-house planning and code enforcement functions



During this time, on May 1, 2017, the former Mayoral officeholder requested the former
Finance Director to provide the owner of Firm 3 the “proposed budget” and “budget
balances that will be left in each Dept” so a determination could be made for “the amount
of funds that have not been claimed to date that we still have to work with until June 30.”
This email demonstrated how the former Mayoral officeholder identified funds to pay for
the Firm 3 services.

On May 14, 2017, the City received the first invoice for $13,800, which was due
immediately. This invoice cited “Monthly Flat Fee- Engagement 1 Services Rendered”;
no supporting details were found for the services that were billed for that month. The next
day, in response to the first invoice, the former Finance Director emailed the former
Mayoral officeholder the invoice and asked to “sign the attached invoice from [Firm 3] for
processing. Please note the amount is more than $10,000. Also, need to know the length
of the contract.” The former Mayoral officeholder replied “Received. We can review
tomorrow in reference to the city terms for handling accounting.”



Invoices were provided to the former Mayoral officeholder for approval. From June 2017
to July 2018 there were 12 payments for advisory services invoices, which included at least
the $13,800 flat monthly fee, a prorated check, and a partial payment, which totaled
$152,989.05 paid to Firm 3. Most of the advisory service payments occurred after TAB

oversight ended, when the City regained financial control.



On June 1, 2017 there was an email exchange between the former Finance Director and the
representative at Firm 3. In this conversation, Firm 3 inquired about when payment would
be made, as the City had not paid the invoice immediately. Firm 3 inquired if there was a
“problem” with getting the check issued. The former Finance Director responded that “not
having a signed contract” was a problem, but that the City “should be processing the
payment soon”. The representative responded “...if you don’t have an rexrcuted contract
how are you processing payment soon? Can you clarify?” (sic). This email demonstrated
that the City was operating without a duly executed contract.



There were recurring instances when it was demonstrated that the former Mayoral
officeholder was the approver for payment on invoices. Some examples include:

e On February 14, 2018 the Finance Department inquired with the former Executive
Office about a past due invoice, and the Executive Office replied “The Mayor has
the invoice and says that she wants to discuss it with [Firm 3]. That’s the status.”

e On February 21, 2018 former Finance Director replied that the “Mayor approves
[Firm 3] invoices before payment”.

e On May 9, 2018 the Finance Department staff sought approval from the former
Finance Director for a Firm 3 invoice, and the former Financial Director twice stated
that the former Mayoral officeholder’s signature was needed.
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While advisory services were occurring, the City was notified about the preliminary
approval of a settlement pertaining to the retiree pension litigation. On April 4, 2018 the
former Mayoral officeholder, former Finance Director, and the owner (Vendor #10004000)
received the hearing notice. This appeared to cause a quasi-reengagement again between
the City and Firm 3 pertaining to litigation services. It was a quasi-reengagement because
the City had previously paid owner (Vendor #10004000) directly for litigation services and
had only engaged Firm 3 (Vendor #10004155) for advisory services. It appeared the City
did not have a contract for the reengagement.

After receipt of the hearing, and almost a year into the advisory services, the former
Finance Director contacted the owner of Firm 3 and asked for “itemization” of past
invoices paid. In the email dated April 6, 2018, a representative from Firm 3
responded with minimally updated invoices which still lacked specific details, but had
indicated a percentage of activity performed for that monthly fee. The activities align
with the scope of work services in the unsigned and unauthorized April 11, 2017
agreement for advisory services. An example of one past invoice dated February 10,
2018 demonstrated the minimal itemization received from Firm 3.
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Then on April 9, 2018 there was an email from the former Finance Director to Firm 3 that
said the majority of items in their month-to-month engagement agreement have been
accomplished, and that “the current engagement, as structured, will end effectively today
(if the Mayor did not end it earlier)”.

One day after the abrupt end to advisory services, the former Finance Director emailed the
City Attorney on April 10, 2018 with an attachment of the detailed chart of invoices paid.
As stated in the email, the attachment also included the “minutes from RTAB that approved
[owner - Vendor #10004000] services back in 2016.” However the attachment did not
include TAB meeting minutes but rather the agenda for the February 2016 TAB
meeting. The email also did not include the transcript from the TAB meeting where a cap
of $15,000 was approved specifically for the OPEB retiree pension litigation services. The
TAB was not engaged for advisory services of $13,800 a month for the owner (Vendor
#10004000) or for Firm 3 (Vendor #10004155). All payments for advisory services were
demonstrated to be improper, as it appeared the former Mayoral officeholder had not been
transparent with critical City leadership and elected officials about the engagement and
there was not an authorized contract located.



It was during April 2018 when the City Council seemed to discover and learn about the
owner of Firm 3 doing business with the City. This was also the period for which advisory
services had abruptly ended, and invoices were retroactively requested for itemization from
Firm 3. There were two Attorney Client Privileged (ACP) Memorandums to the City
Council from the City Attorney regarding the owner and the Firm 3:

The first ACP memo was sent on April
17, 2018 “regarding the legality of a
contract between the City and” the owner
of Firm 3. The memo referenced that
TAB approved a professional services
agreement on February 17, 2016. The
City Attorney indicated “it is our
understanding that the City’s Director of
Finance terminated the services provided
thereunder on April 9, 2018.”



The second ACP memo was sent on
April 30, 2018 “regarding a contract
between the City and [owner — Vendor
#10004000] and his company, [Firm 3 —
Vendor #10004155]”. The memo
indicated that TAB had approved a
professional services agreement on
February 17, 2016. But it appeared the
City Attorney was unclear of all of the
contractual details because they were
“still attempting to locate a copy of the
contract at the request of the Council
President.”



Example 4.

Following the end of the TAB receivership period, the City opened a recreational facility
to offer community programs in fiscal years 2019 to 2022. The City had leased a building
from Firm 4A and engaged with a non-profit Firm 4B for management of the programs.

The City Council initially agreed to lease the building from Firm 4A and approved costs
for a contract to be executed; although the contract that was executed was for more than
the approved based monthly rent. The City also failed to vacate the building by the end of
the lease and defaulted on the contract, which exposed the City to significant financial risk.

The former Mayoral officeholder gave information about Firm 4B programming services
to the City Council by a “Communication from the Mayor.” The former City Council
appeared not to have authorized a Memorandum of Understanding (MOU) with Firm 4B,
and the payments were in excess of the former Mayoral officeholder’s discretionary
spending limit.

The facility and programming support services were paid using the Millage Fund (208).
The programming support services ended in about August 2021 and the building eventually
was vacated in early 2022.

Executed contract in excess of specified amount approved by City Council

There was an Executive Office memo stamped in the City’s official record on June 8, 2018,
which recommended a resolution for a $25,000 monthly lease. The former City Council
passed the resolution for the exact amount the Executive Office requested for “a base rate
not to exceed $25,000 per month” on June 8, 2018. The City Council packet with draft
Lease Agreement also reflected base rent of $25,000 per month.



Resolution 18-209 had explicit language that the lease base monthly rate not to exceed
$25,000 and “authorizes the Mayor and designated staff to complete negotiations and
execute the lease.” It appeared the Executive Office had discretionary authority to complete
contract negotiations limited to the other contract terms, but not the monthly lease amount.
Ultimately the Lease Agreement (with Purchase Option) was executed July 1, 2018 by the
former Mayoral Officeholder with a monthly lease amount of $26,000, an amount which
was $1,000 more per month above what City Council had expressly approved in the
resolution. This resulted in a financial impact of $36,000 to the City due during the three
year lease.
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Retroactive contract for programming services

OnJuly 11, 2019, the former Youth Recreational Manager expressed frustration in an email
to the Executive Office, City Councilors, and other City leadership. The Manager
complained of problems and ultimately resigned in a second July 11, 2019 email. The
resignation led to the former Mayoral officeholder to outsource programming services
using the budgeted salary equal to the Youth Recreation Manager role.



