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INTRODUCTION 
 
This report is presented in response to a request from the Eighth Judicial District-South Prosecuting 
Attorney; Senator Jimmy Hickey, Jr.; and Representative Mary P. “Prissy” Hickerson, approved by the 
Executive Committee of the Legislative Joint Auditing Committee, for the Division of Legislative Audit (DLA) 
to review selected financial records of the City of Texarkana, Arkansas (City), concerning the City’s 
involvement in the construction of a hotel/convention center and water park that are owned by a private 
investor, as well as other matters.  
 

OBJECTIVES 
 
Objectives of this review were to determine if: 
 

 City funds were used properly. 

 City expenditures were documented properly and for an authorized purpose. 

 The City Manager followed proper protocols and/or procedures. 

 City contributions to the City Manager’s retirement plan were handled properly. 
 

SCOPE AND METHODOLOGY 
 
This review was conducted primarily for the period October 30, 2009 through September 23, 2013. City 
financial records, including cancelled check images, invoices, construction reports, retirement plan records, 
and various reports prepared by the City, were analyzed. In addition, meeting minutes of the City’s Board of 
Directors and Advertising and Promotion (A&P) Commission, correspondence files, and other relevant 
records were reviewed, and certain City personnel were interviewed.  Pertinent Arkansas laws were also 
examined. 
 

The methodology used in conducting this investigative review was developed uniquely to address the stated 
objectives; therefore, this review was more limited in scope than an audit or attestation engagement 
performed in accordance with Government Auditing Standards issued by the Comptroller General of the 
United States. 
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City of Texarkana, Arkansas 

BACKGROUND 
 

Texarkana is a municipality of the first class 
and serves as the county seat of Miller County. 
The City is located on the Arkansas-Texas 
state line and has a population of approximately 
30,000.  
 

The City operates under the city manager form 
of government and is overseen by a Board of 
Directors (Board), which consists of seven 
elected members: six members from wards and 
the Mayor, who serves as an at-large member. 
The Board is responsible for passing 
ordinances and resolutions, adopting policies 
and budgets, appropriating funds, appointing 
individuals to committees, and hiring the City 
Manager.  
 

The City Manager is responsible for 
implementing the ordinances, resolutions, and 
policies enacted by the Board; appointing 
department heads; and overseeing the City’s 
day-to-day operations.  

 

The City is also financially accountable for the 
A&P Commission, which is governed by seven 
commissioners appointed by the Board. The 
A&P Commission is primarily funded by a city 
tax, commonly known as the “hamburger tax,” 
imposed on gross receipts from hotel/motel and 
restaurant sales. Tax proceeds are to be used 
for advertising and promoting the City.  The tax 
is 3% for hotel/motel sales and 2% for prepared 
food sales. 
 

RESULTS OF REVIEW 
 

The City provided several incentives to a private 
investor, who constructed and owns a hotel/
convention center and a water park in 
Texarkana. Review results concerning the City’s 
involvement in these two construction projects, 
unauthorized actions by the City Manager, and 
other matters are discussed below by topic.  
 

Incentive Agreements Between City and  
Private Investor 

 

Hotel/Convention Center 
 

The Board authorized (Resolution #5645), and 
the City Manager signed, an agreement dated 

October 30, 2009, that provided incentives for a 
private investor to build a hotel/convention 
center. These incentives included the following 
actions by the City: 

 
 Purchasing land for a parking lot and 

constructing the lot, which the City would 
own and maintain. 

 
 Constructing feeder roads, which the City 

would own and maintain, to the hotel/
convention center. 

 
 Erecting signs near the feeder roads to 

provide advertising and directions to the 
hotel/convention center. 

 
 Constructing a drainage basin to control 

water accumulation and runoff near the 
hotel/convention center. 

 
 Installing utility lines (i.e., water, electric, 

cable television, phone, and sewer) to the 
hotel/convention center. 

 
 Installing fire hydrants to serve the hotel/

convention center. 
 
 Constructing public walking trails 

(including landscaping) on hotel/
convention center property. 

 
 Providing furniture, fixtures, and 

equipment for the convention center 
portion of the facility. 

