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Introduction 

The Chambers County Auditor’s Office has completed an internal audit of the use of the Hotel 
Occupancy Tax granted to the Trevor Lee Chesson Memorial Marsh Fest, a 501(c)(3) for their 
2022 event. This audit covered the period March 2022 through June 2022.  

The overall objective of this audit was:  

To ensure compliance with the Texas Tax Code, the Hotel Occupancy Tax (HOT) Fund 
Grant Application and Funding Agreement between Chambers County and the applicant, 
Marsh Fest.  

Chapter 352 of the Texas Tax Code authorizes certain counties within the state of Texas to 
impose a hotel occupancy tax. Section 352.002(a)(6) identifies “a county that borders the Gulf of 
Mexico” as an authorized county to implement this tax. Texas Tax Code Section 352.1033(b) 
“Use of Revenue; Counties Bordering The Gulf Of Mexico” states, “a county that borders the 
Gulf of Mexico and that is authorized to impose the tax by Section 352.002(a)(6) may use 50 
percent or less of the revenue from the tax for the promotion of tourism.”  

Chambers County provides the opportunity for organizations and events to apply for a portion of 
these funds. To be eligible for the HOT funds, the organization or event must be likely to attract 
visitors from outside Chambers County or its vicinity and must have some impact on convention 
and/or hotel activity.  

Chambers County has implemented a HOT Fund Grant Application and a HOT Fund Contract 
which outlines the applicant’s requirements and responsibilities for the use of these funds.  

The scope of this audit consisted of financial records and administrative procedures related to the 
grant funds. This included, but was not limited to: the books, accounts, reports and records of 
Marsh Fest.  

Findings and Recommendations  

1. Compliance 

Grant Application 

The Chambers County Department of Economic Development handles all HOT fund grant 
applications. Marsh Fest submitted their application for their 2022 event on January 13, 2022, 
requesting $25,000 in HOT funds.  

CHAMBERS COUNTY AUDITOR 
            
Aaron Thomas P.O. Box 910 Anahuac, Texas 77514 (409) 267-2405 
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Finding 1: Marsh Fest failed to submit their application for their 2022 event in a timely manner, 
resulting in their receipt of grant funds a week before the event occurred. The Chambers County 
Department of Economic Development has since required all organizations and events to submit 
their HOT fund application in advance, by June 1st, for Commissioner’s Court approval and to 
establish the budget for the upcoming fiscal year. 

Commingling of Funds 

As stated in the Funding Agreement under Article IV, section 4.2, Separate Accounts, “Agency 
shall maintain Hotel Tax Revenue paid to Agency by County in a separate account and may not 
commingle such revenue with any other money.”  

Finding 2: The Marsh Fest deposited the County HOT funds into their normal operating 
account, which commingled the County’s funds and other monies. This is in violation of the 
Funding Agreement.  

Recommendation 2:  County HOT funds should always be deposited into a separate bank 
account and never commingled with other monies.  

Reporting 

The HOT Fund Grant Application and the Funding Agreement both address the requirement of 
submitting quarterly reports for the duration of the contract. These reports are to be submitted 
even in quarters in which no financial activity occurred. A post-event report is also required to be 
submitted within 30 days after the completion of the event/project.  

Finding 3: Marsh Fest submitted the reports that were required within the timeframe of this 
audit. However, the information provided on the reports was incorrect and the Marsh Fest could 
not provide accurate records for the amounts reported on the reports.  

Recommendation 3: Reports should continue to be submitted timely but should only be 
submitted with accurate and correct information. Falsifying information on how County HOT 
funds are utilized should have ramifications on future requests.  

2. Reliability of Accurate Information 

Financial Records  
 
In the Funding Agreement, under Article IV, section 4.3, Financial Records, “Agency shall 
maintain a complete and accurate financial record of each expenditure of the Hotel Tax Revenue 
made by Agency.”  
 
Finding 4: The Marsh Fest was unable to provide an accurate list of allowable expenses that the 
HOT funds were used for. As stated above, the quarterly reports were submitted with inaccurate 
information in which the Auditor’s Office could not verify which expenses were paid using HOT 
funds. Expenses with no invoice/service agreement were stated to have been paid with County 
HOT funds.  
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Recommendation 4: All expenses that are paid with County HOT funds should have an invoice 
and/or service agreement which states the services/products purchased and an invoice amount. 
Verbal agreements with no invoice or service agreements are not allowed.  
 
Finding 5: Based on the expenses that were submitted, a total of $18,960 were payments that did 
fall within the allowable categories and have appropriate invoices.  
 
Recommendation 5: Marsh Fest should return the difference of $6,040 in HOT funds. These are 
funds that were not clearly identified as allowable expenses or expenses in which Marsh Fest 
could not provide sufficient documentation. As stated, the funds were commingled so it is 
unclear which invoices were intended to be paid with HOT funds.  
 
Finding 6: Addendum 1 of the HOT Grant Fund Application addresses penalties. The schedule 
addresses various contract and application requirements and corresponding penalties if those 
requirements aren’t met. It also address that the failure to expend funds in accordance to 
statutory categories will result in the reclaiming of funds by the County.  
 
Recommendation 6: The penalties portion of the contract should be updated to include the 
scenario if the applicant reports false or inaccurate information. The penalty for not abiding by 
this requirement should be decided on by Commissioner’s Court. 
 

Conclusion  

The Marsh Fest’s request for HOT funds was intended to be utilized for advertising, solicitation 
and promotion that would directly promote tourism and the hotel and convention industry of 
Chambers County. However, due to the lack of recordkeeping and financial responsibility, 
Marsh Fest improperly managed these funds. Funds were commingled with outside sources, 
reports were submitted with inaccurate information and funds were expensed without proper 
documentation.  

It should be noted, for their 2021 event, the festival requested $15,000 in funds but spent less 
than $2,000. It wasn’t until November 2021 that this was discovered and Marsh Fest was 
required to pay the remainder amount back. Commissioner’s Court then approved the increase of 
$25,000 for their 2022 event.  

Based on the findings of consecutive events and the failure of Marsh Fest to ensure funds were 
spent in accordance to the provisions outlined in the HOT Fund Grant Application and the 
Funding Agreement, Commissioner’s Court is strongly encouraged to review the events future 
funding requests.  

The Auditor’s Office has completed this audit with objectivity and due professional care. As this 
internal audit was not a detailed examination of all transactions, there is a risk that errors or fraud 
were not detected. The official therefore, retains the responsibility for the accuracy and 
completeness of the financial information.  
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