In May 2020 the City announced a partnership with Firm 4B for recreational programming
services, and an agreement with Firm 4B was being drafted. A “launch announcement”
flyer was in a “Communication from the Mayor” in the City Council meeting on June 2,
2020, but there was not a resolution to outsource programming service costs equal to the
Youth Recreation Manager salary. The budget for the Youth Recreation Manager 1 was
$57,200; however, instead of hiring a City employee, these funds were paid to Firm 4B.
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It appeared the former Mayoral officeholder did not immediately execute the MOU, even
though Firm 4B began performing programming services around June 2020. The MOU
appeared to be retroactively executed after services had already been started:

May 2020 “Launch Announcement” flyer with services by Firm 4B

June 2, 2020 “Communication from the Mayor” in City Council agenda packet
contained Launch Announcement; no request for purchasing or contracting (MOU)
with Firm 4B

June 3, 2020 MOU was signed by Firm 4B, the signature for the former Mayoral
officeholder was not dated

August 12, 2020 an email contained an “updated” version of the MOU that was
shared with the Mayoral officeholder for “final approval”

Fall/Winter 2020 brochure showed Firm 4B as a partner with the City

December 18, 2020 invoice showed four months of backdated billing for services
rendered from September until December 2020

January 15, 2021 former Mayoral officeholder executes MOU; corresponding
“Contract Distribution Sheet” showed this was the date the MOU was duly executed,
but the “Approved by Council” field was blank

January 15, 2021 payment check issued for December invoice

January 15, 2021 to April 9, 2021 invoices showed Firm 4B wages and expenses
were paid in arrears
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Defaulting on leasing agreement, incurring of unnecessary expenses, misuse of property

The City Council, at their discretion, did not pass several resolutions to either purchase
or continue to lease the recreational building, which indicated that the Executive
Office needed to search for a new location to continue the programming. The
timeline of resolutions that did not pass was as follows:

e Resolution 21-108 to purchase the building did not pass on April 20, 2021

e Resolution 21-157 to extend the rental agreement for a year (July 1, 2021 to June
30, 2022) did not pass on May 25, 2021

e Resolution 21-204 for a three-month extension of rental contract at a monthly cost
of $39,000 did not pass on July 6, 2021

A week after the former City Council declined to purchase the building, the City Council
agenda packet for April 271, 2021 included presentation materials and a recreation center
Feasibility Study. The Study reflected the lease to the facility will be expiring in 2021 and
that the City was in negotiations to “extend its current lease agreement”. Three other site
locations were evaluated in the Study, but were determined to be “humanly impossible”
for those other locations to “be available and ready to assume operations for PYREC
program and activities” and were “untenable as options”.



When the City Council voted to not approve a lease renewal in May 2021, the former
Mayoral officeholder had just over one month to prepare a plan to vacate the building
before the lease end date of June 30, 2021. As early as June 10, 2021, the Youth Recreation
management and Public Works management created a transition plan to move out of the
facility and for storage of the recreational property.



As early as May 28, 2021, Firm 4B was coordinating pop-up locations for the continuation
of the programming not at the building where the lease was ending. Firm 4B had secured
these pop-up locations before July 21, 2021 and published these locations in the “PYREC
Summer 2021 Programs”. It appeared that the pop-up locations were reasonable
alternatives to continue recreational programming while elected officials came to an
agreement with a new building.
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The Executive Office memo dated June 17, 2021 was prepared for the June 22, 2021 City
Council session, and was regarding an “Emergency Resolution” to “mitigate expected
damages through an extension of the lease agreement” for the recreational building. The
memo stated that the City was exposed to “potential damages, particularly in the form of
hold over costs” if the recreational building was not vacated by the end of the lease on June
30, 2021. It appeared the Executive Office was aware that remaining at the building past
the lease end date would cause financial impact to the City due to holdover damages. It
seemed seriously improper to unnecessarily incur damages when pop-up locations were a
viable alternative to the building, and City staff had been coordinating vacating the
property by the lease end date.
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By not vacating the building, the
former Mayoral officeholder had
defaulted on the lease agreement
which triggered the *“Holdover”
section of the lease in the “Event of
Default.” Belongings were still in
the facility past the June 30, 2021
lease end date. The City’s default
on the lease allowed the monthly
rental rate to increase 150% to
200%, plus exposure to additional
“direct or indirect damages.”

The property owner notified the City
in a letter dated June 30, 2021 that the
“failure of the City to vacate the
premises as of the end of the Lease
Term is a default...and the City is
now considered a ‘hold over’ tenant.”
The lease allowed the property owner
to charge the City 150% of the current
monthly rental rate. The property
owner waived the increased rent for
only two months “July and August
2021” but this waiver “shall not be
deemed as extension of the lease”.
During the holdover period the City
incurred unnecessary expenses as a
result of defaulting on the lease
agreement.



On September 2, 2021, two days after the property owner waived the increased rent for
only “July and August 2021, the former Mayoral officeholder wrote in an email that the
City “still have youth operations functioning out of [PYREC building] and a whole school
of furniture and equipment still there.” The former Mayoral officeholder stated the
“Council has no authority to direct administration on how to administer a program” and as
long as the City kept paying the rent “as a legitimate operating expense”, there will be no
eviction. This email revealed that the former Mayoral officeholder did not comply with
Resolutions 21-157 and 21-204 which disallowed extending the rental agreement. It was
seriously improper to extend the rental agreement through a default provision that the
property owner expressed was “not be deemed as extension of the lease.”



During the holdover period, an email from Firm 4B on August 20, 2021 stated if “hostile
and toxic environment” and “hostile and retaliatory environment” continued, then Firm 4B
would be “forced to exit our agreement immediately.” The last payment to Firm 4B was
on August 31, 2021, corresponding with a withdrawal of services. Also during the holdover
period the Youth Recreational Assistant Manager resigned in an email dated October 19,
2021 citing that “Mayor has moved all programming back to [PYREC building] and 1 don’t
want to get involved in the politics of that.” It appeared that the former Executive Office
lost the support of critical individuals to continue with programming services.



Use of the facility during the holdover period signified poor management practices. There
was evidence the facility was used until December 2021. This was demonstrated by events
that were held at the building in December 2021. At one of those events, the Sheriff was
called to conduct a “miscellaneous investigation”. In a Sheriff’s case report #210257245
the former Deputy Mayor was documented as telling the Sheriff that the recreation building
was “running due to funds that still remaining in the PYREC account. The city and the
owner of the building have an agreement to continue the lease on a month to month basis.”
This statement appeared flawed as the former City Councilor told the Sheriff that they
voted to “discontinue the funding” for the building.

The former Executive Office was not compliant with City Council Resolutions. Defaulting
on the lease agreement led to holdover costs as well as property maintenance costs, for a
financial impact to the City of $251,295.56.
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Conduct

There was recurring evidence of conduct indicative of improper managerial practices, and
conduct lacking of prudence, reasonable judgment and decision-making.

Instances of problematic conduct was as follows:

Public records removed from the Executive Office

City’s public email system used for election campaign finance materials and
fundraising for private foundations

Expenses for unnecessary events that were out of pattern

Comingling of public and personal affairs that led to perceived impropriety of
conduct

Public official using their influence to procure benefit for a foundation where they
are a Director

Improper and questionable conduct were problematic for the following reasons:

Removal of public records was appeared to wrongfully deprive the public of the
right to freedom of information created by or in the former Executive Office

Seriously improper practices using the City’s public resources for personal uses,
such as election campaigning and foundation fundraising purposes

Incurring of unnecessary expenses potentially deprived the public of its financial
resources that could have been allocated for other programs or services provided by
the City

Breakdown in internal controls and the control environment was intolerable due to
actions that were dysfunctional affecting citywide operations



Points of reference for City conduct standards were:
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Conduct was important because it directly affected internal controls and the City’s ability
to safeguard funds. The City demonstrated an inability to communicate in an effective
manner to mutually achieve objectives. There were continuous challenges not remediated
which led to adversarial and irreconcilable situations. A former hostile work place was
demonstrated that lacked respect for everyone in the organization. Former individuals at
the top of the organization were responsible for standards, but did not meet those standards,
and other City Officers, employees, and contractors mimicked these substandard
behaviors. When City leadership did not conform to high standards, this created an
unacceptable citywide risk and performance of improper managerial practices with
purchasing and contracting, conduct lacking of prudence, reasonable judgment and
decision-making.

