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OFFICE OF LEGISLATIVE AUDITOR STATE OF LOUISIANA BATON ROUGE, LOUISIANA 70804-9397 
February 11, 2004 

THE HONORABLE RICHARD COLE CALCASIEU PARISH TAX ASSESSOR Lake Charles, Louisiana 

1600 NORTH THIRD STREET POST OFFICE BOX 94397 TELEPHONE: (225)339-3800 FACSIMILE: (225) 339-3870 

We have audited certain transactions of the Calcasieu Parish Tax Assessor in accordance with Title 24 of the Louisiana Revised Statutes. Our audit was performed to determine whether services were actually received for payments made to a vendor and whether a portion of the profits generated by these payments was given to the former tax assessor. 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 Calcasieu Parish Tax Assessor's financial statements or system of internal control nor assurance 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 Louisiana Tax Commission, the Honorable Robert Bryant, District Attorney for the Fourteenth Judicial District of Louisiana, and others as required by state law. 

GD:DD:DGP:dl 
First Assistant Legislative Auditor 



Executive Summary 
Calcasieu Parish Tax Assessor 

Our audit revealed that the former Calcasieu Parish Tax Assessor Kenneth Damsteadt conspired with a computer services vendor to inflate billings to the assessor's office and divert these overbillings to a company controlled by Mr. Darnsteadt. From January 7, 1994, through February 11,2000, Mr. Darnsteadt personally received $639,732 from the vendor in this manner In addition, from July 1994 through November 2000, Mr. Darnsteadt made purchases totaling $4,377 with an assessor office American Express card. The purchases are not supported by records detailing their business purpose and appear to be personal in nature. 
The Calcasieu Parish Assessor's Office should 
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Develop more formal project management standards for large-scale vendor- developed systems. This may be accomplished by: Requiting the vendor to provide detailed budgets and timetables for the work proposed. Requiring the vendor to supply detailed invoices that specify each task performed, the hours required, and the amount charged for that task. Requiring the vendor to supply written explanations for all additional work not specifically detailed in the contract. 
Designating an assessor office employee as liaison to the vendor with responsibility of reviewing all invoices and signing off on all payments to the vendor. Ensure that all disbursements are supported by original, detailed, and valid invoices and receipts. 



 



Background and Methodology 
Article VII, Section 24 of the Louisiana Constitution provides that the voters of each parish elect an assessor for a four-year term that is responsible for assessing all real and movable property in the parish. Completed assessments are submitted to the parish governing council and the Louisiana Tax Commission. 
Kenneth Damsteadt was elected Calcasieu Parish Tax Assessor in 1987. After being re-elected to serve three additional terms, he resigned on April 22, 2002. On September 30, 2002, Mr. Damsteadt was convicted on federal tax evasion charges and sentenced in federal court to serve 33 months imprisonment and monetary penalties of $192,613. The tax evasion charge involved Mr. Darnsteadt's failure to pay federal taxes on payments received from a vendor of computer services to the assessor's office. 
In November 2002, Richard Cole was elected Calcasieu Parish Tax Assessor The legislative auditor received information indicating that the payments made by the computer services vendor to the former tax assessor were improper. This audit was performed to determine whether services were actually received for payments made to the vendor and whether a portion of the profits generated by these payments was given to the former tax assessor. The procedures performed during this audit consisted of (1) interviewing employees of the tax assessor's office; (2) interviewing other persons as appropriate; (3) examining selected documents and records of the tax assessor's office and vendor; and (4) reviewing applicable state and federal laws and regulations. 



 



The former Calcasieu Parish Tax Assessor Kenneth Damsteadt conspired with a computer services vendor to inflate billings to the assessor's office and divert these overbillings to a company controlled by Mr. Damsteadt. From January 7, 1994, through February 11,2000 Mr. Darnsteadt personally received $639,732 fi'om the vendor in this manner. Background In April 1988, the Calcasieu Assessor's Office entered into a service work contract with Computer Data Services (CDS) under which CDS was to provide software for reappraisal, mapping, and data collection services to the assessor's office. This contract was continued under Kenneth Darnsteadt who assumed office as Calcasieu Parish Tax Assessor in January 1989. Under the contract, software and related materials were to be billed at $2,500 per month or $30,000 per year. Updates and (the development of) additional software were to be billed at $175 per hour. CDS also charged $15 an hour for all data input and research work. 
From January 1991 through July 2002, CDS billed the assessor's office a total of $1,602,628. Of this amount, only $345,000 or 21% consisted of the monthly $2,500 charges for reappraisal, mapping, and data collection software. The balance, $1,257,628, was charges for updates mad (the development of) additional software and was invoiced separately. 
The assessor's office does not have documentation supporting CDS's monthly $2,500 charge to the assessor's office. We consequently cannot determine the extent of work performed or the software and related materials provided for this fee. 



amount. A comparison of CDS bank records to assessor office records shows at least eight instances where CDS received a payment from the assessor's office and within one day would write a check to Service Tech for the same amount. 



