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INVESTIGATIVE REPORT
MISSISSIPPI RIVER CORRIDOR – TENNESSEE, INC.
BACKGROUND
Established in 2007, Mississippi River Corridor –
Tennessee, Inc., (MRCT) was a 501(c)(3)
nonprofit organization located in Memphis,
Tennessee. Its mission was to “identify, conserve
and enhance the region’s natural, cultural and
recreational resources to improve the quality of
life and prosperity in West Tennessee.” MRCT
focused on economic development, land
conservation,
environment
and
wildlife
preservation of the six counties along the
Mississippi River: Shelby, Tipton, Lauderdale,
Dyer, Lake, and Obion.
The concept for a Mississippi River Corridor in
Tennessee began in 2002 as a small grass roots initiative and became a project of the Tennessee
Parks and Greenways Foundation, which also served as the MRCT’s fiscal agent. Original partners
included the Memphis Regional Chamber, the Tennessee Wildlife Resources Agency, the
Community Foundation of Greater Memphis, and the Tennessee Civil War National Heritage Area.
In 2005, Diana Threadgill became MRCT’s Executive Director and President.
MRCT funded its operation through donations and grants from agencies and private entities such
as the Tennessee Department of Transportation (TDOT), State Building Commission (SBC),
Tennessee Department of Environment and Conservation (TDEC), Department of Economic and
Community Development (ECD), United States Department of Agriculture (USDA), Tennessee
Valley Authority (TVA), Walton Family Foundation (WFF), The McKnight Foundation, Bluestem
Communications and others. From March 2011, to March 29, 2017, we were able to document and
review $1,922,832 that MRCT received in federal, state, and private funding.
Money
Origination
Federal
Federal
Federal
Federal
State
State
State
Private

Agency
Tennessee Department of Transportation
Tennessee Department of Environment & Conservation
U.S. Department of Agriculture
Tennessee Valley Authority
Tennessee State Building Commission
Tennessee Department of Environment & Conservation
Tennessee Economic and Community Development
Private Grants
Total
1

Amount Paid
to MRCT
$ 799,228
21,983
28,206
10,855
137,777
57,875
247,772
619,136
$1,922,832
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Grant funding received through TDOT and the federal portion from TDEC originated with the
United States Department of Transportation (USDOT). TVA is a unique government agency that
is structured like a corporation but has the power of the federal government; therefore, those funds
are considered federal. The state agencies listed are funded with state monies.
It should be noted that for the TDOT grants, TDOT reimbursed MRCT 80 percent of the allowable
expenses and the remaining 20 percent was funded by MRCT or another grant. In 2013, MRCT
was awarded a $1,512,000 grant from TDOT to build an interpretive visitor center at Reelfoot Lake.
SBC then provided a matching grant for $372,000, for the Reelfoot Lake project (total project
$1,884,000) and it was to be used by MRCT to meet the remaining 20 percent match for each
allowable expense.
In July 2016, the TDOT Division of Internal Audit notified the Comptroller of the Treasury as well
as the USDOT Office of Inspector General, of deficiencies with grant reimbursements provided to
MRCT by TDOT. At this time, our investigation began and all state funding and grants ceased.
On March 1, 2017, the MRCT Board of Directors voted to dissolve the nonprofit organization.
However, the executive director continued operating the MRCT without the board’s knowledge and
even requested and received additional funding in May 2017.