 
The agreement states that the City’s cost for 
these items shall not exceed $6.25 million. DLA 
staff verified that the City’s cost did not exceed 
this amount.  
 
In addition, the City agreed to pay the investor’s 
company $100,000 per year for 15 years from 
A&P funds, which are controlled by the A&P 
Commission. This money is to be used 
exclusively for the convention center portion of 
the facility. The A&P Commission subsequently 
approved, on October 25, 2010, an amendment 
to the agreement increasing the annual 
payment from $100,000 to $150,000.  
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The City also agreed to refund to the 
investor’s company all A&P taxes collected 
and remitted to the City by the hotel/
convention center for the next 15 years. While 
these funds are to be used exclusively for the 
operation and maintenance of the convention 
center portion of the facility, the agreement 
did not contain a clause providing a method to 
monitor the use of these funds. 

 
Although certain incentives appear to benefit 
the convention center portion of the facility 
instead of the hotel, the investor owns the 
entire facility (including the convention 
center). The only property owned by the City 
is the parking lot. 

 
Water Park 

 
The Board authorized (Resolution #5888), 
and the City Manager signed, an agreement 
dated March 19, 2012, that provided 
incentives for a private investor to build a 
water park. These incentives included the 
following actions by the City: 

 
 Paying the investor’s company 

$250,000 per year for 20 years from 
A&P funds, which are controlled by 
the A&P Commission, for mainte-
nance and operation of the water 
park. 

 
 Directing incentive funds saved 

during construction of the convention 
center for the second and third 
phases of water park construction. 
According to the City Manager, no 
incentive funds were saved during 
construction of the convention center. 

 
 Providing a discounted water rate to 

the water park for five years. 
 
 Constructing a drainage basin to 

control water accumulation and runoff 
near the hotel/convention center, 
water park, and adjacent parking lot. 

 

 Purchasing land for, and con-
structing, a parking lot. 

 Refunding to the investor’s company 
all A&P taxes collected and remitted 
to the City by the water park for the 
next 20 years. While these funds are 
to be used exclusively for the 
operation and maintenance, or other 
agreed-upon projects, of the water 
park, the agreement did not contain a 
clause providing a method to monitor 
the use of these funds. 

 
The A&P Commission subsequently 
approved, on June 22, 2012, an amendment 
to the agreement that provided additional 
incentives, including the following actions by 
the City: 

 

 Constructing a fence around the 
water park. 

 

 Absorbing some expenses related to 
furniture, fixtures, equipment, shades, 
and signage. 

 

 Allowing income from parking fees to 
be used for maintenance and 
operation of the water park.  

 
According to the City Manager, this 
amendment had not been implemented as of 
report date. 

 
It should be noted that the investor owns the 
water park. The only property owned by the 
City is the parking lot. 
 
Real Estate Transactions 
 

The hotel/convention center and water park 
construction projects included the following 
real estate transactions: 
 

 In November 2009, the City 
purchased 4.189 acres of land from 
an individual for approximately 
$1.385 million, or $7.59 per square 
foot. The Board authorized this 
purchase (Resolution #5645). The 
investor’s company purchased 4.5 
acres of adjoining land from this 
same individual for $100,000, or 
$0.51 per square foot. 
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 In February 2012, certain lots in the 
area were transferred between the 
City and the investor’s company at no 
apparent cost to either party. The 
Board authorized these transfers 
(Resolution #5869). 

 

 In May 2012, the investor’s company 
purchased 8.945 acres of land from a 
business for $584,545, or $1.50 per 
square foot. Also in May 2012, the 
City Manager and the investor signed 
an agreement in which the City agreed 
to purchase some of this land from the 
investor’s company for $2.95 per 
square foot. In September 2012, the 
City purchased 3.514 acres of this 
land from the investor’s company for 
$535,744, or $3.50 per square foot. 
The Board authorized this purchase 
(Resolution #5927). 

 

 In September 2012, the City conveyed 
a 1-acre lot to the investor’s company 
at no cost for the purposes of drainage 
and placement of a water park 
structure. The Board authorized this 
conveyance (Resolution #5933). 