There was not handling in a fair and consistent manner for accountability and
transparency when there were complaints and red flags of improper conduct. When there
was perceived improperly it was observed that individuals did not recuse themselves to
mitigate the optics of potential conflicts. City leadership in the highest positions hold
special authorities and responsibilities to the citizens that should be becoming of the
duties of their office. When City leadership chose to circumvent, obfuscate, and not
properly perform duties it led the City into dysfunction.



Non-conformance to standard and historical practices and wrongful use of influence to

procure a financial benefit

In December 2021, the former Mayoral officeholder and Executive staff planned an

end- of-the-year State of the City (SOC) Farewell Address. This was out of pattern for the

City as all prior SOC events had occurred mid-calendar year corresponding with the City’s

new fiscal year. It seemed improper for a SOC event to be held in December as a

“farewell” for the following reasons:

e The National League of Cities (NLC) standard on State of the City speeches is to

“...set the policy agenda for the year ahead” and “how the policy will achieve a
desired goal™?!

o The City is a member of both the NLC and Michigan Municipal League
(MML); MML is a founding member of the NLC

o Former Mayoral officeholder is a Director for the MML

o Former Mayoral officeholder attended several conferences and conventions
hosted by the MML and other professional mayoral organizations, such as
U.S. Conference of Mayors and the Michigan Association of Mayors

o The former Mayoral officeholder received at least $10,000 in training from
professional organizations

e During the eight years of tenure the former Mayoral officeholder held SOC events
at the start of the fiscal year (June - July)

o The City did not have a tradition of a farewell event for elected officials in
December

o “State of the City Farewell Address” event implied a different purpose than
the traditional SOC address which was for setting policy agenda and goals for
the upcoming year

o The flyer for the December SOC event reflected the time period of 2014-2021
which was a lookback period and not a go-forward vision of the upcoming
fiscal year policy and goals

e Former City Council Resolution 21-387 disallowed any expenses related to the
December SOC Farewell address

! https://www.nlc.org/wp-content/uploads/2017/01/NLC_State_of the_Cities_Brief WEB_2017_0.pdf
https://lwww.nlc.org/membership/



The former Mayoral officeholder held the December SOC about two weeks before
the Executive Office transition-of-power occurred (December 2021 - January 2022)

There appeared to be commingling of supplies at a related personal Farewell
Celebration event the former Mayoral Officeholder held four days before the
December SOC

0 The December SOC event was on December 16, 2021
o The personal Farewell Celebration event was on December 12, 2021

The supplies paid for by the City were purchased on an expedited manner with
upcharge costs for rush orders and shipping

The personal Farewell Celebration benefited a private non-profit Foundation where
the former Mayoral officeholder is a Director

o The Foundation (Vendor #10000037) solicited the former Mayoral
officeholder and received a City payment of $2,500

o Foundation President was the Master of Ceremonies at the personal Farewell
Celebration; and was a speaker at many past year’s SOC event

A City employee (“Executive Aide” to
Mayor and Pontiac Arts Commissioner)
sent out Farewell Celebration flyers by
their official email (@pontiac.mi.us)
soliciting donations for the Foundation

The Executive Aide used their influence
to pressure a City Official (Vendor #13036) for a donation, and at least one other
contractor (Vendor #10004457) did donate to the Foundation



Resolution passed by former City Council December SOC event flyer



All expenses for the December SOC event seemed to be unnecessary expenses that were
incurred by the City. Expenses included the event location, an event planner, catering,
awards, photos, flowers, and decorations. Additionally, the Executive Aide time was used
to plan and host this event. In total, the financial impact was $50,441.88 for this event.



While the Executive Aide and the event planner (Vendor #10004485) worked on the
December SOC event, they also planned the former Mayoral officeholder Farewell
Celebration event. This Farewell Celebration event was a personal event held at a hotel on
December 12, 2021, just four days before the December SOC. Emails showed the
Executive Aide and event planner were involved in recurring meetings for the Farewell
Celebration. Attached to an email dated December 10, 2021, the Executive Aide sent the
Farewell Celebration Program. The program identified that the “Song Selection” individual
was the same vocalist (Vendor #10004465) as who performed at the December SOC, and
a section for “Proclamations, Plaques and Awards.”



The event planner was hired as a “Financial Analyst” contractor with a “flat fee of
$2,500.00 per payroll” with “not to exceed $10,000.00,” and this MOU was signed on
November 15, 2021 by the former Mayoral officeholder. Invoices from the event
planner identified a scope of work as “preparation for State of City Farewell
Address...” which was not indicative of a Financial Analyst position traditionally
responsible for financial statements and reports?. Additionally, the Finance Department
and Executive staff appeared to be confused on payment terms, and emailed the former
Mayoral officeholder for clarification and approval of invoices. The former Mayoral
officeholder approved three invoices totaling $7,500 on December 29, 2021. The event
planner appeared to not have been paid through the payroll system, and the purchase
order was unilaterally approved by the Finance Director.

2 http://mwww.pontiac.mi.us/Senior%20Financial%20Analyst%20Description%20102418.pdf
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The Foundation Financial Report and receipts
for the Farewell Celebration was emailed to
the Foundation President on December 21,
2021 by the Executive Aide using the City’s
official email system. The Foundation’s
report identified no amounts were paid for the
event planner, which the City had been paying
for invoices. The involvement of the event
planner was evidenced in emails and
recurring meetings held for the personal
Farewell Celebration.



Additionally, there were no amounts on the Foundation’s report for the song selection
(Vendor #10004465) contractor. Initially, the song selection was for $100, but the City
paid $500 to this contractor. The invoice stated services were for the National Anthem “and
additional song.” There was no contract found for this expense; the vendor confirmed they
were paid by the City for both December SOC and the Farewell Celebration.

The Farewell Celebration and the December SOC had appeared to be nearly identical
events. The costs for the banner, carpet, and awards were omitted from the Foundation’s
Financial Report, as these were purchased by the City’s credit cards. The banner appeared
to be used as the photo backdrop at both events. This order was placed on December 8,
2021, only four days before the Farewell Celebration on December 12, 2021. This banner
was printed by and mailed on December 9, 2021.



107|Page



The red carpet leading up to the banner was purchased by the City and it appeared to be
used at both functions. It seems seriously improper to use supplies paid for by the City at
a fundraising event for the Foundation where the former Mayoral officeholder had a
financial interest. The photo on the left was retrieved in an email from the professional
photographer about the December SOC to the former Mayoral officeholder. The photo on
the right was retrieved from a social media post made by an attendee at the Farewell
Celebration.



The Keys to the City awards were awarded at both events. The City purchased $5,744.40
in Keys and according to the Foundation’s Financial Report there was no amounts for
awards at the Farewell Celebration. The two top photos were retrieved from a social media
post made by an attendee at the Farewell Celebration. The two lower photos were retrieved
in an email from the professional photographer about the December SOC to the former
Mayoral officeholder.

The email dated November 23,
2021 showed the former Executive
Office staff communicated to a
vendor placing an order for the
Keys to the City awards, stating the
City “will need to receive them by
Dec 6. The due date provided
was six days before the Farewell
Celebration.



The Farewell Celebration flyer was distributed by the Executive Aide using the official
City’s email with sponsorship amounts solicited for the Foundation. A City Attorney
(Vendor #13036) received an email from the Executive Aide about the amount requested
for the former Mayoral officeholder’s Farewell Celebration event. According to the
Executive Aide, the amount requested for the Farewell Celebration was “not doable.” The
Executive Aide appeared to pressure a City Attorney by saying “I am still hoping that you
or your firm would acknowledge that Mayor [former] has been loyal to your firm during
[former Mayoral officeholder] tenure and | would like to say that whatever you can give
would be greatly appreciated.” The Executive Aide stated the checks must be written out
to the Foundation. At least one other contractor (Vendor #10004457) was confirmed to
have donated to the Foundation on December 1, 2021 for $750.



