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Reports
Report-1 Chair's Report
Presenter: Dr. Naccaman Williams

Report-2 Commissioner's Report
Presenter: Dr. Tom Kimbrell

Report-3 Recognition of Master Principal Awardees - Arkansas Leadership Academy
The Arkansas Leadership Academy will announce and and recognize Arkansas school principals completing the
Master Principal Program. Recipients will be announced from the podium.
Presenter: Diana Peer and Dr. Tom Kimbrell

Report-4 Coordinated School Health Report: NASBE/ASTHO, Collaborating for Success:
Advancing School Health Policies
The presenters will share information learned from national experts, federal agencies and eight participating states,
including Arkansas, while attending the NASBE/ASHTO, Collaborating for Success: Advancing School Health Policies
seminar. This seminar focused on collaboration between State Boards of Education and Health, the strength of state
level wellness policies, making the connection between academic achievement and policies to promote physical
activity, physical education and climate change.
Presenter: Brenda Gullett and Laura McDowell

Report-5 Arkansas School Performance Report
The goal of the Arkansas School Performance Report (Report Card) is to disseminate statistical performance
information to students, parents and interested community members so they can work with their schools to ensure
Arkansas provides every student access to an extraordinary education. This information is organized into seven
essential accountability indicators that all parents need to know: Student Achievement, School Performance,
Retention, Safe and Orderly Environment, Teacher Quality, Choice and School Funding.
Presenter: Dr. Charity Smith

Report-6 Arkansas Graduation Rate

The U.S. Department of Education has amended the existing regulations implementing Title I, Part A of the
Elementary and Secondary Education Act of 1965 (ESEA), by the No Child Left Behind Act of 2001 (NCLB). This
amendment, 34 C.F.R. §200.19, is designed to establish a uniform and accurate measure of the high school graduation
rate that is comparable across states by including new requirements for calculating graduation rate. The Title I
regulations require states and local educational agencies (LEAs) to report on their annual report cards a four-year
adjusted cohort graduation rate, disaggregated by subgroups, at the school, LEA, and state levels, respectively. This
report summarizes how the ADE and local school districts will comply with these regulations.
Presenter: Dr. Charity Smith

Consent Agenda
C-1

Minutes - April 11, 2011
Presenter: Phyllis Stewart

C-2

Commitment to Principles of Desegregation Settlement Agreement: Report on the
Execution of the Implementation Plan
By the Court Order of December 1, 1993, the Arkansas Department of Education (ADE) is required to file a monthly
Project Management Tool (PMT) to the court and the parties to assure its commitment to the Desegregation Plan. This
report describes the progress the ADE has made since March 15, 1994, in complying with the provisions of the
Implementation Plan (Plan) and itemizes the ADE's progress against the timelines presented in the Plan. The May
report summarizes the PMT for April.
Presenter: Dr. Charity Smith and Willie Morris

C-3

Newly Employed, Promotions and Separations
The applicant data from this information is used to compile the Applicant Flow Chart forms for the Affirmative Action
Report which demonstrates the composition of applicants through the selecting, hiring, promoting and terminating
process.
Presenter: Beverly Williams and Clemetta Hood

C-4

Report on Waivers to School Districts for Teachers Teaching Out of Area for
Longer than Thirty (30) Days, Ark. Code Ann. § 6-17-309
Act 1623 of 2001 requires local school districts to secure a waiver when classrooms are staffed with unlicensed
teachers for longer than 30 days. Waiver requests were received from 28 school districts covering a total of 37 teaching
positions. Long-term substitute waivers were requested from 9 school districts for a total of 10 waivers. None of these
requests were from a district in academic distress. These requests have been reviewed, either approved or denied by
Department staff and are consistent with program guidelines.
Presenter: Beverly Williams

C-5

Consideration of Recommendation of the Professional Licensure Standards Board
for a Written Reprimand and a Fine of $50 for Case #10-055 – Elizabeth HopsonScott
The Professional Licensure Standards Board Subcommittee on Ethics is recommending a written reprimand and a fine
of $50 for Elizabeth Hopson-Scott for violation of Standard 7: An educator refrains from using, possessing and/or being
under the influence of alcohol, tobacco, or unauthorized drugs while on school premises or at school-sponsored
activities involving students.

Presenter: Michael Smith

C-6

Consideration of Recommendation of the Professional Licensure Standards Board
for a Written Warning for Case #11-038 – Taneisha Tane Flowers
The Professional Licensure Standards Board Subcommittee on Ethics is recommending a written warning for Taneisha
Flowers for violation of Standard 1: An educator maintains a professional relationship with each student, both in and
outside the classroom.
Presenter: Michael Smith

C-7

Consideration of Recommendation of the Professional Licensure Standards Board
for a Written Warning for Case #11-051 – Scott Alan Walston
The Professional Licensure Standards Board Subcommittee on Ethics is recommending a written warning for Scott
Walston for violation of Standard 1: An educator maintains a professional relationship with each student, both in and
outside the classroom.
Presenter: Michael Smith

C-8

Consideration of Recommendation of the Professional Licensure Standards Board
for Probation of Teaching License for Two (2) Years and a Fine of $75 for Case #11052 – Lee Sadler
The Professional Licensure Standards Board Subcommittee on Ethics is recommending probation of the teaching
license for two (2) years of Lee Sadler with a fine of $75 for violation of Standard 1: An educator maintains a
professional relationship with each student, both in and outside the classroom.
Presenter: Michael Smith

Action Agenda
A-1

Arkansas Better Chance 2010-11 Funding Recommendations
Pursuant to the authority granted the State Board of Education, DHS/Division of Child Care and Early Childhood
Education requests approval of the attached recommendations under the Arkansas Better Chance program.
Presenter: Jamie Morrison

A-2

Consideration of Awarding Wavier Day - Alpena School District
The Alpena School District missed nine (9) days of school due to inclement weather prior to the April 25 outbreak of
severe weather. Five (5) days were accounted for in the 2010-11 school calendar. The other four (4) days were made
up by using three (3) days of spring break and Good Friday. School was cancelled April 26, 2011, due to flooding
(25% of the student body could not get to school), loss of power to the school and no phone service to the school.
The district is seeking a waiver of one (1) day making the 2010-2011 school year a total of 177 instructional days.
Presenter: James Trammell, Superintendent

A-3

Consideration of Awarding Wavier Days - Beebe School District
During the 2010-2011 school year, the Beebe School District missed a total of five (5) school days due to inclement
weather. The school district used days previously scheduled as holidays to make up the five missed days.
The district missed an additional three (3) days April 27-April 29, 2011, due to a tornado that damaged the elementary
school roof and caused loss of power to the main campus.

The district is seeking a waiver of three (3) days making the 2010-2011 school year a total of 175 instructional days.
Presenter: Dr. Belinda Shook, Superintendent

A-4

Consideration for Awarding Waiver Days - Clinton School District
During the 2010-2011 school year, the Clinton School District missed 11 days due to inclement weather. The District
will make up all missed days by using days previously scheduled for staff development, holidays, extending the school
year and attending school one Saturday.
The severe weather that occurred the later part of April left the district without water April 28 and 29. Therefore, an
additional two days were missed.
The district is seeking a waiver of two days making the 2010-2011 have a total of 176 instructional days.
Presenter: James McGaha, Superintendent

A-5

Consideration for Awarding Waiver Days - Des Arc School District
The Des Arc School District has committed all scheduled snow days to make up days missed due to inclement winter
weather.
Because of the severe weather that occurred the later part of April, the district has been closed due to flooding. The
river is not expected to crest until May 8, and the water will not recede for approximately 10 days.
The district is seeking a waiver of 15 days making the 2010-2011 school year have a total of 163 instructional days.
Presenter: Rick Green, Superintendent

A-6

Consideration for Awarding Waiver Day - Huntsville School District
During the 2010-2011 school year, the Huntsville School District missed 14 days due to inclement weather. The District
will make up all missed days by using days previously scheduled as holidays, two days of spring break, two days of
Thanksgiving break, two days of Christmas break and by extending the school year.
The severe weather in late April washed out roads and made low-water bridges impassable causing the district to miss
an additional day.
The district is seeking a one-day waiver making the 2010-2011 school year have a total of 177 instructional days.
Presenter: Shelby Sisemore, Superintendent

A-7

Consideration of Awarding Waiver Days - Pulaski County Special School District
The severe weather that occurred the later part of April damaged North Pulaski High making it necessary to close the
school April 26, 27 and 28. The storm also caused power outage at Arnold Drive Elementary and school was closed
April 26 and 27. Lawson Elementary was also without power and was closed Apri1 26.
The district is seeking a waiver of three days for North Pulaski High; a waiver of two days for Arnold Drive Elementary;
and a one-day waiver for Lawson Elementary.
Presenter: Dr. Charles Hopson, Superintendent

A-8

Consideration for Awarding Waiver Days - Vilonia School District

During the 2010-2011 school year, the Vilonia School District missed a total of five (5) school days due to inclement
weather. The district missed an additional four (4) days April 26-April 29, 2011, after a tornado left much of the
community in ruins.
The district is seeking a waiver of four (4) days making the 2010-2011 school year a total of 174 instructional days.
Presenter: Dr. Frank Mitchell, Superintendent

A-9

Request for Open-Enrollment Public Charter School Charter Amendment: Little
Rock Preparatory Academy
The State Board of Education approved the application for Little Rock Preparatory Academy at its November 4, 2008
meeting. Grades 5-8 are served with a maximum enrollment of 432. The entity is requesting a hearing before the State
Board of Education to amend their current charter regarding grade levels of service, school management, and
additional waivers.
Presenter: Dr. Mary Ann Duncan

A-10

Consideration for Approval of the Arkansas Department of Education’s
Recommendation to Cease Norm-Referenced Testing of Kindergarteners as Part of
the Large-Scale Assessment Program
The Arkansas Department of Education has contacted all fifty states and the District of Columbia to determine whether
or not they are assessing kindergarteners with a norm-referenced test as part of their large-scale state assessment
program. Four states did not respond. All other states do not use a norm-referenced test as part of their large-scale
state testing program for kindergarteners.
Therefore, because of issues of developmental appropriateness, it is recommended that the State Board of Education
give requisite approval to the Arkansas Department of Education’s recommendation to cease norm-referenced testing
of kindergarteners as part of the large-scale assessment program. Appropriate emphasis for state-level assessment for
kindergarteners shall focus on a robust and comprehensive screener and the use of formative assessment.
Presenter: Dr. Gayle Potter

A-11

Request for Change in Boundary Lines between the Foreman School District No.
25 of Little River County and the Horatio School District No. 55 of Sevier County
Pursuant to Ark. Code Ann. § 6-13-1414, the Foreman School District requests that the State Board change the
boundary line separating the Foreman School District from the Horatio School District. The Horatio School District
opposes this request. Copies of the following are attached for review by the State Board: (1) The notice letters to the
parties; (2) Proposed State Board hearing procedures; (3) A copy of the applicable law, Ark. Code Ann. § 6-13-1414;
(4) Submissions by the Foreman School District; (5) Submissions by the Horatio School District; and (6) Maps of the
Foreman and Horatio school districts.
Presenter: Jeremy Lasiter, ADE General Counsel; George Matteson, Attorney for Foreman School District; Jay
Bequette, Attorney for Horatio School District

A-12

Classification of North Little Rock School District in Fiscal Distress

Pursuant to Ark. Code Ann. §6-20-1905, the North Little Rock School District received notice by certified mail as being
identified by the Arkansas Department of Education for Fiscal Distress status. The recommendation for classification,
and any appeal will be presented at the May 16, 2011, State Board meeting. The District was informed at the time of
identification that they could not incur any future debt obligations without prior written approval from ADE.

The deadline for appeal was May 1, 2011, and North Little Rock did not file an appeal.
The Department recommends that the North Little Rock School District be classified as being in Fiscal Distress.
Presenter: Bill Goff

A-13

Classification of Earle School District in Fiscal Distress
Pursuant to Ark. Code Ann. §6-20-1905, the Earle School District received notice by certified mail as being identified by
the Arkansas Department of Education for Fiscal Distress status. The recommendation for classification, and any
appeal will be presented at the May 16, 2011 State Board meeting. The District was informed at the time of
identification that they could not incur any future debt obligations without prior written approval from ADE.
On March 18, 2011, the Earle School District filed a letter of appeal. Therefore, the State Board will need to consider
the Earle School District’s appeal.
The Department recommends that the Earle School District be classified as being in Fiscal Distress.
Presenter: Bill Goff

A-14

Classification of Pulaski County Special School District in Fiscal Distress
Pursuant to Ark. Code Ann. §6-20-1905, the Pulaski County Special School District received notice by certified mail as
being identified by the Arkansas Department of Education for Fiscal Distress status. The recommendation for
classification, and any appeal will be presented at the May 16, 2011 State Board meeting.
The District was informed at the time of identification that they could not incur any future debt obligations without prior
written approval from ADE. On April 28, 2011, the Pulaski County Special School District filed a letter of
appeal. Therefore, the State Board will need to consider the Pulaski County Special School District’s appeal.
The Department recommends that the Pulaski County Special School District be classified as being in Fiscal Distress.
Presenter: Bill Goff

A-15

Consideration of Surrender of Teacher License – Craig Wadley
Craig Wadley voluntarily surrendered his license after conviction for a disqualifying offense with the understanding that
the Board does not have a method for accepting surrender of a license and that his surrender would result in
permanent revocation. The State Board of Education may take disciplinary action against an educator’s license if the
educator has been convicted of a disqualifying offense under Ark. Code Ann. § 6-17-410. Mr. Wadley is not
represented by counsel in this matter.
Presenter: Katherine Donoven

A-16

Hearing on Waiver Request for Certified Teacher’s License – David Yarbrough
David Yarbrough is up for renewal of his license and requests a waiver for his February 27, 2011 conviction for felony
theft of property from the Guy-Perkins School District for misappropriation of band booster funds and district activity
funds while he was their music director. He resigned February 25, 2011. The State Board of Education may take
disciplinary action against an educator’s license if the educator has been convicted of a disqualifying offense under Ark.
Code Ann. § 6-17-410. Mr. Yarbrough is not represented by counsel.
Presenter: Katherine Donoven

A-17

Hearing on Waiver Request for Certified Teacher License – John Ford

John Ford has applied for his initial teaching license and requests a waiver for his October 8, 1981 disqualifying
convictions for two felonies, theft of property and breaking and entering, for which he completed a ten year suspended
imposition of sentence and his record was sealed June 10, 2010. His is graduating from ASU Jonesboro this spring.
The State Board of Education may take disciplinary action against an educator’s license if the educator has been
convicted of a disqualifying offense under Ark. Code Ann. § 6-17-410. Mr. Ford requests a waiver of his disqualifying
convictions. He is not represented by counsel.
Presenter: Katherine Donoven

A-18

Hearing on Waiver Request for Certified Teacher License – Rodney Major.
Rodney Major requests a waiver hearing. His license was revoked in AL and MS; however, both have reinstated his
licenses. He has a felony conviction in Alabama which was pardoned. He is currently on probation for violation of the
Ethics Code in PLSB Case No. 10-049 for violation of standard 1 in November 2009.
The State Board of Education may take disciplinary action against an educator’s license when it has been revoked in
another state, when an educator has a disqualifying conviction, or when an educator knowingly submits or provides
false or misleading information or knowingly fails to submit or provide requested information to the Department of
Education under Ark. Code Ann. § 6-17-410. Mr. Major requests a waiver of his felony conviction, licensure
revocation, and his failure to report those disqualifiers. He is not represented by counsel.
Presenter: Katherine Donoven

A-19

Consideration of Approval for Public Comment: Amended Rules Governing
Athletic Expenditures for Public Schools
The primary objective of the proposed amendment is to provide a more reasonable allocation method for school
districts to use in recording the cost of property insurance, utilities and other facilities costs that pertain to athletics.
Presenter: Bill Goff

A-20

Consideration for Approval for Public Comment: Repeal Rules Governing Use of
Net Athletic Event Gate Receipts by Public Schools
Consideration for Approval for Public Comment: Repeal Rules Governing the Use of Net Athletic Event Gate Receipts
by Public School Districts. The provisions of this rule are being included in the proposed amended Rules Governing
Athletic Expenditures for Public Schools.
Presenter: Bill Goff

A-21

Consideration of Approval of Nominated Members for the Professional Licensure
Standards Board to Replace Members Whose Terms are Expiring June 30, 2011
Pursuant to § 6-17-422 members of the PLSB serve rotating terms. Three (3) members of the Professional Licensure
Standards Board will complete their three-year terms on June 30, 2011. Nominations to fill these positions are as
follows: Brad Baine, Dean of College of Education, Williams Baptist College, has been nominated by the Arkansas
Council of Deans to represent Private Institutions of Higher Education. His term will expire June 30, 2014. Evelyn
Thrower, Special Education Teacher and Media Center Director at Bearden High School in the Bearden School District,
has been nominated for re-appointment by the Arkansas Education Association to represent classroom teachers from
the 4th through 8th grades. Her term will expire June 30, 2014. Dr. Randy Willison, Superintendent of Batesville School
District, has been nominated by the Arkansas Association of Educational Administrators to represent Rural School
Superintendents. His term will expire June 30, 2014
Presenter: Beverly Williams

A-22

Election of Officers: State Board of Education for Fiscal Year 2011-2012
In accordance with the Operating Guidelines, a Nominating Committee was formed at the March 14, 2011 meeting.
Members include Alice Mahony, Chair, Brenda Gullett and Toyce Newton. The Nominating Committee reported their
recommended slate of officers April 11, 2011. Nominations included: Chairman: Dr. Ben Mays; Vice-Chairman: Jim
Cooper.
Presenter: Dr. Naccaman Williams

Minutes
State Board of Education Meeting
Monday, April 11, 2011

The State Board of Education met Monday, April 11, 2011, in the auditorium of
the Department of Education building. Dr. Naccaman Williams, Chairman, called
the meeting to order at 9 a.m.
Present: Dr. Naccaman Williams, Chairman; Dr. Ben Mays, Vice-Chair; Sherry
Burrow; Jim Cooper; Brenda Gullett; Sam Ledbetter; Alice Mahony;
Vicki Saviers; Toyce Newton; Dr. Tom Kimbrell, Commissioner; and
Vandy Nash, Arkansas Teacher of the Year
Absent: None
Reports
Chair’s Report:
Ms. Gullett gave an overview of the NASBE/CCSSO Conference held at the end of
March. She was part of a group that spent a couple hours with Secretary Arne
Duncan discussing hot topic education issues. She said the Secretary was
resolute in not granting waivers from Adequate Yearly Progress. Instead, he
asked states to contact their congressional delegates and urge them to authorize
ESEA.
Commissioner’s Report:
Dr. Kimbrell reported the General Assembly was completing final work on
redrawing the state’s congressional districts. He said the Department had some
hard work ahead in developing rules for recently enacted legislation particularly
regarding the teacher excellence and support system effective 2014-15, the
same time as full implementation of Common Core State Standards and a new
assessment system.
National Title I Distinguished School Program
Eastside Elementary School in the Rogers School District was recognized for its
school-wide academic performance over the past two years. Gibbs Albright
Elementary School in the Newport School District was acknowledged for reducing
the academic achievement gap between sub-groups. Both schools represented
the state at the National Title I conference in January.
Coordinated School Health: School Flu Vaccination Clinics
Randy Lee, Director of Local Public Health, expressed appreciation to the
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Department and the state’s school districts for their assistance in offering flu
vaccinations to students in grades K-12. According to Mr. Lee, approximately
300,000 doses were administered in the seasonal school clinics. He said
vaccinating school-age students helps reduce the spread of flu which means
fewer parents missing work.
Consent Agenda
Ms. Gullett moved, seconded by Ms. Saviers, approval of the Consent Agenda.
The motion carried unanimously.
Items included in the Consent Agenda:
•
•
•
•
•

•
•

Minutes of the March 14, 2011, Board Meeting
Commitment to Principles of Desegregation Settlement Agreement: Report
on the Execution of the Implementation Plan
Newly Employed, Promotions and Separations
Waivers to School Districts for Teachers Teaching Out of Area for Longer
than 30 Days
A revolving loan application for Norphlet School District--$75,760; and
ten—second lien bond applications—Bald Knob School District-$1,455,000; Bryant School District--$25,655,000; County Line School
District--$1,270,000; Cutter Morning Star School District--$215,000; Glen
Rose School District--$460,000; Hamburg School District--$635,000;
Parkers Chapel School District--$1,045,000; Pottsville School District-$1,560,000; Russellville School District--$10,450,000; Southside School
District--$2,070,000.
A progress report of five school districts in fiscal distress—Armorel, Forrest
City, Helena-West Helena, Strong-Huttig and Yelleville-Summit.
Sanctions for Teachers as Recommended by the Professional Licensure
Standards Board
o
o
o

Ronald Hart
Clem Bilgischer
Brenda Taylor

Action Agenda
(Complete records of the hearings are available in the State Board office.)
Arkansas Better Chance 2010-11 Funding Recommendation
Ms. Mahony moved, seconded by Ms. Saviers, to approve a recommendation for
Arkansas Better Chance funding in the amount of $12,000 to the Jefferson
Comprehensive Care PAT program. The motion carried unanimously.
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Consideration for Awarding Waiver Day – Jasper School District
Kerry Saylors, Jasper School District Superintendent, reported his district missed
11 days due to inclement weather. He said the district would make up 10 days
by using three (3) days of spring break, Good Friday and by adding the
remainder of the days to the end of the school year. Mr. Saylors requested a
one-day waiver making the 2010-2011 school year a total of 177 instructional
days.
Mr. Cooper moved, seconded by Mr. Ledbetter, to grant the one-day waiver. The
motion carried unanimously.
Classification of District in Fiscal Distress—Dermott School District
Bill Goff, Assistant Commissioner for Fiscal Services, presented a recommendation to identify the Dermott School District as fiscally distressed because
of declining fund balances. The district did not appeal the designation.
Ms. Saviers moved, seconded by Mr. Cooper, to identify the Dermott School
District as being in fiscal distress. The motion carried unanimously.
Classification of District in Fiscal Distress—West Side Cleburne County
School District
Bill Goff, Assistant Commissioner for Fiscal Services, presented a recommendation to identify the West Side Cleburne County School District as fiscally
distressed because of declining fund balances. The district did not appeal the
designation.
Mr. Ledbetter moved, seconded by Ms. Mahony, to identify the West Side
Cleburne County School District as being in fiscal distress. The motion carried
unanimously.
Classification of District in Fiscal Distress—Earle School District
At the request of the school district, this item was postponed until the May State
Board meeting.
Request for District Conversion Charter School Hearing: Little Rock
School District Felder Alternative Learning Academy
Dr. Larry Russell, Charter School Education Program Analyst, presented a request
from the Little Rock School District to surrender the charter of the Felder
Alternative Learning Academy effective June 30, 2011.
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Dr. Morris Holmes, Interim Superintendent of the Little Rock School District,
explained that Felder Academy was started in 2005 as a joint project of the three
Pulaski County school districts and the Pulaski County government to serve
adjudicated youth. Dr. Holmes said the Pulaski County Special School District and
the North Little Rock School District had withdrawn from the project leaving the
Little Rock School District saddled with the costs.
Dr. Holmes said students could be served at the district’s other alternative school
saving the district approximately $1.2 million per year.
Mr. Ledbetter moved, seconded by Dr. Mays, to approve the Little Rock School
District’s request to surrender the Felder Academy charter effective June 30,
2011. The motion carried unanimously.
Request for Open Enrollment Public Charter School Amendment: LISA
Academy
Dr. Larry Russell, Charter School Education Program Analyst, presented a request
from LISA Academy to amend their charter to include grades 4 and 5 and
increase their student enrollment cap from 600 to 800.
Board members expressed concern that the high school program is on alert
status because African American students and students from low-income families
have failed to meet minimum achievement requirements on End-of-Course
exams in algebra I and geometry.
Superintendent Cuneyt Akdemir said the high school program was quality and
pointed to the college placement of recent graduates, the above-average student
success rate on Advanced Placement exams and the school’s ACT scores that are
above the state’s average.
Ms. Burrow moved, seconded by Ms. Newton, to approve the request to amend
the charter to include grades 4 and 5 and increase the enrollment by 200. The
motion failed six to two in a roll call vote.
Yeas: Newton and Burrow
Nays: Gullett, Mays, Ledbetter, Mahony, Saviers, Cooper
Consideration of Acceptance of Surrender of Teaching License by
Ginger Robbin Garcia
Ginger Robbin Garcia surrendered her teaching license as part of a plea
agreement in Crawford County for theft by deception.
Dr. Mays moved, seconded by Ms. Saviers, to accept the surrender of the
teaching license of Ginger Robbin Garcia. The motion carried unanimously.
4

Hearing on PLSB Case #09-084 Steven Lynch
Katherine Donoven, PLSB counsel, said former Bergman School District coach
Steven Lynch violated Standard 1 of the Code of Ethics when he failed to
appropriately supervise and discipline students during a basketball camp. Ms.
Donoven said the subcommittee recommended a written reprimand and $50 fine.
Marcia Barnes, legal counsel representing Mr. Lynch, said the school district
failed to assist Mr. Lynch in the investigation. She argued that Mr. Lynch
responded as directed by the principal to conduct an investigation. Ms. Barnes
asked that the finding and the fine be dismissed.
Mr. Ledbetter moved, seconded by Ms. Saviers, that the complaint was not
substantiated and that the case be closed. The motion carried unanimously.
Hearing on Waiver Request for Certified Teacher’s License-Barbara
Flint
PLSB Attorney Katherine Donoven reported that when Barbara Flint applied for
her initial teaching license it was discovered she had a felony theft of public
benefits conviction from Faulkner County in 2002.
Ms. Flint said the conviction was because of failure to report all income. She
graduated from college with honors and passed the first background check. After
completing the field experience she discovered she failed the second background
check. She said she paid the fine and served her probation and thought the
record was sealed.
Ms. Newton moved, seconded by Ms. Burrow, to grant the waiver with the
stipulation that while serving two years probation there would be no violation of
Code of Ethics. The motion carried unanimously.
Consideration of Request to Suspend the Teaching License of Four
National Board of Professional Teaching Standards Candidates Who
Owe Money to ADE
Beverly Williams, Assistant Commissioner of Human Resources, Licensure and
Teacher Quality, reported that Sam Davis, Teresa Grant, Michael Holcomb and
Lamarcia Miller failed to complete the NBPTS program and, therefore, owed the
Department money. She said all attempts to contact the individuals and collect
the money failed.
Mr. Cooper moved, seconded by Dr. Mays, to suspend the teaching license of the
individuals until payment is received. The motion carried unanimously.
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Consideration of New Praxis II Cut Scores in Art and Principles of
Learning and Teaching to be Effective September 1, 2011
Assistant Commissioner Beverly Williams presented a recommendation for the
following Praxis II assessments and cut scores:
Art Content Knowledge exam (#0134) with a cut score of 158
Art Content and Analysis exam (#0135) with a cut score of 161
PLT: Early Childhood exam (#0621) with a cut score of 157
PLT: Grades 5-9 exam (#0623) with a cut score of 160
PLT: Grades 7-12 exam (#0624) with a cut score of 157
Ms. Saviers moved, seconded by Ms. Gullett, to approve the Praxis II tests and
cut scores. The motion carried unanimously.
Consideration of Waiver Requests for Licensure Purposes of Teachers
Assisting in the Development of the Praxis II Exam for Instructional
Facilitators
Beverly Williams presented a request for waiver from testing for the eleven
teachers who assisted in the development of the Praxis II exam for instructional
facilitators.
Mr. Cooper moved, seconded by Mr. Ledbetter, to approve the waiver. The
motion carried unanimously.
The Board will discuss the instructional facilitator endorsement at the May
meeting.
Request to Address the Board: Unifying Voices for Quality Education
Dr. Mary Olson, a member of the Unifying Voices for Quality Education
organization in Helena-West Helena, addressed the Board and asked for
assistance in stopping the elimination of 120 district employees. She said the
reduction in force plan proposed by the school district needed to be stopped until
the community has confidence in its superintendent and can develop a strategic
plan.
Change in May Board Meeting
It was announced that the May meeting would be moved from May 9 to May 16.
Adjournment
The meeting adjourned at 3:16 p.m.

