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MR. ROBERT WELLS, PRESIDENT, 
  AND MEMBERS OF THE BOARD 
DESOTO PARISH WATERWORKS DISTRICT NO. 1 
Mansfield, Louisiana 
 

We have audited certain transactions of the DeSoto Parish Waterworks District No. 1 
(District) in accordance with Title 24 of the Louisiana Revised Statutes. In July 2006, the 
Louisiana Legislative Auditor (LLA) received an allegation involving possible misappropriation 
of funds at the District. On August 14, 2006, auditors from the LLA’s office conducted a 
preliminary assessment of the District that resulted in a compliance audit. Our audit was 
performed to determine the propriety of this allegation.  
 

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; therefore, we are not offering an opinion on the District’s 
financial statements or system of internal control nor assurances as to compliance with laws and 
regulations. 
 

The accompanying report presents our findings and recommendations as well as 
management’s response.  Copies of this report have been delivered to the District Attorney for 
the Eleventh Judicial District and others as required by state law.   
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor 
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Board Member Employment 
 

During the period January 1, 2005, through June 25, 2005, DeSoto Parish Waterworks 
District No. 1 (District) Board Member John Neilson was paid $16,800 to perform the duties of 
the District’s administrator in possible violation of the Louisiana Constitution and Code of 
Governmental Ethics.  In addition, on January 1, 2006, Mr. Neilson received a $9,000 annual 
employee pay incentive, $6,000 of which was paid in violation of District policy. 
 

Louisiana Revised Statute (R.S.) Title 42 Section 1121 prohibits a former board member 
from employment by that board for a period of two years following termination as a board 
member.  Effective June 28, 2005, the Louisiana Legislature amended Title 42 to allow 
employment of former DeSoto Parish Waterworks District No. 1 board members.1 
 

On February 18, 2003, the DeSoto Parish Police Jury appointed Mr. Neilson as a board 
member of the District; two days later the District’s Board (Board) elected him as president.  
Mr. Neilson served in this capacity until January 1, 2005, at which time he resigned from the 
Board, and the Board voted to hire Mr. Neilson as the District’s administrator.  On February 28, 
2005, after being informed by the parish attorney that employing Mr. Neilson violated an 
existing ethics law, Mr. Neilson withdrew his resignation from the Board and remained a board 
member but volunteered to act as administrator without pay. 
 

On June 25, 2005, Mr. Neilson officially resigned from the Board. During a June 27, 
2005, board meeting, the Board voted to hire Mr. Neilson as the administrator at an annual salary 
of $35,000 effective June 28, 2005--the effective date of amended Title 42.  However, during 
that meeting, the Board voted to make Mr. Neilson’s pay retroactive to January 1, 2005.  Further 
demonstrating the Board’s intent to retroactively pay Mr. Neilson, the Board decided his base 
salary for 2006 would be budgeted at $35,000.  Since Mr. Neilson was an active Board member 
and volunteered to act as administrator during the period January 2005 through June 2005, he 
would be prohibited from receiving compensation for services rendered as administrator.  
Therefore, by paying Mr. Neilson for services rendered during that period, the Board may have 
violated provisions of the Louisiana Constitution2 and R.S. 42:1121. 
 

In addition, in January 2006, Mr. Neilson received a $9,000 per year incentive pay raise 
of which $6,000 was paid in violation of District policy. District policy provides that the water 
system superintendent (administrator) can be paid an additional $1,000 for each level of 
certification in water distribution obtained (up to Class 4) from the Department of Health and 
Hospitals (DHH).  For example, to achieve one level of certification in water distribution, an 
applicant (with the necessary education and work experience) must successfully pass an 
examination in water distribution.  To achieve a level 3 certification, an applicant must 

                                                 
1 R.S. 42:1121A(2) provides, in part, that no former member of a board or commission shall, for a period of two years following 
the termination of his public service on such board or commission, contract with, be employed in any capacity by, or be 
appointed to any position by that board or commission. 
R.S. 42:1121H provides that nothing in this section shall prohibit a former board member of the DeSoto Parish Waterworks 
District No. 1 from being employed by such board. 
2 Article 7, Section 14 of the Louisiana Constitution provides, in part, that 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. 
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successfully pass three examinations in water distribution. DHH records indicate that as of 
July 2005, Mr. Neilson passed three examinations in water distribution which earned him three 
levels of certification. 
 