The invitation email sent from Executive Aide to invitees



The Farewell Celebration’s Master of Ceremonies was the President of the Foundation.
The President had previously solicited the City for a grant through the Pontiac Initiative3.
The Foundation (Vendor #10000037) did not apply for the grant following the normal
submission process and was given special treatment by the former Mayoral officeholder.
The former Mayoral officeholder approved a $2,500 check to the Foundation, and had
procured a financial benefit to the Foundation where they were a Director. This appeared
seriously improper as the former Mayoral officeholder converted public money in their
control that they were in charge of by the virtue of their duties as an Executive Officer of
the City. This seemed to be a potential violation of the law.

May 8, 2020

The Pontiac Initiative
applications for a grant were
due by midnight through an
online intake form.

May 15, 2020

The Pontiac Initiative “Pillar
Leaders” reviewed the grant
applications and participated in
the endorsement of the
organizations. The Foundation
was not included on the list of
those organizations that
applied.

3 https://oakland.edu/community/pontiac-initiative/



June 12, 2020

There was a compiled
list of the organizations
with the preliminary
grant approval.

The Foundation was
not an organization on
the list, as they did not

apply.

June 2020

Grant offer letters were sent to
the approved organizations.

June 19, 2019 was the date on
the award letter to the Pontiac
Arts Commission



June 29, 2020

In an email on June 30, 2020,
the Pontiac Initiative partner
delivered their portion
($2,500) of the grant award to
the City on June 29, 2020.
This check was “Received by”
an Executive Office staffer on
June 29, 2020.

In a follow up conversation with
the Pontiac Art Commission on
July 28, 2022 it was confirmed
the organization never received
the grant award check.



June 29, 2020

The Pillar Lead meeting materials
included the 2020 list of Pontiac
approved awards which were emailed to
the Executive Aide and the Foundation
President.

The Foundation was not an organization
on the approved list, as they did not

apply.

The Pontiac Arts Commission was
awarded $2,500 from the partner
organizer.



August 28, 2020 - Friday

The Foundation President emailed the
former Mayoral officeholder with a
“Grant sumital”(sic) letter and an IRS
W9 form.

This submission was concerning as:

o0 Past the grant application deadline of May 8, 2020
o Submission was not assigned an “App. No.” (Application Number) by the Pontiac Initiative, as the
Foundation never submitted an application properly
= Submission was directly to the Executive Office and not submitted through the normal online
intake form
= Pillar Leader endorsement and approval process seemed to be circumvented. Pillar leaders
participated in the other evaluation and endorsement of organizations and applications for grant
funding
o Submission did not meet instruction requirements for the grant that other organizations were required
to fulfill
o Submission received after the 13 legitimate grant awardees were notified of approval



August 31, 2020 — Monday

The next business day, the former
Mayoral officeholder approved the
Foundation’s grant.

0 The former Mayoral officeholder
approved the $2,500 check #528300
payable to the Foundation where they
are a Director

0 There were 12 legitimate
organizations that had checks issued
by the City

0 There was one organization not
issued a check on August 31, 2020
which was the Pontiac Arts
Commission (App. No. 33)

= The Executive Aide was a
commissioner at the Pontiac Arts
Commission and was a “Pillar
Leader” for the City sponsored
Pontiac Initiative grant program

= |t appeared the Foundation
received $2,500 of the grant
funds rightfully awarded to the
Pontiac Arts Commission



Executive Aide self-described roles
and responsibilities at the City
provided on July 27, 2022



September 22, 2020

Pillar Lead meeting minutes reflected the
“foundation will be funded” for a
community impact award. The Foundation
was approved retroactively after the check
was already issued by the City and had not
followed the normal grant submission
process.



December 2020

The Pontiac Initiative held a town
hall meeting. In the presentation it
showed the Foundation and the
Pontiac Arts Commission were
separate grant recipients.



June 4, 2021

The former Mayoral officeholder received an email
with the “attached 2020 Community Impact
Sponsorship Awards matrix” that showed the
Foundation should have received $5,000. The
matrix had 16 organizations, more than the original
13 that were approved by the Pillar Leaders.

An Executive Office staffer forwarded an email to
the Finance Director “you may want to check with
[former Mayoral officeholder] to see if it is ok to
reissue and send [outstanding grant checks] out.”



The attachment
contained in the
June 25, 2021 emaill

June 25, 2021

The Finance Department issued a replacement check
#530559 for $2,500 to the Foundation.

The original check issued on August 31, 2020 was voided.



June 26, 2021

Vendor Activity Report created by the Finance
Department showed the voided check and the
total of $2,500 had been paid by the City from
the General Fund (101-171)

Year 2020 Observation

It appeared as early as April
2020 the former Mayoral
officeholder commingled
City business with
Foundation business and
was having “office staff
doing logistics by phone”
for Foundation activities.



July 29, 2022 — Follow up

Inquired with the Pontiac Initiative partner regarding the grant check issued on June 26, 2020. Evidence
provided showed the Treasurer’s Office required a replacement check, and check #U2127996 was issued
on October 8, 2021 payable to Treasurer City of Pontiac. This check was deposited by the City on October
13, 2021 to the COP Consolidated Cash account #6047.

The City has not yet disbursed the $2,500 received from the Pontiac Initiative partner to the Pontiac Arts
Commission.
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Michigan Corporations Online Filing System revealed the former Mayoral officeholder is
a Director at the Foundation and at the Michigan Municipal League.



Careless spending and incurring of unnecessary expenses

Purchases that were charged on City credit card accounts were reviewed from fiscal years
2019 to 2022 that identified instances of non-prudent and personal spending. The City
credit cards were issued to the former Mayoral officeholder and Executive staff. In total,
there were $60,690.78 in concerning purchases. The credit card charges were recorded in
the financial system by the type of purchase and into the respective financial system fund.

Examples of credit card spending that was concerning included:
e Purchases that appeared to be more of a personal nature. These included:

o Subscriptions for website services registered using personal email accounts as
login IDs and contact methods

o Items and supplies ordered shipped directly to personal (home/residential)
addresses and not shipped to official City addresses*

o A trip to New York by the former Mayoral officeholder, which lacked
supporting documentation for work related purposes

e Incurring of unnecessary expenses on travel, such as fees relating to flight changes,
agent service, and hotel room no-shows without documented rationale

e Careless spending due to rush fees, like expedited and overnight shipping costs, and
late purchases that seemed to cause inflated costs

e Purchases that were not supported by an itemized receipt, receipts entirely missing,
or receipts not exactly matching the purchase details

Three examples of concerning purchases are detailed below.

4 Did not appear COVID related accommodations



Example 1

During October 2021, the former Mayoral officeholder took a weekend trip to New York
City that was charged on the City’s credit card. This New York trip was concerning as it
appeared to be personal in nature and lacked supporting documentation for work related
purposes. The former Mayoral officeholder did not substantiate charges after repeatedly
being requested by the Finance Department to provide supporting documentation. Using
the City’s credit card for personal travel was indicative of misconduct and potentially
problematic with violations of the law as public money appeared to be spent for their own
personal use. The financial impact to the City was $1,879.52.

The activity on the former Mayoral officeholder city’s credit card showed flights with no
receipts for the airline or the booking agency, and the former Mayoral officeholder was the
passenger. The credit card statement showed these flights were for a two night weekend
getaway. Flights were purchased on October 13, 2021, which was three days before
departure on Saturday, October 16, 2021; with a return flight after the weekend on Monday,
October 18, 2021.

The credit card statement had a hotel purchase with an arrival date of October 16, 2021,
corresponding to the flight arrival of the former Mayoral officenolder. The hotel receipt
reflected that the former Mayoral officeholder’s family member was the hotel Guest. The
former Mayoral officeholder’s name was not on the hotel receipt as a Guest.