These minutes were recorded by Phyllis Stewart.
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ADE’S PROJECT MANAGEMENT TOOL EXECUTIVE SUMMARY
APRIL 30, 2011
This document summarizes the progress that ADE has made in complying with the provisions of the
Implementation Plan during the month of April 2011.
IMPLEMENTATION PHASE ACTIVITY
I.

Financial Obligations
A.

As of March 31, 2011, State Foundation Funding payments paid for FY 10/11
totaled $42,502,728 to LRSD, $26,025,448 to NLRSD, and $32,227,900 to
PCSSD.

B.

As of March 31, 2011, the Magnet Operational Charge paid for FY 10/11 totaled
$11,026,391. The allotment for FY 10/11 was $15,051,190.

C.

As of March 31, 2011, the M-to-M incentive checks paid for FY 10/11 totaled
$3,433,633 to LRSD, $4,192,237 to NLRSD, and $7,334,831 to PCSSD.

D.

ADE pays districts three equal installments each year for their transportation budgets.

1.

In September 2010, General Finance made the last one-third payment to the
Districts for their FY 09/10 transportation budget. As of September 30, 2010,
transportation payments for FY 09/10 totaled $4,054,730.00 to LRSD,
$1,471,255.67 to NLRSD, and $2,544,356.20 to PCSSD.

2.

In September 2010, General Finance made the first one-third payment to the
Districts for their FY 10/11 transportation budget. As of September 30, 2010,
transportation payments for FY 10/11 totaled $1,354,368.33 to LRSD,
$510,218.13 to NLRSD, and $905,109.15 to PCSSD.

3.

In February 2011, General Finance made the second one-third payment to the
Districts for their FY 10/11 transportation budget. As of February 28, 2011,
transportation payments for FY 10/11 totaled $2,708,736.66 to LRSD,
$1,020,436.26 to NLRSD, and $1,810,218.30 to PCSSD.

E.

Bids were opened on May 7, 2010 for sixteen Magnet and M-to-M buses. The low bid
was by Diamond State Bus Sales for a total of $1,135,960. There are fourteen 65
passenger buses at $71,210 per unit and two 47 passenger units at $69,510 per unit. Little
Rock will get 8 - 65 passenger buses. Pulaski County Special will get 4 – 65 passenger
buses and 2 – 47 passenger buses. North Little Rock will get 2 – 65 passenger buses. In
September 2010, 16 new Magnet and M-to-M buses were delivered to the districts in
Pulaski County. Finance paid Diamond States Bus Sales $1,135,960.

F.

In July 2010, Finance paid the Magnet Review Committee $92,500. This was the
total amount due for FY10/11.

G.

In July 2010, Finance paid the Office of Desegregation Monitoring $200,000. This was
the total amount due for FY 10/11.

II.

Monitoring Compensatory Education
On April 7, 2011, the ADE Implementation Phase Working Group met to review the
Implementation Phase activities for the previous quarter. Mr. Willie Morris, ADE Lead Planner
for Desegregation, updated the group on all relevant desegregation issues. There was discussion
about the lawsuit from the Little Rock School District that accuses the state of violating the
desegregation agreement by approving charter schools in Pulaski County. The ADE has asked
U.S. District Judge Brian Miller to reject the Little Rock School District subpoena of information
about students attending charter schools. An attorney for the ADE stated that the requested
information could not be released because of Federal student privacy regulations. Judge Miller
said that he would delay a decision about the subpoena until after his decision about whether or
not the Pulaski County Special and North Little Rock districts should be given unitary status. A
report released by Attorney General Dustin McDaniel stated that some of the desegregation
funding provided to the Pulaski County Special and North Little Rock districts was placed in their
general funds instead of being used for desegregation purposes. The financial records for the
Little Rock School District are being analyzed. The 88th Arkansas General Assembly passed an
act to provide oversight of and accountability for state desegregation funding received and
expended by the Pulaski County school districts. The next Implementation Phase Working Group
Meeting is scheduled for July 7, 2011 at 1:30 p.m. in room 201-A at the ADE.

III.

A Petition for Election for LRSD will be Supported Should a Millage be Required
Ongoing. All court pleadings are monitored monthly.

IV.

Repeal Statutes and Regulations that Impede Desegregation
The ADE attorney is reviewing laws and regulations to look for any that may impede
desegregation.

V.

Commitment to Principles
On April 11, 2011, the Arkansas State Board of Education reviewed and approved the PMT and
its executive summary for the month of March.

VI.

Remediation - Evaluate the impact of the use of resources for technical assistance
On March 17, 2011, ADE staff met with the grant writing team at Jacksonville High School in the
PCSSD. The group established accounts to allow PCSSD staff to pull reports for use as
perceptual data. ADE staff reviewed and assisted with data needed to evaluate grant goals.
On March 29, 2011, the ADE conducted a webinar to train district personnel on issues related to
measuring Adequate Yearly Progress (AYP). Topics included four-year adjusted cohort
graduation rate, extended year graduation rate, documentation required for adjusting the
graduation cohort, graduation lag, graduation rate used in AYP, updating enrollment information
before data for test labels is pulled, and restrictions on restarting the school improvement timeline
for schools.

VII.

Test Validation
On February 12, 2001, the ADE Director provided the State Board of Education with a special

update on desegregation activities.

VIII.

In-Service Training
On March 15, 2011, LRSD mid-level special educators attended a Site-Based Observation
Training at Forrest Heights Middle School. This was Part I of their monthly Instructional Clinic
professional development. The observation took place in a special education resource literacy
class in which the teacher was implementing a workshop model. After the observation, the
teachers debriefed and discussed the observation protocol and implications for their own
classrooms.

IX.

Recruitment of Minority Teachers
In December 2010, the ADE Office of Professional Licensure sent a request to the three Pulaski
County school districts asking for a list of anticipated teacher shortage areas by grade and subject.
During the month of December 2010, the ADE Office of Professional Licensure contacted all
institutions of higher education with teacher education programs requesting a listing of minority
graduates for the fall of 2010.
In December 2010, the ADE Professional Licensure Unit contacted all Pulaski County school
districts asking for a statement evaluating the effectiveness of ADE minority recruitment
assistance.

X.

Financial Assistance to Minority Teacher Candidates
Ms. Lisa Smith of the Arkansas Department of Higher Education reported minority scholarships
for Fiscal Year 2010-2011 on April 11, 2011. These included the State Teacher Assistance
Resource (STAR) Program, the Minority Teacher Scholars (MTS) Program, and the Minority
Masters Fellows (MMF) Program. The scholarship awards are as follows:
STAR
Male Male Female Female Total
Total
Race
Count Award Count Award Count Award
White
13 60,000
61
232,500 74 292,500
Black
1
3,000
9
28,500 10
31,500
Hispanic
1
3,000
1
3,000
Other
2
9,000
2
9,000
Totals
14 63,000
73
273,000 87 336,000
MTS
Male
Race
Count
Black
3
Asian
Native Amer
Totals
3
MMF
Race
Black
Totals

Male Female Female Total
Award Count Award Count
12,500
7
27,500 10
1
5,000
1
1
5,000
1
12,500
9
37,500 12

Total
Award
40,000
5,000
5,000
50,000

Male Male Female Female Total
Count Award Count Award Count
1 3,750
8
21,250
9
1 3,750
8
21,250
9

Total
Award
25,000
25,000

XI.

Minority Recruitment of ADE Staff
The MRC met on November 3, 2010 at the ADE. A report was presented at the meeting that
showed ADE employees in grades C121 to C129 by race and section for the quarter ending
September 30, 2010. A graph was also presented that showed the percentage of black, white and
other employees for the ADE as a whole and by division. During the quarter ending September
30, 2010, the following three groups met the Desegregation Agreement target of 25% black:
Central Administration, Academic Accountability, and Research & Technology. The ADE as a
whole was 21% black.

XII.

School Construction
This goal is completed. No additional reporting is required.

XIII.

Assist PCSSD by communicating with local colleges and universities to facilitate lowering the
cost of Black History course offerings to its certified staff
Goal completed as of June 1995.

XIV.

Scattered Site Housing
This goal is completed. No additional reporting is required.

XV.

Standardized Test Selection to Determine Loan Forgiveness
Goal completed as of March 2001.

XVI.

Monitor School Improvement Plans - Follow-up and assist schools that have difficulty
realizing their school improvement objectives
On March 31, 2011, Pulaski County Special School District personnel met in the district’s special
education director’s office with State Personnel Development Grants (SPDG) consultants to
discuss special education services at PCSSD middle schools. The purpose of SPDG authorized
under the Individuals with Disabilities Education Act (IDEA) 2004 Amendments is to assist
SEAs in reforming and improving their systems for personnel preparation and professional
development in early intervention, educational, and transition services in order to improve results
for children with disabilities. Implementation of Scholastic READ 180 and Scholastic System 44
for students with disabilities was discussed. Scholastic READ 180 is a comprehensive system of
curriculum, instruction, assessment and professional development proven to raise reading
achievement for struggling readers, designed to maximize student engagement, teacher
effectiveness, and leader empowerment. Scholastic System 44 is a foundational reading and
phonics program designed for the most challenged, struggling readers. The group talked about
developing a plan for informal assessment and progress monitoring for students with disabilities.
How to determine when co-teaching is an appropriate service delivery model was also discussed.

XVII. Data Collection
The ADE Office of Public School Academic Accountability has released the 2010 Arkansas
School Performance Report (Report Card). The purpose of the Arkansas School Performance
Report is to generally improve public school accountability, to provide benchmarks for measuring
individual school improvement, and to empower parents and guardians of children enrolled in
Arkansas public schools by providing them with the information to judge the quality of their
schools. The Department of Education annually produces a school performance report for each
individual public school in the state.

XVIII. Work with the Parties and ODM to Develop Proposed Revisions to ADE’s Monitoring and
Reporting Obligations
On July 10, 2002, the ADE held a Desegregation Monitoring and Assistance Plan meeting for the
three school districts in Pulaski County. Mr. Willie Morris, ADE Lead Planner for
Desegregation, presented information on the No Child Left Behind Act of 2001. A letter from
U.S. Secretary of Education, Rod Paige, was discussed. It stated that school districts that are
subject to a desegregation plan are not exempt from the public school choice requirements. “If a
desegregation plan forbids the school district from offering any transfer option, the school district
should secure appropriate changes to the plan to permit compliance with the public school choice
requirements”. Schools in Arkansas have not yet been designated “Identified for Improvement”.
After a school has been “Identified for Improvement”, it must make “adequate yearly progress”.
Schools that fail to meet the definition of “adequate yearly progress”, for two consecutive years,
must provide public school choice and supplemental education services. A court decision
regarding the LRSD Unitary Status is expected soon. The LRSD and the NLRSD attended the
meeting. The next meeting about the Desegregation Monitoring and Assistance Plan will be held
in August, 2002, after school starts.

NEWLY EMPLOYED FOR THE PERIOD OF March 19 – April 15, 2011
*Brandon McClinton – Administrative Specialist I, Grade C106, Division of Human Resources /Licensure, Time
and Leave, effective 03/28/11.
*Al Morgan – ADE APSCN Field Analyst, Grade C121, Division of Fiscal and Administrative Services, Arkansas
Public School Computer Network (APSCN), effective 03/28/11.

PROMOTIONS/ LATERAL TRANSFERS FOR THE PERIOD OF March 19 – April 15, 2011
Michael Smith – from Education Investigator, Grade C121, Division of Human Resources /Licensure, Professional
Licensure Standards Board, to Education Chief Investigator, Grade C125, Division of Human Resources
/Licensure, Professional Licensure Standards Board, effective April 11, 2011.
SEPARATIONS FOR THE PERIOD OF March 19 – April 15, 2011
James Harrison – Administrative Specialist III, Grade C112, Division of Research and Technology, Technical
Support, effective 04/15/11. 2 Years, 0 months, 25 days. Code: 01
Linda Remele – ADE Special Advisor, Grade N908, Division of Learning Services, Federal Programs, effective
03/22/11. 0 Years, 7 months, 27 days. Code: 01

*Minority

AASIS Code:
01 – Voluntary Termination

1
1
1
1

1
1

2

1
1
2

1
1

Ark. School For The Deaf

Ashdown School District

Bentonville School District

Camden Fairview School
Dist.

Cedar Ridge School District

Cedarville School District

Cutter Morning Star School
District

Elkins School District

Fayetteville School District

First Step, Inc.

Foreman School District

Greenwood School District

4101

0401

5204

3212

1702

2601

7201

7203

4102

6602

District

6092

LEA

# Waivers
Requested
License Areas

PE/Wellness/Leisure

300

230
169

Business Technology
Science, MS Science, Life/Earth
Science, Adult Education
Life/Earth Science; Social
Studies

Gadberry, Sheila
Stolz, Randallene
Jennifer

Clements, Linda

1 of 4

ECE P-4, Elementary K-6

PE/Wellness/Leisure

168

293

231

Stephenson, Lianne Elem 1-6
Friday, Cody

231

ECE P-4

Owens, Breanna

Kornig, Carol

299

411

318

Business Technology

Special Education K-12
Physical Education; Coaching,
MS Social Studies

209

107

168

169

ALP
Code

Gadberry, Sheila

Parks, Terry

Seay, Janet

Churchman, Ashley ECE P-4
Middle School Math/
Elementary 1-6
Steelman, Alicia

Long, John

Sappington, Daniel Life/Earth Science 7-12

Teacher

Waivers for Teachers Teaching Out of Area
May 2011

10-11

10-11

10-11

10-11

Granted

Granted

Granted

Granted

Science/Mathematics 4-8

Coaching 7-12

Sp Ed Ech Inst Specialist P-4

Sp Ed Ech Inst Specialist P-4

Physical /Earth Science 7-12

Sp Education Instructional
Specialist 4-12

Guidance & Counseling 7-12

Guidance & Counseling P-8

10-11

10-11

10-11

10-11

10-11

Granted

Granted

Granted

Granted

Granted

09-10,
10-11 Granted

09-10,
10-11 Granted

09-10,
10-11 Granted

09-10,
Curr Program Adm. Sp. Ed P-4 10-11 Granted
Career Orientation
Endorsement 7-12
10-11 Granted

Algebra I Endorsement 8

Grade 5/6 Endorsement (P-4)

Science/Mathematics 4-8

Physical /Earth Science 7-12

Out of Area

Yrs Granted/
ALP Denied

2

1

1

1
3

1

1

1

1

Hampton School District

Jasper School District

Lincoln School District

Little Rock School District

McCrory School District

Mineral Springs School
District

Nevada School District

Norphlet School District

0203

0701

5105

7205

6001

7403

3104

5008

7006

District

Hamburg School District

LEA

# Waivers
Requested

ECE P-4

English, Journalism, Oral Comm

Kitchens, Dana

Lamb, Breana

Clemons, Jacque

Simmons, Ava

236

Middle Level Education; Social
Studies 7-12; Coaching

2 of 4

231

231

299

169
209

113

312

200

ECE P-4

ECE P-4, Elem K-6

Elementary 1-6, PE P-12,
Coaching

French, Life/Earth Science,
Library Media, Chemistry,
Marshall, Slayden Astronomy, Geology
Norwood, Marsha Middle Level Education

Fowler, Rhonda

Thorman, Marsha Elementary 1-6, Social Studies

Davidson, Casey

230

Stahley, Nina

ECE P-4

230

Elementary 1-6

Williams, Laura

168

PE/Wellness/Leisure

License Areas

ALP
Code

Smith, Billy

Teacher

Waivers for Teachers Teaching Out of Area
May 2011

Sp Education Instructional
Specialist 4-12

Physical Education, Wellness
& Leisure 7-12

Sp Ed Ech Inst Specialist P-4

Sp Ed Ech Inst Specialist P-4

Guidance & Counseling P-8

Physical /Earth Science 7-12
Algebra I Endorsement 8

Drama Endorsement 7-12

Building Administrator P-8

Granted
Granted

Granted

10-11

Granted

09-10,
10-11 Granted

09-10,
10-11 Granted

09-10,
10-11 Granted

10-11
10-11

10-11

09-10,
10-11 Granted

09-10,
10-11 Granted

09-10,
10-11 Granted

Sp Education Instructional
Specialist 4-12

Mathematics 7-12

09-10,
10-11 Granted

Science/Mathematics 4-8

Denied

09-10,
10-11

Out of Area

Yrs Granted/
ALP Denied

2
1

1
2

2

1

37

Texarkana School District

Trumann School District

Valley Springs School
District

Vista Health

West Side School District

Woodlawn School District

# Districts Requesting
Waivers this Month

4605

5605

0505

1204

1304

28

2

Omaha School District

District

0504

LEA

# Waivers
Requested

English 7-12

3 of 4

# Waivers Requested this Month

ECE P-4

107

300

Matthews, Kendra ECE P-4
Hutson, Jessica

299

231

ECE P-4

Parnell, Amanda
Matthews, Kendra ECE P-4

230

ECE P-4

204

Parnell, Amanda

Livingston, Barbara Elementary K-6

Mink, Kristin

229
229
295

167

Elementary
Life/Earth Science, MS Math,
Buchanan, Rebecca Physical Education
Mathematics 7-12
Randal, Minnie

Thomason, Pam

107

License Areas

ALP
Code

ECE P-4

Dillon, Dawn

Teacher

Waivers for Teachers Teaching Out of Area
May 2011

10-11

10-11

10-11

Granted

Granted

Granted

Granted

Denied

09-10,
10-11
10-11

Granted

Granted
Granted
10-11

10-11
10-11

# Waivers Granted this Month
# Waivers Denied this Month
Total Waivers Requested

35
2
37

09-10,
Grade 5/6 Endorsement (P-4) 10-11 Granted

Guidance & Counseling 7-12

Guidance & Counseling P-8

Sp Ed Ech Inst Specialist P-4

Vocal Music 7-12
Sp Education Instructional
Specialist 4-12

Adult Education PS
Adult Education PS
Library Media Science P-8

Social Studies 7-12

08-09,
09-10,
10-11 Granted

08-09,
09-10,
Grade 5/6 Endorsement (P-4) 10-11 Granted

Out of Area

Yrs Granted/
ALP Denied

Hogan, Susan Mosley
Weaver, Jay
Mauldin, Whiteford
Scarberough, Kevin
# Substitute Waivers
Requested

1
1
1
1
1
1

Mountainburg School District
Blytheville School District
Logan County Day Service for Limited
Children
Camden Fairview School District
Fayetteville School District
Vista Health
# Districts Requesting Waivers for
Substitute Teachers

9

5204
7203

1703
4702

10

Barttelt, Alex
Humphrey, Dimples
Turner, Brittany
Teague, Sarah
Hoelscher, Randall
Foster, LaDonna

1
1
2

Westside Consolidated School District
Fordyce School District
Dover School District

1602

2002
5802

Substitute Name

# Waivers
Requested

District

LEA

Special Education
Math 7th/Pre-Algebra
Special Education
Special Education

Gifted & Talented
English, Drama/Speech
Second Grade
Kindergarten
Health, PE, Remediation
Literacy 7th/8th

Subject

Waivers Requested for Long Term Substitute Teachers
May 2011

Hooten, Amber
Harris, Josh
Garrett, Jessica Claire
Bettencourt, Bailee

Donaghy, Joseph
Gordon, Susan
Hiemer, Mona
Stanton, Stephanie
Blanton, Dan
Easley, Erica

Teacher of Record

Granted
Granted
Granted
Granted

Granted
Granted
Granted
Granted
Granted
Granted

Granted/
Denied

Agency
Dollarway School District
Black River Area Development
Friendship Community Care
Southwest AR Comm. Dev.
Western Arkansas Child Dev.
Midland School District
Playschool
Rainbow of Challenges
Paragould District
North Little Rock School District
EOA of Washington County
Concord School District
Kiddie Kollege
Child Development Inc
Batesville School District
ASU Childhood Services
Rutgers University
Lincoln School District
Southeast AR Education Coop
Totals

Purpose of Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
I/T Enhancement Grant
Longitudinal Study
Quality Grant
Americorps Grant

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Amount
48,680.00
294,720.00
32,540.00
24,120.00
70,780.00
11,400.00
152,440.00
21,660.00
48,240.00
48,240.00
6,840.00
39,380.00
42,100.00
191,200.00
22,800.00
122,080.00
327,000.00
800.00
570,000.00

$

2,075,020.00

Brenda McKown, President

Beebe Public Schools

Robert Jenkins, Member

Tommy Vanaman, Vice President

1201 West Center Street
Beebe, Arkansas 72012

Lucy Mahoney, Member

Harold Davis, Secretary

Phone 501-882-5463, Fax 501-882-5465

Dr. Belinda Shook, Superintendent

Dr. Tom Kimbrell, Commissioner
Arkansas Department of Education
#4 State Capitol Mall
Little Rock, Arkansas 72201-1071
April 29, 2011
Dear Dr. Kimbrell,
As you are aware, the state of Arkansas recently experienced severe storms, which
included tornados that ripped through the Beebe School District on the evening of April
25th, 2011. The storms and tornados did major structural damage, as well as uprooted
many trees and downed power lines all over the district.
Along with the damage of trees and power lines, a roof was blown off Beebe Elementary
School. There was damage to both the north and south ends of the building. In addition,
since most of the buildings in the school district are located on one main campus,
restoration of power was a slow process, and was not completed until the evening of
April 28, at approximately 7:00 p.m. On Tuesday, action was taken quickly, debris was
removed, a temporary roof installed, and school was back in session by Friday, April 29.
The total days missed for tornado and power outage was three days.
Earlier in the year, Beebe students missed five days due to bad weather. The school board
and administration worked to revise the calendar for 2010-11 by making up several days
on holidays, incorporated into the calendar. After the revisions, the last day of school was
scheduled to be June 1, 2011. If the District had known in advance, spring break could
have been used, but as you realize, natural disasters are unpredictable.
I am requesting a waiver for the three days for tornado damage and power outages for the
following reasons:
1.
2.
3.
4.

The experience was devastating to the students in the Beebe School District.
Summer school is scheduled to begin on June 6th in the district.
Teachers who attend graduate school will begin on June 6th at several universities.
The District has professional development scheduled for staff members on June
the 6th and June 7th.
5. Several churches in the area have vacation bible school scheduled to begin on
June 6th.

6. The Beebe School District uses buses to provide transportation from Harding
University to the State Capitol for Girls’ State. If we are still in school, we will
need the buses and will not be able to assist with this service.
7. A basketball camp is scheduled to begin on June 6th.
It would benefit the District to have a waiver for three days to wrap up the school year,
put this year behind us and move on to plans for next year. Many of our students and
faculty members have experienced damage to their homes, flooding to their classrooms
and destruction to their community. To illustrate the loss, I am including pictures of the
school and samples of houses in the area. Families deal with the physical and emotional
repair of this sort of destruction for months, if not forever. While three days would be
most beneficial, if it is impossible to grant three days, a waiver for even one day would
be helpful, since it would allow us to finish on June 3 and continue the plans above,
beginning on June 6th.
I would appreciate any assistance you might provide.
Sincerely,

Dr. Belinda P. Shook
Superintendent
Beebe School District

CLINTON PUBLIC SCHOOLS
James H. McGaha, Superintendent
Telephone (501)745-6005
mcgahaj@clinton.k12.ar.us

683 Poplar St.
Clinton, Arkansas 72031

Fax (501)745-2475

May 02, 2011
Dr. Tom Kimbrell, Commissioner
Arkansas Department of Education
#4 State Capitol Mall, Room 304-A
Little Rock, AR 72201
Dear Dr. Kimbrell:
The Clinton School District (LEA 71-02) is requesting a waiver of school days missed
Thursday, April 28, and Friday, April 29, 2011, because of water problems in our
community. The city could not process enough water to send out to all of the Clinton
area. The rivers and their tributaries churned silt into the lake which is our source of
water. There were many areas that were without water and our community is still under a
boil order at this time. We are having bottled water brought in from the Office of
Emergency Services for our students so that we can attend school at the present time.
Our district missed eleven (11) days for inclement weather during the 2010-2011 school
year. We used a staff development day on March 18, 2011, as a student day, attended
school on Saturday, March 19, 2011, will be attending Memorial Day, and are extending
our school year by three (3) days to make up these days. Before missing the extra two (2)
days due to water problems our last day was scheduled to be June 3, 2011. By missing an
additional two (2) days because of the water issue we will have missed a total of thirteen
(13) days.
Thank you for considering a request for a waiver of two (2) days for April 28 and April
29, 2011. Please feel free to contact me if you have any questions concerning this request.
Sincerely,

James H. McGaha
Superintendent

May 5, 2011

Dear Dr. Tom Kimbrell,

The Des Arc School District has already committed all of our scheduled “snow” days to
make up for days missed due to inclement weather earlier. We are currently experiencing
a disaster with the flood. According to the Office of Emergency Services personnel and
Prairie County Judge we are expecting to be out of school for at least 15 additional days
because of all of the roads being flooded. We have been told that river is predicted to
crest Sunday, May 18 and that it will be approximately 10 days after that before the river
goes down enough to make some of the roads passable. We will resume school as soon as
the roads passable to the point of establishing safe alternate bus routes.
We are requesting a waiver for 15 days due to the flood. We appreciate any assistance
that you can give us regarding this matter.

Sincerely,

Rick Green

North Little Rock School District
LEA # 6002
Pulaski County

Fiscal Distress Indicators and Additional Concerns:
Material state or federal audit exceptions or violations

2008-09
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I.

Introduction
Navigant was engaged by the Office of Attorney General for the State of Arkansas
(“AG”) to provide forensic accounting and other related services in connection with
desegregation funding (“Desegregation Funding” or the “Funding”) provided by the
Arkansas Department of Education (“ADE”) to the three Pulaski County school
districts (collectively referred to as the “School Districts”)–Pulaski County Special
School District (the “PCSSD”), North Little Rock School District (the “NLRSD”)
and Little Rock School District (the “LRSD”). 1
Specifically, Navigant was engaged to perform a financial and operational forensic
analysis of the budget and expenditure patterns of the School Districts to determine
how the Funding has been historically expended and identify areas where cost
savings could be achieved. Navigant was also requested to identify any areas or
incidents of weakness in internal controls and policies and procedures that may have
allowed fraud, waste, mismanagement and abuse of the Funding to have occurred.
Additionally, Navigant was engaged to perform an impact analysis to serve as the
underlying rationale for any proposed wind down of the Desegregation Funding to
ensure that the reduction in Funding would not have an adverse impact on the
academic and fiscal integrity and standards of the School Districts.
This report serves as a preliminary report of the analyses and interviews Navigant
has performed to date in connection with the NLRSD. 2

II.

Executive Summary
A. Overview
In accordance with the AG’s request, Navigant focused its forensic analysis on
the NLRSD’s financial records related to the Funding for fiscal years 2006-2010
and fiscal year (“FY”) 2011 to date. 3 The objective was to assess the accuracy
and completeness of the NLRSD’s accounting of the Funding and the extent to
which expenditures incurred for desegregation purposes can be identified and
vouched to supporting documentation.

1

In 1989, the State of Arkansas entered into the Pulaski County School Desegregation Case Settlement Agreement
(“Settlement Agreement”) with the School Districts in which the State was required to provide additional funding
currently totaling approximately $60-70 million annually to the School Districts to implement and fund student
desegregation programs. There were subsequent modifications and updates to the Settlement Agreement issued by
the court including Plan 2000 and an agreement between LRSD and the ADE executed on March 19, 2001.

2

Navigant previously performed a preliminary analysis of PCSSD’s budget and expenditure patterns and
interviewed PCSSD representatives. Navigant will also analyze the budget and expenditure patterns of the LRSD.

3

The ADE’s and the School Districts’ FY begins on July 1. For FY 2011, Navigant reviewed transactions recorded
in the Arkansas Public School Computer Network (“APSCN”) through December 9, 2010.
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Mr. Scott Richardson, Assistant Attorney General, was the primary point of
contact assisting Navigant–providing appropriate documentation, access to
representatives from the NLRSD and other information Navigant required
performing its analysis.
Navigant conducted eight interviews of representatives from the NLRSD. 4
Navigant obtained Funding documentation from the ADE and obtained access
to APSCN, the online accounting and reporting application used by most school
districts in Arkansas. 5
The ADE created specific codes for the School Districts to utilize and properly
record the Funding in the Arkansas Public School Computer Network
(“APSCN”) for tracking purposes. These include a combination of Source of
Fund and associated Revenue Account codes as follows: 6
Source of Fund Code and Description
386 Pulaski County Magnet School Revenue
387 Majority to Minority ("M-to-M")
Revenue
387 Teacher Retirement &
Insurance Court Settlement

Related Revenue Account(s)
32800 and 32808 - 32811
32812

388 Magnet & M-to-M Transportation

32813

32814

The ADE informed Navigant that the Revenue Account codes related to the
Funding begins with “328.”