 
Review of Expenditures 

 
DLA staff reviewed City expenditures for the 
period October 30, 2009 through September 
23, 2013, and noted the improper 
disbursements discussed below.  

 
Inadequate Documentation 
 
Ark. Code Ann. § 14-59-105(f) and accepted 
accounting practices require adequate 
support ing documentat ion for  the 
disbursement of City funds. The City spent 
$8.4 million on the hotel/convention center and 
water park projects, as follows:  
 

 $1.05 million in annual contributions 
paid to the investor’s company from 
the A&P Fund. 

 

 $7.35 million in construction costs 
($2.51 million paid directly to vendors 

and $4.84 million paid to the investor’s 
company). 

 
Many of the payments to the investor’s 
company for construction costs were 
supported by “invoices” that were prepared by 
the investor and appear to support draws on 
promised incentive funds rather than seek 
reimbursement for actual cost incurred.  The 
City Manager acknowledged the investor’s 
requests for funds were incorrectly labeled as 
invoices and should have been labeled as 
draws. However, the incentive agreements 
indicated the City would provide or pay for 
specific goods and services, not provide a 
specific amount of money from which the 
investor could draw funds for construction. 

 
In addition, the City Manager signed an 
agreement that allowed the investor’s 
company to solicit bids and select contractors 
for the construction project. According to the 
City, the contractors selected were not 
instructed to provide invoices that clearly 
identified the costs to be paid by the City. As a 
result, payments of $4.14 million to the 
investor’s company for construction costs were 
not supported by contractor invoices or other 
documentation, as required by state law and 
accepted accounting practices. 
 
Duplicate Reimbursement 

 
The investor's company was reimbursed twice 
for an invoice totaling $44,614. However, the 
investor provided other unreimbursed invoices 
that exceeded the amount of the duplicate 
reimbursement. Therefore, it appears no funds 
are due the City involving these transactions. 
 
Unauthorized Actions by the City Manager 

 
Waived Building Permit Fees 
 
When construction began on the hotel/
convention center, the City Manager waived 
building permit fees totaling $15,136. Of this 
amount, the City would have retained $14,136 
and remitted a $1,000 surcharge to the State. 
Although the City Manager waived the fees, 
the City still had to pay the $1,000 surcharge 
to the State. DLA staff were unable to locate 
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documentation authorizing the City Manager 
to waive building permit fees. 
 
Reduced Water Rates for Water Park 
 

The City Manager entered into a contractual 
agreement with the investor for reduced 
water rates for the water park, in violation of 
Ark. Code Ann. § 14-42-108 and Texarkana 
City Code § 26-33 (2010). 
 

The agreement with the water park owner 
was signed by the City Manager on March 
19, 2012. This agreement, which the Board 
approved (Resolution #5888), provides a 
reduced water rate for five years and offers 
to negotiate a reduced rate thereafter. 
 
Transfer of Funds 

 

The investor submitted two invoices to the 
City totaling $584,500. The City Manager 
requested that $584,500 be transferred from 
the Arkansas Infrastructure Fund, maintained 
by Texarkana Water Utilities, to the General 
Fund, from which the investor’s company 
was paid. 
 
Based on Texarkana Ordinance no. L-275 
(December 18, 2006), funds in the Arkansas 
Infrastructure Fund are to be used for  
“capital needs of the City.” One of the two 
investor’s invoices, totaling $439,500, was 
for furniture, fixtures, and equipment owned 
by the investor’s company and not 
considered a capital expenditure of the City. 
 
In addition, Ark. Code Ann. §  14-47-120 
states, in part, that the City Manager may  
 

approve for payment, out of funds 
previously appropriated for that 
purpose, or disapprove any bills, 
debts, or liabilities asserted as claims 
against the city. However, the board 
shall, by ordinance, establish in that 
connection a maximum amount, and 
the payment or disapproval of each 
bill, debt, or liability exceeding that 
amount shall require the confirmation 
of the board . . . . 

DLA staff were unable to locate 
documentation supporting an appropriation 
or Board approval for either of these 
expenditures totaling $584,500. 
 