RESULTS OF INVESTIGATION
FINDING 1: We noted unallowable costs of $1,083,264 that included failure to follow bid
requirements, reimbursements with missing documentation, duplicated
reimbursements, cost reimbursements not allowed, reimbursements with false
documentation, and personal expenses
MRCT submitted 62 reimbursement requests and received payments from state and federal
agencies; however, we determined 57 of those reimbursements included unallowable costs
according to state and federal laws and grant regulations.
According to the grant contracts, items charged to a grant and covered as a reimbursable expense
must be identified to benefit its specific program. A cost or expense charged to one grant cannot
be used as an expense on another grant to gain reimbursement unless otherwise noted. The
expenses must directly meet the objectives of the grant, have already been incurred (and not be for
a future event), and cannot be general administrative costs. Grant reimbursement requests must
include detailed receipts and/or other documentation.
Our investigation noted the MRCT Executive Director submitted all reimbursement requests for
the period under examination. The executive director advised us she was knowledgeable of the
grant process and had attended educational workshops on preparing and accounting for grants. Our
investigation revealed unallowable costs of $1,083,264 that included a failure to follow bid
requirements, missing documentation, duplicated reimbursements, cost reimbursements not
allowed, false documentation, and unallowed personal expenses as follows:
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A. MRCT hired an architectural firm and a contractor with state and federal grant funds but
failed to follow bid requirements on the project resulting in unallowed reimbursements of
$452,197.
1) We noted one of the partners of the architectural firm was also on the MRCT
Advisory Council. In addition, MRCT rented space from the architectural firm. The
same architectural partner also worked to prepare the costs related to the grant
proposal. When MRCT obtained the grant funds to build the interpretive visitor
center at Reelfoot Lake, they hired the same architectural firm who acted as the
project manager without going through a bid process as required by state and
federal requirements. These relationships could be a potential conflict of interest.
2) The architectural firm failed to properly follow the bid process to obtain the
contractor for the construction project at Reelfoot Lake. State and federal
regulations require notices and advertising for a minimum of four weeks to solicit
bids for a construction project.
3) The interpretive visitor center at Reelfoot Lake was a project that originated and
was managed by MRCT. MRCT received funding from TDOT and SBC totaling
$856,685 on this project. TDOT and their consultant later determined the project
had structural issues that rendered the building uninhabitable and not salvageable
except for materials. The building has been dismantled and TDOT has taken
possession of all salvageable materials. [Refer to Exhibit 1.]
Exhibit 1

Construction of the interpretive visitor center at Reelfoot Lake
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Exhibit 1 (continued)

Construction of the interpretive visitor center at Reelfoot Lake
B. We noted $263,730 in payments from reimbursement requests that were missing the
necessary documentation such as time sheets, documented travel, and other related
expenses. According to state and federal grant regulations, salaries and wages to be
included in reimbursement requests must be supported by personnel activity reports
maintained for all staff members (professionals and nonprofessionals) whose
compensation is charged in whole or in part directly to the grant. MRCT management failed
to maintain the personnel activity reports to support reimbursement requests to the grantors.
We noted correspondence between the executive director of MRCT and TDOT where the
executive director acknowledged her understanding of the requirements for requesting the
reimbursement of payroll-related expenses. However, the executive director continued to
submit reimbursement requests for payroll activity without the necessary documentation.
Reimbursement requests made in this manner resulted in MRCT receiving reimbursements
for unallowed salaries. Additionally, without proper documentation, we were unable to
determine the validity of the travel and other related expenses.
C. MRCT submitted reimbursement requests and received payments from grantors for
expenses that MRCT had already received payment for or payment was pending from other
grantor agencies. MRCT is subject to the applicable federal regulations, state regulations
such as FA Policy 3 and Travel Regulations, and grant conditions included in each specific
grant contract. A cost or expense from one grant cannot be used as an expense in another
grant or another reimbursement on the same grant and must be directly related to the
purpose of the grant. We noted $176,196 in duplicate expenses submitted on various grants
to various agencies that those agencies subsequently paid to MRCT.
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Agency
Federal USDA
Federal TVA
Federal TDOT (80%)
Federal TDEC (80%)
SBC (20%)
ECD
TDEC
Total Duplicated

Amount
Duplicated
$ 13,206
2,740
82,463
3,037
15,820
53,930
5,000
$176,196

Included in the duplicate reimbursement requests were costs for payroll of staff at MRCT,
travel and food expenses, consultants, contractors, bookkeeping fees, costs to produce the
Mississippi River Times magazine, marketing costs, cell phones bills, internet, insurance,
and various postage, printing, and supplies. It was noted that MRCT requested and
received $3,129.73 from Strengthening Communities Block Grant, a private grant in the
city of Memphis. However, MRCT then improperly requested and received $3,129.73
from TVA for the same items requested in the Strengthening Communities Block Grant.
[Refer to Exhibits 2 and 3.]
Exhibit 2