4

Navigant also spoke with attorney Stephen W. Jones, a founding partner of law firm Jack Nelson Jones Jiles &
Gregory, P.A. (“Jones”), the firm representing NLRSD in the litigation matter that is the subject of the Settlement
Agreement. He made an unannounced visit to NLRSD when Navigant was conducting its interview of NLRSD’s
Assistant Superintendent for Desegregation and Student Services, and he provided Navigant with his views on the
Desegregation Funding in connection with the Settlement Agreement. A summary of Jones’ discussion with
Navigant is summarized in section III.B.4 of this report.
Ms. Debby A. Linton, an associate attorney at Jones’ firm, was present during all of Navigant’s interviews of
NLRSD representatives.
5

Navigant was informed by the ADE that LRSD does not utilize APSCN for accounting and reporting. For
further details on the procedures performed by Navigant to date, see section V of this report.

6

As referenced in the “Arkansas Financial Accounting Handbook for Arkansas Public Schools, Arkansas
Educational Services Cooperatives, Open Enrollment Public Charter Schools, July 1, 2010.”
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B. Summary of Preliminary Findings
1. Recording of the Funding and Related Expenditures
The following chart summarizes the Desegregation Funding provided by the
ADE to the NLRSD and related expenditures recorded by the NLRSD:

ADE Desegregation Funding
Specific expenditures recorded in APSCN with
Desegregation Source Funds
Balance – Unaccounted Use of Desegregation Funding

(in millions)
FY 2006 - FY 2011
$45.1
(26.8)
$18.3

a. Funding from the ADE
Of the $45.1 million Funding provided by ADE to NLRSD, Navigant was
able to trace $36.9 million in APSCN. The difference is $8.2 million,
which is attributed to FY 2006 ($7 million) and FY 2007 ($1.2 million).
NLRSD began to report live in APSCN beginning in FY 2008, but
performed a migration of accounting records related to FY 2007 from its
previous accounting software AS/400 CIMS III (“AS/400”) to APSCN.
The NLRSD Chief Financial Officer (the “CFO”) stated that the $7
million Desegregation Funding for FY 2006 is recorded in AS/400.7 With
regards to FY 2007, the CFO stated that he will review APSCN to
determine if and where the $1.2 million of the Funding was recorded.8
b. Expenditures and Other Outflows Recorded in APSCN
i. Expenditure Amounts
There were specific expenditures reflected in APSCN that were
recorded to Desegregation Source of Fund codes beginning in FY
2008, as summarized in the chart on the following page: 9

Navigant did not have access to the NLRSD’s AS/400 accounting records and therefore is unable to
independently analyze and confirm how the Desegregation Funding for FY 2006 was accounted for.
7

8

Navigant prepared a list of follow-up questions as a result of its analysis of the NLRSD’s recorded transactions in
APSCN. This list was forwarded by the AG to the CFO and is annexed hereto in Appendix C. The CFO’s
responses to the follow-up questions are noted in red font in Appendix C. Navigant summarized its analysis of the
CFO’s responses regarding the $8.2 million difference and to Navigant’s other follow-up questions in section VII of
this report.

9

A summary of the expenditures recorded by the NLRSD in APSCN by type and fiscal year is annexed hereto in
Appendix A.
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Expenditures Recorded to
Desegregation Source of Fund
Accounts

FY 2006
FY 2007
FY 2008
FY 2009
FY 2010
FY 2011

Amount (in millions)
$
0.9
15.7
9.9
0.3
$26.8

The CFO stated that for the past two fiscal years he began to make
more efforts to properly match the Desegregation Funding with
related expenditures. As the chart above reflects, there are significantly
more expenditures recorded to Desegregation Source of Fund
accounts for FY 2009 than in FY 2008. 10 The CFO stated that
although these expenditures were recorded to Desegregation Source of
Fund codes, they do not represent actual expenditures incurred for
desegregation purposes. The end result is that it is largely impossible
to determine what portion of the Desegregation Funding, if any, was
actually used for desegregation-related purposes. As described in
further detail in the next section of this report, the CFO stated that the
Desegregation Funding is used to pay for general fund expenditures
that exceed their respective budgets. Therefore, this information
contradicts Daniel’s statement that the Desegregation Funding is
matched to expenditures incurred for desegregation programs and
related purposes. Furthermore, the CFO cannot readily quantify the
expenditures incurred for Desegregation purposes because such
expenditures were not accounted for separately.
ii. Utilization of Desegregation Funding
The CFO stated that the source of Desegregation Funding has been
utilized by NLRSD as a source of standard operating funds since
inception of the settlement agreement. Typically, expenditures are
recorded to general unrestricted source of fund accounts (i.e. 2000)
during the year. If these fund accounts have recorded expenditures that
exceeded their respective budget amounts, NLRSD is prevented from
10

Navigant prepared a summary of the ADE Desegregation Funding and related expenditures by FY recorded by
the NLRSD in APSCN, which is annexed hereto in Appendix A. Navigant has not reviewed the underlying
supporting documentation related to the recorded expenditures to determine whether the expenditures were
recorded accurately and properly classified.
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closing it books and records in APSCN at year end. 11 Therefore, during
the year end accounting close process, the CFO records journal entries
to transfer Desegregation Funding amounts to the general unrestricted
fund accounts with deficit balances. The amounts transferred equal the
deficit amounts and “zero out” these fund accounts so that the fiscal
year end close in APSCN can be performed.
Furthermore, Jones, outside legal counsel, stated that the funds NLRSD
receives from ADE should not be characterized as “Desegregation
Funding,” but rather “incentive money (for NLRSD) to encourage kids
in voluntary transfers.” He added that historically this money was
“intended to incentivize the school district to push for M-to-M” and
was not stipulated by the State to be used for specific purposes.
2. There is a lack of documented policies and procedures provided to new and
existing employees for guidance, proper segregation of duties and
accountability.12 Specifically with respect to Desegregation Funding, there are
no policies and procedures and controls to address the appropriate tracking of
the receipt and expenditure related to the Desegregation Funding.
Additionally, there is no formal due diligence process for vetting new vendors
before they are added to the NLRSD’s vendor master list, thus creating
potential opportunities to misuse the vendor master list for fraudulent
purposes.
3. Accounts payable personnel that are responsible for the processing of vendor
payables also have the ability to add or modify records in the vendor master
list, a material internal control weakness that could possibly result in
misappropriation of funds involving the use of fictitious vendors.
4. Some of the plant services department’s blanket purchase orders are not
advertised for competitive bidding.
Additionally, the plant services
department’s blanket purchase order dollar amounts subject to approval by
department supervisors, accounting department personnel and/or the
NLRSD Board are higher than the dollar threshold established by the
NLRSD Board.
5. The role of the accounting department in the auction of NLRSD fleet
vehicles could not be assessed because there were no auctions conducted
11

The CFO stated that APSCN, by design, does not allow the year end accounting close to be completed if the
expenditures are more than the budgeted amount for the account. It is unclear to Navigant whether state laws or
regulation also prohibit year end accounting to close in a deficit situation.
12

The CFO stated that the accounting department utilizes policies and procedures called Business Practices which
are issued by the NLRSD Board and is part of the Board Policy Book. The CFO stated that he will provide a copy
to Navigant. Based on the CFO’s description, it appears that the Board Policy Book provides high level policies
and procedures that are not necessarily relevant for the Accounting and Finance personnel to utilize in their daily
responsibilities.
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during the 18 months the Director of Purchasing/Finance & Auditing
(“Director of Purchasing”), who is responsible to coordinate the auctions,
joined NLRSD.
III.

Details of Preliminary Analyses Performed by Navigant
A. Analysis of Desegregation Funding
1. The ADE
Navigant obtained and analyzed a schedule of the Funding payments made by
the ADE to the NLRSD. Navigant traced these payments to verify the receipt
of the Funding recorded by the NLRSD.
ADE personnel stated that they do not track the use of the Funding remitted
to the School Districts or perform any oversight function in connection with
the Funding, to verify and ensure that the School Districts are accounting for
the Funding in the correct desegregation Source of Fund codes and that the
Funding is used for its intended purpose. Furthermore, the ADE stated that
they do not independently verify the accuracy and justification of the
desegregation transportation expense reimbursement requests submitted by the
School Districts. The ADE also does not verify that the Funding is recorded
by the School Districts in APSCN in its designated desegregation Source of
Fund or Revenue Account codes.
2. The NLRSD
The NLRSD utilized the accounting software AS/400 to maintain its books
and records through June 30, 2007 (FY 2007). NLRSD began to report live on
APSCN beginning on July 1, 2007 for FY 2008. NLRSD representatives stated
that they migrated FY 2007 fund account totals from AS/400 to APSCN. 13
Navigant’s review of Funding records provided by the ADE and in APSCN 14
noted that the ADE allocated approximately $54.7 million to the NLRSD, of

13

There are no transactions recorded in APSCN for FY 2006 with Desegregation Source of Fund codes. FY 2006
is the first fiscal year of Navigant’s scope of analysis. NLRSD stated that the FY 2007 ending trial balance from
AS/400 was input by hand into APSCN by his staff and different NLRSD staff members reviewed the input for
accuracy. Navigant did not perform a forensic analysis to confirm that the data was migrated properly, accurately
and completely.
14

Funding records received from the ADE were for payments recorded as of October 25, 2010. Navigant analyzed
Funding transactions recorded in APSCN for FY 2006 through current FY 2011 (December 9, 2010).
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which approximately $45.1 million was paid directly to the NLRSD, as
summarized in the following chart: 15
ADE Desegregation Funding to the NLRSD
FY 2006 to FY 2011
(in millions)
Funding Category
Magnet School Funding
Health Insurance & Teacher Retirement
M-to-M Revenue
Magnet & M-to-M Transportation
Total Desegregation Funding, FY 2006 to FY 2011

Amount
$9.6
10.4
27.8
6.9
$54.7

The Magnet School Funding for the School Districts is calculated by the ADE
and the portions allocated to the NLRSD and the PCSSD are sent directly to the
LRSD because the six Stipulation Magnet Schools are in the LRSD. 16
Accordingly, the Magnet School Funding allocated to the NLRSD totaling
approximately $9.6 million is not recorded in the NLRSD’s APSCN accounting
records. 17 Therefore, excluding this $9.6 million from the total Funding allocated
to NLRSD of approximately $54.7 million, Navigant attempted to trace and
analyze $45.1 million of ADE Funding in the NLRSD’s APSCN accounting
records, and the results are summarized in the chart on the following page:

15

A summary of the ADE Desegregation Funding and related expenditures by FY recorded by the NLRSD in
APSCN is annexed hereto in Appendix A. NLRSD representatives stated that the NLRSD does not receive any
funding in connection with desegregation programs from Federal sources.

16

The six Stipulation Magnet Schools in LRSD are Parkview High, Mann Middle, Williams Elementary, Carver
Elementary, Gibbs Elementary and Booker Elementary.

17

Navigant will review the total Magnet School Funding during its analysis of the LRSD.
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in millions

ADE Funding
Recorded in APSCN
Not recorded in APSCN
Additional Transactions
Recorded in APSCN

Fiscal Year
2008
2009
$ 6.9 $ 10.3 18

2006
$ 7.0

2007
$ 7.3

$

7.0
$ 7.0

$ 6.1 $ 6.9
1.2
$ 7.3 $ 6.9

$

$ (0.4)

-

$

-

2010
$ 9.6

2011
$ 4.0

Total
$ 45.1

$ 10.3
$ 10.3

$ 9.6
$ 9.6

$ 4.0
$ 4.0

$ 36.9
8.2
$ 45.1

$ 0.5

$ (0.1)

-

$ 0.0

As noted in the chart above, of the $45.1 million Desegregation Funding
provided by the ADE to the NLRSD, only $36.9 million was recorded by the
NLRSD in APSCN. NLRSD representatives stated that the accounting records
for FY 2006 are maintained in AS/400. The $7 million Desegregation Funding
is not reflected in APSCN because only financial information pertaining to FY
2007 was migrated from AS/400 to APSCN.19
With regards to FY 2007, the CFO will review APSCN to determine whether
$1.2 million of the Funding was recorded. Navigant will update this report to
provide the AG with any additional information relating to this issue.
Furthermore, Navigant noted additional transactions recorded in APSCN as
reflected in the chart above for FY 2007, FY 2009 and FY 2010 though the
reasons for such transactions were not apparent. Accordingly, the CFO will also
review these transactions in APSCN and the underlying accounting records to
provide Navigant with an explanation for their purpose. Navigant will update
this report to provide the AG with any additional information relating to this
issue.
Of the $36.9 million of the Funding that was recorded in APSCN related to FY
2007 to FY 2011, Navigant noted that $993,224 was not recorded properly with
the ADE designated desegregation Source of Fund codes in APSCN, as
summarized in the chart on the following page:

18

Navigant noted a significant increase of $3.4 million in the Funding for FY 2009 compared to FY 2008, which
was primarily due to an increase of $3.0 million in Funding for 387 – Majority to Minority Incentive. The CFO
explained that PCSSD closed Oak Grove High School and approximately 200-300 students were transferred to
NLRSD as M-to-M students. Therefore, the increase in the Funding was related to the influx of these students to
the NLRSD.

19

Navigant did not have access to NLRSD’s AS/400 accounting records to analyze how the Desegregation
Funding for FY 2006 was accounted for.
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Fiscal Year
FY 2008
FY 2010

$
$

Amount
549,41620
443,80821
993,224

ADEDesignated
Source of
Fund
2387
2388

Recorded
Source of
Fund
2000
2387

The CFO stated that he will review APSCN to determine why these amounts
were not recorded in the ADE-designated Source of Fund codes. 22 Navigant will
update this report to provide the AG with any additional information provided
by the NLRSD regarding these recorded transactions.
B. Analysis of Expenditures Related to Desegregation Funding
1. Desegregation Funding Utilized as General Unrestricted Funds
The CFO stated that the Desegregation Funding has been utilized as
unrestricted operating funds since inception of the Settlement Agreement.
He added that the specific coding for the categories of the Desegregation
Funds was not established until a few years ago by the ADE (i.e. 386, 387 and
388). Therefore, he accounted for the Funding as standard operating funds as
did his predecessors in the NLRSD’s accounting department. Accordingly,
he stated that the Desegregation Funding is not treated differently from
general unrestricted funds, although the CFO stated that NLRSD’s receipt of
Categorical Funding 23 from the State for specific programs such as ALE
(Alternative Learning Environment), NSLA (National School Lunch Act) and
ELL (English Language Learners) are accounted for separately.
He added that the Categorical Funding that NLRSD receives from the State is
inadequate and “is woefully small compared to the number of students.”
Therefore the Desegregation Funding is used to pay for any Categorical
program expenditures that are not fully funded by the State. Where
expenditures related to Categorical-Funded programs exceeded the budget
amounts for those programs a transfer journal entry is made to transfer
Desegregation Funding to specific Categorical expenditure accounts with
20

The $549,416 represents part of the Funding provided by the ADE for 387 – Health Insurance & Teacher
Retirement.

21

The $443,808 represents part of the Funding provided by the ADE for 388 – Magnet and M-to-M
Transportation.
22

These transactions are included in the list of Navigant’s follow-up questions that was forwarded by the AG to
the CFO, which is annexed hereto in Appendix C.

23

Categorical Funding is targeted financial support to pay for specific student services and programs.
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deficit balances with the amount transferred always equaling the exact deficit
amount, thus “zeroing out” the expenditure account and allowing the fiscal
year end to close in APSCN.
2. Specific Expenditures Recorded in Desegregation Source of Fund Codes
The following chart summarizes the Desegregation Funding and the related
expenditures recorded in APSCN that represents the use of the Funding that
Navigant identified:
FY 2007 to FY 2011
ADE Desegregation Funding
Less: Specific Expenditures Recorded in
Desegregation Source of Fund codes
Unaccounted Use of Desegregation Funding

Amount Percent
$ 36.9
100%
(26.8)
73%
$10.1

27%

As noted in the chart above, $26.8 million, or 73% of the Funding, was
recorded to Desegregation Source of Funds codes in APSCN by the NLRSD.
Although this amount may have been properly recorded to the appropriate
source of fund codes, it may not have actually been spent for desegregationrelated programs. In fact, as noted earlier in this report, the NLRSD treats
the Desegregation Funding as unrestricted operating funds to pay for any
shortfalls in the budgets of their operating fund accounts.
The remaining Desegregation Funding of $10.1 million was not even
accounted for as expenditures with the Desegregation Source of Fund codes.
Furthermore, the NLRSD did not properly match the Desegregation Funding
to the actual desegregation–related expenditures because the Desegregation
Funding was used to offset deficit balances in the general unrestricted
accounts. 24 The end result is that it is largely impossible to determine what
portion of the Desegregation Funding, if any, was actually used for
Desegregation-related purposes.
3. Funding Used for Desegregation Purposes
The Director of Assessment & Federal Programs (the “Director of
Assessment”) stated that pursuant to the Settlement Agreement, NLRSD
developed a comprehensive desegregation plan (the “Plan”) to satisfy the
Federal District Court of the NLRSD’s efforts to achieve unitary status,
which would dismiss NLRSD from the litigation that led to the Settlement

24

See the summary of the ADE Desegregation Funding and related expenditures by fiscal year recorded by the
NLRSD in APSCN annexed hereto in Appendix A.
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Agreement.25 She administers and oversees compliance with Sections 4 –
Compensatory Education and Section 5 – Compensatory Programs Aimed At
Dropout Prevention.
She stated that at the onset of the Settlement Agreement in early 1990,
NLRSD decided to use approximately $1.6 million of the Desegregation
Funding to expand the number of student computer labs to 28 schools. 26
The student computer lab expansion was undertaken in connection with
Section 4 of the Plan. She stated that this expansion was her only
involvement with using Desegregation Funding. She added that the last
instance the Desegregation Funding was used to expand the number of
student computer labs took place in 1992 or 1993. The establishment of
additional student computer labs in schools was taken to target at-risk
students in grades K-6, particularly students enrolled in schools near Federal
housing projects, whose residents were predominantly of African-American
descent.
The Director of Assessment also stated that her role is to identify ways to
further the Plan with funding from other sources other than from the
Desegregation Funding. She added that Section 4 of the Plan is partially
funded by Federal Title 127 and State Categorical funding.
4. NLRSD’s Outside Legal Counsel’s Views on the Funding
During Navigant’s interview of NLRSD’s Assistant Superintendent for
Desegregation and Student Services, Jones arrived unannounced, and
provided Navigant his views and opinions regarding the Desegregation
Funding.
Jones informed Navigant that he has represented NLRSD for 27 years in
connection with the Settlement Agreement and noted that he wrote the
NLRSD’s Desegregation Plan. His stated that because NLRSD is a single
school system for all students, there is “not much of a dividing line” between
funding for “desegregation” or “education” purposes. Accordingly, he stated
that NLRSD does not receive “Desegregation Funding” from the State, but
rather “incentive money (for NLRSD) to encourage kids in voluntary
transfers.” He added that historically this money was “intended to incentivize
the school district to push for M-to-M,” and was not stipulated by the State to
be used for specific purposes.

25

The Plan, dated April 29, 1992, was created by the NLRSD to address and remediate violations of racial
disparities in programs and activities in any schools in the NLRSD.

26

Initially, the NLRSD used Federal Title I funding to establish the first eight student computer labs.

27

Title I refers to specific program funding provided by the Federal government pursuant to the
Elementary/Secondary Education Act (ESEA).
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Jones further stated that the desegregation matter is a political matter in the
State legislature but noted that he is “not opposed to doing away” (with the
related Desegregation Funding). He also stated that NLRSD receives funding
from the Federal government (i.e. Title I) to pay for compensatory education
programs. He stated that if NLRSD qualifies for Title I funding to pay for its
compensatory education programs, then this will “save State dollars” that can
be used for something else.
Jones also stated that Desegregation Funding was not treated “as separate
programs for white and blacks”, although he conceded that approximately 8090% of the at-risk kids are of African-American descent. As an example, he
stated that the State is not required to provide transportation to at-risk
students to participate in extra-curricular activities.28 Therefore NLRSD uses
some of the incentive funding from the ADE to pay for such transportation
expenses. Jones added that discontinuing the incentive funding will eliminate,
or “de-fund some discretionary programs” for at-risk students.
Jones stated that if NLRSD is declared unitary, the State’s position is that the
incentive funding will cease. Jones’ position, however, is that the incentive
funding was pursuant to a “settlement contract (a race-based contract related
to distribution of students) with the State to promote, through incentive
money, the Magnet and M-to-M students. The remedy is movement of kids.”
Accordingly, the incentive funding is “needed to maintain the composition,”
and the “discretionary spending is heavily towards programs for at-risk kids.”
C. Other Preliminary Findings and Observations
During interviews of NLRSD representatives, Navigant observed numerous
issues and concerns related to internal control weaknesses in NLRSD’s
operations. In response to these issues and Navigant’s preliminary assessment of
the NLRSD’s financial and operational internal control environment, Navigant
prepared a preliminary list of recommendations in section VI of this report. 29
1. Lack of Operating Policies and Procedures
NLRSD accounting department personnel conceded that there are no written
operating policies and procedures related to the accounting, utilization and
recording of the Desegregation Funding. The CFO has the sole discretion on
the use of the Funding and classifies which expenditures are paid with the
28

NLRSD’s Assistant Superintendent for Desegregation and Student Services and Jones believe that extra-curricular
programs help at-risk students to become more involved with their school, reinforce positive behaviors and
improve academic performance. At this point however, NLRSD has not provided any documentation showing the
specific programs that were funded with the Desegregation Funding. In addition, the statement by NLRSD’s
Assistant Superintendent for Desegregation and Student Services appears to be somewhat inconsistent with the
CFO’s statement that the Desegregation Funding is first used to fund the budget deficits discussed above.
29

See summary matrix of potential issues and observations prepared by Navigant annexed hereto in Appendix B.
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Funding and assigns the Desegregation Source of Fund codes to the
expenditures.
The following section describes the lack of policy and procedures in
connection with accounting for the Funding and other functions based on the
interviews conducted by Navigant to date:
a. Accounting for Desegregation Funding and Related Expenditures
The NLRSD receives the Desegregation Funding from the State via wire.
Typically, the NLRSD receives documentation from the State related to
the Funding (i.e. statement and/or calculation summary), which the CFO
reviews for mathematical accuracy.
This documentation is then
forwarded to the CFO’s secretary, who verifies receipt of the Funding by
reviewing NLRSD’s bank statements. Only the CFO can input journal
entries in APSCN including recording the receipt of the Funding. The
Director of Purchasing prepares the journal entries on a form for the
CFO to review and then inputs the entries in APSCN.
b. Use of Funding for Desegregation Programs
Because the CFO treats the Funding as general unrestricted funds, it
appears there is no proper accounting of the Funding used for specific
Desegregation Programs. The CFO stated that typically general
unrestricted funds (i.e. Source of Fund 2000) are used to record
expenditures during the year, even if the expenditures are related to a
Desegregation Program. The Funding is transferred, as needed, to the
general unrestricted funds during the fiscal year end accounting close
process to fund, or “zero out”, accounts whose expenditures exceeded
the budgeted amounts. Accordingly, the Funding is utilized by the
NLRSD simply as additional monies to pay for its operating expenses.
As noted earlier in this report, although only $26.8 million of
expenditures were recorded with Desegregation Source of Fund codes
for FY 2007 to FY 2011, such expenditures are not related to specific
Desegregation purposes. The NLRSD did not separately account for
expenditures incurred for Desegregation purposes and therefore
Desegregation Funding cannot be accurately matched with the related
expenditures.
Furthermore, the CFO is the only NLRSD employee with the
discretionary authority to determine the use of the Funding. Because he
is the only approver in connection with payment of expenditures with the
Funding, he can unilaterally decide how the Funding is used. The lack of
other accounting, budgeting or finance personnel or anyone from other
departments, results in ineffective oversight and checks and balances in
connection with how the Funding is utilized. Additionally, no one else
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can independently assess and track whether the Funding was expended
properly and for its intended desegregation purpose.
c. Desegregation Transportation Operating Expenditure Reimbursement
The School Districts receive desegregation Funding from the ADE
related to operating expenditures incurred in connection with the
NLRSD’s transportation of its Magnet and M-to-M students. 30 The
School Districts are required to calculate and prepare a transportation
expenditure reimbursement request to the ADE. 31 The CFO stated that
he prepares the reimbursement calculation using the same template that
was utilized when he assumed the responsibilities as the NLRSD’s CFO
six years ago. The CFO stated that he receives transportation expense
information from the NLRSD’s Director of Transportation, to prepare
the calculation.
The calculation involves allocating a percentage of transportation
expenses that are recorded in the general operating fund on the basis of
the number of bus routes that transport Magnet and M-to-M students. 32
The CFO agreed with Navigant that the calculation is not prepared in a
consistent and transparent manner. For example, some of the expense
categories were allocated based on the ratio of bus routes that were
assigned to Magnet and M-to-M buses and some of the expense
categories were allocated 100%. Daniel’s reply confirmed Navigant’s
understanding that some of the expense amounts (i.e. gasoline) that were
allocated 100% in calculation were in fact derived from the larger, total
expense amount. As a simple hypothetical example, the transportation
reimbursement calculation included the following expenses and

30

The desegregation transportation expense reimbursement that is paid by the ADE is referred to as desegregation
Source of Fund code 388.

31

Operating expenses include bus driver salaries, maintenance of buses and overhead. Navigant performed a
preliminary review of a sample of transportation expense reimbursement requests from the School Districts and
noted that it appears each School District utilized a different methodology to calculate their respective
reimbursement amounts and there was no consistency in the supporting documentation submitted.

32

Navigant learned that there is a degree of subjectivity involved in preparing the reimbursement amount as it
involves estimates and assumptions. Because some transportation expenditure categories cannot be directly
attributed to transportation of only Magnet and M-to-M students, the calculation involves applying a percentage,
which is derived from the pro-rata number of school bus routes designated to transport Magnet and M-to-M
students, to certain transportation expenditure categories.