Other Issues 
 
Improper Use of A&P Commission Funds 
 
Funds have been transferred from the A&P 
Fund to the General Fund each year since 
2005 to reimburse the General Fund for debt 
service payments on franchise fee secured 
capital improvement bonds. This use of A&P 
funds is not permissible, based on Ark. Code 
Ann. §  26-75-606, as interpreted by the 
Attorney General in Op. Att’y Gen. nos.  
2011-005 and 2013-136.  
 
While the City contends that these funds 
were used for the hotel/convention center 
and water park construction projects instead 
of debt service payments, other 
documentation, including the A&P 
Commission’s budget and a memorandum 
from the City Manager, clearly indicate that 
the intent of these transfers was to reimburse 
the General Fund for debt service payments. 
 
Financial Agreement 
 
According to the City Manager and 
documents dated January 2, 2013, the City 
owed the investor over $1.17 million in 
incentives relating to the convention center 
project.  To finalize funding of the convention 
center and water park incentives, the City 
agreed to pay the investor $670,000, and the 
A&P Commission agreed to pay the 
remaining $500,000 by entering into a 
financial agreement with the investor. The 
agreement terms were to pay $500,000 to 
the investor over a seven-year period at 5% 
interest, with annual payments of $84,800, 
beginning in 2014. This agreement violates 
Ark. Code Ann. § 26-75-606, as interpreted 
by the Attorney General in Op. Att’y Gen. no. 
2008-188. As of report date, no payments 
related to this agreement have been made to 
the investor. 
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Retirement Fund Contributions 
 

The City makes an annual contribution to the 
City Manager’s retirement plan at the  
beginning of each year, before salary is 
actually earned, while contributions to other 
employees’ plans are made at the end of 
each month, after salaries are earned. DLA 
staff question the propriety of the City 
contributing to the City Manager’s  retirement 
plan before salary is earned. 
 

Reduced Water Rates 
 

The City Manager entered into a contractual 
agreement with the University of Arkansas 
Community College at Hope (UACCH) for 
reduced water rates, in violation of Ark. Code 
Ann. § 14-42-108 and Texarkana City Code 
§ 26-33 (2010). 

 

The agreement with UACCH was signed by 
the City Manager on June 6, 2011, without 
the Board’s knowledge or approval. This 
agreement provides free water and sewer 
service for five years and offers to negotiate 
a reduced rate thereafter. After realizing the  
City Manager had entered into this 
agreement, the Board passed Resolution 
#5959 on December 17, 2012, approving the 
temporary water rates. This resolution also 
violates state and city codes. 
 

MANAGEMENT RESPONSE 
 

Management response to the report is 
available in Appendix A on pages A-1 
through A-5. 

SUMMARY 
 
The City provided several incentives to a 
private investor, who constructed and owns a 
hotel/convention center and a water park in 
Texarkana. DLA review revealed 
inadequately documented construction 
expenditures totaling $4.14 million, a 
duplicate reimbursement to the investor of 
$44,614, and noncompliance with various 
state laws, as well as city codes, ordinances, 
policies, and agreements. 
 
Several other unusual transactions 
authorized by the City Manager were noted 
during DLA review. These included the City 
paying significantly more per square foot 
than the investor paid for real estate, the City 
committing to make annual contributions and 
refund all A&P taxes to the hotel and water 
park for several years, the City waiving 
building permit fees, and the City reducing 
water rates for the water park and 
committing to negotiate for reduced rates in 
the future. However, there was no indication 
that the City Manager benefitted personally 
from these transactions, which were 
approved by the Board and/or A&P 
Commission. 
 
Finally, the City contributed to the City 
Manager’s retirement plan at the beginning 
of the year, before salary was earned. 
 
This report has been forwarded to the Eighth 
Judicial District-South Prosecuting Attorney. 



APPENDIX A 
 

Management Responses to Report 
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A-1 

Appendix A 



A-2 

Appendix A (continued) 



A-3 

Appendix A (continued) 



A-4 

Appendix A (continued) 



A-5 

Appendix A (continued) 

Note: Attachments A through G mentioned 
in the management response letter are not 
included in this report.  