The hotel receipt showed the total balance due was split between two cards that were
charged for payment; one of those cards was the City’s credit card of the former Mayoral
officeholder ending in #73. The hotel “Package” was for a Junior Suite package, not a
standard room package, to accommodate for a sofa bed. The hotel receipt showed a
“Package Overage” charged to the room for food, and the receipt for food showed “2 Cover
Charge.”



The Finance Department staff had difficulty obtaining the receipts from the Executive
Office for this New York City trip. On November 2, 2021, the Finance Department
requested receipts from the Executive Office staff and the former Mayoral officeholder.
There were receipts that remained outstanding for the New York trip charges from airlines,
booking agency, and hotel. As of December 6, 2021, nearly a month after the Finance
Department had initially requested the receipts with multiple follow-up emails, the Finance
Department staff sent a high importance flagged email stating they still needed the receipts.



The Executive Office staff appeared unable to provide receipts for the New York trip. The
City obtained the hotel receipt directly from the hotel and not from the formal Mayoral
officeholder after repeated requests. There were still other receipts outstanding from the
New York trip. This matter was not resolved before the former Mayoral officeholder left
office in the 2022 New Year. There were two follow-up emails sent in January and
February 2022 from the Finance Department to the former Mayoral officeholder’s personal
email address requesting the outstanding receipts. The Finance Department had been
attempting to obtain receipts for the New York trip for at least four months from the former
Mayoral officeholder and Executive Office.



On February 23, 2022, almost five months after the purchases were made, the Finance
Department staff sent an escalated email to the Finance Director. The Finance Department
staff told the Finance Director that “expenditures for the Mayor’s travel on [airline] and
[airline] through [booking agency] which | do not know the purpose of this travel and |
have not received the receipt’s” (sic)... “Please advise on how you would like to proceed”.
A response was not located in the email system from the Finance Director.

The former Mayoral officeholder responded to an email chain on January 6, 2022,
regarding the City’s inability to publish the AP Check Register on the City website due to
the missing documentation for the charges. The former Mayoral officeholder said they
had been “packing up my office last week... they might have gotten mistakenly packed up
and I can retrieve them for you.” The Finance Department staff replied saying “the reason
| sent the emails was because | did not have copies | sent to you for approval to the
website. If you can find them and return them to City Hall that would be great”. The AP
Check Register for week the ending November 26, 2021, was never posted to the City’s
website as receipts were never provided.

This instance appeared to deprive the public of information, as the City Finance
Department was “missing the check register for the week ending 11-26-21 since that
included the [credit] card receipts that | have not yet received. When | received the receipts
| will complete that week’s check register for website posting.”
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Example 2

The former Mayoral officeholder was registered for a conference that took place on June
28, 2019 to July 1, 2019 in Honolulu, Hawaii. The actual registration for the conference
was paid on February 28, 2019, which was four months before the start of the four day
conference.

The credit card statement showed the flight reservation was for the former Mayoral
officeholder to travel through Los Angeles (LAX) on a layover each way to and from
Honolulu. It was identified that a family member of the former Mayoral officeholder
resided in Los Angeles. The Hawaiian hotel receipt showed that there were two guests
registered at the hotel, and the conference registration reflected the room had two queen
beds. The planned checkout date from Honolulu was July 5, 2019 on the conference
confirmation and acknowledgement emails. This indicated the initial travel plan was for
three additional nights in Honolulu following the end of the conference, which ended July
1, 20109.
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The travel plan changed on June 26, 2019, right before the start of the trip. This was also
only one day before the flight departure on June 27, 2019. The modified itinerary was
structured to allow the former Mayoral officeholder a four night layover in Los Angeles
instead of staying in Hawaii after the conference. The conference confirmation and
acknowledgement emails showed checkout was originally supposed to happen on July 5,
2019, the hotel receipt and flight departure from Honolulu happened on July 2, 2019. The
changes of airfare purchases immediately before departure reflected careless planning as it
appeared for personal related reasons and was not an emergency for the City.



The four nights when the former Mayoral officeholder stayed in Los Angeles were mostly
workdays, Tuesday through Saturday. On July 1, 2019, the Executive Office staff overnight
shipped what appeared to be “requested documents”, which was paperwork and a DVD, to
Los Angeles for the former Mayoral officeholder. The shipment was mailed to the former
Mayoral officeholder to the address of the family member who resided in Los Angeles.
This shipment appeared to demonstrate incurring of unnecessary expenses to the City as a
result of an extended layover that seemed to be for personal reasons. The financial impact
to the City was $4,094.38, excluding the conference attendee registration fee.



Example 3

The former Mayoral officeholder attended a training conference that took place in Los
Angeles from Wednesday, December 10, 2019 through Friday, December 13, 20109.
Coordination of the former Mayoral officeholder’s travel to the event was done through
the Executive Office staff and an organization that was hosting the conference.

When the flight itinerary was being planned on November 19, 2019, the Executive Office
staff indicated that the former Mayoral officeholder wanted to depart Los Angeles on
Saturday, December 14" go to New York over the weekend, and then depart New York to
Detroit on Monday, December 16™. The Executive staff told the organization hosting the
conference that “whatever the price difference is between the ticket we will pay.”
Additionally, the Executive Office staff indicated the former Mayoral officeholder wanted
to extend their stay in Los Angeles one extra day after the conference at the hotel. The



Executive Office told the organization that “please advise of the additional fee as we will
cover the difference”. As instructed, the organization updated flights and extended the
hotel stay. The email demonstrated a willingness to incur unnecessary expenses that did
not have a documented City business reason for the extra day in Los Angeles and the

weekend stay in New York. The financial impact to the City was $607.25 in extra expenses
related to modifications to existing travel.
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Records of a public office were carried away and removed from City premises

Public records created by or received in the Mayor’s Office in the performance of official
functions were deliberately carried away and removed on December 31, 2021, which
appeared to be a violation of the law. The carrying away and removal of public
records was a seriously improper practice contrary to responsibilities of public
bodies (City) to keep public records and make them available for inspection under the
Michigan Freedom of Information Act 442.

On Friday, December 31, 2021, the Sheriff’'s Office responded to
“suspicious circumstances” at City Hall. Case report #210272924 reflected a moving
truck had been loaded with 30-35 banker boxes containing files that were labeled as
“Mayor Files,” which came from the former Mayor’s Office.

There was photographic evidence of the loaded moving truck containing the Mayor’s
Office files in boxes on December 31, 2021. The photo reflected the quantity of banker
style boxes in the back of the truck was consistent with the Sheriff’s Office case report.
The photo of the boxes in the “U-Haul” truck was retrieved from social media. The mobile
phone photo and text message were provided by a citizen.
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The Sheriff’s case report indicated the Mayor’s Office was difficult to clean out because
the former officeholder “saves everything.” There was photographic evidence the former
Mayor’s Office was disorganized before it was cleaned on December 31, 2021. The photos
of the Executive Office revealed paperwork, records, files, folders, and boxes that had been
amassed and was cleaned out of the Mayor’s Office, carried away, and removed from City
Hall. These photos were provided by a City employee.
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The existence of paperwork, records, files, folders, and boxes in the former Mayor’s Office
appeared to be the result of printing the City’s business in performance of official duties
and functions. The printing, usage, and reliance on paper-based files and records in the
former Mayoral Office was repeatedly observed in City email correspondence. These
emails about printing City business demonstrate that there were paper-based public records
in the Mayor’s Office that were deliberately carried away on December 31, 2021.
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Electronic communications used for not permissible purposes

In the months leading up to the 2017 election there was evidence that the City’s email
system was used for communication about election campaign advertising and fundraising
activities. Those instances identified were within the Mayor’s Office and occurred on the
City’s workdays and daytime hours.

It seemed seriously improper that the City’s official public email system was repeatedly
used by the City’s former Mayoral officeholder and Executive Aide for campaigning
activities and reelection advertising purposes. The evidence appeared problematic with
campaign finance laws that disallowed public officials from expending public resources.
City personnel and publicly funded official emails (domain @pontiac.mi.us) were public
resources misused for campaigning purposes that expressly advocated to vote for and elect
a certain candidate (former Mayoral officeholder).