The Director of Transportation stated that approximately 15 years ago, the Arkansas Legislative Audit reviewed the
calculation of the transportation expense reimbursement process and agreed that using the ratio of Magnet and Mto-M routes as the basis to pro-rate the transportation expenses was appropriate. Navigant could not confirm that
this methodology was approved by the Arkansas Legislative Audit because there was no corresponding supporting
documentation provided.
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percentage allocations (assuming that the ratio of Magnet and M-to-M
bus routes to regular bus routes is 25%):
Expense
Expense
Reimbursement
Category
Amount Allocation % Amount
Supervisor Salaries $100,000 25%
$ 25,000
Gasoline
$100,000 100%
$100,000
In this example, the total gasoline expense was $400,000 ($100,000/.25),
but the expense amount was reflected on the reimbursement calculation
as the net amount derived from applying the 25% Magnet and M-to-M
bus route ratio to the total gasoline expense of $400,000.
Navigant also noted that the reimbursement calculation includes an
expense category called Indirect Cost. The CFO stated that 3.25% was
historically allocated to Indirect Costs category but he is not sure what
expenses this category is comprised of. He also stated that if the Indirect
Costs category included expenses for bus parts, then this would be
double counting of certain expenses.
2. Accounts Payable Department
The accounts payable department consists of five Accounts Payable
clerks/bookkeepers (“Accounts Payable clerks”). 33 All payments (i.e. vendor
invoices and employee expense reimbursement) processed by Accounts
Payable are associated with a purchase order.
a. Purchases from Vendors
Typically, a school teacher initiates the need to make a purchase (i.e.
classroom supplies). The school secretary would prepare an online
purchase order that includes the pertinent details of the purchase (i.e.
vendor, item quantity, description and price) and the 16-digit budget unit
account number to which the purchase will be charged. 34 A sequential
purchase order number is generated and assigned by the purchase order
application in APSCN. This purchase order is then printed on a 4-part
NCR paper form and then forwarded to the school’s principal or
department supervisor for the initial review and approval. Approvals are
33

Two clerks/bookkeepers are responsible for processing payments for vendors and employees (i.e. expense
reimbursements). Three clerks/bookkeepers (one clerk is a part-time employee) are responsible for processing
employee payroll.
34

The Director of Purchasing stated that APSCN does not allow a purchase order to be generated if the budget
string assigned to the purchase order has insufficient funds to pay for the purchase. The CFO stated that if there
are insufficient or no funds in a budget unit, the requestor would need to first initiate a fund transfer request with
the Director of Purchasing to create the purchase order. This is a simple process as long as the funds being
transferred are not restricted to be used for a specific purpose.
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not submitted online. The principal or department supervisor signs the
purchase order to designate his approval and forwards the purchase order
document (but retains the pink copy for the school’s records) to the
Director of Purchasing for NLRSD, who reviews and approves all
purchase orders. The Director of Purchasing or his Accounts Payable
clerks would verify that the budget unit account referenced in the
purchase order is appropriate for the items to be purchased. If the budget
unit account is incorrect, the Director of Purchasing would email the
school secretary to inquire and make the necessary correction on his copy
of the purchase order documentation. After the purchase order is
reviewed and approved, the Director of Purchasing places the order to
purchase the items from the vendor.
The Director of Purchasing stated that the Board Policy Book outlines the
dollar thresholds and the required approvals for purchases:
• Phone quotes for purchases up to $1,000
• Three written quotes for purchases exceeding $5,000-$6,000
• Board approval for purchases over $10,000
Vendor invoices are typically sent to the NLRSD. If a school receives
the invoice directly from the vendor, the school would match their pink
copy of the purchase order to the invoice and then forward to the
NLRSD’s accounting department with any additional documentation (i.e.
receiving report) for payment. The Director of Finance reviews the
invoice, the related purchase order on file and other relevant
documentation and denotes approval with his signature and date signed
on the invoice. Then he forwards this documentation to the Accounts
Payable clerks to process the check payment.
Vendor invoices are all paid by paper checks. 35 The hardcopy vendor
files are maintained by check number. Therefore there are no individual
files created for each vendor. The CFO stated that checks to vendors are
generally mailed by the Accounts Payable clerks and are never held at the
NLRSD offices for vendors to pick up, however, Navigant’s interview of
one of the Accounts Payable clerks (“A/P Clerk”) revealed that she has
held checks for pick up by “well known” vendors. The A/P Clerk also
stated that she knows certain vendors need the check payments sooner
and would call them to determine whether she should mail the checks or
hold them for pick up.

35

Vendor invoices are not paid by wire. Employee payroll are paid by direct deposit and certain payroll taxes are
paid by wire.
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b. Employee Expense Reimbursement
Employee expense reimbursement requests (i.e. for travel expenses) are
also initiated by purchase orders. These requests are processed and
administered by two Accounts Payable clerks. The employee returns any
unspent amounts by issuing a personal check to the NLRSD. Travel
expense reimbursements made to employees can be held for pickup by
the employee who must sign a log upon picking up the check.
c. Vendor Master List
CFO stated that only limited Accounting department personnel can
access the vendor master file both in AS/400 and APSCN: the CFO, the
Director of Finance and the two Accounts Payable clerks. The CFO also
stated that there are no written policy and procedures in connection with
adding a new vendor, although very few new vendors added. The CFO
explained the following process of adding a new vendor to the vendor
master list in APSCN:
• New vendor request is submitted via email to the Accounting
department with the pertinent information (i.e. vendor name,
address, telephone number). 36
• Accounting department personnel (typically Director of
Purchasing) would call the vendor or view its website to verify its
existence and the products. The vendor company’s President or
Vice President would be identified during this inquiry to
determine any related party relationship(s).
Navigant’s interview of the Director of Purchasing (the Director of
Finance) and the A/P Clerk regarding the process to add new vendors
contradicted the information provided by the CFO. The Director of
Purchasing and the A/P Clerk stated that there is no formal process to
approve and add a new vendor to the vendor master list. The Director of
Purchasing conceded that the lack of a form W-9 for a prospective
vendor will not preclude the vendor from being added to the vendor
master list. The A/P Clerk stated that she does not perform any due
diligence on new vendors and that she has added new vendors solely
based on the information on the vendor’s invoice.
Navigant also noted that the Director of Purchasing has conflicting
responsibilities in his three roles: Director of Purchasing, Director of
Audit and Director of Finance. The Director of Purchasing should be
responsible for adding or modifying vendor records and maintaining the
36

The CFO stated that there may be a form available to request approval for a new vendor but it is not used
consistently.
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vendor master files. Furthermore, the Director of Purchasing role should
not have any responsibilities that involve finance or audit functions.
The CFO also stated that he requested APSCN personnel to delete
duplicate or inactive vendors in their vendor master list but this request
was denied.37
Currently, Accounts Payable personnel can add new vendors. Accounts
Payable and Purchasing personnel conceded that there is no segregation
of duties nor written policies and procedures in connection with adding a
new vendor.
3. Blanket Purchase Orders
Navigant’s interviews reveal that the transportation and plant services
departments have blanket purchase orders to procure goods and services.
a. Transportation Department
The Director of Transportation stated that his department has about 1015 blanket purchase orders. There are blanket purchase orders for tires
with 2-3 vendors because of different tire sizes. Mitch’s Tire Service is
one of the vendors that assesses the condition of the NLRSD fleet
vehicles’ tires and replaces them as necessary. The Director of
Transportation stated that these purchase orders were awarded to these
vendors as a result of the competitive bidding process.
There are also blanket purchase orders with vendors such NAPA Auto
Parts and Diamond International to purchase basic bus parts and
accessories such as vehicle air filters. The amount of the blanket purchase
order with NAPA is $20,000. The shop foreman typically calls in the
order to the vendor or goes to the vendor’s store to make the purchase.
The vendor normally issues a ticket or receipt that the foreman would
write what bus is purchase is for. Every two weeks, these tickets and
receipts are collected by the Director of Transportation’s secretary who
matches them to the specific blanket purchase orders.
This
documentation package is prepared and forwarded to the Director of
Transportation and the Assistant Superintendent for Desegregation and
Student Services for review and approval. Afterwards, the approved
documentation package is forwarded to the NLRSD’s Accounting
department for approval and payment processing.

37

APSCN, by design default, does not permit the deletion, deactivation or suspension of vendors that are no longer
used to purchase goods or services.
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The Director of Transportation stated that he is not aware of any
purchases using these blanket purchase orders that were not for the
school district’s purposes.
b. Plant Services Department
The Administrative Director of Plant Services (the “Director of Plant
Services”) stated that his department has about 40 blanket purchase
orders and not all of them were advertised for competitive bidding
because some are under the $10,000 threshold limit that his department
follows. This contradicts the NLRSD Board policy on the blanket
purchase order dollar thresholds that are subject to competitive bidding
procedures. He conceded that the NLRSD Board’s policy is more strict
because purchases more than $1,000 and $5,000 require phone and
written quotes, 38 respectively. Purchases for more than $10,000 require
the approval of the NLRSD’s Board.
If an employee in his department needs to purchase supplies, he would
take a copy of the blanket purchase order or purchase order card 39 to the
store to make the purchase. The employee will forward the receipt to the
Maintenance department secretary to match to the purchase order
documentation and prepare a payment request that is submitted to the
NLRSD’s Accounting department for review and approval.
The Director of Plant Services stated that he accesses APSCN to monitor
how much funds are remaining in the blanket purchase orders. He stated
that he is not aware that any items purchased using the blanket purchase
orders were misappropriated by his employees.
IV.

Limitations
The preliminary observations and assessments detailed in this report are based on
Navigant’s methodology, data collection, interviews, analyses and the procedures
performed to date. Navigant relied on the quality, availability and veracity of the
information and data provided by the ADE, the NLRSD and third parties during the
course of its work.
Navigant’s preliminary observations and analyses do not constitute legal advice or a
legal opinion.
Navigant based its preliminary observations and analyses solely on the information
and documents provided and has not verified the information and documents or

38

The Director of Plant Services stated that he performs a majority of the phone quotes.

39

The Director of Plant Services stated that, for example, he has blanket purchase orders at large retail stores such
as Home Depot and Lowe’s. For these stores, he has cards imprinted with the respective purchase order numbers.
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otherwise sought independent confirmation thereof. In making observations and
analyses, Navigant has, in part, relied on assertions made by the representatives of
the NLRSD and the ADE.
Given the limitations discussed above, the procedures performed by Navigant, and
the extent of the information collected, Navigant cannot be certain at this time that
all of the information collected is accurate or complete. Had Navigant performed
additional procedures beyond those described, it is possible that additional
information may have come to Navigant’s attention that would have been relevant to
its efforts.
The preliminary findings and observations set forth herein are based solely on the
work performed through the date of this report. As work progresses, it is possible
that the analyses and findings may change as additional information is obtained and
additional procedures are performed.
Navigant did not conduct an audit, compilation or review of NLRSD’s financial
statements or financial information as those terms are understood in the United
States and defined by professional guidance promulgated by the American Institute
of Certified Public Accountants. Accordingly, Navigant does not express an opinion
or other form of assurance on any financial statements or financial information.
Navigant’s findings are limited to the information reviewed and the procedures
performed.
V.

Procedures Performed to Date
Navigant performed the following procedures to date:
A. Interviews Conducted
Navigant conducted the interviews of the following NLRSD representatives:
1. Assistant Superintendent for Desegregation and Student Services
2. Chief Financial Officer and Chief Information Services Officer
3. Director of Purchasing/Finance & Audit
4. Accounts Payable Clerk/Bookkeeper
5. Director of Assessment & Federal Programs
6. Director of Transportation
7. Administrative Director of Plant Services
8. Director of Human Resources
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B. Documents and Information Reviewed
1. NLRSD journal entries recorded in APSCN for FY 2007 to FY 2011 (as of
December 9, 2010) to known Desegregation codes.
2. NLRSD organization chart.
3. NLRSD Desegregation Plan, April 29, 1992.
VI.

Recommendations
To assist the NLRSD in mitigating potential fraud, waste and abuse risk going
forward, Navigant has compiled the following preliminary list of recommendations
based on the interviews conducted and the review of relevant documentation and
information to date:
A. Separate Reporting of Desegregation Funding
Navigant recommends that the NLRSD record and maintain its financial
information and the related transactions in connection with the Funding in
accordance with the appropriate desegregation codes established by the ADE.
The Funding and related expenditures should not be commingled with general
unrestricted fund accounts and should be transparent.
B. Establish Separate Roles in Connection with the Desegregation Funding
Separate roles should be established in connection with the use of the Funding
including initiation, review and approval. Currently the CFO has all of these
responsibilities.
C. Train Employees on the Proper Use of Desegregation Funding
NLRSD personnel involved with the finance, accounting and budgeting
functions should be familiar with the purpose of the desegregation Funding and
how the Funding should be properly utilized for desegregation programs.
D. Review the Methodology to Calculate the Transportation Reimbursement
The NLRSD accounting department and transportation department personnel
should review their methodology to calculate the transportation reimbursement.
They should understand and be able to justify the various expense categories,
variables and basis used that are included in the methodology. The calculation
should be transparent so that a third party can understand and corroborate the
information.
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E. Retain an Independent Monitor
The AG may want to consider requiring the NLRSD to retain an independent
monitor to implement anti-fraud programs for the purpose of deterring,
preventing, uncovering and reporting unethical and illegal conduct, particularly
over NLRSD’s processes related to financial reporting and operations. 40
F. Conduct Annual Audits on the Use of Desegregation Funding
Separate annual audits should be conducted related to Desegregation Funding by
NLRSD accounting personnel, the Arkansas Legislative Audit, the independent
monitor or another independent third party.
G. Limit the Use of Blanket Purchase Orders
The NLRSD should limit the use of blanket purchase orders to minimize the risk
of misappropriation. Blanket purchase orders that are subject to additional
approvals by department supervisors, Accounting personnel and/or the NLRSD
Board should abide by the dollar thresholds established by the Board. Individual
departments should not be able to override or increase the dollar amount
thresholds subject to additional approval requirements. Furthermore, all blanket
purchase orders that exceed certain dollar thresholds established by the NLRSD
Board should be advertised for competitive bidding.
H. Establish, Implement and Communicate Policies and Procedures
Navigant recommends that formal internal control structure policies and
procedures be implemented in connection with the following:
1. Establish and communicate written policy and procedures
Written accounting policies and procedures should be created to document
the proper procedures to record financial transactions, process and approve
expenditures, and review and audit of the books and records. These policies
and procedures should be communicated to all employees who are involved
with the accounting function and they should receive formal training and
updates at least annually. Furthermore, these policies and procedures should
be communicated to new employees during the on-boarding process.

40

For example, an independent private sector inspector general ("IPSIG") is a mechanism often used by
government entities involved with large contracts to monitor an organization’s compliance with relevant laws and
regulations and to prevent, uncover and report illegal acts. IPSIG services involve the design and execution of
fraud prevention and detection programs customized to respond to particular fraud, abuse, waste, corruption or
other illegal conduct. See the International Association of Independent Private Sector Inspectors General’s website
at http://www.iaipsig.org.
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Relevant, documented and practical operating policies and procedures that are
communicated to NLRSD personnel can minimize ambiguity, promote
consistency in carrying out one’s functions and establish accountability.
2. Vendor master list
a. Restrict write-access and implement segregation of duties
Accounts Payable personnel should only have read-only access to the
vendor master list because they process vendor payments. Accordingly,
Accounts Payable personnel should not have the ability to add vendors or
modify vendor information. The Director of Purchasing should be
responsible for adding or modifying vendor records and maintaining the
vendor master files. Therefore, the Director of Purchasing role should
not have any responsibilities that involve finance or audit functions.
b. Establish and implement a formal due diligence process for new vendors
Before a new vendor is added to the vendor master list, an employee
should prepare a documentation folder to include the vendor’s Form W-9
and other due diligence documentation that verifies the identity and
existence of the vendor, and to identify any potential affiliations with
NLRSD employees or Board Members.
A formal questionnaire should be formulated to require detailed
information related to the prospective vendor including names of
principals, address, EIN and Tax ID #s, contact person(s), industry code
and other pertinent information. This questionnaire should be required to
be completed by the employee who request approval of a new vendor.
The completed questionnaire should be submitted to the Director of
Purchasing who should review and perform due diligence vetting
procedures to corroborate the information provided. If approved, a
different accounting department employee should add the new vendor to
the master vendor list. No employee with the capacity to process checks
or make payments should be allowed to modify vendor information.
VII.

Additional Information Provided by the NLRSD
On February 28, 2011, Ms. Debby Linton, outside legal counsel for the NLRSD,
forwarded on behalf of NLRSD, its responses to Navigant’s document and
information requests. Accordingly, this section summarizes Navigant’s analysis of
the additional documents and information provided by the NLRSD:
A. Documents provided by the NLRSD
The following documentation was provided to Navigant:
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• The NLRSD Accounting department organization chart, updated
August 19, 2010. 41
• Policy and procedure excerpts from the NLRSD Board Policy Book. 42
• Responses to Navigant’s follow-up questions from its preliminary
analysis of the NLRSD’s recorded transactions in APSCN. 43
B. The NLRSD’s View on the Purpose of the Desegregation Funding
The NLRSD’s response reiterated its position that the Desegregation Funding it
receives from the ADE is incentive funding that is not restricted in use for
Desegregation Programs. Furthermore, the NLRSD stated that the
Desegregation Funding was historically, and continues to be, treated as incentive
funding from the ADE, “which is intended to encourage NLRSD’s participation
in the M-to-M and Magnet School transfers.” The NLRSD also stated that the
Desegregation Funding is the primary source of funds to support their student
programs as outlined in their Desegregation Plan.44
C. Recording of the Receipts and Expenditures of the Desegregation Funding
The NLRSD provided additional information related to its recording of the
receipts and expenditures of the Desegregation Funding. The NLRSD stated
that its APSCN records reflect those amounts received from the ADE.
Furthermore, the NLRSD stated that the expenditures related to the
Desegregation Funding were not recorded separately to distinguish from the
general unrestricted operating fund (Source of Fund 2000).
As summarized in the chart on page 8 of this report, Navigant’s preliminary
review of the NLRSD’s transactions recorded in APSCN revealed $8.2 million of
the Desegregation Funding paid by the ADE during FY 2006 and FY 2007 was
not recorded in APSCN and additional transactions were recorded in APSCN
that required the NLRSD to provide an explanation. This chart from page 8 is
as follows:

41

Annexed hereto in Appendix D. The excerpts were Section 7 of the NLRSD Board Policy Book and were noted
as adopted on June 26, 1986 and last revised on July 17, 2008.
42

Annexed hereto in Appendix E.

43

Annexed hereto in Appendix C. The NLRSD’s responses are noted in red font.

44

The NLRSD developed a comprehensive desegregation plan (the “Plan”) to satisfy the Federal District Court of
the NLRSD’s efforts to achieve unitary status, which would dismiss NLRSD from the litigation that led to the
Settlement Agreement. The Plan, dated April 29, 1992, was created by the NLRSD to address and remediate
violations of racial disparities in programs and activities in any schools in the NLRSD.
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in millions

ADE Funding
Recorded in APSCN
Not recorded in APSCN
Additional Transactions
Recorded in APSCN

Fiscal Year
2008
2009
$ 6.9
$ 10.3

2006
$ 7.0

2007
$ 7.3

$

7.0
$ 7.0

$ 6.1 $ 6.9
1.2
$ 7.3 $ 6.9

$

$ (0.4)

-

$

-

2010
$ 9.6

2011
$ 4.0

Total
$ 45.1

$ 10.3
$ 10.3

$ 9.6
$ 9.6

$ 4.0
$ 4.0

$ 36.9
8.2
$ 45.1

$ 0.5

$ (0.1)

-

$ 0.0

For FY 2007, Navigant’s preliminary review of the NLRSD’s transactions
recorded in APSCN revealed that approximately $1.2 million of the
Desegregation Funding paid by the ADE during FY 2007 was not recorded. 45
Additionally, Navigant noted that an adjustment to decrease revenue of $406,459
was recorded by the NLRSD. The following charts summarize the discrepancies
noted by Navigant for FY 2007: 46
FY 2007 Funding Not Recorded in APSCN
387 - Health Insurance & Teacher Retirement
$

835,501

388 - Magnet & M-to-M Transportation

406,459
$ 1,241,960

FY 2007 Revenue Decrease Adjustment Recorded in APSCN
387 - M-to-M Revenue
$
406,459
1. 387 - Health Insurance & Teacher Retirement
For FY 2007, Navigant’s preliminary analysis of the NLRSD’s transactions
recorded in APSCN revealed that approximately $835,501 of the
Desegregation Funding related to 387 - Health Insurance & Teacher
Retirement paid by the ADE during FY 2007 was not recorded. The chart on
the following page summarizes the payments made by the ADE to the
NLRSD related to 387 - Health Insurance & Teacher Retirement during FY
2007 and the amounts reflected and not reflected in APSCN:
45

As noted earlier in this report, NLRSD representatives stated that the accounting records for FY 2006 are
maintained in AS/400. Therefore, the $7 Desegregation Funding is not reflected in APSCN. Navigant did not
have access to the NLRSD’s AS/400 accounting records to analyze how the Desegregation Funding for FY 2006
was accounted for.

46

The $1.2 million not recorded in APSCN for FY 2007 was summarized in the chart on page 8 of this report.
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FY 2007 ADE Funding for
387 - Health Insurance & Teacher Retirement
FY 2006 Final Settlement
FY 2007 payments:
September
October
November
December
January
February
March
April
May
June
Total ADE Funding for FY 2007

$

417,751

$

151,911
151,911
151,911
151,911
151,911
151,911
151,911
151,911
151,911
151,911
1,936,864

Recorded in the NLRSD's APSCN
Not Recorded in the NLRSD's APSCN

$
$

1,101,363
835,501
1,936,864

It appears that the $835,501 not recorded in the NLRSD’s APSCN for FY
2007 is equal to twice the ADE payment related to FY 2006 Final Settlement
amount of $417,751 that was paid by the ADE during FY 2007. Accordingly,
it appears that the NLRSD may have erroneously made a duplicate
adjustment to its FY 2007 records to reclassify the ADE payment attributed
to FY 2006. Therefore, the Desegregation Funding for 387 - Health
Insurance & Teacher Retirement related to FY 2007 is understated by
$417,751. 47
2. 388 - Magnet & M-to-M Transportation
For FY 2007, Navigant’s preliminary analysis of the NLRSD’s transactions
recorded in APSCN revealed that approximately $406,459 of the
Desegregation Funding related to 388 - Magnet & M-to-M Transportation
paid by the ADE during FY 2007 was not recorded. The chart on the
following page summarizes the payments made by the ADE to the NLRSD
related to 388 - Magnet & M-to-M Transportation during FY 2007 and the
amounts reflected and not reflected in APSCN:
Because the NLRSD recorded its accounting transactions in AS/400 for FY 2006, Navigant was not able to
independently analyze and confirm whether any corresponding adjustments and reclass journal entries made by the
NLRSD pertaining to FY 2006 were properly recorded.

47
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FY 2007 ADE Funding for
388 - Magnet & M-to-M Transportation
FY 2006 Final Payment (October 2006)
FY 2007 payments:
First payment (October 2006)
Second payment (March 2007)
Total ADE Funding for FY 2007

$

Recorded in the NLRSD's APSCN
Not Recorded in the NLRSD's APSCN

$

406,459

333,218
333,218
$ 1,072,894
666,435
406,459
$ 1,072,894

It appears that the $406,459 not recorded in the NLRSD’s APSCN records
for FY 2007 is equal to the ADE’s final payment pertaining to FY 2006 that
was paid during FY 2007.48 Accordingly, it appears that the NLRSD properly
excluded the $406,459 ADE payment that was related to FY 2006 from its
FY 2007 APSCN records, however, Navigant was not able to confirm that
the $406,459 was recorded properly in AS/400 for FY 2006 because Navigant
does not have access to the NLRSD’s AS/400 accounting records.
Additionally, Navigant’s analysis noted that in the subsequent fiscal years the
payments of the 388 - Magnet & M-to-M Transportation funding from the
ADE accounted for by NLRSD in APSCN for FY 2008 to FY 2011 were
recorded in the respective fiscal years that they were received (i.e. the third
and final payment related to FY 2007 is received in September 2007, which is
in FY 2008, but is recorded in FY 2008 accounting records). 49 Accordingly,
for FY 2008 to FY 2011 the NLRSD APSCN did not reflect any adjustments
to reclassify final payments from the ADE that are received in the subsequent
fiscal years to which they are related.
Navigant also noted that for FY 2009, although the NLRSD’s APSCN
reflected the 3 payments made by the ADE during FY 2009, the following
two additional revenue journal entries were reflected in the NLRSD’s APSCN
Revenue Audit Trail for FY 2009 which nets to $461,908:
“Book MM Transp cost”
“Adj Mag Transp”

$ 1,300,628
(838,720)

48

ADE representatives informed Navigant that ADE makes three payments for 388 - Magnet & M-to-M
Transportation each fiscal year, however, the third payment is typically made at the beginning of the following fiscal
year.

49

ADE representatives informed Navigant that two months after the fiscal year end (August 31), the APSCN books
and records are closed and the School Districts cannot make any adjustments.
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Because the NLRSD’s APSCN already recorded the 3 payments made by the
ADE during FY 2009, these additional journal entries, which nets to
$461,908, appears to overstate the Desegregation Funding related to 388 Magnet & M-to-M Transportation for FY 2009.
3. 387 - M-to-M Revenue
Navigant also noted that the NLRSD APSCN records reflected an adjustment
of ($406,459) to 387-M-to-M Revenue. The dollar amount is equal to ADE’s
final payment for FY 2006 pertaining to 388 - Magnet & M-to-M
Transportation, which is noted in the previous chart above. Accordingly, it
appears the NLRSD not only recorded a duplicate adjustment, but also to the
wrong Source of Fund code. Therefore, the Desegregation Funding for 387 M-to-M Revenue related to FY 2007 is understated by $406,459.
Navigant also noted that for FY 2010, the NLRSD’s APSCN reflected a
decrease of $58,059 to Source of Fund 387 - M-to-M Revenue. The NLRSD
stated that this amount represents a repayment to the ADE for an
overpayment that the ADE made to the NLRSD.
Based on the analysis described above, it appears that the net Desegregation
Funding recorded for FY 2006 to FY 2011 in the NLRSD’s APSCN were
understated by $7,362,302, as summarized in the following chart:
Summary of Net Understated Desegregation Funding in APSCN
for FY 2006 to FY 2011
Over/(Understated)
50
FY 2006 Desegregation Funding
$ (7,000,000)
387 - Health Insurance & Teacher Retirement
Duplicate adjustment related to FY 2006 Final
Settlement recorded in FY 2007
$
(417,751)
387 - M-to-M Revenue
Duplicate adjustment related to 388 - Magnet &
M-to-M Transportation recorded in FY 2007
(406,459)
388 – Magnet & M-to-M Transportation
Additional journal entries recorded in FY 2009
461,908
Total Net Understated Desegregation Funding
$ (7,362,302)

The CFO stated that the $7 million Desegregation Funding for FY 2006 is recorded in AS/400. Navigant did
not have access to the NLRSD’s AS/400 accounting records and therefore is unable to independently analyze and
confirm how the Desegregation Funding for FY 2006 was accounted for.
50
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4. Incorrect Source of Funds
As noted on pages 8 and 9 of this report, Navigant’s analysis revealed that
$993,224 was not recorded properly with the ADE designated desegregation
Source of Fund codes in APSCN, as summarized in the following chart:

Fiscal Year
FY 2008
FY 2010

$
$

Amount
549,41651
443,80852
993,224

ADEDesignated
Source of
Fund
2387
2388

Recorded
Source of
Fund
2000
2387

The NLRSD conceded that the $993,224 was recorded erroneously and was
not corrected.
5. Expenditures related to the Desegregation Funding
The NLRSD stated that the expenditures related to the Desegregation
Funding were not recorded separately to distinguish from the general
unrestricted operating fund (Source of Fund 2000).
D. Results of Navigant’s Updated Preliminary Analysis
Navigant’s updated preliminary analysis on the additional information provided
by the NLRSD confirms the lack of adequate controls and procedures relating to
the NLRSD’s accounting of the Desegregation Funding.
Although Navigant was informed by the Director of Purchasing that there are
separate accounting roles in the preparation, approval and input of transactions
to APSCN, 53 it does not appear that these existing roles ensure that the nature,
timing and extent of the Desegregation Funding is recorded properly in APSCN.
Additionally, the NLRSD cannot readily quantify the expenditures incurred for
Desegregation-related purposes because such expenditures were not accounted
for separately. Accordingly, Navigant continues to recommend that there should
be separate reporting of the Desegregation Funding in accordance with the
appropriate desegregation codes established by the ADE. The Funding and
51

The $549,416 represents Funding provided by the ADE for 387 – Health Insurance & Teacher Retirement.

52

The $443,808 represents Funding provided by the ADE for 388 – Magnet and M-to-M Transportation.

53

The Director of Purchasing stated that he prepares the journal entries on paper, which are then reviewed,
approved and input to APSCN by the CFO.
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related expenditures should not be commingled with general unrestricted fund
accounts and should be transparent.
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Appendix A

Arkansas Department of Education - Desegregation Funding Analysis
North Little Rock School District ("NLRSD")
Appendix A: Summary of Desegregation Funding and Expenditures by Fiscal Year
FY 20061
ADE Desegregation Funding:
387 - Health Insurance & Teacher Retirement
387 - Majority to Minority Incentive
388 - Magnet & M-to-M Transportation
Total ADE Desegregation Funding

$

$

1,475,605
4,691,996
853,733
7,021,333

Additional Transactions Recorded in APSCN by NLRSD:
387 - Majority to Minority Incentive
388 - Magnet & M-to-M Transportation
Less Expenditures Recorded in Desegregation Funds:
Salaries
Employee Benefits
Purchased Services:
Advertising
Fleet Insurance
Property Insurance
Other Insurance
Legal Fees
Maintenance And Repairs
Other Professional Services
Rent
Services Purchased from Other LEAs in State
Travel
Tuition to Other LEAs in State
Tuition to Private Schools
Other Tuition
Gasoline
Supplies, Books and Materials
Equipment
Heating Oil
Dues and Fees
Total Expenditures Recorded in Desegregation Funds
Remaining Desegregation Funding Balance

$

$
$

7,021,333

FY 20072
$

$

1,936,864
4,329,372
1,072,894
7,339,130

$

(406,459)

$

$
$

7,339,130

FY 20083
$

$

2,104,371
6,904,506
1,251,199
10,260,076

$

461,908

$

$

693,921
182,562
25,175
901,658

$

5,982,431

$

1,586,718
3,992,864
1,304,508
6,884,089

FY 20093

$

1

The ADE Desegregation Funding for FY 2006 totaling $7,021,333 was not reflected in NLRSD's ASPCN records.