ECD Reimbursement #0138-13 of $385 for SORP Conference was duplicated on TDOT
Invoice #0301
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Exhibit 3

MRCT’s April 2015 salaries were submitted on three different reimbursement requests and
paid on all three requests
D. MRCT submitted cost reimbursement requests and received payment from grantors
totaling $149,857 that were not allowed per the grants. These costs were outside the dates
and scope of the grants and included:
1) Salaries;
2) Lunches and dinners; [Refer to Exhibit 4.]
3) Office supplies (paper, printer ink, and flash drives; [Refer to Exhibit 5.]
4) Printing and postage for fundraising activities;
5) Cameras, Computers, Software, and other office equipment; [Refer to Exhibit 6.]
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6) Unrelated in and out-of-state travel expenses to conferences that included fuel,
meals, and hotels;
7) MRCT magazine-related expenses; and
8) Future prepaid expenses.
Exhibit 4

State Travel Regulations exclude meals without overnight travel
Exhibit 5

These office supplies are not allowed per the
TDOT grant guidelines
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Exhibit 6

These items were charged to the TDOT grant and are not allowable charges. The camera was not
at MRCT or with an employee and had to be retrieved from someone to be verified.
E. MRCT received $34,997 of which $30,197 was falsified after submitting four
reimbursement requests that contained false information related to the payment of
reimbursable expenses. Details of the false information are noted as:
1) MRCT submitted reimbursement request #306 dated August 19, 2013, to TDOT that
contained an invoice that was an estimate of total cost instead of the actual bill or actual
costs incurred by MRCT. MRCT claimed to have paid $8,000 and included a check
number as proof of payment, but the actual check was only for $6,000. MRCT received
payment of $6,400 (80 percent of $8,000) for this invoice and should have only
requested and received reimbursement of $4,800 (80 percent of $6,000). [Refer to
Exhibit 7.]
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Exhibit 7

2) MRCT submitted reimbursement request #310 dated October 29, 2013, to TDOT that
contained an invoice for $40,000 that was an estimate of total cost instead of the actual
bill or actual costs incurred by MRCT. MRCT claimed to have paid $40,000 and
included a photo copy of the check written to the vendor as proof of payment, but the
actual check was never paid to the vendor. MRCT received payment of $25,053 for
this invoice, the remainder of the grant funds that were available. [Refer to Exhibit 8.]
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Exhibit 8

Falsified check sent in as proof of payment
3) MRCT submitted reimbursement request #148-13 dated June 29, 2013, to ECD that
contained an invoice that was an estimate of total cost instead of the actual bill or actual
costs incurred by MRCT. MRCT claimed to have paid $1,544 and included a check
number as proof of payment, but the actual check was never paid to the vendor. MRCT
received reimbursement of $1,544 for this invoice.
4) MRCT submitted reimbursement request #148-13 dated June 29, 2013, to ECD that
contained an invoice that was an estimate of total cost instead of the actual bill or actual
costs incurred by MRCT. MRCT claimed to have paid $2,000 and included a check
number as proof of payment, but the actual check was never paid to the vendor. The
vendor stated they wrote the receivable off as “Bad Debt.” MRCT received
reimbursement of $2,000 for this invoice. [Refer to Exhibit 9.]
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Exhibit 9

Expense claimed on reimbursement request to ECD #0148-13 but was not actually paid by MRCT.
Per bank statements, the check was never cashed, and the vendor wrote off amount as a bad debt.
The following table summarizes amounts noted in Section E:

