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LOUISIANA LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA, CFE

December 11, 2013

DR. CADE BRUMLEY, SUPERINTENDENT,
AND MEMBERS OF THE DESOTO PARISH
SCHOOL BOARD

Mansfield, Louisiana

We have audited certain transactions of the DeSoto Parish School System. Our audit was
conducted in accordance with Title 24 of the Louisiana Revised Statutes to determine the validity
of allegations we received.

Our audit consisted primarily of inquiries and the examination of selected financial
records and other documentation. The scope of our audit was significantly less than that required
by Government Auditing Standards.

The accompanying report presents our findings and recommendations as well as
management’s response. This is a public report. Copies of this report have been delivered to the
District Attorney for the 42™ Judicial District of Louisiana, the United States Attorney for the
Western District of Louisiana, the Louisiana Board of Ethics, and others as required by law.

Respectfully submitt
M ,WLJC—

Daryl G. Purpera, CPA, CFE
Legislative Auditor
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EXECUTIVE SUMMARY

Former Superintendent May Have Received Improper Travel Reimbursements

From September 14, 2009 to October 19, 2012, former DeSoto Parish School System
(DPSS) Superintendent Walter C. Lee, who was also the elected District 4 representative of the
state Board of Elementary and Secondary Education (BESE), received $13,073 in
reimbursements from BESE for travel expenses that Mr. Lee did not personally pay, which may
violate state law. Mr. Lee paid for his travel expenses with his DPSS credit card, but did not
forward the BESE reimbursement to DPSS.

Former Superintendent Appears to Have Improperly Terminated Vehicle Lease

On November 21, 2011, Mr. Lee terminated the DPSS vehicle lease contract 14 months
early. The lease was for a vehicle for his use as superintendent. As a result of Mr. Lee’s action,
DPSS paid an early termination fee of $10,653 and forfeited the use of the vehicle; there is no
documentation or evidence of the public purpose for the early lease termination. Eleven days
later, Mr. Lee personally purchased this same vehicle from the dealership at significantly less
than market value and also entered into a new lease contract on DPSS’s behalf for another
vehicle for his (Lee’s) use. Since there was no public purpose for the early lease termination and
since Mr. Lee had a substantial economic interest in the lease termination because of his
subsequent purchase of the leased vehicle at a significant discount, Mr. Lee may have violated
state law and the state constitution.

Former Superintendent’s Pay Raises Not Properly Documented

DPSS cannot demonstrate that the pay raises given to former Superintendent Walter C.
Lee complied with the terms of his employment contract. Mr. Lee received pay raises between
July 1999 and December 2012, which increased his salary from $70,822 to $240,912. The
contract language authorizing the pay raises is not clear and the documentation supporting the
pay increases, if any, is not retained within DPSS’s records.



BACKGROUND AND METHODOLOGY

The DeSoto Parish School System (DPSS) is operated by the DeSoto Parish School
Board, pursuant to Art.VIII, § 9(A) of the Louisiana Constitution of 1974 and La. R.S. 17:51, to
provide public education for the children in DeSoto Parish. DPSS enrolls over 5,000 students
from pre-kindergarten to 12" grade, and employs over 850 teachers and other workers. The
DeSoto Parish School Board has eleven members, all of whom are elected to serve four-year

terms.

The Louisiana Legislative Auditor, after receiving allegations that former DPSS
Superintendent Walter C. Lee misspent public funds, conducted an investigative audit to
determine the truthfulness of these allegations.

The procedures performed during this audit included:

1)
(2)
©)
(4)
()

interviewing certain DPSS employees;
interviewing other persons as appropriate;
examining selected DPSS documents and records;
gathering documents from external parties; and

reviewing applicable state laws and regulations.



FINDINGS AND RECOMMENDATIONS

Former Superintendent May Have Received Improper Travel Reimbursements

From September 14, 2009 to October 19, 2012, former DeSoto Parish School System
(DPSS) Superintendent Walter C. Lee, who was also the elected District 4 representative of
the state Board of Elementary and Secondary Education (BESE), received $13,073 in
reimbursements from BESE for travel expenses that Mr. Lee did not personally pay, which
may violate state law.! Mr. Lee paid for his travel expenses with his DPSS credit card, but
did not forward the BESE reimbursement to DPSS.