2

The ADE Desegregation Funding for FY 2007 was reflected in NLRSD's ASPCN records except for the following amounts:
387 - Health Insurance and Teacher Retirement $835,501
388 - Magnet & M-to-M Transportation $406,459

3

The entire amount of the ADE Desegregation Funding for these respective fiscal years were reflected in NLRSD's APSCN records.

4

This amount is the net of two transactions reflected in the APSCN Revenue Audit Trail Report: $1,300,628 and ($838,720).

5

Transactions reflected in APSCN as of December 9, 2010.

$

FY 20103
$

FY 20115

$

2,179,474
6,046,974
1,349,523
9,575,971

$

$

(58,059)

$

$

730,674
294,854
94,995
454,346
359,210
909,544
1,207,232
18,750
4,164
1,761,736
576,276
475,353
2,597,050
385,520
4,543
9,874,247

$

$

7,116,866
4,394,584
94,003
61,897
138,893
161,704
643,252
40,800
22,523
1,770,077
504,220
108,000
538,736
66,006
29,852
15,691,413

$

(5,431,337)

$

(298,276)

$

1,131,552
1,796,673
1,093,859
4,022,083

$

$

Grand Total

%

10,414,583
27,762,385
6,925,715
45,102,683

23.1%
61.6%
15.4%

$

(464,518)
461,908

$

$

196,270
60,142
8,751
7,201
24,994
6,750
304,108

$

8,737,731
4,932,142
102,754
94,995
454,346
61,897
498,103
1,078,449
1,875,478
59,550
26,687
3,531,813
1,080,496
108,000
475,353
3,167,711
451,526
34,395
26,771,426

$

3,717,975

$

18,331,257

4

32.6%
18.4%
0.4%
0.4%
1.7%
0.2%
1.9%
4.0%
7.0%
0.2%
0.0%
0.1%
13.2%
4.0%
0.4%
1.8%
11.8%
1.7%
0.0%
0.1%
100.0%

Appendix B

Arkansas Department of Education - Desegregation Funding Analysis
North Little Rock School District
Appendix B: Matrix of Potential Issues Identified During Desegregation Funding Analysis

Potential
Misconduct

Potential Issues Identified

Potential Fraud

Lack of Segregation
of Duties

Lack of Written
Policies &
Procedures

Lack of Additional
Review, Oversight
and Compliance

A. Lack of Policies & Procedures:
Understanding of Mandates Surrounding Desegregation Funding
Following Precedence on Calculation of Transportation Reimbursement

X
X

X

X
X

X
X

X
X

B. Accounts Payable:
Access to Make Changes to Vendor Master List

X

X

X

X

X

C. Plant Services Blanket Purchase Orders:
Blanket Purchase Orders Are Not Competitively Bidded
Approvals Thresholds Do Not Follow Board Policy

X
X

X
X

X
X

X
X

X
X

5

4

5

5

5

Count:

Appendix C

North Little Rock School District (“NLRSD”)
Follow-up Questions
February 8, 2011
The following is a list of follow-up questions related to our analysis of the journal entries recorded in
NLRSD’s APSCN in connection with the recording of the receipt and use of the funding provided
by the Arkansas Department of Education (“Desegregation Funding”). The Desegregation Funding
provided by ADE to NLRSD was associated with the following APSCN Source of Funds noted in
the Arkansas Financial Handbook:
Source of Fund

Related Revenue Account

387 M-to-M Revenue

32812

387 Teacher Retirement & Insurance Court Settlement

32814

388 Magnet & M-to-M Transportation

32813

I. FY 2006 and FY 2007
NLRSD representatives stated that its accounting records were maintain in AS/400 CIMS
III software (“AS/400”) prior to reporting live in APSCN beginning in FY 2008.
A. FY 2006
Navigant noted that there were no related expenditures reflected in (or migrated to)
APSCN for FY 2006 related to the use of the Desegregation Funding.
Can you quantify the related expenditures that were recorded in AS/400 that reflects
the use of the Desegregation Funding for FY 2006? For example, provide the
following information in connection with the nature and amount of the expenditures
for At-Risk Programs:
At-Risk Program Name
Expenditure Type Expenditure Amount
These items on the AS/400 were not coded to the Fund/Source of Funds that we
are now using in APSCN. These expenditures were coded to the Operational Fund
2000.
Since the termination of payments pursuant to section VIII (B) and (C), which
concluded in or about 1999, NLRSD has not received any funding from ADE that
was restricted in use for Desegregation Programs. NLRSD has and currently does
receive incentive funding from ADE, which is intended to encourage NLRSD’s
participation in the M-to-M and Magnet School transfers. However, these are the
1

primary funds that are used to support the programs outlined in the NLRSD
Desegregation Plan and discussed in the testimony given in the hearing on NLRSD’s
Petition for Unitary Status in 2010.
B. FY 2007
1. Revenue
a. 387 Health Insurance & Teacher Retirement
The ADE paid $1,936,864 to NLRSD for FY 2007, however, only
$1,101,363 was recorded as a lump sum amount on June 29, 2007 to
Source of Fund 2000 and Revenue Account #32814, or a difference
of $835,501.
1. Should the $1,101,363 be recorded in Source of Fund 2387?
Yes. It should have been coded to 2387, not 2000.
2. Where is the remainder of $835,501 recorded in APSCN?
NLRSD recorded in APSCN what was submitted by the
ADE. The 835,501 is not recorded in APSCN.
b. 387 M-to-M Revenue
What is purpose of the journal entry for ($406,459) recorded to
Source of Fund 2387 and Revenue Account 32812 on June 29, 2007?
The Reference and Description fields were blank.
The (406,459) was not a journal entry, but a (-) receipt to adjust
downward the amount received in MM Revenue to agree with the
amount in AS/400.
c. 388 Magnet & M-to-M Transportation
The ADE paid $1,072,894 to NLRSD for FY 2007, however, only
$666,435 was recorded as a lump sum amount on June 29, 2007 to
Source of Fund 2388 and Revenue Account #32813, or a difference
of $406,459.
Where is the remainder of $406,459 recorded in APSCN?
The amount recorded in APSCN was the amount received from
ADE. In transporation revenue, much of the time we receive an
amount for a previous fiscal year in the next fiscal year. I don’t know
how the ADE reports to you, but, we record what is sent to us via
Direct Deposit.

2

2. Expenditures
Navigant noted that there were no related expenditures reflected in (or
migrated to) APSCN for FY 2007 related to the use of the Desegregation
Funding.
Can you quantify the related expenditures that were recorded in AS/400 that
reflects the use of the Desegregation Funding for FY 2007? For example,
provide the following information in connection with the nature and amount
of the expenditures for At-Risk Programs:
At-Risk Program Name
Expenditure Type Expenditure Amount
As stated in the interview and explained above, the expenditures that utilized
the MM funds were spent out of 2000 (operating).
II. FY 2008
A. Revenue
387 Health Insurance & Teacher Retirement
The ADE paid $1,586,718 to NLRSD for FY 2008, which were recorded by
NLRSD in APSCN as follows:
$1,037,302 to Source of Fund 2387 and Revenue Account 32814 (7 entries)
$ 549,416 to Source of Fund 2000 and Revenue Account #32814 (2 entries)
Why was $549,416 recorded to Source of Fund 2000?
An error on the FSOF was made and not corrected.
B. Expenditures
Navigant noted that there were limited expenditures reflected in (or migrated to)
APSCN for FY 2008 related to the use of the Desegregation Funding.
Can you quantify the related expenditures that were recorded in AS/400 that reflects
the use of the Desegregation Funding for FY 2008? For example, provide the
following information in connection with the nature and amount of the expenditures
for At-Risk Programs:
At-Risk Program Name
Expenditure Type Expenditure Amount
As stated in the interview and explained above, these expenditures were considered
operational and were not coded to specific FSOF related to M-to-M or
Transportation.

3

III. FY 2009
ADE funding of 388 Magnet & M-to-M Transportation
The ADE paid $1,251,199 to NLRSD for FY 2009, which were recorded in three
journal entries in APSCN to Source of Fund 388 and Revenue Account 32813.
Additionally, the following two additional entries were also recorded in APSCN in
period 13:
$1,300,628 – “Book MM Transp cost”
($838,720) – “Adj Mag Transp”
What is the purpose of these two entries?
JE1446 was booking the Transportation cost not yet received with the offset to
Accounts Receivable. JE1455 adjusts the amount that will be received.
IV. FY 2010
A. Revenue: 387 M-to-M Revenue
What is purpose of the journal entry for ($58,059) recorded to Source of Fund 2387
and Revenue Account 32812 on June 30, 2010?
NLRSD received notice from the ADE that they had overpayed NLRSD by
58,059.00. This represents the check # 142912 of the repayment to the ADE.
B. Revenue: of 388 Magnet & M-to-M Transportation
The ADE paid $1,349,523 to NLRSD for FY 2010, which were recorded in the
following two journal entries in APSCN:
$905,715 to Source of Fund 2388 and Revenue Account 32813
$443,808 to Source of Fund 2387 and Revenue Account 32814
Receipt#10108 was for 905,715.36
Receipt#10574 for 443,807.63 was coded to the incorrect FSOF/Account
Why was $443,808 recorded to the Source of Fund and Revenue Account that
pertains to Teacher Retirement & Insurance Court Settlement?
An error occurred and was not caught.
V. Document Requests
A. Organization chart of the accounting department
Attachment: Org Chart 10-11 Finance Department.pdf
B. Business Practices from the Board Policy Book
Attachment: BusPolxxxxxxx.pdf (several files)

4

Appendix D

North Little Rock School District
Organizational Chart
Board of Education

Kenneth Kirspel, Superintendent
Greg Daniels, Chief Financial and Information Services Officer

Jeff Martello, Director of Finance, Audit and Purchasing
Marsha Satterfield, Director of Child Nutrition
Jerry Dowdy, Manager of Information and Technology
Laura Jennings, Coordinator of Nutrition
Cedric Black, Webmaster
Jerry Massey, Administrative Director of Plant Services
Alan Crownover, Supervisor of Plant Services
Kim Collie, Supervisor of Custodians
Raymond Smith, Energy Management Supervisor

Updated
8/19/2010

Ray Hankins, Software Support Specialist

Appendix E

7.1—FISCAL YEAR
The District’s fiscal year shall begin July 1 and end on the following June 30.

Legal Reference:

A.C.A. § 6-20-410

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.2—ANNUAL OPERATING BUDGET
The Superintendent shall be responsible for the preparation of the annual operating budget for the
District. The Superintendent shall present the budget to the Board for its review, modification, and
approval.
The budget shall be prepared in the electronic format as prescribed by the State Board of Education
and filed with the Arkansas Department of Education no later than September 15 of each year.
The approved budget shall provide for expenditures that are within anticipated revenues and reserves.
The District Treasurer shall present monthly reconciliation reports and a statement on the general
financial condition of the District monthly to the Board.
Line item changes may be made to the budget at any time during the fiscal year upon the approval of
the Board. Any changes made shall be in accordance with District policy and state law.

Legal References:

A.C.A. § 6-17-914
A.C.A. § 6-13-701 (c) (3)
A.C.A. § 6-20-2202

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.2.1 – ANNUAL AUDIT
All District accounts are to be audited annually by a certified public accountant selected by the Board.
The audit firm shall be selected every five years beginning with the 1987-88 fiscal year.
A copy of the audit report shall be placed in the North Little Rock Public Library and copies sent to
the Arkansas Department of Education and the State School Auditor.
Date Adopted: March 23, 1993
Last Revised: July 17, 2008

7.3—MILLAGE RATE
The Board shall publish, at least sixty (60) days in advance of the school election at which the annual
ad valorem property tax for the district is decided by the electors, the District’s proposed budget,
together with a millage rate sufficient to provide the funds necessary for the District’s operation.

Legal References: A.C.A. § 6-13-622
Arkansas Constitution: Article 14 Section 3 (c) as amended by Amendment 74

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.4—GRANTS AND SPECIAL FUNDING
The Superintendent or his/her designee may apply for grants or special funding for the District. Any
grants or special funding that require matching District resources shall receive Board approval prior to
the filing of the grant’s or special resource’s application.

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.5—PURCHASES OF COMMODITIES
Purchases shall be made in accordance with State laws and procurement procedures governing school
purchases that are deemed to be in the best interest of the District and are the result of fair and open
competition between qualified bidders and suppliers.
DEFINITIONS
“Commodities” are all supplies, goods, material, equipment, computers, software, machinery,
facilities, personal property, and services, other than personal and professional services, purchased on
behalf of the District.
“Specifications” means a technical description or other description of the physical and/or functional
characteristics of a commodity.
Purchases of commodities with a purchase price of more than $10,000 require prior Board approval;
unless an emergency exists in which case the Superintendent may waive this requirement.
The district shall notify in writing all actual or prospective bidders, offerors, or contractors who within
at least 10 calendar days make a written request to the district for notification of opportunities to bid.
The notification shall be made in sufficient time to allow actual or prospective bidders, offerors, or
contractors to submit a bid or other appropriate response.
All purchases of commodities in which the estimated purchase price equals or exceeds ten thousand
dollars ($10,000) shall be procured by soliciting bids through the Purchasing Office. Specifications
shall be devised for all commodities to be bid that are specific enough to ensure uniformity of the bid
and yet not so restrictive that it would prevent competitive bidding. The bid specifications shall not
include the name or identity of any specific vendor. The Board reserves the right to reject all bids and
to purchase the commodity by negotiating a contract. In such an instance, each responsible bidder
who submitted a bid shall be notified and given a reasonable opportunity to negotiate.
Bids shall be awarded after careful examination of the details of the bid to determine the best overall
value to the District. In instances where the low bid was not accepted a statement of the reasons shall
be attached to the bid. Bidders submitting written bids shall be notified in writing of the bid award.
The following commodities may be purchased without soliciting bids provided that the purchasing
official determines in writing that it is not practicable to use other than the required or designated
commodity or service, and a copy of this statement is attached to the purchase order:
1.
2.
3.
4.
5.

Commodities in instances of an unforeseen and unavoidable emergency;
Commodities available only from the federal government;
Utility services;
Used equipment and machinery; and
Commodities available only from a single source.

Prospective bidders, offerors, or contractors may appeal to the district’s superintendent if they believe
the district failed follow district bidding and purchasing policy or state law.
Any award of a contract shall be subject to revocation for ten working days or, if an appeal is
received, after resolution of the appeal. This shall give prospective bidders, offerors, or contractors the
opportunity to appeal the bid award if they believe the facts warrant an appeal. Any appeal shall be in
writing by certified mail and received by the district office, “attention to the Administrative” within
seven calendar days following the initial and revocable award of the contract.
If the district receives an appeal of a bid award, they shall notify, in writing, those prospective bidders,
offerors, or contractors who have made a written request to the district for notification of
opportunities to bid that an appeal has been submitted. The notification shall state:
• that the contract award has been halted pending resolution of the appeal and could be
revoked;
• the reasons for the appeal;
• that the recipient of the letter may respond to the protested issues identified in the appeal;
• the date the decision on the appeal will be made and notification sent;
• that if the appeal is upheld, the bidding process will start all over again;
• that if the bidding is re-opened, changes will be made to the request for bids as necessary to
satisfy the reasons for upholding the appeal.
The sole authority to resolve any appeal made relating to this policy shall rest with the superintendent.
The superintendent’s decision shall be final and conclusive. In the event the district upholds an
appeal, the sole responsibility of the district to the aggrieved bidder(s) shall be the re-opening of the
bidding process.

Legal References:

A.C.A. § 6-21-301, 303, 304, 305, 306
A.C.A. § 6-24-101 et seq.

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.6—ACTIVITY ACCOUNT
The District shall maintain an account of activity funds. The funds for the account are those revenues
derived from the sale of tickets to athletic contests or other school sponsored activities; the sale of
food other than that sold in the cafeteria; the sale of soft drinks, school supplies, and books; and fees
charged by clubs and organizations.
Activity funds shall be maintained and accounted for according to guidelines and procedures
established by the General Education Division of the Department of Education.
The Superintendent shall be the custodian of all activity funds and shall be responsible and
accountable for the funds. The Superintendent may appoint a co-custodian for each school in the
District who shall also be responsible for the activity funds he/she maintains.

Legal Reference:

A.C.A. § 6-13-701 (e)

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.7—CASH IN CLASSROOMS
Teachers shall deposit daily to the principal’s office all activity funds collected in their classrooms.
No cash or checks are to be left in any classroom overnight.

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.7.1—RESPONSIBILITY FOR FUNDS
Funds entrusted to District employees are the complete responsibility of such employees.
Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.8—PERSONAL PROPERTY
Personal property--all items purchased by the teacher with his own funds to be used as teaching aids
in the classroom shall be considered as his personal property. These items should be labeled and
registered in the principal's office. Items should be removed from the building each summer,
otherwise items become the property of the District.

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.8.1.—DONATED PROPERTY
Items which have been purchased by any individual or group, including parent support
groups, become the permanent property of the District.
Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.9—PROPERTY INSURANCE
The Superintendent shall be responsible, with approval of the Board, for maintaining adequate
insurance coverage for all District properties.

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.9.1—SALE OF REAL ESTATE
District owned real estate shall be sold only upon action of the Board of Education.
The manner of sale of real property should be determined by action of the Board. This would involve
advertising for bids, securing offers, or any other arrangement that would be advisable in line with the
nature of the property or equipment to be sold.

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.10—PUBLIC USE OF SCHOOL BUILDINGS
It is the policy of the Board that District school buildings may be used by citizens of the District to
conduct lawful meetings for social, civic, or recreational purposes provided such meetings do not
interfere with the regular school work. The Superintendent shall be responsible, with Board approval,
for establishing procedures governing such use of school buildings. The governing procedures shall
be viewpoint neutral. Building principals shall be consulted to determine if there exists any conflict
with planned school activities prior to other groups being allowed to use school facilities.
The District shall establish a fee schedule for the use of school facilities. Charges made for the use of
school facilities shall reflect the actual costs (e.g. labor, utility, and materials) incurred by the District.
Organizations using school facilities assume full and complete responsibility for the conduct of all
persons, regardless of age, associated with their use of the facility while they are in or about the
facility. Smoking or the use of tobacco or products containing tobacco in any form or the use of drugs
or intoxicants is prohibited. Firearms of any kind are not allowed on school property unless the person
carrying the firearm is permitted to do so by law as defined in A.C.A. § 5-73-120.

Legal Reference:

A.C.A. § 6-21-101
A.C.A. § 5-73-120

Date Adopted: June 26, 1986
Last Revised: July 17, 2008

7.10.1—ENERGY MANAGEMENT CONSERVATION POLICY
As the School Board of the North Little Rock School District, we believe it to be our responsibility to
ensure that every effort is made to conserve energy and natural resources while exercising sound
financial management.
The implementation of this policy is the joint responsibility of the board members, administrators,
teachers, students and support personnel and its success is based on cooperation at all levels.
The district will maintain accurate records of energy consumption and cost of energy and will provide
information to the local media on the goals and progress of the energy conservation program.
The building administrator, working with the energy manager will be accountable for energy
management on his/her campus with energy audits being conducted and conservation program
outlines being updated Judicious use of the various energy systems of each campus will be the joint
responsibility of the energy manager, plant services, principal and head custodian to ensure that an
efficient energy posture is maintained on a daily basis.
To ensure the overall success of the energy management program, the following specific areas of
emphasis will be adopted:
1.

All district personnel will be expected to contribute to energy efficiency in our district. Every
person will be expected to be an “energy saver” as well as an “energy consumer”.

2.

Energy management on his/her campus will be made a part of the building
administrator’s annual evaluation.

3.

Within sixty (60) days, administrative Energy Guidelines will be adopted that will be the
“rules of the game” in implementing our energy program.

4.

Further, to maintain a safer and healthier learning environment and to complement the
energy management program, the district shall follow the Arkansas Public School
Academic Facilities and Transportation preventive maintenance and monitoring plan for
its facilities and systems, including HVAC, building envelope, and moisture management.

5.

The School Board of North Little Rock School District directs the development of short and
long range plans in the areas of facilities management and preventive maintenance as
prescribed by Arkansas Public School Academic, and Transportation Division.

Date Adopted: September 15, 2005
Last Revised: July 17, 2008

7.11—USE OF SCHOOL FUNDS FOR POLITICAL PURPOSES
School funds shall not be used for political, charitable, or humanitarian purposes.

Date Adopted: July 17, 2008

7.12—EXPENSE REIMBURSEMENT
Reimbursement for expenses related to travel and/or attendance at conference and professional
development activities incurred by district employees and/or members of the Board of Directors on
behalf of the district shall be done according to the following guidelines. Original receipts must
accompany all requests for reimbursement to the extent that such receipts are customarily available.
For a receipt to be valid it should contain the name of the issuing company, the date, and the amount
of items purchased. Employees are only eligible for reimbursement for travel expenses for travel
which has been approved in advance. No cash advances shall be made for travel. Reimbursement for
travel shall be for the lesser of the cost between travel by air or by car with some consideration
allowed for length of time of the method of travel.
To the extent practicable, employees shall have the district pay initial conference and professional
development registration fees and associated necessary and materials. In the occasional circumstances
where this is not practical, the district shall reimburse the employee for such fees if they were
authorized in advance and are supported with proper receipts.
Meal expenses incurred by the superintendent or other administrators as necessary, in the
performance of their duties when meeting with state officials or consultants may be reimbursed on a
prorated, per person basis in line within the mandates of this policy. Such expenses shall only be
reimbursed when the expenditure is likely to result in a tangible benefit to the district.
Rates for Reimbursement
Mileage allowance shall be reimbursed at the rate of the state of Arkansas permanent rate. Mileage
shall be reimbursed on the basis of the shortest, most reasonable, route available.
When travel necessitates overnight lodging, reimbursement shall be equal to or less than the current
IRS rate unless at least one of the following conditions is met.
•

•
•

The location of the conference or other approved reason for travel is located in a hotel which does
not offer rates within the IRS rate schedule. In such an instance, the employee shall be
reimbursed at the “special conference rate” if available. If such a rate is not offered, or is no
longer available, the employee shall be reimbursed for lodging costs that are reasonable for single
occupancy rates at the hotel in which the conference is held.
The hotel in which the conference is held has no rooms available. In such an instance, the
employee shall be reimbursed for reasonable single occupancy lodging costs in another hotel
located near the conference.
The conference or other approved reason for travel is held in a location other than one that is part
of a hotel. If the rates of the hotels located near the conference or other approved reason for travel
are not within the IRS rate schedule, the employee shall be reimbursed for reasonable single
occupancy lodging costs in a hotel located near the conference. The IRS rate will be attached to
the purchase order.

To the extent practicable, employees shall receive assistance from administrators or their designee in
arranging travel plans to help keep expenses to a minimum.

Expenses not covered
The district shall not reimburse the following items/categories of expenses.
• Alcoholic beverages;
• Entertainment expenses – including sports or sporting events or pay per view or game expenses at
motels;
• Replacement due to loss or theft;
• Discretionary expenses for items such as clothing or gifts;
• Medical expenses incurred while on route to or from or at the destination of the reason for the
travel;
• Optional or supplementary insurance obtained by the employee for the period covered during the
travel; and
• Tips, other than those required by the source of the expense, e.g. a restaurant which adds a tip to
the bill for all groups of six or more.

Airport Associated Expenses
Receipts for airport associated expenses are required for reimbursement. All airline flights shall be by
coach/economy class. Upon arrival at their destination, employees are expected to take the less
expensive option between a taxi and an airport shuttle service to his/her hotel or meeting site. When
circumstances dictate that a rental car is necessary and/or the most economical approach to the travel
requirements, the least expensive car that will accomplish the job should be rented. The district shall
not reimburse for any kind of rental car supplemental insurance.

Date Adopted: July 17, 2008

7.14—USE OF DISTRICT CELL PHONES and COMPUTERS
Board members, staff, and students shall not be given cell phones or computers for any purpose other
than their specific use associated with school business. School employees who use a school issued cell
phones and/or computers for non-school purposes, except as permitted by the district’s Internet/computer
use policy, shall be subject to discipline, up to and including termination. Students who use a school
issued cell phones and/or computers for non-school purposes, except as permitted by the district’s
Internet/computer use policy, shall be subject to discipline, up to and including suspension or expulsion.
All employees are forbidden from using school issued cell phones while driving any vehicle at any time.
Violation may result in disciplinary action up to and including termination.

Cross References: 4.47
POSSESSION AND USE OF CELL PHONES, BEEPERS, ETC.
CFSC
COMPUTER NETWORK APPROPRIATE USE
CFSC-CL COMPUTER NETWORK APPROPRIATE USE FOR CLASSIFIED

Legal References:

IRC § 132(d)
IRC § 274(d)
IRC § 280F(d)(4)

Date Adopted:
Last Revised:

August 20, 2009
August 20, 2009

7.16—INFORMATION TECHNOLOGY SECURITY
The superintendent shall be responsible for ensuring the district has the necessary components in place to
meet the district’s needs and the state’s requirements for information technology (IT) security. The district
shall appoint an information technology security officer (ISO) who, along with other IT staff, the
superintendent and district management appointed by the superintendent shall develop the necessary
procedures to create a district–wide information technology security system meeting the requirements of
this policy and the standards prescribed by the Arkansas Department of Education.
The IT security system shall contain the necessary components designed to accomplish the following.
Sensitive information shall be protected from improper denial, disclosure, or modification.
Physical access to computer facilities, data rooms, systems, networks and data will be limited to those
authorized personnel who require access to perform assigned duties.
Traffic between internal (district) resources and external (Internet) entities will be regulated by network
perimeter controls. To the extent technologically feasible, network transmission of sensitive data should
enforce encryption.
User access to the district’s technology system and its applications shall be based on the least amount of
access to data and programs necessary to perform the user’s job duties.
Student or financial applications software developed for or by the district will be tested prior to
implementation to ensure data security through proper segregation of programs.
Monitoring of internal and external networks and systems will be designed to provide early notification of
events and rapid response and recovery from IT related incidents and/or attacks.
Continuity of critical IT services will be ensured through the development of a disaster recovery plan
appropriate for the size and complexity of the district’s IT operations.
Software protection of servers and workstations will be deployed to identify and eradicate malicious
software attacks such as viruses, spyware, and malware.

Legal Reference: Commissioner’s Memo RT 09-010

Date Adopted:
Last Revised:

August 20, 2009
August 20, 2009

Earle School District
LEA # 1802
Crittenden County

Fiscal Distress Indicators and Additional Concerns:
* A declining balance determined to jeopardize the fiscal integrity of the school district.
* Material failure to provide timely and accurate legally required financial reports to the department, the Division of Legislative Audit,
the General Assembly, or the Internal Revenue Services.
* Insufficient funds to cover payroll, salary, employment benefits, or legal tax obligations.
* Material discrepancies between budgeted and actual school district expenditures.
* Any other fiscal condition of a school district deemed to have a detrimental negative impact of the continuation of educational
services by the school district.

District Profile:
2006-07
Superintendent
Jack Crumbley
4 QTR ADM
819
Assessment
25,109,534
Total Mills
44.80
Total Debt Bond/Non Bond
7,365,733
Per Pupil Expenditures
10,157
Personnel-Non-Fed Certified FTE
55.39
Personnel-Non-Fed Certified Clsrm FTE
48.96
Avg Salary-Non-Fed Cert Clsrm FTE
49,446
Avg Salary-Non-Fed Cert FTE
52,727
Net Legal Balance (Excl Cat & QZAB)
352,931
*FY10 balance includes a $500,000 current loan.