1
2
3
4
Total

Amount
Submitted
$ 8,000
40,000
1,544
2,000

Amount
Received
$ 6,400
25,053
1,544
2,000

Amount
Overpaid
$ 1,600
25,053
1,544
2,000

$51,544

$34,997

$30,197

F. MRCT requested and received reimbursement payments from grantors totaling $11,087
that included personal expenses of the executive director. These costs were outside the date
and scope of the grants and included:
1) Meals and Entertainment (Babalu Tapas, Café Eclectic, Starbucks, The Blue
Monkey, Tony and Joe’s, The Sultana Tour, etc.);

2) Fuel for a personal vehicle; [Refer to Exhibit 10.]
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3) Miscellaneous supplies (baby shower); [Refer to Exhibit 11.]
4) Verizon Wireless ($3,736), including three cell phones (one phone confirmed to be
used by a family member of the executive director); and [Refer to Exhibit 12.]
5) Unrelated grant expenses for in and out-of-state travel (flights and hotels).
Exhibit 10

Various fuel expenses for personal vehicle charged to grants
Exhibit 11

Exhibit 12

Expenses for baby announcements
charged to TDOT grant

Example of Verizon phone expenses charged to grants
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The following table summarizes amounts noted in Finding 1, Sections A-F.

A
B
C
D
E
F

Description
Improper Bidding Reimbursements
Reimbursements with Missing Documentation
Duplicated Reimbursements
Cost Reimbursements not Allowed
Reimbursements with Falsified Documentation
Personal Reimbursements
Total

Amount
$ 452,197
263,730
176,196
149,857
30,197
11,087
$1,083,264

Our investigation determined the executive director directed MRCT personnel on how to account
for all expenditures. She was responsible for dispersing funds, and no other members of the
organization reviewed the documentation to prevent or detect errors to ensure the integrity of the
grant process.
______________________________
FINDING 2: The executive director commingled funds and instructed staff to falsify
accounting records
MRCT held all funds in checking accounts and a money market account. Federal regulations and
grant guidelines require a separate accounting for all grant funds; however, MRCT commingled
operational and grant funds to such an extent that they were unable to identify individual
expenditures to the appropriate grant.
MRCT received a Direct Appropriation Grant (DAG) from ECD in August 2015 for the period of
July 1, 2015, to June 30, 2016. According to the grant agreement, MRCT was required to submit
an accounting of actual expenditures of the funds to ECD within 90 days after the close of the
grant period. However, MRCT submitted the report 18 days late on October 18, 2016, after calls
by ECD requesting the report. We determined the executive director instructed staff to include
TDOT expenditures as expenditures of the ECD grant. MRCT staff used the MRCT accounting
system to move expenditures from the TDOT Reelfoot Lake program to the ECD grant for the
ECD report. Subsequently, the executive director instructed the staff to change the records back
as they were before the ECD report.
____________________________
FINDING 3: The executive director continued operations after the board of directors voted
to dissolve the nonprofit on March 1, 2017, and subsequently charged the
MRCT credit card $9,109 for unauthorized purchases
The executive director continued operations after the board of directors voted to dissolve the
nonprofit on March 1, 2017. On that day, the board authorized the board attorney to notify the
Tennessee Attorney General’s Office of their decision. The Tennessee Attorney General’s Office
received notification of MRCT’s Board of Directors’ decision on March 7, 2017. [Refer to
Exhibit 13.]
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Exhibit 13

The board attorney confirmed the executive director was present at the March 1, 2017, board
meeting when the board voted to dissolve MRCT. When we interviewed the executive director on
May 14, 2018, she advised that she was aware the board had voted to dissolve the MRCT.
Without the knowledge of the board of directors, the executive director continued operating the
MRCT. On March 29, 2017, the executive director emailed a request for funding to the TVA
without board knowledge for the following: [Refer to Exhibit 14.]
Exhibit 14