The emails also appeared problematic with potential violations of laws where public
employees were not permitted to engage in political activities on behalf of a candidate in
connection to elections during the hours when that person is being compensated for
the performance of that person’s duties as a public employee.

Example A.

On July 5, 2017, there were two emails about a “flyer/invite” to “send to donors” that were
exchanged between Firm 3 staff (Vendor #10004155) and the Foundation (Vendor
#10000037). Four days later, on July 9, 2017, the email chain was forwarded to a
private email of the former Mayoral officeholder running for reelection. Then on
Tuesday, July 11, 2017, the former Mayoral officeholder forwarded the email chain about
the “fundraiser invitation” flyer to the Executive Aide official email address
@pontiac.mi.us. In this email the former Mayoral officeholder instructed the Executive
Aide to “print... 25 letters on campaign letter head”. The Executive Aide who ultimately
received the email to print the flyer was also a campaign staff member for the
officeholder’s reelection.

Firm 3’s involvement in the former Mayoral officeholder reelection occurred while
there was advisory services for an unauthorized contract of $13,800 a month. From

July to



September 2017, there were four campaign donations towards the former Mayoral
officeholder’s reelection; two donations of $1,000 each paid for by Firm 3’s owner and
their immediate family member, and two donations of $250 each from Firm 3 staff. This
gave the perception that the former Mayoral officeholder may have procured some benefit
for themselves (their campaign) during the same timeframe when unauthorized City
expenditures for advisory services were taking place and while there was improper conduct
in the email system. This may be problematic with potential violations of the law as owner
of Firm 3 and associates gave former Mayoral officeholder campaign money, and former
Mayoral officenolder improperly contracted with Firm 3, reference Contracts Example #3
section.
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Example B.

There were several email exchanges that occurred in 2017 that were between the former
Mayoral officeholder, the Executive Aide who was also a campaign staff member, and a
City Vendor #10003740. One of the emails conversed about advertisement “ad options”
edits for the “half page” and “quarter page” flyers regarding the upcoming re-election.
Then another email was about the “kick-off meeting for the campaign to re-elected
mayor”. A third email was about a fundraiser to support the mayor’s re-election
campaign. All emails were with the official Mayoral officeholder’s email address.

@pontiac.mi.us.
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Example C.

On October 27, 2017, there was an originating email from the Executive Aide’s
official email @pontiac.mi.us to the former Mayoral officeholder who was a candidate
running for re-election. Attached to that email was an election campaign flyer titled
“Mayor.pdf”, which was a fundraising promotion for financial amounts of
“$1,000 Sponsor”, “$500.00 Host”, and “$250.00 Supporter.” It seemed inappropriate
for the campaign fundraiser flyer to be commingled with City business.



Example D.

On April 12, 2017, the former Mayoral officeholder retained services of an attorney
(Vendor #1652) firm who had previously donated to their campaign in 2013 for $500. The
former Mayoral officeholder agreed to pay the attorney $10,000. The services were to
negotiate a tax abatement deal with a business in Pontiac (Project B in chart).

Then on November 4, 2018, the business that received tax abatement sent an email to the
former Mayoral officeholder with a subject line that stated “campaign donation.” In the
body of the email, the business asked for more details on where to mail the campaign
donation and how the “check should be made out,” such as to the “Mayor 2020 Campaign
Fund.” The attorney who negotiated the tax abatement donated to the campaign again in
2021 for $1,000. There was an appearance of impropriety between the former Mayoral
officeholder, contractor, and Project B associates. There were campaign donations before
and after an MOU for services where the City paid $172,000 to the contractor, and
approximately $19,000 in annual tax abatement. This may be problematic with violations
of the law.
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Recommendations

Recommendations are provided to improve internal and management controls, and
financial practices to safeguard public funds, and for possible recourse/recovery. The City,
on its own accord and discretion, can choose to prepare responses to the recommendations
and/or carry out the recommendations that the City determines to be worthwhile
improvements. Recommendations are suggestions (not compulsory) to the City and are
for consultative purposes. It is suggested the City review each of the recommendations,
and track the City’s decision about whether or not each the recommendations should be
enacted:

e When a decision is to enact a recommendation, the City is encouraged to document
in detail the planned response activities through completion.

e When a decision is not enact a recommendation, it is suggested the City document
and memorialize the rationale to not implement.

e When adecision is to adjust a recommendation, the City should ensure modifications
achieve a desired outcome for success and document the modification and reason for
the customizations.

The City may deem certain recommendations as more of a priority, and is suggested the
City keep track of the prioritization and progress of implementation. After implementation,
it is suggested the City monitor the improvement to ensure desired results are being
achieved.



City Council may hold hearings regarding the deliberate removal and carrying away of public records
from the Executive Office on December 31, 2021. Use investigative and subpoena powers to require the
former Mayoral officeholder to return the papers, records, files and information removed from City Hall.
Obtain official testimony from the individuals who were witnesses and identify any potential suspect(s)
that may have violated laws such as MCL 750.491.:

e Individuals suggested to appear for hearings include at least:

0 Employee IDs #114190, #114373, #114397, #114177, #114294, #114293, #114142, #114144
0 Temporary staff individual through Vendor #10001123 corresponding to Purchase Order #22-

01976
o0 Sheriff’s Officers on Case Report #210272924 dated 12/31/2021 at 18:47 who responded to

location 47450 Woodward Ave about Suspicious Circumstances
e Have a law enforcement officer briefed on the matter present during recovery of records to —

0 Witness and inspect the return of records

0 Write a case report that describes the papers, files, records, and boxes recovered and determine
if documents appeared to be City business information (public or confidential City documents)

o Determine if there is sufficient evidence for charges/prosecution of a law violation due to

public records being removed

e Ifrecords are not returned (recovered) through the hearings, consider any further/other action that
is allowable in the court system to compel the recovery of the City’s apparent public information



City may confer with legal counsel regarding the findings exampled in this report to identify if there is
sufficient evidence to justify an official investigation, law enforcement investigation, referral to another
public agency with authority, or potential prosecution about possible violations of laws. Consider recourse
that is possible through the court system.

Potential law violations may include (but is not limited to) the criminal/civil laws identified below that are
listed in no particular order:



161|Page



162|Page



Identify which officials/employees had surety/fidelity bonds and review the bond coverage and terms.
Evaluate whether the evidence detailed in this report may qualify for the City to claim bond money to
recover from financial impacts. When reviewing, determine if bond coverage is adequate going forward.
Consider if the City is requiring enough coverage from individuals in critical positions in charge of the
purchasing, contract, and financial processes and controls.

Consider if there were other insurance coverage policies that would allow the City to recover from
financial impact losses. Determine if insurance coverage pertaining to fidelity, negligence, and other
dereliction of duties are adequate going forward or if additional coverage is needed.



A City official or employee should follow-up with the Sheriff’s Office regarding the ongoing investigation
into the referral from the City Attorney on January 7, 2022. The City should liaise with the Sheriff’s
Office throughout the investigation, until an outcome is identified.

During the forensic audit, an email was sent to the Captain for information on June 16, 2022, and
discussions were had with a Lieutenant and a Sergeant regarding the investigation on June 17 and June 28,
2022; however, the Sheriff’s Office would not share details about the investigation and indicated it was
still “ongoing”.

The City may prepare, deliver, and publish a formal statement of disapproval to condemn (Censure)
suspected individual(s) who contributed to and/or perpetrated potential violations of law, non-compliance
with governing documents, non-adherence with standard practices, negative financial impacts, dereliction
of duties, abuses of public trust and power, and other offenses related to misconduct.

If the City does not have a Censure policy, establish a process for the explanation and use of censure,
including situations where a declaration of disapproval or harsh criticism would be appropriate, and who
may initiate and vote for censure. Align policy with the City’s code of conduct, ethical and anti-
corruption policies, oaths and obligations of duties.

