WINSTEAD

July 19, 2002

direct dial: 214/745.5462
tboston@winstead.com

VIA FACSIMILE — (972) 490-9545

Eric G. Calhoun, Esq.

Lawson, Fields, McCue, Lee & Campbell, P.C.
14135 Midway Road, Suite 250

Addison, TX 75001

Re:  Dallas Police and Fire Pension System v. Columbus A. Alexander, III a/k/a Sandy
Alexander d/b/a CFOpros; Cause No. 02-04814; In the 44™ Judicial District Court

of Dallas County, Texas

Dear Eric:

Per our phone conversation of this morning, enclosed please find our proposed Original
Answer and Counterclaim, which will be filed this coming Monday, July 22, 2002 before 10:00
a.m., along with the Interrogatories and Request for Production of Documents, which will be sent

on Monday as well.

As I stated in our phone conversation, litigation can be concluded if your client is willing
to pay Sandy Alexander's outstanding bills in full, plus his attorney's fees incurred thus far in the
amount of $25,000.00.

I look forward to hearing from you later today regarding whether your client is interested
in settlement before we engage in litigation.

Enclosures
5400 RENAISSANCE TOWER PH 214.745.5400 WINSTEAD SECHREST & MINICK Awstin, Dallus, Fort Worth,
1201 ELM STREET FAX 214.745.59390 Attorneyy and Counselors Houston, Mexico City.

DALLAS, TEXAS 75270 WINSTEAD.COM A Professional Corpuration The Wondlands. Washington D.C.



WINSTEAD

August 7, 2002
direct dial: 214/745.5462

tboston@winstead.com

VIA FACSIMILE — (972) 490-9545

Eric G. Calhoun, Esq.

Lawson, Fields, McCue, Lee & Campbell, P.C.
14135 Midway Road, Suite 250

Addison, TX 75001

Re:  Dallas Police and Fire Pension System v. Columbus A. Alexander, Il a/k/a Sandy
Alexander d/b/a CFOpros; Cause No. 02-04814; In the 44" Judicial District Court
of Dallas County, Texas

Dear Eric:

This letter is to memorialize our agreement. The Pension System and Mr. Alexander
agree, and evidence same by their signatures below, to resolve this matter on the following
terms:

1. The Pension System will pay Mr. Alexander's outstanding invoices and all of his
expenses incurred by cashier's check payable to "CFOpros", with such funds to be delivered
when Mr. Alexander delivers the documents in accordance with Paragraph 4 below, no later than
August 9, 2002.

2. A dismissal with prejudice of the lawsuit, within 48 hours of the execution of this
Agreement, with each party to bear its/his own expenses and with their execution of this letter
constituting a complete mutual release of all claims, causes of action, known or unknown,
contingent or fixed, at law or in equity between and among Mr. Alexander, CFOpros, its partners
agents, affiliates, and other related persons or entities on the one hand, the Pension System,
members of its board of trustees, staff and other related persons or entities on the other hand,
under any theory of recovery, including without limitation release of any alleged defamation
claims (including claims arising from any republication of the Dallas Morning News Article) and
the publication of Exhibit "A" as set forth at Paragraph 4 below, and claims for attorneys fees,
costs or expenses. The Pension System, its trustees, and employees agree not to call upon or
contact Mr. Alexander, or use his services and knowledge, in any way in the future, and likewise
Mr. Alexander will not call upon or contact the Pension System, its Trustees or employees.

3. The execution and mailing no later than August 12, 2002, of the attached (as
Exhibit "A") letter by certified mail, return receipt requested, to the Dallas Morning News and
the Association of Certified Fraud Examiners with the Pension System delivering green cards to
Mr. Alexander's attorney, Talmage Boston.

5400 RENAISSANCE TOWER PH 214.745.5400 W INSTEAD SECHREST & MINICK Auwustin, Dallas, Fort Worth,
1201 ELM STREET FAX 214.745.5390 Attorneys and Counselors Houston, Mexico Ciry,
DALLAS, TEXAS 75270 WINSTEAD.COM A Profesitonal Corporation The Woodlands. Washington DC
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4. Mr. Alexander and his counsel shall return to the Pension System the originals (if
any) and all copies of any and all documents and tape recordings (and any transcripts thereof)
obtained during the course and scope of CFOpros' engagement with the Pension System.

5. Per the terms of his Consultant Contract with the Pension System of April 8,
2002, Mr. Alexander shall agree to maintain as confidential all information he obtained and all
conclusions he derived from his work for the Pension System.

6. The Pension System shall comply with its prior agreement of May 29, 2002,
(attached as Exhibit "B") no later than August 9, 2002.