Finding 
Mr. Darnsteadt stated that around February or March 2000, when the IRS approached him about his taxes, he told Mr. Teeters they could no longer inflate the invoices. Except for one additional invoice in January 2001, CDS's hourly billings to the assessor's office and CDS's payments to Service Tech both stopped in February 2000. The monthly $2,500 billings, however, continued through July 2002. Mr. Damsteadt stated that he performed services for part of the $639,732 he received from CDS through Service Tech. He estimated that he earned maybe 20%-25% of this money through assistance he provided to Mr. Teeters. He described this work as consulting though there is no documentation to support this claim. According to Mr. Darnsteadt, he spent the money he received from Service Tech on entertainment. He would travel, including some overseas trips, and eat out often. He stated, "As I got it, I would spend it. It's amazing." Mr. Damsteadt stated that his actions were wrong and he is ashamed of them. Services Not Performed by CDS 
According to current Calcasieu Tax Assessor Richard Cole, he was a Deputy Assessor in charge of the mapping system under Mr. Damsteadt. He stated that Mr. Teeters billed the assessor's office for PIN (Parcel Identification Number) tagging work that he and other office employees performed. He specifically stated that Mr. Teeters did not perform this work. However, a former Calcasieu Tax Assessor Preston Miller did work part-time performing PIN tagging work at the assessor's office. It was his understanding that Mr. Miller was paid by Mr. Teeters for this work. Mr. Miller is deceased. We attempted to speak with Mr. Teeters concerning this matter; however, he refused to speak with us. 

PIN tagging involves researching assessor office records to obtain the lot and block numbers for the property and inputting this number into a computer database. It is essentially research and data entry work and involves no programming. Had CDS actually performed this work, it should have been billed as research and data entry work at $15 an hour per the contract between CDS and the assessor's office. A review of the hourly-billed CDS invoices shows that between April 1994 and December 1995 there were 41 separate invoices that included PIN tagging services. Of these 41 invoices, 16 of them included only PIN tagging services. These 16 invoices ranged 



 
Calcasieu Par/sh Tax Assessor 

fi'om $3,150 to $9,475. The work involved with these 16 invoices was performed between June 1994 and September 1995. The total amount billed for the 16 invoices was $85,230. The $85,230 does not include the billing for the other 25 invoices with PIN tagging services. The lack of specificity on these invoices makes it impossible to separate PIN tagging services from other services described on the invoices. According to Mr. Cole, Mr. Miller performed about 30% of the PIN tagging work; he and other office employees performed the other 70% of the PIN tagging work. The $85,230 that CDS billed the assessor's office for PIN tagging work from June 1994 through September 1995 amounts to 5,682 hours if billed at the $15 per hour research and data entry rate offered by CDS. Broken down by days, Mr. Miller would have worked approximately 12 hours per day, without a day off, for 474 days. It appears highly implausible that Mr. Miller worked these hours. Moreover, it should be noted that Mr. Cole characterized Mr. Miller's work as part-time, and the hours per day calculation does not include the other 25 invoices because the cost of PIN tagging services could not be separated from other services on the invoices. Ultimap was the first mapping software used by the office. During 1993 or 1994, the office acquired Arc Info mapping software. According to Mr. Cole, employees of the Calcasieu Parish Police Jury transferred the data from the old Ultimap system to the new Arc Info system. The computer that had held the Ultimap files was disposed of at this time. However, a review of CDS invoices shows two invoices to the Calcasieu Assessor's Office for merging the Ultimap files and the Arc Info files. These two invoices totaled $12,720 and were billed in June 1998. CDS Services Appear Unnecessary According to Mr. Cole, the office's mapping system was essentially complete approximately five to six years ago. Nevertheless, CDS was paid to install another software program called Maptitude on its system at about this time. 
Mr. Cole stated that Mr. Teeters promoted Maptitude and encouraged the office staff to use it. Mr. Cole stated that to his knowledge neither he nor any of the office staff ever used the Maptitude system. Moreover, the office computer on which the Maptitude software was installed crashed five to six years ago, and the computer was never restarted (rebooted). The office currently maintains its records on the Arc Info system. From June 1997 through February 2000, CDS was paid $116,110 through 16 invoices to the Calcasieu Assessor's Office that included Maptitude services. However, because of lack of detail on the invoices we were unable to determine how much of this amount was for work performed on the Maptitude system. 