Example of a Censure policy at another City: https://www.ci.manteca.ca.us/Mayor-
Council/Council%20Policies/C-8%20Censure%20Policy.pdf


https://www.ci.manteca.ca.us/Mayor-Council/Council%20Policies/C-8%20Censure%20Policy.pdf
https://www.ci.manteca.ca.us/Mayor-Council/Council%20Policies/C-8%20Censure%20Policy.pdf

Centralize the locations for retention of all contracts/agreements/memorandums of understanding
(“contracts™) for all City departments and offices. All contracts should be on file with at minimum the
Finance Department and the City Clerk’s Office.

Scan all contracts in their entirety in Laserfiche. Establish a quality control check on scans to ensure
documents are viewable with no scanning/computer formatting errors.

Contract records should match between 1) What is recorded in the Clerk’s office, 2) On file in the
Finance Department, and 3) What is scanned to Laserfiche. There should be a continuous/iterative
quality control check to ensure all contracts are properly recorded, filed, and scanned.

In order for contracts to be considered valid for payment, the contacts must be duly executed (signed by
Executive Officer and authorized by City Council when required) or else the vendor invoices should be
rejected, and resubmitted when there is a valid contract (exception for emergency where allowable).

Require minimum standard legal language and stipulations that must be included in all contracts the City
executes, regardless of amount. Examples:

e Requirements for all vendor invoices to be reasonably itemized and detailed to be accepted by
accounts payable for processing (otherwise invoice will be rejected)

e Transferability of contract if the contractor’s business changes ownership, management, or key
personnel, including recourse if the City does not wish to continue the services/goods under the
new ownership/management/key personnel

e Disclosure and criteria for disqualification of contractors (and sub-contractors), including when
there are conflicts of interest, and define what constitutes a conflict or disqualification

e Anti-corruption statement/clause, and define what constitutes corruption

e Requirement to cooperate with a City approved audit, investigation, and/or inquisition

e Expressly indicated what actions by a contractor would be prohibited/unacceptable performance
that would lead to termination of the contract and indicate recourse options by the City (including
claw-back/refunding the City):

o Example of claw-back: Tax Abatement not meeting expectations/promises/projections
o Example of a refund: City invoices the vendor for the amount due back to the City

e Company/individual contracted must be in good standing (not delinquent) on taxes owed to the

City (property and income taxes)

Create a policy or approve an ordinance requiring a disciplined contractual management process that is
iterative and calendar oriented. The contract management process should be designed to:

e Ensure contracts are retained properly

e Establish City internal deadlines for decision-making of all contracts expiring in the upcoming
fiscal year

e Avoid emergencies of publicly provided services

e Prevent default of contracts

e Allocate reasonable time for bidding, purchasing, and contract negotiation
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e Mandatory reporting of contract price/cost overruns, contractual provision violations, major
changes to services/goods and management/ownership, and insourcing/outsourcing

e Establish contingency plan(s) for situations such as —
o Contracts ending before new services/goods/other essential public needs are acquired
o Vendor closes, quits, refuses, or ceases to perform services or to supply goods

Publish all contracts, agreements, memorandums of understanding, and grants awarded and disbursed
(former and current versions) to the City website and for all dollar amounts awarded (including paid-for,
free, gratuitous, in-kind).

Publish annual reports by Vendor (Vendor Ledger by fiscal year) to the City website that contains all
contractors paid at least $10,000 during the fiscal year. Report details should include: Vendor Name,
total amount paid, date of payment, financial system general-ledger fund and line number, and
description/details of invoice/services.

Require that City Council approve and/or three City officers approve contracts that have complex
financial pricing and/or when contracts have a variable dollar amount. Examples include profit, revenue,
or cost sharing agreements. For contracts with unique or complex terms, create a written procedure or
process document that will ensure compliance and oversight with contract provisions. Ensure contract
terms indicate required reporting cadences, when and how to remediate situations where financial
amounts are in dispute, and consequences for violations of term pricing.

Require that all contracts executed have 1) Date contract is effective, 2) Date when each signature is
affixed to the contract for execution, 3) All signatures on contracts in excess of $10,000 a fiscal year be
witnessed and stamped by a notary public.

Establish written service level agreements (SLAS) between sub-committees, committees, commissions,
and other public advisory groups for when they make and/or receive formal recommendations to and/or
from the City’s Executive Office and/or City Council.

SLAs should have a minimum and/or maximum duration of time (timeline), and include processes to
escalate, handling permissible exceptions to timelines, and consequences for not performing duties
timely.

Example: City Council authorizes a contract in a Resolution, and the Executive Office must duly execute
the contract within a 15-calendar day duration. If not executed by the 15™ calendar day, the Resolution is
null and voided for the City Council to reauthorize.

Example: Planning Commission recommends a matter for the City Council to consider, and the City
Council must hear and/or act on the matter within 1 month.



Require that invoices received by Accounts Payable must meet required minimum standards or else the
invoice is rejected before check proof run, and payment will not be generated. Invoices are suggested to
contain at minimum the following details:

Dates: Invoice Date, Work Services Date Range, Good Delivery Dates

Dollar amount(s) in U.S. Dollars

Company/Individual name, must match:
0 The exact name on IRS Form W-9 on file at the City
0 The exact name of the company/individual on the contract, agreement, MOU, grant

Company/Individual physical address (and mailing address)

Company telephone number

Company email

Unique invoice number (no duplicate invoice numbers)

Itemization that includes a breakdown of work performed/goods provided/ during invoiced dates.

Supporting documentation can include:

0 Sub-total dollar amount details, if there are varying rates of services/cost of units, taxes, and
expenses

o Description of unit/time metrics, performance statistics, summary, pictures, report, or other
supporting information to justify services provided/good supplied

Company/individual: Must be licensed and permitted (when required by contract or laws)

All invoices should be officially date/time stamped (electronically or physically) by the Finance

Department when received
o Invoices must have been received before a reasonably established cut-off time before the AP

process is commenced
0 Expedited payment of invoices must have a justifiable written reason that is approved by
three City officers
Other exceptions to the Invoice Policy should be documented and approved by three City
officers before the invoice is accepted for payment
AP, Controller, Deputy Finance Director, and Finance Director each have the unilateral authority
to reject invoices they deem to be in violation of Policy (recourse to an invoice being rejected
would be “exception process” or the Invoice being resubmitted with corrections that comply with
Invoice Policy)
Corresponding purchase order cannot have been unilaterally approved by the person who entered
the purchase order/change order

Implement controls to manage travel expenses to ensure legitimacy for travel needed to conduct City
business or to obtain training. Require that travel expenses are substantiated with a summary of why
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expenses were justified and how the travel benefited the City. Examples include:

Conference materials of what was learned/covered be provided to the Finance Department
Criteria for decision-making of the most cost-effective method of attendance
0 Virtual attendance (when this should be chosen)



0 Reimbursable mileage by vehicle (instead of air travel or virtual)

o Airtravel (instead of vehicle mileage or virtual)
Supporting documentation for mileage reimbursements, to/from locations, and route driven
Reason for non-emergency modifications for travel (and no-show fees/costs)
Reason for travel not directly to/from the City (including extended layovers)
Reason for not traveling to/from the day before or after end of the event (including extended stays)
Written explanation for the need of reasonable accommodation to incur expenses above the most
reasonable cost option, such as upgrade seating on airplane, baggage, transportation and lodging
services
Meals and incidentals (M&lI) for travel should follow GSA approved rates, and not be
individually reimbursable items
Lodging rates should follow GSA approved rates
Written disclosure whether there was a companion traveler and statement about their reason for
their attendance
Disallow City spending on travel for pleasure and define disallowable cost examples, such as
entertainment and leisurely activities

Establish a process for quarterly communications from the Executive Office and/or Finance Department
to City Council about discretionary spending and management of financials, specifically for topics that
were not otherwise covered in City Council meetings during the quarter. The supplementary
discretionary spending and management of financials report is suggested to:

Be an Executive Office communication provided in a “Communication from the Mayor” to City
Council and/or the Finance Department prepare a report/presentation for City Council meeting
packet materials