Mr. Walter C. Lee was superintendent of the DPSS from July 1, 1999, until his retirement
on November 2, 2012. During this time, Mr. Lee also served as the elected representative for
BESE District 4. DPSS records, including credit card statements and supporting receipts and
invoices, show that Mr. Lee used DPSS VISA and Fuelman cards to pay travel and other
business expenses associated with his duties as superintendent, including travel expenses to
attend BESE meetings.” BESE records indicate that Mr. Lee requested, and was reimbursed by
BESE for, travel expenses that Mr. Lee claimed to personally have incurred attending
board/committee meetings and for conducting other BESE business.

We compared Mr. Lee’s purchases on his DPSS credit cards with the travel expenses for
which he requested reimbursement from BESE for the period September 2009 to November
2012 and noted the following:

. Mr. Lee submitted 11 travel reimbursement requests to BESE that included 11
hotel receipts which he paid for with a DPSS credit card and did not incur any
personal expense. Based on the documentation submitted, Mr. Lee was
reimbursed $1,578 from BESE for these expenses.

. Mr. Lee also claimed, and was reimbursed by BESE, $11,495 in mileage expenses
for attending BESE meetings. DPSS records show that Mr. Lee made 71 fuel
purchases totaling $3,698 using the DPSS credit card to attend these same BESE
meetings.

In one instance, which was confirmed by both DPSS and BESE records, Mr. Lee drove
from Shreveport to Baton Rouge and used his DPSS credit cards to pay for a two-night stay
(June 17-18, 2012) at the Embassy Suites hotel in Baton Rouge, which totaled $202. Mr. Lee
also purchased $63 of fuel in Baton Rouge on June 18 with his DPSS credit card. The travel
reimbursement form Mr. Lee submitted to BESE for the June 17 and 18 meetings includes the
same Embassy Suites hotel invoice for $202, and a mileage request for $262 for roundtrip travel

A Mr. Lee’s contracts with DPSS stated, in part, “while he is a member of BESE, his participation in the work of that
body shall be considered a legitimate part of his work as Superintendent of Schools in DeSoto Parish.”



DeSoto Parish School System Findings and Recommendations

from Shreveport to Baton Rouge. BESE issued a $528 payment (which also included parking
and meals) to reimburse Mr. Lee for these travel expenses. According to Steven Stanfield, DPSS
Director of Business Services, Mr. Lee did not reimburse DPSS for any charges he incurred on
DPSS VISA and Fuelman cards for attending BESE meetings.

We requested an interview with Mr. Lee to discuss these transactions; he referred us to
his attorney. Mr. Lee’s attorney would not allow Mr. Lee to meet or speak with us.

Since Mr. Lee submitted travel reimbursement requests to BESE that included $13,073 of
expenses he did not personally incur (he used the DPSS credit card), and for which he was
subsequently personally reimbursed (he did not forward the BESE reimbursement to DPSS),

Mr. Lee may have violated state law.*

Former Superintendent Appears to Have Improperly Terminated Vehicle Lease

On November 21, 2011, Mr. Lee terminated the DPSS vehicle lease contract 14
months early. The lease was for a vehicle for his use as superintendent. As a result of
Mr. Lee’s action, DPSS paid an early termination fee of $10,653 and forfeited the use of the
vehicle; there is no documentation or evidence of the public purpose for the early lease
termination. Eleven days later, Mr. Lee personally purchased this same vehicle from the
dealership at significantly less than market value and also entered into a new lease contract
on DPSS’s behalf for another vehicle for his (Lee’s) use. Since there was no public purpose
for the early lease termination and since Mr. Lee had a substantial economic interest in the
lease termination because of his subsequent purchase of the leased vehicle at a significant
discount, Mr. Lee may have violated state law? and the state constitution.’