According to District policy, Mr. Neilson was eligible to receive a $3,000 per year 
($1,000 per level obtained in water distribution) pay increase.  However, District payroll records 
indicate Mr. Neilson was paid $9,000--$3,000 for passing examinations in three levels of water 
distribution and $6,000 for passing six examinations in water production and treatment.  Because 
District policy does not provide for pay increases relating to water production and treatment, 
Mr. Neilson was improperly paid $6,000 during 2006.  According to Board members, they were 
aware of Mr. Neilson’s pay raise but did not know the pay raise violated District policy.  In 
addition, Mr. Neilson’s pay raise was not formally approved by the Board. 
 

We recommend the District seek an Ethics Board ruling to determine if Mr. Neilson’s 
retroactive pay violates the Code of Governmental Ethics.  We also recommend the Board 
review and amend, if necessary, its employee certification policy to ensure that all employees are 
awarded pay incentives based on District policy.  In addition, we recommend the Board review 
employee payroll matters to ensure that pay increases are adequately documented and approved 
by the Board. 
 
Equipment Purchases 
 

In May 2006, Mr. Neilson sold $464 worth of personal lawn equipment to the District 
and then falsified documents to give the appearance that the District had purchased the 
equipment from a legitimate vendor.3 
 

Mansfield Lawn and Cycle was a local business formerly owned by Mr. Neilson.  In 
2004, Mr. Neilson sold the business to the current owner, Mr. Bryan Slaughter, but retained 
ownership of the lawn equipment inventory. Mr. Slaughter subsequently formed his own 
corporation and changed the business name to Mansfield Cycle World, Inc.  A handwritten 
invoice dated May 17, 2006, totaling $464 from Mansfield Cycle World, Inc., was submitted to 
the District to purchase two Kawasaki trimmers and six cut-off wheels.  The District’s cancelled 
check attached to the invoice was endorsed Mansfield Cycle World by Bryan Slaughter and 
included an account number. We later determined that the account number listed was 
Mr. Nielson’s bank account number.   
 

According to Mr. Neilson, he obtained a blank invoice from Mansfield Cycle World, 
Inc.; prepared the invoice to appear as though Mansfield Cycle World, Inc., was selling the 
trimmers to the District; and then submitted the invoice to the District for payment.  Mr. Neilson 
initially stated that Mr. Slaughter agreed to endorse the District’s check over to him and that he 
kept $100 and gave the remaining $364 to Mr. Slaughter.  However, bank records indicate the 

                                                 
3 R.S. 14:133 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, any forged document, 
any wrongfully altered document, or any document containing a false statement or false representation of a material fact. 
R.S. 14:140 provides, in part, that public contract fraud is committed when any public officer or employee shall use his power or 
position as such officer or employee to secure any expenditure of public funds to himself, or to any partnership to which he is a 
member, or to any corporation of which he is an officer, stockholder, or director. 
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check was deposited into Mr. Neilson’s personal bank account.  Mr. Neilson later admitted that 
he did not give any of the money to Mr. Slaughter but rather kept it all for himself.  
Mr. Slaughter confirmed Mr. Neilson’s latter statement. 
 

During our initial inquiry into the matter, we could not locate the lawn trimmers.  After 
we discussed the issue with Mr. Neilson, District employees located the equipment and on 
August 22, 2006, Mr. Neilson reimbursed the District $464 for the trimmers and wheels. In a 
written statement to representatives of the Louisiana Legislative Auditor, Mr. Neilson apologized 
and acknowledged that he was wrong for what he had done. He added that he was just trying to 
obtain quality equipment for the District. 
 

We recommend that the District develop and implement written purchasing policies and 
procedures.  These policies and procedures should require the use of requisitions and purchase 
orders and establish purchasing limits over which Board approval is required. The policies and 
procedures should also require documentation to support the business purpose and necessity of 
each purchase.  To facilitate these policies and procedures, the District should also establish a 
centralized purchasing system.  
 