Include explanation of discretionary spending and/or money movements that the Executive Office
deemed to be executed within their authority of daily operations and spending limits. The purpose
of the communication is for transparency purposes only. Examples are:

o0 Include services/products purchased, vendor/contractor name, and reason for the purchase,
amount spent, and fiscal year-to-date amounts paid

o0 Include amounts of money repurposed from budget line-items to other budget line-items to
pay for services/products (including within the general fund, and within the same other funds)
and an explanation for why that shifting was allowable and proper

0 Upcoming potential projects, improvements, opportunities, or challenges that the Executive
Office/Finance Department are financially preparing for and/or is aware of that may
reasonably occur within two-fiscal years and that will impact financial revenue/expenses of
$500,000 or more in a fiscal year

Proper Administration staffing and filling of critical financial functions/processes are recommended to
prevent the likelihood of control breakdowns to ensure safekeeping of public funds. The following
roles/positions were demonstrated to be the most critical to ensure financial controls at the City are



reliable, functional, and effective. It is suggested that when there is a vacancy a person be placed in an
acting/interim capacity, and that when there is an interim acting individual their tenure be short-term
temporary under 1 year. Some of these positions may be outsourced when 1) allowed, 2) within risk
tolerability, and 3) financially prudent. Critical positions/roles for purchasing, contracting, and financial
controls are:

e Mayor
e Deputy Mayor
e Finance Director

Deputy Finance Director
Treasurer

Deputy Treasurer
Controller

e Accounts Receivable

e Accounts Payable

o City Attorney

e Purchasing Officer

e Internal Auditor

e Department Heads

Individual who authorized the expense should not be the sole approver of the expense. An example is
that credit cardholders must not approve their own credit card expenses.

The Finance Department should have online bank access to credit card spending and be able to download
bank statements/transactions as needed.

Reconciliation activities must be performed by a different person than who entered the transactions into
the financial system.

Utilize a stenographer to transcribe public meetings (word for word) to capture the dialogue of meeting
participants.

e The transcript should not replace the official meeting minutes that are kept by the City Clerk, but
are meant to assist the public in understanding the official record.

e Publish all transcripts in a designated area on the City’s website and/or the City Clerk’s website,
make the webpage location obvious and easy to locate.

e Suggested that stenographer/transcription services are allocated to the City Clerk’s budget as they
are the official record keeper.

Establish a fraud, waste, and abuse hotline/tip-line for the public to report concerns for the City and a
process for the City to handle public concerns:

e A telephone number that goes directly to a voicemail box

e A ssection on the City website where people can send a communication in writing (with ability to
attach files)

e Allow for people reporting to remain anonymous



Publish posters on public property and details in City communications to implement this process
Draft an official policy for how the concerns/allegations are handled in a consistent and fair
manner

Can be outsourced or managed by independent auditor/lawyer

10 City security video footage be retained for no less than 1 year.

Enhance purchasing, contract and financial policies and controls. Policy improvements suggested:

Expressly prohibit evading and willful non-compliance with all legal and enforceable City

Council ordinances/resolutions, and City established purchasing, contracting, and financial

policies:

0 Reinforce that the Mayor’s recourse is their veto of an ordinances/resolutions they do not
agree with 3.112 (f) and any other legally allowable recourse options

Disallow total expenses being structured into contracts and purchases less than the spending
limits.

Expressly define “professional service contracts” (2-521) Professional Service Contracts, as it is
subject to interpretation.

Expressly define 2-521(a) legal and accounting service exception, such as to be applicable only
with licensed firms that practice law and public accounting; the present exception language “legal
and accounting services” is subject to interpretation.

Establish discretionary purchase limits specifically for outsourcing City services, operations,
and/or employees to individuals, businesses, groups, organizations, foundations, and nonprofits.

Determine when it is allowable for the City to accept donations and gratuitous services/goods and
require a contract for those situations; contracts for donations and gratuitous should have an anti-
corruption clause.

Determine when it is allowable for the City to accept “in-kind” services/goods/financial
support/grants/assets/securities or other item of value that is tangible or intangible, and require a
contract for those situations.

Determine when it is allowable for City elected officials, officers, management, and employees to
enter into agreements, to accept or be placed into partnerships, sponsorships, commissionerships,
conservatorships, or to make recommendations that may be perceived as a testimonial from the
City and/or other public body part of the City’s business. Examples include when it is permissible
for those with the City to:

Host/speak at events and conferences

Participate in sponsorships, donations, gratuities, grants, and other awards

Conservatorships of land or real estate

Professional reference for a contractor who did/does business with the City

A person to hold multiple positions on public bodies and agencies

A person to own, work for, or have a personal interest in personal companies doing business
with the City

O O0OO0OO0OO0Oo



e Expressly detail consequences for violations, such as personal financial liability for negligence
and/or malfeasance.

e Define dereliction of duty, including instances that may be deemed to be dereliction, and
consequences.

Establish a zero tolerance policy for intentional circumvention and violation of policies, procedures, and
provisions pertaining to purchasing, contracting, financial, and ethical/integrity. Expressly detail
consequences for violations including, examples:

e Required training (to correct a violation due to a genuine error that was not intentional)
e Written reprimand
e Termination
e Requirement to refund the City for financial losses resulting from negligence/malfeasance —
o City should invoice the individual for the amount due back to the City and pursue
collection efforts
e Public notice/disclosure (such as press release) about the incident, perpetrator, and City actions to
recover and correct going forward
e Referral to law enforcement and/or other investigation, audit, or inquisition as needed

Create a reasonable “exception process” where allowable; so that when an exception may be warranted,
there is a process for that exception to be handled transparently, properly, and in a clearly predefined and
consistent manner. Have a consistent tracking method for exceptions and centralized retention of the
supporting documentation regarding the exception. Example of a possible exceptions processes:

e Retroactive contract execution after work services were performed by a reputable/licensed
company/person, and was retroactive due to a real or perceived emergency or other legitimate
justifiable reason that is documented

e When an ordinance/resolution is passed by City Council and the Mayor is advised by the City
Attorney that the ordinance/resolution is illegal or unenforceable

e When City Council and/or City Clerk is advised by the City Attorney that purchases, contracts,
financial transactions, and/or conduct by the Executive Office are illegal and/or negligent

All policies and procedures (former and current versions) be compiled and retained in: 1) The City’s
computerized shared drive, 2) A designated area on the City website, 3) City Clerk’s Office, and 4) a
printed book in every Department, openly available to review by anyone.

Annual review and acknowledgment of policies and procedures specifically pertaining to the person’s
role at the City: City elected officials, City Directors and Leadership, City employees, and City
contractors. Collect and retain signed acknowledgements the individual understands and will comply.

Require individuals on the City’s payroll to have direct deposit and/or payroll cards, and cease issuing
City paper-based payroll checks [consider MCL 408.476(4)(et al.): Wages; payment methods; deposit of
employee’s wages in bank; employees required to receive wages through direct deposit or payroll cards]



Enclosure

The City will receive one electronic file of this report.
Specific evidence can be provided to the City upon request.

Marsh Minick may subsequently provide the City with an addendum or amendment for this report when
Marsh Minick determines it is necessary and at Marsh Minick’s sole discretion.

Thank you,

Brandi Marsh, MS, CAMS, CFE, CFCI

Melissa Frick Minick, MS, CFE, CFCI

Marsh Minick, P.C.

Phone: 971-266-1846

Address: 17548 NW Springville Rd. #F17, Portland, OR 97229
Email: Info@MarshMinick.com

Website: www.MarshMinick.com

Disclaimer

Marsh Minick, P.C. is a Financial Crime Consultancy. The findings, analysis or recommendations offered in any report or
communication are consultative and instructive only. Marsh Minick, P.C. does not and cannot provide legal advice or legal
interpretation of the law or enforcement of laws. Marsh Minick, P.C. is not licensed or registered as a public accounting firm
and does not issue opinions on financial statements nor offer attestation services. Marsh Minick does not assume any
responsibility or liability for losses occasioned to one or others as a result of this report. This report, accompaniments, evidence
and work papers may not be subject to full public disclosure.
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