According to his employment contracts with DPSS, Mr. Lee “shall be provided the use of
an automobile leased or purchased...for travel connected with the performance of the
Superintendent’s duties and responsibilities.”

On January 22, 2010, Mr. Lee, acting on DPSS’s behalf, entered into a three-year
(36 months) lease contract for a 2010 Chevrolet Traverse with Mansfield Auto World; DPSS
paid the monthly lease payment of $819. On November 21, 2011, Mr. Lee terminated the lease
contract 22 months into the 36-month lease, causing DPSS to pay a $10,653 early termination
fee (the value of the remaining lease payments) and forfeit the use of the Chevrolet Traverse for
the remaining 14 months. DPSS could not provide us with the public purpose for the early lease
termination nor was there any formal board approval of Mr. Lee’s action.

On November 30, 2011, Mr. Lee entered into, again on DPSS’s behalf, a two-year
contract with Mansfield Auto World to lease a 2012 Buick Enclave to replace the 2010
Chevrolet Traverse; DPSS’s monthly lease obligation increased from $819 for the 2010
Chevrolet Traverse to $1,066 for the 2012 Buick Enclave. According to the school system’s
Director of Business Services, Steven Stanfield, Mr. Lee personally handled the DPSS vehicle
leases and did not consult with him.



DeSoto Parish School System Findings and Recommendations

According to Mansfield Auto World management, Mr. Lee stated that he was terminating
the DPSS lease early (on the Chevrolet Traverse) so that the new DPSS lease (for the Buick
Enclave) would coincide with the end of his employment contract and allow the next
superintendent to pick out his own vehicle. Management of Mansfield Auto World also stated
that Mr. Lee later personally purchased the Chevrolet Traverse on December 2, 2011, that DPSS
previously leased and that Mr. Lee had personally purchased other vehicles that DPSS had leased
in the past.

DPSS lease records indicate that the value of the Chevrolet Traverse at the beginning of
the lease term was $37,800. When Mr. Lee personally purchased the Chevrolet Traverse (22
months and 61,700 miles later), he paid $11,966. Mansfield Auto World claimed that Mr. Lee
paid the fair market value for the vehicle at the time based on the subscription service they use to
value vehicles (the Black Book). However, the Kelley Blue Book clean retail price for the
Chevrolet Traverse at the time of Mr. Lee’s purchase ranged from $20,300 to $29,300,
depending on vehicle options. Given the substantial difference between Mr. Lee’s purchase
price for the Chevrolet Traverse and the estimated fair market value, it appears that Mr. Lee paid
subsztantially less than fair market value for the vehicle and, in doing so, may have violated state
law.

We attempted to speak to Mr. Lee about this matter, but he referred us to his attorney.
Mr. Lee’s attorney would not allow Mr. Lee to meet or speak with us. Since Mr. Lee would not
discuss the vehicle leases with us, we could not determine why Mr. Lee allowed DPSS to incur a
$10,653 early cancellation penalty when DPSS entered into another vehicle lease nine days later
with the same dealer.

Because of Mr. Lee’s early termination of the vehicle lease contract, DPSS was forced to
pay $10,653 and forfeit the use of the Chevrolet Traverse. Since there does not appear to be a
benefit to DPSS for the early termination of the lease contract and forfeiture of the vehicle, the
loss of use of the vehicle for 14 months may constitute a donation and may violate the state
constitution.®

Former Superintendent’s Pay Raises Not Properly Documented

DPSS cannot demonstrate that the pay raises given to former Superintendent
Walter C. Lee complied with the terms of his employment contract. Mr. Lee received pay
raises between July 1999 and December 2012, which increased his salary from $70,822 to
$240,912. The contract language authorizing the pay raises is not clear and the
documentation supporting the pay increases, if any, is not retained within DPSS’s records.