2007-08
Jack Crumbley
807
24,741,061
44.80
7,533,295
10,075
76.88
70.25
33,529
37,915
530,574

2008-09
Jack Crumbley
777
24,882,333
44.80
7,699,996
12,081
77.05
70.25
37,610
41,834
358,503

2009-10
Jack Crumbley
749
24,341,951
44.80
7,798,172
13,288
76.84
70.32
35,782
39,643
* 485,326

▪As of January 2011, the District had an adjusted bank balance of $377,601.62 which included $688,215 in current
loan proceeds
District Actions:
▪Effective February 7, 2010, Mr. Ricky Nicks was named "Interim" Superintendent of the District.
▪Effective March 3, 2010, Mr. Ricky Nicks was named "Acting" Superintendent of the District.

Fiscal and Administrative Services
Financial Accountability and Reporting
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May 16, 2011

2000
2000

8/26/2008
12/10/2008

2001
2001
2000

2001
2001
2001
2001
2001
2001
2001
2001
2000

2/3/2011
2/3/2011
1/29/2011
1/29/2011
1/29/2011
1/29/2011
1/29/2011
2/3/2011
3/8/2011

2010-11 Total YTD

FUND #

2010-11

2009-10 Total

FUND #

2009-10

9/29/2009
3/12/2010
2/4/2010

2008-09 Total

FUND #

2008-09

AS OF 03/21/2011

EARLE SCHOOL DISTRICT
Current Loan Data

500,000.00

Beginning
Balance

0.00

LOAN
PROCEEDS

Beginning
Balance

688,215.00

75,000.00
18,215.00
95,000.00
500,000.00

LOAN
PROCEEDS

1,000,000.00

500,000.00
500,000.00

350,000.00

350,000.00

LOAN
PROCEEDS

0.00

Beginning
Balance

530,251.04

613.71
18,144.53
505,575.00
3,097.02
2,820.78

LOAN
PAYMENTS

500,000.00

500,000.00

LOAN
PAYMENTS

356,978.61

356,978.61

LOAN
PAYMENTS

688,215.00

500,000.00

0.00

Year End
Balance

Posted to Period 4 (October)
Posted to Period 4 (October)
Posted to Period 6 (December)
Posted to Period 6 (December)
Posted to Period 6 (December)
Posted to Period 6 (December)
Posted to Period 6 (December)
Posted to Period 7 (January)
Posted to Period 8 (February)

Posted as Dues & Fees
Posted as Interest
Posted as Principal
Posted as Interest
Posted as Interest

Arkansas Department of Education
Arkansas Public School Computer Network
Earle School District
Bank Reconciliation
BANK
BALANCE

July , 2010
August, 2010
September, 2010
October, 2010
November, 2010
December, 2010
January, 2011

DEPOSIT OUTSTANDING
IN
CHECKS
TRANSIT

ADJUSTED
BANK
BALANCE

GL CASH
BALANCE

BANK
VARIANCE

820,316.37

532,075.11

1,078,960.89

273,430.59

273,430.59

0.00

328,894.35

131,616.16

446,609.20

13,901.31

13,901.31

0.00

284,613.91

526,103.91

682,101.90

128,615.92

128,615.35

0.57

382,749.64

369,587.36

605,600.10

146,736.90

145,156.33

1,580.57

255,014.64

403,292.81

595,117.87

63,189.58

63,189.58

0.00

469,606.07

0.00

276,044.41

193,561.66

193,561.66

0.00

772,507.76

0.00

434,906.14

337,601.62

259,231.38

78,370.24

The $337,601.62 adjusted bank balance for January 2011 includes $688,215 current loan
proceeds.

A declining balance determined to jeopardize the fiscal integrity of the
school district

District LEA
District Description
FY-08 Legal Balance
FY-08 Restricted SOF
FY-08 Deposits with Paying Agents
FY-08 Current Loans
FY-08 Unrestricted Legal Balance

1802000
EARLE SCHOOL DISTRICT
566,192
35,619
0
0
530,574

FY-09 Legal Balance
FY-09 Restricted SOF
FY-09 Deposits with Paying Agents
FY-09 Current Loans
FY-09 Unrestricted Legal Balance

358,503
12,594
0
350,000
345,908

FY-10 Legal Balance
FY-10 Restricted SOF
FY-10 Deposits with Paying Agents
FY-10 Current Loans
FY-10 Unrestricted Legal Balance
Two Year Change
Two Year Projected Balance
FY-11BUDGET
FY-11 Legal Balance
FY-11 Restricted SOF
FY-11 Deposits with Paying Agents
FY-11 Current Loans
FY-11 Unrestricted Legal Balance

(Repaid within year)

736,608
268,211
0
500,000
(31,602)
(562,176)
(593,778)

746,207
150,751
0
0
595,456

As of January 2011 the District had an adjusted bank balance of $377,601.62 which
includes $688,215 current loan proceeds.

Material failure to provide timely and accurate legally required financial
reports to the department, the Division of Legislative Audit, the General
Assembly, or the Internal Revenue Services
The Department held a conference on January 31, 2011 with the District. The
district only disclosed a portion of the current loan information until questioned.
Information submitted with questionnaire did not contain correct financial
information.
Insufficient funds to cover payroll, salary, employment benefits, or legal tax
obligations
FY10 the district utilized $1,000,000 in current loans. Of the $1,000,000 only
$500,000 was repaid during the year with the remaining $500,000 incorporated in
the ending balance of $468,397.
During our review it was noted on October 14, 2010 and again on February 25,
2011 the district paid a late fee of $154 respectively to Employee Benefits Division.
FY11 the district currently has utilized a total of $688,215 in current loans.
Material discrepancies between budgeted and actual school district
expenditures
The FY10 and FY11 budgets did not contain any revenue or expenditures amounts
for currents loans.
Any other fiscal condition of a school district deemed to have a detrimental
negative impact on the continuation of educational services by that school
district
There were several questionable items noted during our review which cause
concerns including large amounts posted to miscellaneous revenue then reversed
through journal entries. Also noted were numerous bank charges each month.

Between the dates of December 1, 2010 to January 28, 2011 the following
entries were made to ASPCN receipts as Miscellaneous Revenue. During
this range of dates, no revenue was posted to Local Taxes and State
Foundation Funding accounts. On January 29, 2011 the District made
numerous entries many of which were back dated to November and
December 2010.

DATE
12/7/2010
12/7/2010
12/7/2010
12/7/2010
12/15/2010
Total

Receipt
Amount
675,000.00
(675,000.00)
520,000.00
(520,000.00)
412,483.57
412,483.57

The $412,483.57 entry was reversed on January 29, 2011.

Pulaski County Special School District
LEA # 6003
Pulaski County

Fiscal Distress Indicators and Additional Concerns:
Material state or federal audit exceptions or violations

District Profile:
Superintendent
4 QTR ADM
Assessment
Total Mills
Total Debt Bond/Non Bond
Per Pupil Expenditures
Personnel-Non-Fed Certified FTE
Personnel-Non-Fed Certified Clsrm FTE
Avg Salary-Non-Fed Cert Clsrm FTE
Avg Salary-Non-Fed Cert FTE
Net Legal Balance (Excl Cat & QZAB)

Fiscal and Administrative Services
Financial Accountability and Reporting

2006-07
James R. Sharp
17,918
1,859,218,890
40.70
75,354,593
8,638
1,470.65
1,316.06
45,508
46,861
7,331,320

2007-08
James R. Sharp
17,254
2,060,170,537
40.70
77,752,660
9,476
1,425.68
1,298.28
48,426
50,121
8,282,420

2008-09
James R. Sharp
17,133
2,320,282,041
40.70
156,832,320
9,779
1,427.96
1,288.98
48,906
51,539
8,335,082

2009-10
Rob McGill
16,989
2,302,878,392
40.70
152,055,788
10,783
1,313.96
1,211.27
53,334
55,927
7,852,237

Fiscal Distress Report
May 16, 2011

Investigative Report
Legislative Joint Auditing Committee
May 14, 2010

Review of Selected Transactions
Pulaski County Special School District
INTRODUCTION
This report is issued pursuant to a request by the Commissioner of Arkansas Department of Education (ADE) and the
Pulaski County Special School District (District) Board of Directors (Board) for the Division of Legislative Audit (DLA) to
conduct a limited scope review of selected District transactions and activities. Specifically, ADE is interested in the
financial settlement to which Mr. James Sharpe, former District Superintendent, was entitled. The Board also
expressed concerns relating to certain financial operations of, and compliance with policies by, the District. These
concerns as well as issues District personnel revealed to DLA staff are discussed in this report.

HIGHLIGHTS OF REPORT


Financial settlement of $269,520 initially paid to Superintendent James Sharpe upon resignation from the
District conflicted with Board approved terms and amount of $185,000. Sharpe reimbursed the
overpayment of $72,918 calculated by the District. District personnel indicated Sharpe received additional
salary and benefits overpayments totaling $17,203 during his tenure. In addition, Sharpe was reimbursed for, or charged on District credit card, unallowable, undocumented expenses totaling $7,836.



Unallowable and questioned travel expenses totaling $7,692 paid to Board members. These expenses
include overnight stay in a Little Rock hotel, Broadway play in New York, and gratuities.



A Maintenance Shop employee misappropriated District funds totaling $439,745. Internal control
deficiencies and lack of oversight by District management contributed to this matter not being detected.
Specifically, numerous purchase orders and invoices were approved using a “rubber stamp.”



Potential waste and abuse of District resources due to excessive use of emergency purchase orders
and overtime compensation to employees in the Maintenance Department.



District overpaid a vendor $11,975. Director of Purchasing allowed vendor to repay District in installments
and maintained this agreement “off-the-books.”



Administrative staff and the Board did not exercise proper management fiscal oversight responsibility nor
demonstrate a “tone at the top” promoting commitment to financial prudence and consistency with
policies and procedures.

ARKANSAS DIVISION OF LEGISLATIVE AUDIT
172 State Capitol, Little Rock, AR 72201
Phone: 501-683-8600 Fax: 501-683-8605
www.arklegaudit.gov
Report ID: IR SD 398 09

Report Date: April 28, 2010

OBJECTIVES

SCOPE AND METHODOLOGY

Objectives in conducting this investigative review
were:

Consisting of several components, this review
was conducted inclusive of the period March 1,
2004 through February 19, 2010. Pertinent
District accounting records, including accounts
payable invoices, employment contracts, credit
card statements and supporting documentation,
and travel expense reports were examined.
District operating and financial policies were also
reviewed. In addition, appropriate personnel
were interviewed and internal controls were
assessed for adequacy. Information contained
on computers of certain personnel was analyzed
as were selected electronic mail and shared
computer files.



Analyze pertinent contracts, including
employment contracts and separation
agreements, of certain District personnel;



Verify methodology the District used to
calculate financial settlement to Sharpe
upon his resignation;



Review selected financial transactions,
including travel reimbursements, payments
other than salary to selected employees,
and credit card transactions;



Ascertain if the District adhered to
purchasing, travel, cellular telephone, and
credit card usage policies;



Determine if the District acted in accordance
with Arkansas Code Annotated (Code)
relating to solicitation of bids for certain
purchases;





Pertinent District personnel identified in this
report are reflected in Exhibit I by name,
position, and tenure.
Time periods of review for various components
are provided below by subject and date.


Review selected purchases of goods and
services to determine propriety;
Determine validity of assertions by District
personnel; and
Assess internal controls relating to the
purchasing and disbursement processes for
adequacy.



Superintendent:


Separation of service payment: March
2009.



Employment contract: July 1, 2005
through March 11, 2009.



Travel expenses: July 1, 2006 through
March 11, 2009.

Expenses relating to Board members:
July 1, 2006 through March 3, 2009.

Exhibit I
Pulaski County Special School District (District)
Pertinent District Personnel Identified in Report
As of March 11, 2009
Name

Position

Tenure

James Sharpe
Larry O'Briant
James Warren
Sinclair Winburn
James Diemer

Superintendent
Chief Financial Officer
Executive Director of Support Services
Director of Purchasing
Mechanical Systems Supervisor

February 2006 - March 2009
December 2005 - March 2009
August 2001 - September 2009
January 2007 - August 2009
August 1983 - (Note 1)

Note 1: As of report date, Diemer was on administrative leave without pay. His employment was terminated
May 2010.
Source: District records
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Administration expenses:
through March 3, 2009.



Purchasing procedures and compliance with
bid laws: September 29, 2006 through
June 30, 2009.

July

1,



Unauthorized purchases: March 1, 2004
through May 19, 2009.



Overtime payments: July 2006 through May
2009.



Vendor overpayment: November 30, 2006
through May 28, 2009.



Other disbursements: July 2008 through
January 2009.



Federal Aid Assistance: September 1, 2005
through July 31, 2006.



Receipts not deposited - Jacksonville High
School Activity Fund:
August 1, 2009
through February 19, 2010.



Daisy Bates Elementary - Parent Teacher
Association:
August 17, 2007 through
March 12, 2009.



Other issues:
May 2009.

March

2009

The District contains 729 square miles and includes all areas of the county - incorporated and
unincorporated (see Schedule 1 on page 22) excluding areas within the city limits of Little
Rock, Cammack Village, and North Little Rock.

2006

The District encompasses nearly 3 million square
feet of education and support service buildings,
occupying more than 750 acres throughout
Pulaski County. Presently, the District operates
39 educational facilities, including 8 high schools,
6 middle schools, 24 elementary schools, and a
pre-kindergarten school as listed in Schedule 1
on page 22.
Students from Alexander, Cabot (some areas),
College
Station,
Gravel
Ridge,
Ironton,
Jacksonville, Little Rock, Mabelvale, Maumelle,
McAlmont, North Little Rock, Scott, Sherwood,
Sweet Home, Woodson, and Wrightsville are
enrolled in the District.
Enrollment was approximately 17,615 students
for the 2008-09 school year and the District
employed 2,698 full- and part-time employees,
including 128 administrators, 1,341 teachers, 943
support staff, and 286 bus drivers. Salaries and
benefits of certain administrators for the 2008-09
school year are shown in Schedule 2 on
page 23.
A financial audit of the District is performed
annually by a local private CPA firm.

through

The District is governed by a seven member
Board elected, by zone, to four-year terms.
Board members, listed in Exhibit II as of June 30,
2009, serve without compensation.

The methodology used in conducting this review
was developed uniquely to address the stated
objectives; therefore, this review was more
limited in scope than an audit or attestation
engagement performed in accordance with
Government Auditing Standards issued by the
Comptroller General of the United States.

Exhibit II
Pulaski County Special School District (District)
Board Members
As of June 30, 2009

BACKGROUND
Pulaski County Special School District is one of
three public school districts in Pulaski County,
Arkansas; others are the Little Rock and North
Little Rock School Districts.
The District was established in 1927 by a
legislative act joining thirty-eight independent
school districts into a "special" school district.
Currently, the second largest district in the state
after the Little Rock School District, the District is
among the 500 largest school districts in the
United States.

Zone

Board Member/Position

Years
Served

3
6
7
1
5
4
2

Tim Clark, President
William Vasquez, Vice President
Gwen Williams, Secretary
Mildred Tatum
Danny Gililland
Charlie Wood
Shana Chaplin

1
2
13
26
3
3
2

Source: District records
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were not provided on timesheets in several
instances.

RESULTS OF REVIEW
The financial settlement of $269,5201 initially paid
to Superintendent James Sharpe upon
resignation from the District conflicted with Board
approved agreed-upon terms and amount of
$185,000.1 When informed of the overpayment,
Sharpe reimbursed $72,918, which was
calculated by District personnel.

An overpayment of $11,975 to a vendor in
November 2006 was not fully reimbursed until
May 28, 2009.
Absence of proper management oversight and
internal controls relating to the purchasing
process contributed to possible misuse and the
misappropriation of District funds.

Subsequently, Acting Superintendent Rob McGill
requested District personnel recalculate Sharpe’s
compensation for services to the District from July
2005 through March 2009. District calculations
reflected an additional overpayment totaling
$17,203 to Sharpe during his tenure. This civil
matter is pending resolution in the Circuit Court of
Pulaski County.

The District provided documentation indicating
activity fund collections totaling $31,536 were not
deposited in the Jacksonville High School Activity
Fund bank account. This criminal matter is
pending resolution in the Circuit Court of Pulaski
County.
The Board also expressed concerns relating to
certain financial operations of, and compliance
with policies by, the District. In addition, District
personnel revealed issues of concern to DLA
staff during interviews. Because these issues
were beyond the scope of this review, DLA staff
did not verify or otherwise substantiate these
assertions. However, DLA staff provided Acting
Superintendent Rob McGill a summary of issues
and concerns revealed.

This review identified unallowable and questioned
expenses of $7,836 incurred by Sharpe for travel
and other purposes. In addition, review of cash
advances to Board members for travel costs
revealed additional unallowable and questioned
expenses of $3,677.
Analysis of selected disbursements indicated
instances in which adequate supporting
documentation was not available and purchases
were not for District purposes.
Numerous
deficiencies in District purchasing procedures
were discovered as well as instances of noncompliance with Code relating to the bid process.

District management and the Board are
responsible for properly communicating values
and behavioral standards to personnel through
policy statements, codes of conduct, and
example.
This review and interviews with
pertinent District personnel revealed numerous
internal control deficiencies.

Unauthorized purchases of goods totaling
$439,745 were made by a Maintenance
Department employee during the period March 1,
2004 through May 19, 2009. Subsequently, this
employee waived indictment and entered a plea
of guilty to theft of property from a government
entity which received federal funds, a violation of
Title 18, United States Code, Section 666.

Results of this review are discussed, as follows,
by topic. The responses to the report provided by
the Acting Superintendent, former Superintendent, and Board Members are presented in the
Appendix on pages A-1 through A-14.

Another example of management oversight
inadequacy was approval of possible excessive
overtime. Thirty-one employees in the
Maintenance Department were compensated for
overtime totaling $193,279 during the period July
2006 through May 2009.
However, project,
number of hours worked, and services performed

Superintendent’s Separation Payment
Sharpe was hired as Superintendent on
February 8, 2006, after serving as interim
Superintendent since November 15, 2005, and
resigned from District employment on March 11,
2009.
A Separation Agreement, Covenant Not to Sue
and Release (Agreement) between the District
and Sharpe indicated March 18, 2009 as date

1

These amounts are gross compensation before any
applicable withholdings or adjustments.

4

executed. However, Sharpe, Board President,
and Board Secretary signed the Agreement on
March 11, 2009. Terms of the Agreement stipulated contract buyout of $185,000, less applicable
employee payroll tax withholdings. This amount
also included any required Arkansas Teacher
Retirement System (ATRS) contributions and
payment for accrued and unused sick and annual
leave days, but with a maximum amount of
$185,000.

After reviewing Sharpe’s employment contract
and contract “buy-out” payments to previous
Superintendents, which included payment for
unused leave, District personnel concluded
Sharpe was entitled to payment of unused leave
and severance pay in addition to the $185,000
approved in the Agreement and by the Board.
Subsequently, a payroll check totaling $185,747,
dated March 13, 2009, was issued to Sharpe as
illustrated in Exhibit III. The gross amount of
$269,520 included:

According to District personnel, Sharpe
requested payment of the contract “buy-out” from
the Chief Financial Officer (CFO) on March 12,
2009. Although the CFO had no documentation
for, nor directive to issue, such payment, he
obtained a copy of the Agreement and, after
consultation with the Director of Accounting and
Auditing and a payroll department employee,
calculated a final “buy-out” amount due Sharpe.



$185,000 per Agreement;



$44,832 for 61 accrued sick leave days;



$33,073 for 45 accrued annual leave days;
and



$6,615 for severance pay.

Exhibit III
Pulaski County Special School District (District)
Analysis of Separation Payment to
James Sharpe, Superintendent
Resignation Date March 11, 2009
Amounts
Board
Approved
Amount per Separation Agreement
Accrued sick leave
Accrued annual leave
Severance pay
Subtotals Before Withholdings

$ 185,000

185,000

Overpayment on 2008-09 year
employment contract
Withholdings (payroll taxes)
Annuities withheld

(4,636)
(25,285)
(42,250)
$ 112,829

Net Amounts Paid/Overpaid

Amounts Repaid From:
James Sharpe (March 18, 2009)
Sharpe's annuity (VALIC) (April 9, 2009)
Total Amount Repaid

Source: District financial records
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Paid

Overpaid

$ 185,000
44,832
33,073
6,615
269,520

$ 44,832
33,073
6,615
84,520

(4,636)
(36,887)
(42,250)
$ 185,747

(11,602)

$ 72,918

$ 51,918
21,000
$ 72,918

retirement contribution the District paid on his
behalf to ATRS. District personnel complied with
these instructions, beginning with November
2008 payroll, through March 11, 2009 when
Sharpe resigned.

When informed of this payment to Sharpe, Board
members immediately requested repayment of
the amount exceeding the authorized separation
amount of $185,000. District personnel
calculated, and DLA staff verified, $72,918,
reflected in Exhibit III on page 5, as net amount
paid Sharpe in error due to unauthorized
payment for unused sick and annual leave and
severance pay. Sharpe reimbursed the District
$51,918 on March 18, 2009 and approved a
$21,000 reimbursement from his annuity account
to the District. The check from the insurance
company was receipted by the District on April 9,
2009.

Acting Superintendent Rob McGill, upon
discovering Sharpe was paid the retirement
contribution, directed District personnel to
recalculate Sharpe’s compensation for services
to the District from July 2005 through March 2009
to determine if Sharpe was overpaid for the
period (see Exhibit IV on page 7). Accounting
and payroll personnel calculated, and DLA staff
verified, an overpayment totaling $17,203 net of
the $4,636 withheld from Sharpe’s separation
payment (see Exhibit IV on page 7).

Although Sharpe, who had attained the age of
65, began receiving retirement benefits from
ATRS, he continued his employment with the
District which Code allows. According to Ark.
Code Ann. § 24-7-502, ATRS members age 65
or older are allowed to apply for benefits without
termination of employment.
Upon Sharpe’s
retirement in November 2008, the District was no
longer required to pay a retirement contribution of
6% of his salary to ATRS.

The overpayment was due primarily to the
unauthorized retirement contribution amount paid
directly to Sharpe each pay period, totaling
$13,569. Further, although Sharpe’s employment
contract provided for monthly payment of health
insurance premiums, his health insurance was
terminated in July 2006. Sharpe began receiving
compensation in lieu of these premiums in
January 2007. Board minutes for January 9,
2007 indicated approval of this change, but
Sharpe’s contract addendum, dated January 10,
2007, and signed by Board President, Secretary,
and Sharpe stated the District would pay for
health insurance on behalf of the Superintendent.

According to Sharpe, he informed the Board
President and the CFO, at the time, he was not
willing to retire unless the District paid the 6%
retirement contribution directly to him. Sharpe
maintains the Board President indicated that
since this would not cost the District additional
money, he saw no reason not to pay the
retirement contribution amount to Sharpe as part
of his salary. The CFO confirmed this assertion
by Sharpe.

The District sent Sharpe a letter, in August 2009,
informing him of the overpayment and requesting
reimbursement of $17,203. As of report date,
Sharpe has not responded to this letter.

However, neither formal Board action was taken
nor was Sharpe’s contract amended to authorize
a 6% pay increase.
Board policy provides that individual Board
members exercise authority over District affairs
only as they vote to take action at a legal meeting
of the Board. An individual member, including
the president, will have power to speak or act for
the Board only when the Board, by a vote, has
delegated authority to him. The Board will make
its members, the District staff, and the public
aware that only the Board acting as a whole has
authority to take official action.

Subsequently, the District filed a civil suit, on
February 26, 2010, seeking reimbursement of
$17,203 from Sharpe for unauthorized
compensation. The suit maintains the retirement
contribution totaling $13,569 was paid Sharpe
without approval of the Board and contrary to
terms of his employment contract. The suit
further alleges Sharpe was not entitled to the
compensation he received in lieu of payment of
health insurance premiums. This civil case is
pending resolution in Circuit Court of Pulaski
County.

In contrast to Sharpe’s assertion, District
personnel stated Sharpe issued instructions that
he be paid, in addition to his salary, the 6%

Sharpe’s response, made by his legal counsel,
to this review is provided in the Appendix on
pages A-4 though A-9.

6

Exhibit IV
Pulaski County Special School District (District)
Analysis of Employment Contracts/Salary Overpayment
James Sharpe, Superintendent
For the Period July 1, 2005 through March 11, 2009

Contract
Vehicle allowance
Total Contract Amounts
Amounts Paid:
Salary
Vehicle allowance
Health insurance (Note 2)
Extra 6% (Note 3)
Total Amounts Paid
Total Amounts Over/(Under) Paid
2009 overpayment withheld from
payment of separation agreement
Total Over/(Under) Payment

Years Ended June 30,
2006
2007
2008
$ 130,563 $ 168,000 $ 176,400
4,375
10,200
10,200
134,938
178,200
186,600

$

$

133,923
4,375

164,826
9,550
858

138,298
3,360

175,234
$ (2,966)

3,360

$ (2,966)

July 1, 2008March 11, 2009
(Note 1)

$

176,400
10,200
1,872

$

$

188,472
1,872

1,872

Totals

$

$

126,412
7,454
133,866

$ 601,375
32,229
633,604

131,048
7,454
1,368
13,569
153,439
19,573

606,197
31,579
4,098
13,569
655,443
$ 21,839

(4,636)
14,937

(4,636)
$ 17,203

Note 1: Prorated 244 day contract for 172 days worked
Note 2: District previously paid insurance premiums; later paid directly to Sharpe without Board authorization
Note 3: District previously paid Sharpe's 6% retirement contribution to Arkansas Teacher Retirement System; later paid
directly to Sharpe without Board authorization
Source: District financial records

Superintendent’s Travel Expenses



Alcoholic beverages are not reimbursable.

District personnel, when traveling for District
purposes, are to adhere to policies set by the
Board. Although District Board of Education
Policies Manual does not set a dollar limit for
travel expenses, policy does state “. . . persons
who travel at District expense will exercise the
same economy as a prudent person traveling on
personal business . . . .” The District Business
Procedures Manual details policies regarding outof-district travel reimbursement for District
employees. These policies include:



Taxi or limousine fares are to be explained,
showing points of travel.



Names and company affiliation of persons
contacted by long distance telephone will be
included on expense report.



Receipts must be provided
expenditure of $25 or more.



Receipt must show amount, date, name of
establishment, and itemization of costs
incurred.



Tips for meals cannot exceed 15% of cost of
meal.



A $25 per diem meal allowance can be
claimed for reimbursement without receipts.



Receipts are required if daily meal costs
exceed $5 for breakfast, $8 for lunch, and
$12 for dinner.
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for

any

As District Superintendent and a member of
various educator organizations, Sharpe attended
numerous conventions for which expenses the
District paid. The District issued Sharpe travel
advances, net of amount unused, and
reimbursements totaling $4,665 and $265,
respectively. Travel expense forms were
submitted as documentation for expenses
incurred. In addition, Sharpe charged other
expenses totaling $15,688 to a District credit card
he was authorized to use.

Based on Ark. Const. art. 14, § 2 which states, in
part, “No money or property belonging to the public school fund . . . for the benefit of schools . . .
shall ever be used for any other than for the
respective purposes to which it belongs,”
gratuities do not appear to benefit the District
and, therefore, are not an allowable expense.
To further support this determination, DLA staff
also considered Op. Att’y Gen. no. 1998-277 in
which the Attorney General relied on a separate
constitutional provision, Ark. Const. art. 12, § 5,
to opine that a mayor could not treat tips paid as
reimbursable expenses.
Op. Att’y Gen. no.
1998 - 277 provides, in part, “It is my conclusion .
. . that "tipping" would in all likelihood generally
be deemed to accomplish a private purpose as it
inures primarily to the benefit of private
individuals . . . .”

Exhibit V reflects total travel expenses of
$20,618 paid to or on behalf of Sharpe during the
period July 1, 2006 through March 11, 2009.
Unallowable expenses include duplicate charges,
meals and conference registration for family
members, gratuities, and alcoholic beverages.
Also included are expenses for meals at local
restaurants and taxi fares that were not
adequately documented. Unallowable expenses
of $7,836 due the District are based on Ark.
Const. art. 14, § 2 and District policies.

Sharpe’s employment contract stated his
reasonable expenses incident to his participation
in professional activities, such as workshops and
seminars, would be reimbursed by the District.
The contract limits these reimbursements to
$3,600 per contract year. The contract also
stated the District would reimburse the
Superintendent for travel expenses incurred in
the course of his professional duties.