Fm~s 
The Conner tax assessor made purchases that have no documented business purpose and appear personal in nature. Between July 1994 and November 2000, Mr. Damsteadt made purchases totaling $4,377 with an assessor office American Express card. The purchases are not supported by records detailing their business purpose and appear to be personal in nature. The purchases included two rotmdtrip plane tickets to Madrid, Spain for $1,442 (the tickets were in the names of Mr. Darnsteadt and his wife, Donna Damsteadt); a trip to Florida with hotel stays and ear rental at Key West and Ft. Lauderdale for $1,408; and hotel and meal charges at Venice, and Grand Isle, Louisiana, totaling $560. We could find no evidence for the business purpose for these trips. 

Plane Tickets to Spain Purchased by Kenneth Darnstead and Paid for by the Caicasien Parish Assessor's Office In addition, there were questionable purchases from the following businesses: Boat Stuff in Houston, Texas; Academy Sporting Goods in Beaumont, Texas; Bass Pro Shop in Springfield, Missouri; and Riverside Trophies in Palm Beach, Florida. The total amount of these purchases was $906. We could not determine the items purchased because no invoices or sales receipts supported the payments. When we asked if he used the American Express card for personal purchases, Mr. Darnsteadt stated, "I was never involved in that or anything to that affect." Mr. Damsteadt resigned as the Calcasieu Parish Tax Assessor on April 22, 2002. He was subsequently convicted on federal tax evasion charges and is currently incarcerated in federal prison. 



Calcasieu Parish Tax Assessor 
This report has been provided to the District Attorney for the Fourteenth Judicial District of Louisiana. The actual determination as to whether an individual is subject to formal charge is at the discretion of the district attorney.1 

~ R.S. 42:1115 provides, in part, that no public servant shall solicit or accept, directly or indirectly, anything of economic value as a gift or gratuity from any person or employee of any person who has or is seeking to obtain contractual or other business or financial relationships with the public servant's agency. R.S. 14:67 provides, in part, that 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. R.S. 14:118(A) provides, in part. that public bribery is the giving or offering to give, directly or indirectly, anything of apparent present or prospective value to any public officer, public employee, or person in a position of public authority with the intent to influence his conduct in relation to his position, employment, or duty. The acceptance of, or the offer to accept, directly or indirectly, anything of apparent present or prospective value, under such circumstances, by any public officer, public employee, or person in a position of pubfic authority shall also constitute public bribery. ILS. 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. 14:134 provides, in part, that malfeasance in office is committed when any public officer or public employee shall (1) intentionally refuse or fail to perform any duty lawfully required of him, as such officer or employee; (2) intentionally perform any such duty in an unlawful manner; or (3) knowingly permit any other public officer or public employee, under his authority, to intentionally refuse or fail to perform any duty lawfully required of him or to perform any such duty in an unlawful manner. R.S. 14:140 provides, in part, that public contract fraud is committed when any public officer or efftployee 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 R.S. 14:230 provides, in part, that money laundering is the supervision or facilitation of a financial transaction involving proceeds kno~vn to be derived from criminal activity, when the transaction is designed in whole or in pan to conceal or disguise the nature, location, source, ownership, or the control of proceeds known to be derived from such violation or to avoid a transaction reporting requirement under state or federal law, It is also the receiving or acquisition or proceeds derived from any violation of criminal activity, or knowingly or intentionally engaging in any transaction that the person knows involves proceeds from any such violation, 
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RICHARD J. COLE, JR. ~~: ~ i~! :~ Assessor for Calcasieu Parish ~ ~z~:, P.O. Box 1346 ::~:~ Lake Charles, LA 70602 337-437-3461 / fax 337-437-4125 

January 30, 2004 Office of the Legislative Auditor State of Louisiana 
Mr. GroverAustin, ." , "" : : I have received t~!~pre~ttafi on the fraud audit Of~ ~al~uI,parish Assessor Office I have r~ dings that were presented by'Mr. Gary Duty ot your office. I feel that the ~dhlgs that wer~ presented ~n the pre~ draft were accurate and correct. As a result of the:audit findings, the Caleas[ell Parish Assessor'S Office has made several accountingehanges= We have started bidding out eontraeis~for computer services with detailed invoicing. ~We are only paying bills with detailed and ~valid invoices. We have also instaUed ~eeurity cheeks where ~he past problem will not happer~ again~ If the Calcasieu Parish Assessor'sOffiee or lean be of any further ser~'ee, feel free to contact us. 
Sincerely, 

l Richard J Cole, Jr Calcasieu Parish Assessor 