Mr. Lee’s employment contract states, “In the event that certified professional personnel
of the school system receive state and/or local pay raises, then the Superintendent shall be
entitled to have his annual salary increased by the amount of such state and/or local pay raises.”
However, his contract does not specify how his raises are to be calculated, including which class
of certified professional personnel (e.g., teachers, principals, administrators) his raises are to be
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based upon. Mr. Lee’s annual salary and pay raises during his tenure as DPSS Superintendent
are shown in the following table:

Analysis of Former Superintendent Lee’s Annual Salary and Pay Raises

Fiscal Years 1999-2012

Pay Raise/Increase from Percentage Increase

Fiscal Year Annual Salary Prior Fiscal Year from Prior Fiscal Year
2011-2012 $240,912 $12,312 5.4%
2010-2011 $228,599 $21,499 10.4%
2009-2010 $207,100 $20,794 11.2%
2008-2009 $186,306 $50,014 36.7%
2007-2008 $136,292 $1,578 1.2%
2006-2007 $134,714 $12,362 10.1%
2005-2006 $122,352 $3,010 2.5%
2004-2005 $119,342 $10,960 10.1%
2003-2004 $108,382 -$400 -.36%
2002-2003 $108,782 $10,232 10.4%
2001-2002 $98,550 $12,543 14.6%
2000/2001 $86,007 $3,437 4.2%
1999/2000 $82,570 $11,748 16.6%
1998/1999 $70,822

According to Mr. Stanfield, he calculated Mr. Lee’s pay raise based on his understanding
of the employment contract each year and then provided his calculation to Mr. Lee. Mr. Lee
would always change the amount of the raise, but would not provide him (Mr. Stanfield) with
any documentation to support the revised calculation. Mr. Stanfield stated he did not keep
records of the original pay raise calculations (that Mr. Stanfield submitted to Mr. Lee). The raises
were approved by Mr. Lee, but were not presented to the DPSS board for formal approval. Some
board members informed us they were not aware of the amount of Mr. Lee’s salary.

We attempted to speak to Mr. Lee about this matter, but he referred us to his attorney.
Mr. Lee’s attorney would not allow Mr. Lee to meet or speak with us.

Because the contract language authorizing Mr. Lee’s pay raises is not clear and the
methodology used to calculate the pay raises is not documented and maintained on file, it is
unclear whether the pay raises complied with the terms of Mr. Lee’s employment contract.
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Recommendations
The DeSoto Parish School System should:

1) require board approval prior to entering into vehicle lease contracts, including any
changes contemplated to such lease contracts;

2 require board approval for all superintendent pay raises; and

3) ensure that all employment contracts clearly state that the basis for calculating pay
raises and how they are to be calculated. The pay raise calculations should be
properly documented and maintained on file.

We also recommend that BESE seek recovery of the $13,073 of hotel and fuel expenses
improperly reimbursed to Mr. Lee.



LEGAL PROVISIONS

! Louisiana Revised Statute (La. R.S.) 14:67 (A) states, “Theft is the misappropriation or taking of anything of
value which belongs to another, either without the consent of the other to the misappropriation or taking, or by
means of fraudulent conduct, practices, or representations. An intent to deprive the other permanently of whatever
may be the subject of the misappropriation or taking is essential.”

La. R.S. 14:133 (A) provides, in part, that “Filing false public records is the filing or depositing for record in any
public office or with any public official, or the maintaining as required by law, regulation, or rule, with knowledge
of its falsity, of any of the following: (1) Any forged document. (2) Any wrongfully altered document. (3) Any
document containing a false statement or false representation of a material fact.”

La. R.S. 42:1111 (A)(1) provides, in part, that “...No public servant shall receive anything of economic value, other
than compensation and benefits from the governmental entity to which he is duly entitled, for the performance of the
duties and responsibilities of his office or position...”

% La. R.S. 42:1112(A) provides that “No public servant, except as provided in R.S. 42:1120, shall participate in a
transaction in which he has a personal substantial economic interest of which he may be reasonably expected to
know involving the governmental entity.”

¥ Louisiana Constitution Article VII, Section 14 (A) provides, in part, that “Prohibited Uses. Except as otherwise
provided by this constitution, the funds, credit, property, or things of value of the state or of any political subdivision
shall not be loaned, pledged, or donated to or for any person, association, or corporation, public or private...”



APPENDIX A

Management’s Response
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