DLA staff reviewed all checks, and supporting
documentation, issued to Sharpe and U.S. Bank,
issuer of District’s credit card Sharpe used, for
travel expenses during the aforementioned time
period. The following unallowable transactions
totaling $7,836 were noted.

Exhibit V
Pulaski County Special School District (District)
Analysis of Superintendent James Sharpe's Travel Expenses
For the Period July 1, 2006 through March 11, 2009

Types of Expenses:
Out-of-District:
Travel advances (Note 1)
Travel reimbursements
Credit card charges
In District:
Travel reimbursements
Credit card charges
Total Travel Expenses
Total Allowable Expenses
Total Unallowable
Expenses/Due District

Totals

Allowable

Unallowable

$ 4,665
126
14,547

$ 1,716

$

11,066

139
1,141
$ 20,618

2,949
126
3,481
139
1,141

$ 12,782
$

Note 1: Net of Sharpe's reimbursements of unused cash advances
Source: District financial records
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7,836



$277 for out-of-district expenses claimed,
and paid to Sharpe, on travel expense form,
but also charged to District credit card.



$4,688 for unallowable out-of-district
expenses, including meals and conference
registration for family members, gratuities,
and alcoholic beverages.

Sharpe’s response to this review is provided in
the Appendix on pages A-4 though A-9.
Board Member Expenses



$383 for a rental car to travel to St. Louis,
MO for a conference, yet Sharpe received
an $850 monthly vehicle allowance.



$64 for fuel purchased en route to St. Louis.
However, there was a $25 charge for fuel on
the District credit card utilized by Sharpe at
the same location and purchased only a few
minutes after the $64 charge.



$1,242 for meals at local restaurants without
documentation of individuals in attendance
or business purpose.



$1,182 for taxi fares for which receipts did
not reflect dates nor points of travel.

The District expended $117,620 for Board travel,
association fees and dues, mileage
reimbursements, meals for Board meetings, and
other miscellaneous expenses for the period
July 1, 2006 through March 3, 2009. Exhibit VI
summarizes various Board expenses by type or
vendor and amount. Discussed in detail below
are Board member expenses relating to cellular
telephone and internet services, catering and
food for meetings, and travel.
Cellular Telephone and Internet Services
The District paid for cellular telephone and
internet access services totaling $6,113, as
reflected in Exhibit VI, for two Board members
during the period July 1, 2006 through February
28, 2009.
The policy for Board member
expenses was revised in December 2008 and
states, in part, “Board members will NOT be

Exhibit VI

Pulaski County Special School District (District)
Summary of Board Expense
For the Period July 1, 2006 through March 3, 2009
Description

Total

Arkansas School Boards Association
Board Member travel advances
Board Member mileage and miscellaneous expenses
Carlson Wagonlit Travel
Catering/Meals for Board meetings and workshops (Note 1)
Cellular telephone and internet access (Note 2)
Louisiana School Boards Association
National Alliance of Black School Educators
National Black Caucus of School Board Members
National School Boards Association
Texas Association of School Boards
TQ Navigant Travel Solution
Total Board Member Expenses

$

14,831
37,855
2,695
8,381
8,544
6,113
930
3,110
285
33,610
738
528

$

117,620

Note 1: Amount is not all inclusive
Note 2: Services for Board members Mildred Tatum and Gwen Williams for the
period July 1, 2006 through February 28, 2009
Source: District financial records
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provided with . . . cell phone . . . internet access .
. . computer . . . .”



Prior to this revision, District policy did not
address whether cellular telephone and internet
access services provided to Board members
would be reimbursed to the District.

DLA notified six Board members with questioned
or unallowable expenses. Four of six members
notified provided responses, which are located in
the Appendix on pages A-10 through A-14.
Three Board members reimbursed the District for
the unallowable amounts ($278) or provided
explanation for the questioned expenses ($70).
In addition, two other Board members provided
adequate supporting documentation for a portion
of their unallowable expenses of $1,955 and
$1,712.

Catering and Food Expenses for Meetings
As indicated in Exhibit VI on page 9, expenses
for food and catering purchases for workshops
and Board meetings totaled $8,544 during the
period July 1, 2006 through March 3, 2009.
Board policy does not address the purchase of
food for meetings nor impose limits on such
purchases.

$70 for transportation provided by a valet
service.

Unallowable and questioned travel expenses
totaling $3,677 remain due the District as
summarized in Exhibit VII on page 11.

Travel
Administration Expenses
The District Business Procedures Manual
provides procedures regarding reimbursement for
expenses Board members incur in performance
of official duties. These procedures indicate
Board members will be reimbursed for actual
expenses incurred while in travel status and
require a receipt for expenses of $25 or more.

A cursory review of payments to local hotels and
food vendors revealed the District spent
approximately $53,590 for catered meals,
administrative workshops, training, and award
ceremonies during the period July 1, 2006
through March 3, 2009. The disbursements were
reviewed to determine if expenses complied with
District policy. The following was revealed:

Interviews with Board members and District
personnel revealed it was common practice for
District to reimburse gratuities. Final expense
report forms used by the District reflect meal
“tips” to be itemized as allowable expenditures.
As previously mentioned on page 8, DLA
determined gratuities to be unallowable based on
Ark. Const. art. 14, § 2.
To determine if cash advances of $37,855 to nine
Board members for expenses incurred on behalf
of the District were appropriate, DLA staff
examined available supporting documentation for
all checks issued to those individuals during the
period July 1, 2006 through March 3, 2009.
Illustrated in Exhibit VII on page 11, unallowable
or undocumented travel expenses of $7,349 and
$343, respectively, were revealed. These
expenses included:



District policy does not provide guidelines for
provision of food for workshops, training
seminars, or award ceremonies, nor impose
limits on such purchases.



District incurred expenses exceeding $1,000,
on at least four occasions, to host training
classes outside District facilities.

During review of credit card statements, DLA staff
also noted supporting documentation was not
retained for some charges. Further, a business
purpose could not be determined for other
purchases that included:


Flowers and plants - $175;



10 book bags and 12 luggage tags - $781;



$557 for gratuities;



Decorative items - $592; and



$320 for Little Rock hotel room for a Board
member who lives in Little Rock;



Cellular telephone accessories - $267.



$116 for Board member to
Broadway play in New York; and

attend

In addition, the District paid credit card fees
totaling $366 and $210, respectively, for finance
and late payment charges.

a
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Exhibit VII
Pulaski County Special School District (District)
Analysis of Board Member
Travel Advances, Improper Transactions, and Amount Due District
For the Period July 1, 2006 through March 3, 2009

Improper Transactions

Board Member

Travel
Advance

(Note 1)

(Note 2)

Mildred Tatum
Gwen Williams
Danny Gililland
Debbie Murphy
Charlie Wood
Pam Roberts
Shana Chaplin
Tim Clark
James Bolden
Totals
Note 1:
Note 2:
Note 3:
Note 4:

Unallowable/
Due District

Questioned/
Potentially
Due District

(a)
(Note 3)

(b)
(Note 4)

$ 13,572
7,893
4,753
2,773
2,773
1,982
1,982
1,400
727
$ 37,855

$

$

4,613
476
149
93
36
1,982

$

7,349

$

130
143

Subsequently
Provided
Documentation/
Explanation

Amount
Reimbursed
District

Unallowable/
Questioned
Amount
Potentially
Due District

(c)

(d)

(a+b-c-d)

$

1,955

$
$

70

70

149
93
36

1,712

343

$

3,737

2,788
619

270

$

278

$

3,677

Of 13 Board members serving during the review period, 9 received advances for District related travel
Represents travel advances for both allowable expenses and improper transactions
Includes alcohol, gratuities, meals over daily allowance, and undocumented amounts
Documentation existed in various forms; however, business purpose was unknown

Source: District financial records

Overview of Purchasing
Goods and Services

Procedures

proval. Purchasing personnel review requisition
and specifications to determine the proper
procurement method.
When appropriate,
Purchasing personnel solicit, receive, and review
quotations, bids, and proposals, as required by
Ark. Code Ann. § 6-21-304.

for

The District expended approximately $43.4
million for goods and services, excluding payroll
related expenses, during the 2008-09 school
year.

When a bid is required, Purchasing personnel
award the contract to the successful bidding
vendor. If no bid is required, a purchase order is
issued to the vendor. After the applicable user
department receives goods or services, Accounts
Payable Department is notified to pay the vendor.

The District purchasing cycle is initiated by an
applicable user department employee preparing a
requisition, including specifications, for purchase
of desired goods or services, which is sent to the
Purchasing Department (Purchasing) for ap-
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The District also allows the use of blanket
purchase orders for purchases less than $2,500.
The Blanket Order Policy states “At the discretion
of the Purchasing Director, blanket orders may be
issued for purchases against term contracts,
purchases of items exempt from bidding
requirements, and small order purchases.” The
policy also states “Blanket orders for small order
purchases are limited to $1,000 per month to
each vendor.”

required to report these purchases quarterly to
the Board.

According to District policy, an emergency
purchase is one which if not immediately initiated
will endanger human life or health, District
property, or the functional capability of the school
or department. Although emergency purchases
should be kept to a minimum, occasionally an
unforeseen situation arises that constitutes an
emergency.

Purchases Requiring Bids - September 29, 2006
through June 30, 2008

Review of District purchasing
identified the following:

Purchases in excess of $5,000, but less than
$10,000, may be made by the Purchasing
Director after three or more verbal or written
informal bids have been obtained.
Purchasing Director may purchase items less
than $5,000 without bids.

DLA staff analyzed six purchases exceeding
$10,000 to determine if District personnel
complied with bid laws and policies. While it
appears bid laws and District policies were
followed for three purchases, the remaining three
bids revealed the following:

procedures



Blanket purchases for small order purchases
frequently exceeded $1,000 per vendor
monthly limit.



Business purpose of goods purchased was
not always documented.



Excessive use of “emergency” purchase
orders. Routine operating items purchased
prior to purchase order being prepared were
classified as “emergency,” however,
documentation to support the nature of the
emergency was not provided.



DLA staff could not determine if two items,
costing $52,415 and $105,961, for projects
awarded to general contractors complied with
District policies and bid laws since Request
for Proposal (RFP) did not clearly state
contract requirements.



Bid laws were not followed regarding
payments to, and contract with, media
communications vendor (Communications
Vendor).

An RFP for communication and advertising
services could not be located. According to Ark.
Code Ann. § 19-11-801(c), political subdivisions
of the State may elect not to use competitive
bidding for other professional services not listed
in Ark. Code Ann. § 19-11-801(b)2 with a twothirds vote of the political subdivision’s governing
body. The District could not provide any Board
action to indicate communications services and
advertising were approved to be considered
professional services and, therefore, not require
competitive bidding.

Bids
The Board directed the District utilize competitive
bidding by securing formal and informal bids from
suppliers and awarding contracts to the lowest
responsible bidders meeting specifications. The
Board further directed all bids exceeding $25,000
be submitted to the Board for approval.
Exceptions may be made in case of emergencies
with Superintendent’s approval.

Board meeting minutes dated August 8, 2006, indicated the media contract with Communications

All purchases in excess of $10,000, but less than
$25,000, may be made by District Purchasing
Director after notification, in writing, to all actual
or prospective bidders or contractors who make a
written request to the District for notification of
opportunities to bid. The Purchasing Director is

2

Competitive bidding shall not be used for the procurement of legal, financial advisory, architectural,
engineering, construction management, and land
surveying professional consultant services.

12

Vendor was not to exceed $60,000 for the period
July 1, 2006 through June 30, 2007.

Maintenance Department
The Maintenance Department consists of
approximately 50 employees and is managed by
the Executive Director of Support Services, who
oversees an additional 800 support services
employees in other areas such as transportation,
food services, and warehouse. Responsibilities
of Maintenance Department employees include
maintaining and managing electrical and
mechanical systems and general maintenance of
all District facilities.

Without obtaining bids, the District paid:


$123,103 to Communications Vendor for the
aforementioned period which included
$55,000 for retainer fees and $68,103 for
services relating to Board workshop
materials, recruitment and retention, advertising, test score campaigns, benchmark charts,
and Superintendent media letters.



$197,198 to Communications Vendor for the
2007-08 school year which included $50,000
for retainer fees and $147,198 for services
similar to those provided during the previous
school year.

Interviews with District personnel indicated that
Maintenance Department employees were
excessively submitting emergency purchase
orders and abusing the District “blanket”
purchase order policy. In addition, District
personnel suggested that several employees in
Maintenance Department received overtime pay
for work unrelated to District projects.

Furthermore, the District could not provide a
contract with Communications Vendor. Waste
and abuse of District funds may occur when
contracting a vendor, but not using the bid
process or obtaining an actual contract, both of
which Code require.

Common practice of approving an invoice for
payment did not include invoice review. As long
as an invoice had the supporting cover sheet and
proper signatures, it was paid. The former CFO
indicated many invoices were paid using the
“rubber stamp” method.

Purchases Requiring Bids - 2008-09 School Year
During the 2008-09 school year, twenty-two items
were solicited for purchase through the bid
process. Four bids were randomly selected for
review. Of these bids, three appeared to comply
with District bid requirements and specifications
listed in RFP. Also, payments did not exceed
contract amounts. However, review of one bid for
lawn care services revealed the District did not:


Require vendor to provide monthly inspection
reports as required in the RFP.



Ensure vendor performed services according
to schedule provided in the RFP.



Solicit bids for installation of a sprinkler
system costing $14,995 not included in the
RFP.



Pay the vendor in accordance with contract
terms. The vendor was paid $209,553;
however, contract amount was only
$169,000.

Discussed in detail below are situations in which
Maintenance Department employees made
unauthorized purchases and received overtime
compensation without adequate documentation.
Unauthorized Purchases
A review of email correspondence between
Director of Purchasing and Executive Director of
Support Services revealed several emails
pertaining to the amount of purchases made from
Grainger, Inc. (Grainger), an industrial supply
business. In addition, email correspondence
between Budget Coordinator and Executive
Director of Support Services revealed 91% of the
plumbing budget for the 2008-09 school year was
spent during the first quarter of the school year.
As a result of reviewing aforementioned email
correspondence, DLA staff analyzed Grainger
invoices for the period November 2008 through
March 2009 to determine the individual(s)
responsible for purchase of goods and approval
of invoices as well as business purpose of items
purchased. The majority of purchases were
made by Mechanical Systems Supervisor James

Board voted to suspend the rules regarding RFP
for lawn care services in August 2009, and
awarded the bid to three lawn care vendors who
previously responded to RFP.
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Exhibit VIII

Diemer and approved by Executive Director of
Support Services.

Pulaski County Special School District (District)
Examples of Questioned Items Purchased
From Grainger, Inc., Allied Supply, Inc.,
and Little Rock Winnelson by James Diemer

DLA staff selected 34 items purchased from
Grainger for the period July 2008 through March
2009 to observe during an unannounced
inventory at the District Maintenance Shop (Shop)
on May 12, 2009. Only four of the 34 items were
located at the Shop, therefore, District personnel
contacted Diemer, who was off work, but invited a
District representative and DLA staff to his
personal residence to assist in locating the
remaining 30 items. Two items were located in a
District work truck used by Diemer, who indicated
another item on the list had “burned up,”
however, he could not account for the remaining
27 items. The following day, DLA staff returned
to the Shop and discovered seven items on the
inventory list had been returned.

For the Period March 1, 2004 through May 19, 2009

Allied Supply, Inc.

Item Description
Cordless Combination Kit
Battery Pack (16-18 volt)
Generator (gas 5.5 kw)
Ice Maker (25 & 60 lb)
Job Site Radio
Reciprocating Saw & Kits
Truck Tool Box Chest

Diemer admitted, on May 15, 2009, to DLA staff
and an investigator of the Twenty-second Judicial
District Prosecuting Attorney’s Office he
purchased numerous items from Grainger and
Allied Supply, Inc. (Allied), a local plumbing and
industrial supply company, with District funds.
Deimer also acknowledged manipulating the
District purchase order system to obtain items
and later sell or trade those items for personal
gain. Further, Diemer indicated he could order
items without question provided the purchases
were limited to $2,500 or less.

Quantity*
223
67
5
7
23
75
4

Average
Cost
$ 536
182
443
620
132
15
501

Grainger, Inc.

Item Description
Quantity*
Cordless Combination Kit
43
Battery
90
Generator
3
Ice Maker
12
Accessory Kits (100 piece)
47
Job Site Radio
5
Truck Tool Box Chest
3

As a result of the interview with Diemer, DLA staff
expanded the scope of invoice review and
several law enforcement agencies, including the
Federal Bureau of Investigation (FBI), investigated the unauthorized purchases made by
Diemer.

Average
Cost
$ 546
87
1,091
837
49
98
450

Little Rock Winnelson (Note 1)

Item Description
Cozy Infrared Heater
Whirlpool Tub Skirt
Nickel Faucets
Nickel Tub Bypass Door
Chrome Sink Faucets
60" White Shower

A review of purchases from Allied and Grainger
revealed Diemer purchased goods ranging in
price from $10 to $2,400, including a 16 ft. utility
trailer, lawn mowers, cordless combination tool
kits, generators, 23-drawer tool boxes, and free
standing ice makers. Types of items purchased
are illustrated in Exhibit VIII. Additional review of
invoices from vendors utilized by the
Maintenance Department revealed Diemer
ordered additional questioned items from Little
Rock Winnelson (Winnelson), another local
plumbing supply store.

Quantity*
12
1
3
1
6
1

Average
Cost
$ 229
240
147
725
110
421

* Approximate quantity
Note 1: Items purchased from Winnelson were
for the period January 1, 2006 - May 19, 2009

Discussions with Allied office staff revealed
Diemer primarily used Allied as a pass-through

Source: District financial records and vendor invoices
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company to conceal ordering additional items
from Grainger.

Of the $512,557 purchased from Grainger, Allied,
and Winnelson by Diemer, $439,745 was
identified as questioned and unlikely procured for
District use.

FBI requested DLA staff identify and summarize
purchases Diemer made, for which the District
paid, from Grainger and Allied for the period
March 1, 2004 through May 19, 2009. DLA staff
obtained invoices electronically from Grainger
and analyzed items purchased by Diemer for propriety. Allied provided paper invoices which were
also scrutinized for appropriateness.
Since
Winnelson was another vendor frequently used
by Diemer, DLA staff obtained paper invoices
from this vendor and examined for correctness
during the period January 1, 2006 through
May 19, 2009. Purchases from these three vendors are illustrated in Exhibit IX by vendor, time
period, and amount.

On January 21, 2010, Diemer waived indictment
and entered a plea of guilty to theft of property
from a government entity which received federal
funds, a violation of Title 18, United States Code,
Section 666.
Diemer is scheduled to be
sentenced at a hearing on June 8, 2010.
The Director of Purchasing and Executive
Director of Support Services retired from District
employment in August and September 2009,
respectively. Initially, Diemer was placed on
administrative leave without pay. After pleading
guilty to theft of property, Diemer’s employment
with the District was terminated.

Exhibit IX
Pulaski County Special School District (District)
Purchases from Grainger, Inc., Allied Supply, Inc., and Little Rock Winnelson
by James Diemer, Mechanical Systems Supervisor
For the Period March 1, 2004 through May 19, 2009

Grainger, Inc.

Allied Supply, Inc.

Little Rock
Winnelson (Note 1)

Amounts Purchased
Total

Questioned

Total

Questioned

Total

Questioned

Time Period

(a)

(b)

(c)

(d)

(e)

(f)

March 1 - December 31, 2004
Year ended December 31: 2005
2006
2007
2008
January 1 - May 19, 2009

$ 14,727
22,267
32,097
25,934
55,101
25,428
$ 175,554

13,405
20,618
31,405
25,721
54,073
25,236
$ 170,458

$ 11,460
51,720
69,076
69,372
65,655
41,034
$ 308,317

7,613
42,777
58,192
51,706
57,818
38,684
$ 256,790

$ 5,147
3,124
13,529
6,886
$ 28,686

Totals

$

Total Amounts Purchased (a+c+e)
Total Questioned Purchases (b+d+f) (Note 2)

$

$

$

966
2,325
6,858
2,348
12,497

$

512,557

$

439,745

Note 1: Invoices obtained from this vendor for the period January 1, 2006 through May 19, 2009
Note 2: Questioned amounts calculated using auditor judgement regarding items that appear not to have a business
purpose or items in excessive quantities that may have a business purpose
Source: District financial records and vendor invoices
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(Vendor) $11,975 on November 30, 2006. The
Director of Purchasing agreed to allow Vendor to
repay the District in $500 installments as
opposed to an immediate refund of the full
amount.

Overtime
Exhibit X on page 17 summarizes the amount
of overtime compensation, in excess of $1,000,
received by Maintenance Department employees
which totaled $193,279 during the period July
2006 through May 2009. Adequate
documentation itemizing project, number of
hours worked, and services performed was not
always available.

Review by DLA staff revealed Vendor
reimbursed the District only $2,500.
Subsequently, invoices submitted by Vendor for
work performed at the District were not paid;
rather, the invoiced amount was deducted from
the amount Vendor owed the District.

Interviews with District employees suggested
that several employees in the Maintenance
Department received overtime pay for work
performed at the Shop for projects unrelated to
the District as well as at locations other than
District property. Evidence to support these
allegations could not be obtained, but three
employees who received the most overtime
compensation worked in positions that normally
would not require overtime.

Further, the amount due from Vendor was not
posted to District records as a receivable; rather
repayment by Vendor was kept “off-the-books” by
the Director of Purchasing. Consequently, the
District paid Vendor an additional $632 for
services provided in July 2008, at which time
Vendor still owed the District $4,700. As of
May 28, 2009, the amount of overpayment had
been absorbed by invoices submitted by Vendor.

Two of these three employees received overtime
compensation of $34,833 and $26,568, respectively, as cabinet makers. The other employee,
who worked in the paint shop, received $17,949.
Employees with a higher skill level and hourly
pay rate received overtime for tasks (e.g.,
moving furniture) which appeared to be
appropriate for less trained and paid personnel.
In addition, a roofer and a custodial supply and
equipment coordinator received overtime pay of
$10,642 and $10,417, respectively.

Other Disbursements
A sample of seventeen disbursements for
supplies and employee travel reimbursement, for
the period July 2008 through January 2009, was
randomly selected to determine if adequate
supporting documentation was available. The
following issues were identified:

Furthermore, two other employees who received
$5,632 and $1,726, respectively, for overtime
were renting homes owned by the Executive
Director of Support Services, who approved
overtime hours.
The approval of overtime
compensation for the aforementioned employees
by the Executive Director of Support Services,
who received financial gain, could present a
potential conflict of interest.



An employee was reimbursed for hotel
expense and meals at a conference, however
lodging and meals were included in
conference fees.



An employee was provided funds to
purchase items for United Way, but receipts
were not provided to document actual
expenses.

Although the remaining fifteen disbursements
were properly documented, four contained
inconsistencies regarding required signatures on
supporting documents.

The District may have a situation of waste and
abuse of funds because employees with higher
pay rates received overtime compensation for
performing mundane duties and applicable
supporting documentation was not adequate.

Federal Aid Assistance
Interviews with District personnel suggested that
Federal aid received by the District for hurricane
relief was misused. ADE awarded Emergency
Impact Aid to the District for Hurricanes Katrina
and Rita Displaced Students for a grant period
September 1, 2005 through July 31, 2006.

Vendor Overpayment
A review of email correspondence between
Director of Purchasing and CFO revealed the
District overpaid a telephone equipment vendor

16

Exhibit X

Pulaski County Special School District (District)
Overtime Hours Paid to Maintenance Employees
For the Period July 2006 through May 2009
Maintenance
Department
Employee (Note 1)
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
Total Overtime:
Hours

2006-07
Amounts
Hours
Paid
606.25
633.25
362.00
81.00
152.50

$ 14,282
12,888
6,664
2,183
4,706

135.50
37.50
168.00
166.00
61.00
35.25
61.50
94.00
37.00
66.50
43.00

3,698
1,301
3,109
5,205
2,100
880
1,669
2,095
1,128
1,240
1,097

49.00
36.00
103.00

1,566
603
1,872

9.00

375

1.00
26.50

28
453

34.25
23.00

1,440
476

3,022.00

Paid

2007-08
Amounts
Hours
Paid

2008-09
Amounts
Hours
Paid

Totals
Paid

415.00
407.75
262.00
244.75
285.50
127.25
59.00
107.00
129.75

$ 10,510
8,892
5,232
5,817
5,711
2,987
1,272
3,835
2,523

376.50
210.00
288.50
110.50

$ 10,041
4,788
6,053
2,642

173.50
73.75
38.50

4,341
2,244
1,415

59.00
57.00
95.25
39.50
54.00
12.00
52.00
29.50
48.00
65.50
46.00
65.25
87.50
10.00

2,349
1,592
2,769
978
1,797
246
2,033
553
1,219
1,174
1,249
1,175
2,183
390

16.50
90.00
12.00
40.75
26.50
96.75
5.00
143.00
21.50
71.50

681
2,604
378
1,047
903
2,228
209
2,781
503
1,398

49.50
52.50
67.75
20.00

691
1,536
1,158
320

73.00
1.00
44.00
36.50
58.00
2.00

1,314
27
1,736
1,620
1,035
61

68.00

1,133

15.00

231

20.00

617

$ 34,833
26,568
17,949
10,642
10,417
7,328
7,214
6,551
5,632
5,205
5,130
5,076
4,816
4,120
3,828
3,714
3,339
3,334
3,288
3,175
3,121
2,489
2,210
2,126
1,995
1,726
1,625
1,611
1,453
1,440
1,324

$ 51,799

$ 193,279

2,097.25

2,963.25
$ 71,058

$ 70,422

Note 1: Employees 1 and 2 work in the cabinet shop and Employee 3 works in the paint shop
Employee 4 is a roofer and Employee 5 was a Custodial Supply and Equipment Coordinator
Employees 9 and 26 rented homes owned by Executive Director of Support Services
Source: District financial records
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2010 were not deposited in the Activity Fund
bank account.

During this period, the District received $844,125
for compensation of personnel, including teacher
aides, dealing with these displaced students.
The District issued checks totaling $48,000 to
individuals and schools for reimbursement of
items purchased for displaced students.

The District contacted the Jacksonville Police
Department to report funds not deposited.
Subsequently, Taylor was charged with theft of
property by the Sixth Judicial District Prosecuting
Attorney on March 30, 2010.

DLA staff review of documentation provided by
District personnel revealed questioned purchases
by a high school home school counselor and
approved by the Assistant Superintendent for
Equity and Pupil Services. These purchases
were:


$311 at Dillard’s Department Store for
women's undergarments;



$464 at Lady Foot Locker for athletic apparel;
and



$194 at Finish Line for two pairs of athletic
shoes.

The District placed Taylor on leave without pay
awaiting outcome of this criminal matter pending
resolution in the Circuit Court of Pulaski County.
Daisy Bates Elementary
Parent Teacher Association
At the request of Acting Superintendent Rob
McGill, DLA staff reviewed certain documents
pertaining to the Daisy Bates Elementary Parent
Teacher Association (Daisy Bates PTA). Daisy
Bates Principal expressed concern due to
telephone calls regarding unpaid PTA bills.
DLA staff reviewed bank statements and
available
supporting
documentation
for
expenditures for the period August 17, 2007
through March 12, 2009. The following items
were noted:

The District should obtain reimbursement of
funds from applicable personnel for the apparent
misuse of federal aid.
Jacksonville High School Activity Fund
District personnel notified DLA staff in January
2010 concerning discrepancies between bank
account deposits and activity cash count sheets
relating to the Jacksonville High School Activity
Fund (Activity Fund).
According to District
accounting personnel, the Activity Fund
Bookkeeper, Rosalind Taylor, was responsible
for, and custodian of, Activity Fund money.
To document collection of funds for school
activities, District required applicable sponsors
complete and sign cash count sheets. These
sheets and pertinent funds were remitted to
Taylor who provided the sponsor a receipt to
corroborate the exchange of funds.



Checks, totaling $2,408, issued without
adequate supporting documentation;



Cash expenditures totaling $1,716;



Check issued to “Cash” for $500 without
supporting documentation;



Checks, totaling $265, issued for donations
to individuals; and



Multiple checks with only one signature.