TVA provided a contribution to MRCT on May 25, 2017, for $4,837.20 in the form of a check,
which was deposited into the MRCT bank account. This transaction of $4,837.20 is also included
in Finding 1, Section D, Cost Reimbursements Not Allowed.
The board attorney advised us on September 26, 2017, that only the executive director was
authorized to use the MRCT credit card, and the only charges should be for the use of storage
facilities and liability insurance. The board attorney then stated he could not think of any other
charges for which the executive director would be authorized to use the MRCT credit card. The
14
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executive director charged 68 items totaling $10,357 to the MRCT credit card from March 8, 2017,
through September 1, 2017. The items charged to the credit card included the following:
Number of
Transactions

Item
Unauthorized personal expenditures
(Babalu Tapas, Evelyn and Olive,
Facebook, etc.)
Unauthorized grant-related expenditures
Unauthorized moving expenditures
Subtotal
Authorized storage expenditures
Subtotal
Total

Amount

58

$3,556

2
1

5,473
80
61

7

$ 9,109
$1,248

7
68

1,248
$10,357

Of the 68 items charged, the executive director charged 61 unauthorized transactions totaling
$9,109. When we informed the board attorney of these charges, he stated “there is no reason [the
executive director] should be using this credit card and making charges.”
When we interviewed the executive director, she stated the only expenses after the board voted to
shut down were for office supplies and moving. When we questioned her about the above-noted
items charged, the executive director stated they were a mistake, and she wanted so desperately
for MRCT to survive so she kept going on as though everything was fine.
______________________________
FINDING 4: MRCT violated its grant contracts by pledging grant proceeds as collateral for
a loan
In April 2016, MRCT entered into a contract with the private nonprofit The Conservation Fund to
obtain a loan of $250,000, which MRCT would use for the construction of the interpretive visitor
center at Reelfoot Lake. MRCT executed the promissory note for the contract on May 9, 2016. At
that time, MRCT pledged as collateral the assignment of proceeds from the $1,512,000 TDOT
federal grant and the $372,000 SBC grant. In violation of the grant contracts, MRCT represented
and warranted to the lender that they had full power and authority to assign the proceeds of the
grants. However, according to the grants, “the Grantee shall not assign this Grant Contract …
without obtaining prior written approval by the State.” Officials at TDOT and SBC were not aware
of this collateralized loan. [Refer to Exhibit 15.]
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Exhibit 15

Portion of The Conservation Fund loan where MRCT used the grants as collateral
MRCT used the proceeds of the loan for operational expenses after the state terminated the TDOT
and SBC grants. After repaying $90,000 of the loan, MRCT defaulted on the remaining balance.
The Conservation Fund wrote off $167,392.07 in principal and $272.87 in interest.
______________________________
FINDING 5: We noted questionable transactions between the MRCT Executive Director
and certain members of MRCT’s Board of Directors and Advisory Council
MRCT operated under the guidance of a board of directors and an advisory council. MRCT had
a conflict of interest policy in place; however, we noted the following questionable transactions
and potential conflicts of interest during our examination:
A. The executive director’s husband was a member of the board of directors and the advisory
council. We also determined the executive director and her husband allegedly loaned
MRCT at least $29,000, and MRCT repaid the loan. We could not determine the validity
of these alleged loans nor could we review any documents to support a loan agreement.
The rest of the board of directors and advisory council were unaware of these transactions
when they occurred. It should be noted that the MRCT Executive Director’s two children
were employed by MRCT at various times during the period of our examination.
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B. A former manager with TDOT who as part of his job duties approved reimbursement
requests from MRCT, was also on the board of directors and advisory council. In our
interview with this manager, he stated he would approve MRCT invoices usually the day
they came in, and he just “thumbed” through the pages quickly during his review. He
advised that he believed the executive director was knowledgeable of grant requirements.
Therefore, he did not adequately review the documentation he received from MRCT.
C. We determined the architect who did the cost proposals for the Reelfoot Lake project was
also a member of the advisory council. This architect was subsequently hired as the project
manager for the Reelfoot Lake project.
D. We determined that an advisory council member provided consulting services to MRCT
totaling $2,000. We were advised that the advisory council member discontinued his work
with MRCT because of his concern that it could be a conflict.
E. MRCT received a National Park Service grant through the Rivers, Trails, and Conservation
Assistance Program. As a part of the grant, the National Park Service sent a federal
employee to provide technical assistance for the Dyersburg River Center and Blueway
project. We reviewed receipts and documentation the executive director submitted for
reimbursements and noted MRCT claimed to provide hotel rooms and food for the federal
employee. We reviewed both receipts and QuickBooks transaction descriptions where
MRCT claimed to provide food and lodging at McDonald’s, Abe’s Ribeye Barn, Pig n Out,
El Patio, Lupos Italian Restaurant, and Sleep Inn totaling $630.12 to the federal employee.
This federal employee was later added to MRCT’s advisory council while the National
Park Service could still have provided technical and other assistance to MRCT. [Refer to
Exhibit 16.]
Exhibit 16
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FINDING 6: MRCT failed to meet grant requirements for the Dyersburg River Park and
Blueway resulting in the project being abandoned
MRCT entered into a grant contract with Dyer County for the construction of the Dyersburg River
Park and Blueway on the Forked Deer River in Dyersburg. The U.S. Department of Transportation
Federal Highway Administration provided a grant of $80,000 to construct a river center and kayak
launch. MRCT was to provide $20,000 for the construction of the Dyersburg River Park and
Blueway project. MRCT also received $272,000 in private donations through the Walton Family
Foundation and $28,206 in a federal grant through the USDA for this project. MRCT failed to pay
$6,269 that was owed to Dyer County for their match on the grant, and MRCT did not complete
the projects. The Dyersburg River Park and Blueway projects costing $357,275 is currently
abandoned. [Refer to Exhibit 17.]
Agency
Amount
Walton Family Foundation
$248,760
U.S. Department of Transportation
64,247
U.S. Department of Agriculture
28,206
MRCT
9,793
Dyer County*
6,269
Total Spent
$357,275
*This is the amount MRCT owes to Dyer County
Exhibit 17