7. The Pension System agrees that Alexander has completed his obligations under
their contract and that its Administrator's report of such agreement will be recorded in the
minutes of the next regularly scheduled Board meeting.

8. The parties agree that from this date forward, neither of them shall communicate
anything to anyone publicly or privately to disparage or derogate each other or the performance
of each other. In that regard, the Pension System shall publish the letter attached as Exhibit "A"
on the Pension System's website, and include it as an attachment to the Pension System Board of
Trustee's minutes as the Board's first meeting after the execution of the Settlement Agreement.

All parties should sign below to evidence our agreement.

Y}a@ ly,

almdge Boston, Attorney for CFOpros

PTB/cll

AGREED:

Eric G. Calhoun
Counsel for Dallas Police
and Fire Pension System
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Audit:
$20,000
missing

Police-fire pension
board fires examiner,
disputes some assertions

. By DAVE MICHAELS
Staff Writer

An employee of Dallas’ police
and fire pension system embezzled
nearly $20,000 from its operating
budget, and the fund haslost a sig-
nificant number of its records to
theft or shredding, according to an
audit obtained by The Dallas
Morning News.

The pension system’s board of
trustees said Tuesday that the em-
ployee has been terminated. The
audit says she agreed to plead
guilty to theft charges.

The woman is not being named
because she has not been arrested
or charged with a crime.

The suspect’s attorney, Marcus
Norman of Dallas, declined to
comment about the case. He con-
firmed that his client was terminat-
ed but has not been arrested.

She was cashing checks from
the pension system’s petty-cash ac-
count and buying personal items

See AUDITOR Page 354
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Auditor: $20,000
stolen from fund

Continued from Page 31A

with pension system funds, trust-
ees said.

The money was stolen over the
course of a year and a half or two
years, said Steven Shaw, a Dallas
police sergeant who is the vice
chairman of the board. “Most of it
happened in the several months
prior to us detecting it. It seemed to
escalate as they [police] got nearer
to her detection and apprehen-
sion.”

The pension fund has about
$1.9 billion in assets, officials said,
so the loss was not expected to af-
fect any pensioners.

Sgt. Shaw said the case is being
investigated by the Police Depart-
ment’s general assignments sec-
tion, which handles white-collar
crime.

Pension system administrators
noticed the fraudulent checks in
March and immediately referred
the case to the Police Department,
they said. They also hired an out-
side auditor, the forensic account-
- ing firm CFOpros, to inspect the
overall security of their system.

The auditor, Columbus Alexan-
der IT1, wrote in his report that the
pension system is so riddled with
accounting and record-keeping
problems that the board should
create a management oversight
committee.

Mr. Alexander, whose report
was received by trustees Monday,
did not return a phone call Tuesday
seeking comment.

Pension system trustees voted
Tuesday to terminate Mr. Alexan-
der’s contract, saying he made
wide-ranging allegations about
fraud and abuse but declined to
disclose evidence to support his
conclusions.

Mr. Alexander wrote that a “se-
nior member of the system’s man-
agement team” discouraged him
from extending his audit beyond

the allegations about employee
theft. Mr. Alexander also wrote that
the senior manager urged him not
to report other problems to trust-
ees.

Mr. Alexander’s report stated
that the suspect said she had two
accomplices and that several others
“were aware of herillegal activities.”

“Accordingly, we recommend
that no fewer than two interviews
be conducted with ... [the suspect]
atthistime forthe purpose of deter-
mining the nature and content of
her allegations,” Mr. Alexander
wrote.

Among the report’s other find-
ings:

W The system’s accounts-pay-
able rolls contained “numerous er-
rors, incomplete postings and a
wealth of omissions.”

"W Archived records about ac-
counts payable that were stored at
an off-site location are missing —
possibly stolen or destroyed.

#m Members of the system'’s
management team were “systemat-
ically procuring” the personal bank
records of employees.

Sgt. Shaw disputed many of
those assertions. He said he does
not know what the Police Depart-
ment’s investigation found.

Detectives were unavailable
Tuesday for comment. A

“Wehave absolutely no evidence
that any pther employee is involved
in this,” Sgt. Shaw said. “It is typical
when someone is confronted with a
eriminal allegation that they try to
blame other people.”

Sgt. Shaw said the pension sys-
tem has been reimbursed about
$9,000 of its losses by banks where
the suspect cashed checks.

Trustees replaced Mr. Alexan-
der with the accounting firm
KPMG, which they hope will pro-
vide them with a new report within
three weeks.

E-mail dmichaels@dallasnews.com