Nepotism 
 

During the period October 2005 through January 2007, the District paid Mr. Neilson’s 
spouse, Ms. Velda Neilson, a total of $1,577 to perform clerical work in the absence of the office 
manager. Mr. Neilson hired Ms. Neilson without Board approval and stated that his wife only 
worked for the District on rare occasions when Office Manager Lynn Burks was out of the 
office. Her duties were to answer the telephone, process mail outs, and collect water bill 
payments.  According to Mr. Neilson, Ms. Neilson was supervised by Mr. Burks.  Mr. Burks 
confirmed that Ms. Neilson worked at the District office when he was absent but stated that he 
did not supervise her.  As her supervisor, Mr. Neilson approved Ms. Neilson’s time sheets. 
 

Louisiana law4 prohibits agencies from employing immediate family members of board 
members or the chief executive of the agency.  During Ms. Neilson’s employment, Mr. Neilson 
was the chief executive of the District. 
 

We recommend that the Board cease allowing prohibited family members from 
performing services for the District.  We also recommend that the Board implement procedures 
to include requiring applicants to disclose to the Board all familial relationships with the Board 
or chief executive of the District. 
 
Credit Card Purchases 
 

During the period January 2005 through August 2006, the District’s credit card was used 
to purchase items totaling $10,330 for which the business purpose, necessity, and reasonableness 
are not documented and/or unclear. This amount included $4,202 for unidentified items; $3,135 
for fuel; $2,657 for meals; and $336 for lodging. In some instances, only the credit card 
                                                 
4 R.S. 42:1119 provides, in part, that no member of the immediate family of a member of a governing authority or the chief 
executive of a governmental entity shall be employed by the governmental entity. 
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authorizations were attached to the credit card statements and no itemized receipts were included 
to document the purchases.   
 

During our review, we noted the following: 
 
Unidentified Items 
 

District records indicate that 96 purchases totaling $4,202 were made at various 
businesses such as the Sportsman’s Corner Convenience Store, Bits Country Store, and 
Wal-Mart. Mr. Nielson could not provide receipts to indicate what was purchased or 
documentation for the purpose of the expenditure.   
 
Fuel 
 

District credit card statements indicate that 49 purchases totaling $3,135 appear to 
be for fuel from fuel stations such as Chevron, Exxon-Mobile, JJ’s Fastrac, and Texaco.  
Mr. Neilson could not provide individual vehicle log reports to indicate the quantity of 
fuel purchased, beginning and ending mileage, or the District’s vehicle for which the fuel 
was used. 
 
Meals 
 

According to District credit card statements, 124 meals were purchased totaling 
$2,657 although Mr. Neilson could not provide documentation for the purpose of the 
meal or those who attended meals. Mr. Neilson stated that he believed his position at the 
District gave him the latitude to purchase meals during the day for himself and employees 
when performing work for the District or when attending training. Although Mr. Nielson 
indicated that meals were purchased during meetings and while traveling during the day 
to conduct District business, he could not provide details of who attended meetings or the 
business purpose for the meals.   
 
Lodging 
 

District records indicate Mr. Neilson charged $336 to the District’s credit card to 
pay for lodging in Marksville, Louisiana, and Natchitoches, Louisiana. According to 
Mr. Neilson, these charges occurred during training conferences in Alexandria.  He stated 
that because hotels in Alexandria were full, he was forced to find accommodations 
elsewhere.  Although Mr. Neilson documented the business purpose for his trip, he could 
not provide original receipts. 
 

In addition, records indicate Mr. Neilson used the District credit card to purchase 
flowers for a Board member’s mother and food for an employee Christmas party in 
violation of Article 7, Section 14 of the Louisiana Constitution. 
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We recommend that the District develop written policies and procedures to provide 
guidance for the business use of its credit card.  These policies and procedures should, at a 
minimum,: 

 
(1) require documentation for the purpose of the expenditure and attendees of 

meetings and meals; 

(2) require timely submission of original receipts when appropriate;  

(3) require vehicle log records to record when fuel is purchased, the vehicle number, 
mileage, date, and the amount of fuel purchased; and 

(4) provide for disciplinary action for noncompliance. 