The Abandoned Dyersburg River Center and Blueway Project
______________________________

On February 13, 2019, the grand jury of the United States District Court for the Middle District of
Tennessee, Nashville Division, indicted Diana Threadgill on three counts of Mail Fraud.
Mississippi River Corridor – Tennessee, Inc. Investigation Exhibit
______________________________
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INTERNAL CONTROL AND COMPLIANCE DEFICIENCIES
FINDING 7: MRCT Board of Directors and Advisory Council did not provide adequate
oversight of the operations of MRCT
The MRCT Board of Directors and Advisory Council did not provide adequate oversight and did
not establish internal controls to ensure accountability of the MRCT. The executive director was
allowed to initiate and process all grants and reimbursements, sign all checks, and control
accounting and reporting functions. The board of directors and advisory council should have
established internal controls over the operations of MRCT and not allow one person complete
control of receipts, disbursements, and accounting. The lack of oversight by the board of directors
and the advisory council contributed to the failure of MRCT and allowed the executive director to
continue unauthorized MRCT operations at the expense of federal, state, local, private entities, and
the public.
______________________________
FINDING 8: The Tennessee Department of Transportation, Tennessee State Building
Commission, Tennessee Department of Environment and Conservation, and
Economic and Community Development failed to properly monitor and
review grant reimbursements
MRCT’s erroneous claims were not properly monitored and reviewed by TDOT, SBC, TDEC, and
ECD. This lack of oversight contributed to the failure of MRCT to properly utilize the awarded
grants. We noted the following deficiencies related to monitoring:
•

State agencies did not properly review MRCT reimbursement requests and did not compare
all invoices to the scope of services; and

•

State agencies did not consistently notify and require MRCT to correct inappropriate
invoices before processing.

RECOMMENDATION:
State agencies should review all applicable reimbursement requests for scope of services and
consistently notify the grantee to correct any deficiencies before processing the reimbursements.
Grantors should require the grantee to provide information on other state grants and funding to
allow state agencies to compare reimbursement requests that occur in the same period to prevent
or detect entities that may overbill the state due to error or fraud.
______________________________
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