We further recommend that the District review the Louisiana State Travel Guide 
(PPM 49) for guidance on developing policies and procedures relative to employee travel. 
 
Poor Business Practices 
 

As system administrator, Mr. Neilson is responsible for the day-to-day operation and 
maintenance of the water system.  During our examination of the District, we noted that 
Mr. Neilson performed a variety of duties including purchasing, field operator, and mechanic 
that take him away from his primary function as system administrator.  This arrangement creates 
an environment that could allow irregularities to go undetected during the normal course of 
business. The Board should consider hiring additional personnel to perform some of the duties 
performed by Mr. Neilson provided consideration is given to the availability of funds to pay for 
additional help. 

 
Based on observations and employee interviews, we also noted the following: 

 

Field Work Accountability 
 

Normal procedure for conducting field work is to obtain a work order from the 
office manager before beginning the job.  Mr. Neilson, however, performs field work 
throughout the parish but in many instances did not obtain a work order.  Although 
Mr. Nielson sometimes informed the office manager of the work he performed, in many 
cases, he failed to prepare work orders describing the work to be done, location of the 
job, material used, or man hours necessary to complete the job.  The Board should 
formalize normal field work procedures by incorporating them into a written policy and 
to ensure that all employees follow the newly adopted policy. 
 
Equipment Storage and Maintenance 
 

District equipment and vehicles are routinely stored and repaired at the home of 
Mr. Neilson.  For example, the District purchased a generator in April 2004 and another 
generator in September 2006.  Both generators were in need of repair and were taken to 
Mr. Neilson’s home.  On or about October 27, 2006, Mr. Neilson delivered the generator 
purchased in September 2006 to the water pumping station. However, as of January 2007, 
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the generator purchased in April 2004 had not been delivered to the water pumping 
station. 
 

Mr. Neilson stated that to save the District money in vehicle repairs he routinely 
takes District vehicles home to repair them. However, the District could not provide 
detailed vehicle maintenance or repair records by vehicle to indicate repairs performed, 
replacement parts purchased, part warranty records, discounts, or merchant incentives 
given. 
 

We recommend that the District not allow employees to take District equipment 
home as this situation increases the risk of loss. 
 
Employee Attendance 
 

The District has not established written policies and procedures to document 
when an employee is absent from work. By not properly recording the actual hours an 
employee works, payments could be made to the employee for time not worked, leave 
balances could be incorrectly charged, or employees who work additional hours may not 
be properly compensated. 
 

In addition, District policy grants full-time employees 10 days of sick leave with 
pay annually regardless of employment date.  Employees are also allowed to sell up to 
five days of unused sick time back to the District.  Consequently, an employee hired on 
December 1 is granted 10 days of sick leave and on December 31 is allowed to sell five 
unused days to the District. 
 

The Board should implement policies and procedures that require documentation 
to support the accumulation and use of leave time.  These policies and procedures should 
also require leave slips to document when an employee is absent from work. In addition, 
we recommend that the District develop a uniform system for which annual and sick 
leave is earned proportionate to the amount of time worked during the year. The earning 
of such leave should be based on the equivalence of years of full-time service to the 
District.   
 
Cellular Phones 
 

The District has not established written policies and procedures to govern the 
business use of its cellular phones. Written policies and procedures for the business use 
and care of cellular phones should be established that: 

 
(1) contain criteria for the issuance of cellular phones to employees based on 

employee duties and responsibilities; 

(2) require a review of cellular phone contracts annually to determine the 
minimum amount of airtime minutes needed per month and negotiate a 
new contract when the existing contract expires; 



_____________________________ FINDINGS AND RECOMMENDATIONS 

 
- 9 - 

(3) require employees who are issued a cellular phone to review their monthly 
bills and identify personal calls made or received; 

(4) require employees to reimburse the District at a standard rate for each 
minute for personal calls; and 

(5) require a review of the monthly bills for correctness and reasonableness of 
phone usage. 

Accounts Receivable Collection 
 

As of September 29, 2006, the District had 360 water customer accounts totaling 
$32,099 that were more than three months past due.  Failure to collect delinquent 
receivables results in lost revenue to the District.  The District should implement policies 
and procedures to ensure that: 
 

(1) all delinquent water receivables are collected in a timely manner; 

(2) delinquent amounts are aggressively pursued; and 

(3) uncollectible accounts are classified in the accounting records as 
uncollectible. 

Payment Extensions 
 

The District does not have policies or procedures for conducting follow-up 
reviews of delinquent accounts when payment extensions are granted or for determining 
whether payment was made by the extension date.  In addition, the District does not 
uniformly enforce its “cut-off” policy though policy requires the termination of water 
service within 10 days from the due date of the bill.  The Board should develop follow-up 
procedures to ensure that customers are paying by the extension deadlines.  The Board 
should also ensure that water services are terminated for those customers who do not pay 
by the deadline and uniformly enforce its cut-off policy to reduce the likelihood of 
customers receiving services after the cut-off date. 
 
Water Meter Deposits 
 

The District has not established adequate written policies and procedures 
providing guidelines for processing water meter deposits.  The District should establish 
policies and procedures to ensure that water meter deposits are properly recorded and 
maintained and reconciled to the detailed listing of customer water meter deposits and to 
the related bank account. 

 
In addition, the District should maintain a current inventory listing of all water 

meters placed into service to include the: 
 
(1) serial number indicated on the meter; 

(2) date the meter was placed into service; 
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(3) service location; and 

(4) person who installed the meter. 

Furthermore, the District should perform periodic inventory of its meters and at 
least annually reconcile the meter inventory to a listing of customers billed for service. 
 
Bid Law 
 

During the period July 2005 through August 2006, the District purchased water 
meters totaling $149,434 and spent an additional $13,195 to install the meters without 
seeking public bids.  Louisiana law5 requires public work in excess of $100,000 to be 
advertised and awarded to the lowest responsible bidder.  The purpose of the bid process 
is to obtain independent prices from a competitive market with the end objective to 
receive the best possible competitive price.  The District should ensure that the bid law is 
consistently followed to receive the greatest benefit for each public dollar spent. 
 
Travel 
 

The District does not have written travel policies and procedures.  The Board 
should develop travel policies and procedures that require all expenses associated with 
travel to be authorized and approved in writing.  These policies and procedures should 
also require: 

 
(1) employees to submit an expense report for reimbursement of meals and 

lodging personally incurred and not charged to the District credit card; 

(2) employee claims for routine travel to be documented to include the 
purpose, date, and time of departure and return; 

(3) payment of travel expenses after the employee supplies full documentation 
of all expenses; and 

(4) vehicle mileage to be recorded separately for each leg of travel so that 
mileage can be properly reviewed.  The practice of recording an aggregate 
number of miles for several trips made during the week makes it 
impossible to determine the correct mileage associated with each trip. 

This information has been provided to the District Attorney for the Eleventh Judicial 
District of Louisiana and others as required by law. The actual determination as to whether an 
individual is subject to formal charge is at the discretion of the district attorney. 

                                                 
5 R.S. 38:2212 provides, in part, that all public work exceeding $100,000, including labor and materials, to be done by a public 
entity shall be advertised and let by contract to the lowest responsible bidder. 
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The DeSoto Parish Waterworks District No. 1 (District) is a political subdivision of the 
DeSoto Parish Police Jury.  The District is governed by a board of nine commissioners appointed 
by the DeSoto Parish Police Jury.  The purpose of the District is to facilitate plans and 
arrangements for feasibility studies and surveys and the financing, construction, development 
and operation of waterworks system to provide a public water supply within the proposed 
district.  
 

The Louisiana Legislative Auditor received information concerning the propriety of 
certain District transactions.  This audit was performed to determine the propriety of the 
allegations. 
 

The procedures performed during this audit consisted of: 
 
(1) interviewing employees and officials of the District; 

(2) interviewing other persons as appropriate; 

(3) examining selected documents and records of the District; 

(4) performing observations; and 

(5) reviewing applicable state laws and regulations. 

The results of our audit are the findings and recommendations herein. 
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