DLA staff also noted receipts for funds collected
were not maintained by Daisy Bates PTA.

After comparing documentation supporting
collection of funds from various activities to
Activity Fund bank account deposits, District
accounting personnel determined $23,036 had
not been deposited in the Activity Fund during the
period August 2009 through January 2010.

Two internal audits were conducted by Arkansas
PTA audit committee members for the periods
July 1, 2007 through June 30, 2008 and July 1,
2008 through March 31, 2009, respectively.
While findings in the internal audit reports include
checks written for cash, checks written to
individuals for donations, and checks with only
one signature, the following issues were also
addressed. The Daisy Bates PTA did not have
an approved budget, meeting minutes indicating

In addition, gate receipts and change funds,
estimated to total $8,500, for eight athletic events
during September 1, 2009 through January 15,
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its board’s approval of amounts expended, or
financial fidelity bonding insurance. The internal
audit report for the period July 1, 2008 through
March 31, 2009 also disclosed outstanding
invoices that had not been paid.



Security measures over the food warehouse
were careless. According to District personnel, surveillance cameras located in the
frozen food area had been broken for
several years.

According to Arkansas PTA President, state and
national dues collected by Daisy Bates PTA have
not been remitted to Arkansas PTA.



District equipment could be “checked out” by
employees for personal use.



Maintenance Department did not address
work order requests timely.



Employees were allowed to commute to
work in District vehicles without the District
reporting the value of this fringe benefit to
Internal Revenue Service (IRS) on an IRS
form W-2 or 1099 - Misc.



Numerous instances of upper management
being out of the office without cause.



Numerous support service staff were tardy to
work. These employees were also allowed
leave time without reporting it on timesheets.



Fundraiser proceeds were not properly
recorded or tracked.

In addition, the Principal provided an unsigned
letter, purportedly from the Principal, instructing
the bank in which PTA maintained a bank
account that the PTA Treasurer, a teacher at
Daisy Bates, would be the sole signatory on the
bank account. This fabricated letter was in direct
opposition to a letter to the same bank the
Principal indicated he wrote and signed removing
the PTA Treasurer and listing the PTA President
and Vice President as co-signatories.
Currently, according to the Principal, Daisy Bates
PTA is not an active organization. One company
is still owed for outstanding invoices and state
and national dues have not been remitted to
Arkansas PTA.
Other Issues

Internal Control Deficiencies
Other than the matters previously discussed in
this report, the Board also expressed concerns
relating to certain financial operations of, and
compliance with policies by, the District. In
addition, District personnel revealed issues of
concern to DLA staff during interviews. While
these issues were beyond the scope of this
review, DLA staff provided Acting Superintendent
Rob McGill a summary of issues and concerns
revealed during the period March through May
2009. DLA staff did not verify or otherwise
substantiate the following assertions.


Desegregation funds were used for
purposes other than designated programs
and were being “saved” for use in another
school year.



Board members received goods and services from the District and District personnel
for matters unrelated to the District.



Executive Director of Support Services used
District employees and vendors for purposes
not related to District projects.

Internal control is a process consisting of five
interrelated components – control environment,
risk assessment, information and communication,
control activities, and monitoring. Management is
responsible for adopting sound policies and
establishing and maintaining internal control that
will ensure the achievement of the entity’s
objectives. The control environment sets the
tone of an organization, which influences control
consciousness of its employees, and is the
foundation for all other components of internal
control, providing discipline and structure.
While gaining an understanding of the District’s
internal control components as related to issues
discussed in this report and reviewing selected
records, certain transactions and events that
appeared
to
compromise
the
District’s
commitment to integrity and ethical values came
to the attention of DLA staff.
District management is responsible for properly
communicating values and behavioral standards
to personnel through policy statements, codes of
conduct, and example.
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This review and interviews with pertinent District
personnel revealed numerous internal control
deficiencies, which contributed to the
misappropriation of District funds as well as
potential waste and abuse of District resources.
In particular, these deficiencies include Administrative staff and the Board not:


Exercising proper management fiscal
oversight responsibility or providing
safeguards to prevent and timely detect
misappropriation of funds and potential waste
and abuse of District assets.



Following established District policies and
procedures.



Establishing a “tone at the top” that
demonstrated to personnel the necessity of
standards and fiscal prudence.



Excessive use of “emergency” purchase
orders.



Approval on numerous purchase orders and
invoices was in the form of a “rubber stamp.”



Purchasing laws pertaining to solicitation of
bids were not always followed.



An overpayment to a vendor was not
accounted for properly nor was a refund
requested.

District
weaknesses
compensation included:

District travel policies and procedures were not
followed, including:

concerning

overtime



Supporting documentation did not always
contain project, number of hours worked, and
services performed.



Using more highly skilled and
employees to perform routine tasks.

paid



Expenses were not always documented.



Unallowable expenses including alcoholic
beverages, gratuities, Broadway play tickets,
and meals for family members were
reimbursed/paid.



Business purpose/attendees were not documented for in-district meal expenditures.



Hotel and meal expenses reimbursed,
although these charges were included in
conference fees.



Exercise proper fiscal oversight responsibilities.



Taxi fares were paid without points of travel
included.





Receipts were not always included for meals
in excess of per diem.

Strengthen procedures to ensure disbursements comply with District policies and
procedures.



Expand purchasing policies to ensure all
purchases are legitimate, received, and used
for District purposes.



Develop a comprehensive policy regarding
District food purchases. This policy should
establish specific guidelines regarding proper
and allowable disbursements and require
documentation of business purpose and
individuals in attendance.



Require detailed supporting documentation
be submitted and retained for all
disbursements.

RECOMMENDATIONS
To reduce the risk of future misappropriation of
funds, the Board should, in conjunction with
Administrative staff, establish and practice sound
internal control policies and comply with
applicable Code.
Specifically, the District should:

District purchasing policies and procedures were
not followed, including:


Department Directors/supervisors did not
adequately examine supporting documentation for goods and services purchased.



Business purpose for goods purchased was
not always documented.



Blanket purchases for small order purchases
frequently exceeded $1,000 per vendor
monthly limit.
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Periodically evaluate RFPs to ensure vendors
adhere to contract terms.

penses totaling $7,836 as shown in Exhibit V on
page 8.



Provide accounting/purchasing personnel
instruction necessary to properly perform
work duties.

In addition, review of cash advances to Board
members for travel costs revealed additional
unallowable and questioned expenses of $3,677
(see Exhibit VII on page 11).



Ascertain compliance with District ethics and
conflict of interest policies as well as those
provided by Code.



Review and revise Business Procedures
Manual, where applicable.



Discontinue the practice of cash advance for
out-of-district travel.



Ensure travel expenses for Board members
and District personnel reflect actual expenses
incurred by applicable parties, are for District
purposes, and adhere to District policy.



Establish monitoring procedures to ensure
compliance with District policy and internal
controls.

District Mechanical Systems Supervisor James
Diemer misappropriated $439,745 by purchasing
items, for which the District paid, from three
vendors for personal gain (see Exhibit IX on
page 15). On January 21, 2010, Diemer waived
indictment and entered a plea of guilty to theft of
property from a government entity which received
federal funds. Diemer is scheduled to be
sentenced at a hearing on June 8, 2010.
Thirty-one employees in the Maintenance
Department were compensated for overtime
totaling $193,279 during the period July 2006
through May 2009 as presented in Exhibit X on
page 17. Management approval of possible
excessive overtime could result in waste and
abuse of District funds.
Also, an overpayment of $11,975 to a vendor in
November 2006 was not fully reimbursed until
May 28, 2009.

Further, individual Board members should refrain
from obligating the District, formally or informally,
without full Board approval recorded in minutes of
meetings.

The District provided documentation indicating
activity fund collections totaling $31,536 were not
deposited in the Jacksonville High School Activity
Fund bank account. Bookkeeper Rosalind Taylor
was charged with theft of property which is
pending resolution in the Circuit Court of Pulaski
County.

To enhance overall attitude of the District,
management and the Board should strive to
demonstrate values and behavioral standards to
personnel though example and policy statements.

CONCLUSION

This review and interviews with pertinent District
personnel revealed numerous internal control deficiencies, particularly lack of proper management
fiscal oversight responsibility and safeguards to
prevent and timely detect misappropriation of
funds and potential waste and abuse of District
assets. District management and the Board are
responsible for establishing a “tone at the top”
that demonstrates to personnel the necessity of
standards and fiscal prudence.

As provided in Exhibit III on page 5, the District
initially paid a financial settlement of $269,520 to
Superintendent James Sharpe upon resignation
from the District. This payment conflicted with
Board approved terms and amount of $185,000.
Therefore, Sharpe reimbursed $72,918 which
was calculated by District personnel.
Sharpe also received salary/benefits overpayments totaling $17,203 for the period July 1, 2005
through March 11, 2009 (see Exhibit IV on
page 7). This civil matter is pending resolution in
the Circuit Court of Pulaski County. In addition,
Sharpe was reimbursed for, or charged on District
credit card, unallowable, undocumented ex-

This report has been forwarded to Federal
Bureau of Investigation, Sixth Judicial District
Prosecuting Attorney, Twenty-second Judicial
District Prosecuting Attorney, Arkansas
Departmen t
of
Ed ucation ,
Arkansas
Governmental Bonding Board, and Pulaski
County Sheriff’s Office.
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Schedule 1
Pulaski County Special School District
School Locations by Zone
As of June 30, 2009

Zone 1
1 Mills University Studies High School
2 Fuller Middle School
3 Bates Elementary School
4 College Station Elementary School
and Learning Academy (Note 1)
Zone 2
5 Robinson High School
6 Robinson Middle School
7 Lawson Elementary School
8 Baker Elementary School
9 Landmark Elementary School
10 Chenal Elementary School
Zone 3
11 Oak Grove High School
12 Maumelle High School
13 Robinson Elementary School
14 Oak Grove Elementary School
15 Pine Forest Elementary School
16 Crystal Hill Elementary School

Zone 4
17 Sylvan Hills High School
18 Sylvan Hills Middle School
19 Sylvan Hills Elementary School
20 Sherwood Elementary School
21 Clinton Elementary School
22 Oakbrooke Elementary School

Zone 7
36 Scott Elementary School
37 Adkins Pre-K Center
38 Harris Elementary School

Zone 5
23 North Pulaski High School
24 Northwood Middle School
25 Bayou Meto Elementary School
26 Arnold Drive Elementary School
27 Tolleson Elementary School
28 Cato Elementary School
29 Dupree Elementary School
Zone 6
30 Jacksonville High School
31 Jacksonville Middle School- Girls
32 Jacksonville Middle School- Boys
33 Jacksonville Elementary School
34 Taylor Elementary School
35 Pinewood Elementary School

Note 1: Two separate schools on the same campus, which results in a total of 39 schools
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Schedule 2

Pulaski County Special School District (District)
Salaries and Benefits of Certain Administrators
For the 2008-09 School Year
Position

Hire Date

Superintendent (Note 2)
Acting Superintendent
Deputy Superintendent
Assistant Superintendent for Equity
and Pupil Services
Assistant Superintendent for Human
Resources
Chief Financial Officer (05-09)
Acting Chief Financial Officer
Chief Financial Officer (09-Current)
Director of Federal Programs
Director of Secondary Education
Director of Elementary Education
Executive Director of Support Services
Acting Executive Director of Support
Services
Director of Community Affairs
Director of Accountability
Director of Human Resources
Director of Special Education
Director of Workforce Education
Director of Counseling
Director of Educational Technology
Acting Director of Educational Technology
Director of Management Information
Systems
Director of Accounting and Auditing
Director of Purchasing
Director of Transportation
Director of Child Nutrition (79-08)
Director of Child Nutrition (08-Current)
Director of Plant Planning

2/8/06
3/11/09
5/10/06

Resignation
Date
3/11/09
6/30/09

3/14/07
7/1/06
12/6/05
3/30/09
6/10/09
7/1/07
7/1/06
7/1/06
8/24/01
5/7/09
7/1/07
10/11/99
7/17/06
7/7/06
9/26/05
7/11/07
1/12/00
7/1/09
5/12/99
12/24/86
1/2/07
4/25/95
7/1/79
8/4/08
8/26/87

3/20/09
6/9/09
3/29/09

9/16/09

6/30/09

8/11/09

Salary
Benefits

(Note 1)

$

148,803
44,690
95,873

$

29,452
9,875
21,859

113,154

26,979

114,192
80,740
2,019
6,506
93,918
103,401
101,837
109,002

27,264
18,868
1,936
21,493
16,849
23,081
26,251

2,089
57,804
90,181
77,398
91,474
74,345
78,891
91,830

15,573
22,459
19,819
22,695
18,459
19,894
20,919

90,073
84,372
69,812
99,749

20,818
14,555
18,127
24,785

51,494
96,191

15,927
23,693

1/18/08

Note 1: Salary includes vehicle allowance, if applicable
Note 2: Includes supplemental payment for insurance and retirement contribution, but does not include
Superintendent contract buy-out of $185,000
Source: District financial records
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APPENDIX
Pulaski County Special School District
Responses to Report
Acting Superintendent, Former Superintendent, and Board of Directors

A
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Pulaski County Special School District
Response to Report
Acting Superintendent - Robert McGill

Continued on page A-2

A-1
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Pulaski County Special School District
Response to Report
Acting Superintendent - Robert McGill
Continued from page A-1

Continued on page A-3

A-2
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Pulaski County Special School District
Response to Report
Acting Superintendent - Robert McGill
Continued from page A-2

A-3
28

Pulaski County Special School District
Response to Report
Former Superintendent - James Sharpe

Continued on page A-5

A-4
29

Pulaski County Special School District
Response to Report
Former Superintendent - James Sharpe
Continued from page A-4

Continued on page A-6

A-5
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Pulaski County Special School District
Response to Report
Former Superintendent - James Sharpe
Continued from page A-5

Continued on page A-7
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Pulaski County Special School District
Response to Report
Former Superintendent - James Sharpe
Continued from page A-6

A-7
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Pulaski County Special School District
Follow-Up Response to Report
Former Superintendent - James Sharpe

Continued on page A-9

A-8
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Pulaski County Special School District
Follow-Up Response to Report
Former Superintendent - James Sharpe
Continued from page A-8

A-9
34

Pulaski County Special School District
Response to Report
Board of Director Member - Mildred Tatum

Continued on page A-11

A-10
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Pulaski County Special School District
Response to Report
Board of Director Member - Mildred Tatum
Continued from page A-10

A-11
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Pulaski County Special School District
Response to Report
Board of Director Member - Gwendolyn Williams

A-12
37

Pulaski County Special School District
Response to Report
Board of Director Member - Danny Gililland

A-13
38

Pulaski County Special School District
Response to Report
Board of Director Member - Debbie Murphy

Ms. Kim Williams
Deputy Legislative Auditor
172 State Capitol
Little Rock, AR 72201-1099

Dear Ms. Williams,
During my service as a board member of the Pulaski County Special School District, policies
explaining member expense rules and regulations were not provided in writing or verbally.
Upon being notified by Legislative Audit that expenses paid to me as a board member were
not within the legislative guidelines, I fully reimbursed all expenses totaling $93.00 promptly
including per diem expenses paid to me by the school district. I appreciate the help and guidance of Legislative Audit in bringing this information to my attention for final resolution.
Debbie Murphy

A-14
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Investigative Report Update
Legislative Joint Auditing Committee
December 15, 2010

Review of Selected Transactions
Pulaski County Special School District
INTRODUCTION
As indicated in the Division of Legislative Audit (DLA) Investigative Report – Review of Selected Transactions – Pulaski
County Special School District (Prior Report), dated April 28, 2010 inclusive of the period March 1, 2004 through
February 19, 2010, numerous internal control deficiencies were identified at the Pulaski County Special School District
(District). In addition, the Prior Report disclosed that District funds were misappropriated by a maintenance shop
employee and unallowable and questioned travel expenses were incurred by District Board of Directors (Board) and
former Superintendent James Sharpe.

HIGHLIGHTS OF REPORT
 Employment contract for Superintendent Hopson included salary of $205,000; purchase, and business/personal use, of a

vehicle costing $35,480 and unlimited use of District fuel credit cards; one-third of cost to reinstate to ATRS of
$56,357; moving/relocation allowance of $25,000; insurance benefits at a monthly cost of $1,426; and technology
and community/civic activities allowances of $3,600 and $2,400, respectively.
 Salaries and benefits for certain administrators are budgeted to increase by $550,138 and $162,777, respectively,

in the 2010-11 school year from the previous school year.
 Unallowable travel expenses and cellular telephone usage fees totaling $1,360 paid to, or on behalf of, Board

members. Board-related expenses totaled $176,054 including boardroom renovations, laptop computers, travel costs,
and association dues. Another $15,852 was spent to purchase iPads for Board and Cabinet members.
 District received $20.5 million in desegregation funds and expended $16.2 million in the 2009-10 school year.
 Review of certain consultant contracts indicated two individuals, who are or will become District employees, were placed

on contract for services and paid over $78,000 prior to employment which appears to be to pay them above the salary
level for the positions they hold or will assume.
 District expended $961,329 for legal services, including fees for union disputes and ongoing desegregation case.
 At the direction of the Superintendent, the District’s bell schedule was changed resulting in the purchase of 39 used

school buses at a cost of $760,500 as well as hiring 35 additional part-time bus drivers.
 Three new employees were paid a total of $9,741 for days not worked.
 Examples of the District’s spending patterns, totaling over $3.2 million, are provided in Schedule 3 on page 38.
 Matters disclosed and pending in the Prior Report, and status thereof, are discussed on pages 33 and 34.
 The District is due or potentially due $66,807 from various Board members, employees, and vendors.

ARKANSAS DIVISION OF LEGISLATIVE AUDIT
172 State Capitol, Little Rock, AR 72201
Phone: 501-683-8600 Fax: 501-683-8605
www.arklegaudit.gov
Report ID: IR SD 398 10

Report Date: December 6, 2010

Following presentation of the Prior Report on
May 14, 2010, the Legislative Joint Auditing
Committee (LJAC) requested DLA staff to
determine and report corrective measures the
District implemented regarding Prior Report
findings. In addition, LJAC requested, at its
June 11, 2010 meeting, DLA staff to prepare a
follow-up report relating to selected transactions
and activities of the District subsequent to the
time periods of review for various components of
the Prior Report.



Ascertain sources and uses of desegregation
funds.



Ascertain amount and purpose of legal fees
paid by the District.



Review selected purchases of goods and
services to determine propriety.



Determine if the District acted in accordance
with Arkansas Code Annotated (Code)
relating to solicitation of bids for certain
purchases.



Analyze compensation
propriety.



Determine status of an internal review
involving the District’s Grant Writer.



Verify amount due the District from a vendor.



Review selected accounting practices for
sufficiency.

OBJECTIVES
Objectives in conducting the investigative review
were:


Review pertinent contracts of selected District
personnel and consultants.



Examine selected financial transactions,
including moving and travel expense
reimbursements; payments other than salary
to selected employees; credit card
transactions; and other employee
expenses/reimbursements.





payments

for

 Assess internal controls for adequacy.

Ascertain increases in salaries and benefits
of certain administrators for the 2010-11
school year from the previous year.

 Determine status of matters included in Prior

Determine membership of the District’s
Cabinet and analyze Cabinet policies and
expenses.

SCOPE AND METHODOLOGY



Determine
expenses.



Pertaining to Board members:

amount

of

Report.

This review was conducted primarily for the
period March 1, 2009 through November 30,
2010. Pertinent Board and District policies and
District accounting records, including general
ledger, credit card statements and supporting
documentation, employment contracts, and travel
expense reports were reviewed. Applicable Code
and Internal Revenue Service (IRS) regulations
were reviewed. Appropriate personnel were
interviewed and internal controls were assessed
for adequacy.

Board-related



Determine number of training hours
required and received.



Analyze selected expenses.



Review events surrounding an
agreement with a Board member’s
relative.



Review District purchasing, travel, cellular
telephone, credit card usage, and other
pertinent policies and ascertain if the District
adhered to these policies.

The methodology used in conducting this review
was developed uniquely to address the stated
objectives; therefore, this review was more limited
in scope than an audit or attestation engagement
performed in accordance with Government
Auditing Standards issued by the Comptroller of
the United States.



Provide information relating to negotiations
between the District and a teachers’ union.

Time periods of review for various components
are provided below by subject and date.
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Desegregation funds: July 1, 2009 through
June 30, 2010.

Employment contracts: March 11, 2009
through June 30, 2010.



Travel-related and other expenses:
March 11, 2009 through June 30, 2010.

Consultants’ contracts and expenses: June
through November 7, 2010.



Legal fees: July 2009 through October 2010.



Purchasing procedures and compliance with
bid laws: July 1, 2009 through November 20,
2010.

Acting Superintendent:

Superintendent:


Employment contract: July 1, 2010
through June 30, 2011.



Travel expenses:
November 15, 2010.



Consultant expenses:
November 15, 2010.



Moving and relocation expenses: May
through November 2010.

Maintenance Department:
through November 22, 2010.



Division of Equity and Pupil Services:
2009-10 school year.



Bell schedule and school buses:
August 16 through November 30, 2010.



Fixed assets: June
October 15, 2010.



Inventory control: November 22, 2010.



Cellular telephones:
September 10, 2010.

May through



Amounts paid 2009-10 school year.



Amounts budgeted 2010-11 school year.

Superintendent’s Cabinet:
year.



Board-related matters:


through

July 17 through

Overpayments to newly hired employees:
July 1 through September 15, 2010.



Overtime compensation: 2009-10 school
year.



Grant Writer: July 1, 2009 through August 3,
2010.



Dedicating Resources to Excel All Minds
(DREAM):
August 2008 through
November 30, 2010.



Mileage reimbursements and travel and
miscellaneous expenses relating to
Board members: February 26, 2009
through August 31, 2010.

Foreign travel: October
November 30, 2010.



Outstanding checks: September 30, 2010
(accounts payable checks) and June 30,
2010 (payroll checks).

Ethics issue: February 17, 2010.



Expenditure coding:
November 30, 2010.



Spending practices: July 16, 2009 through
November 30, 2010.



Matters disclosed in Prior Report: April 28
through November 30, 2010.

Board member training hours:
January 1, 2007 through December 31,
2009.
Board-related expenses: March 4, 2009
through June 30, 2010.



Boardroom expenses: October 13, 2009
through September 2010.



30

October



2010-11 school









through

Administrators’ salaries and benefits:





April

Employee travel reimbursements/expenses:
March 4, 2009 through June 30, 2010 (credit
card charges) and October 15, 2010.
Union representation: July 1, 2009 through
October 12, 2010.
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28

through

July 1, 2009 through

Exhibit I

BACKGROUND
One of three public school districts in Pulaski
County, the District encompasses the territory
outside the Little Rock, Cammack Village, and
North Little Rock city limits and includes the
cities of Jacksonville, Maumelle, and Sherwood.
The District contains 729 square miles, includes
nearly 3 million square feet of education and
support service buildings, and occupies more
than 750 acres throughout Pulaski County. An
act of the Arkansas legislature combined 38
independent school districts to establish the
District in 1927.

Pulaski County Special School District (District)
District Board Members
As of June 30, 2010

Zone
3
6
7
1
4
5
2

The District is governed by a seven-member
Board elected, by zone, to four-year terms.
Board members, illustrated in Exhibit I as of
June 30, 2010, serve without compensation.

Board Member/Position
Tim Clark, President
William Vasquez, Vice President
Gwen Williams, Secretary
Mildred Tatum
Charlie Wood
Danny Gililland
Sandra Sawyer

Years
Served
2
3
14
27
4
4
1

Note 1: As result of Board election held
September 21, 2010, incumbents in
Zones 4 and 5 replaced by Gloria Lawrence
and Tom Stuthard, respectively

The District currently operates 39 schools,
including 7 high schools, 7 middle schools, 24
elementary schools, and a pre-kindergarten
school. Enrollment was approximately 17,501
students, including 673 students in Pre-K, as of
October 1, 2010 and Exhibit II reflects enrollment
history. Also, depicted in Exhibit II is race
composition of the 16,828 students in elementary
and secondary grades at October 1, 2010.

Source: District records

reimbursement of $56,357 for a portion of his
cost to reinstate to Arkansas Teachers
Retirement System (ATRS).
Salaries and benefits for certain administrators
are budgeted to increase by $550,138 and
$162,777, respectively, in the 2010-11 school
year from the previous school year.

The District converted its accounting system to
the Arkansas Public School Computer Network
(APSCN), effective July 1, 2010.
A financial audit of the District is performed
annually by a Little Rock CPA firm.

Several Board members received training hours
in excess of the number required. The District
spent over $176,000 for Board-related expenses,
including boardroom renovations. In addition,
Board members received unallowed reimbursements and use of a cellular telephone totaling
$1,360, which is due the District.

RESULTS OF REVIEW
Review of contracts for Acting Superintendent
Robert McGill disclosed he was allowed use of
District fuel credit cards for both business and
personal purposes. However, McGill did not
maintain records to document personal use.

Although the Board voted to withdraw recognition
of the teachers’ and support staff unions as
bargaining agents for these groups of employees,
a court ruled this action was not legal.
Subsequently, the Board reinstated recognition of
the unions.

The employment contract for Superintendent
Charles Hopson included use of a District vehicle
and fuel credit cards for both business and
personal purposes.
Although the contract
stipulated Hopson maintain records for personal
use, these were not kept.

The District received $20.5 million in
desegregation funds of which $16.2 million was
expended in the 2009-10 school year.

Hopson’s contract also contained clauses for
services as a consultant prior to hire date, moving
and relocation expenses of $25,000, health and
other types of insurance premiums not allowed by
Code nor certain IRS regulations, and

Review of certain consultant contracts indicated
two individuals, who are or will become District
employees, were placed on contract for services
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An internal review conducted by District
personnel disclosed that the District’s Grant
Writer had misused District supplies. In addition,
this employee received mileage reimbursement
for travel unrelated to District business on District
time.

prior to employment which appears to be to pay
them above the salary level for the positions they
hold or will assume.
The District expended $961,329 for legal
services, including fees for union disputes and an
ongoing desegregation case.

DREAM, a vendor which provided before and
after school programs, owes the District $21,791
for meals and snacks provided by the District.

The Prior Report disclosed numerous deficiencies
in the District purchasing process. Although this
review indicated improvements in purchasing
practices, the District continued to have issues in
that supporting documentation was not available
for all disbursements; accounts payable checks
were occasionally held for pick up by, or handdelivered to, vendors; and some Maintenance
Department purchases were not tracked properly.

The District did not code all expenditures
consistently or in accordance with ADE’s
accounting manual. In addition, the District did
not timely void stale outstanding checks.
Examples of the District’s spending patterns,
totaling over $3.2 million, are provided in
Schedule 3 on page 38.

At the direction of the Superintendent, the
District’s bell schedule was changed resulting in
the purchase of 39 used school buses at a cost of
$760,500 as well as hiring 35 additional part-time
bus drivers.

Matters disclosed and pending in the Prior
Report, and the status thereof, are discussed on
pages 33 and 34.
The District is due or potentially due $66,807 from
various Board members, employees, and
vendors.

Review of the District’s fixed assets records and
Warehouse inventory reports revealed several
instances for which asset information was not
accurate and inventory items were not
adequately tracked. In addition, security
measures at the Warehouse were not sufficient.

Results of this review are discussed, as follows,
by topic and recommendations, if applicable.
Response to the report provided by the
Superintendent is presented in the Appendix on
pages A-1 through A-3.

Three new employees were paid a total of $9,741
for days not worked.

Exhibit II
Pulaski County Special School District (District)
Student Enrollment and Race Composition
As of October 1, 2010

Number of
As of October 1,

Students

2010

17,501

2009

17,734

2008

18,063

2007

18,016

2006

18,374

2005

18,587

2004

18,449

Hispanic
790
5%

Asian
346
2%

African
American
7,340
44%

Other
200
1%

Caucasian
8,152
48%

Other: Native American/Alaskan/Hawaiian/Pacific Islander

Source: District enrollment records
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The contract for McGill did not include a
communications and technology allowance nor
provide him a District-owned vehicle.

Acting Superintendent
Contracts

Review of a fuel credit card used by McGill
revealed charges totaling $3,424 for the period
July 1, 2009 through June 30, 2010. Neither the
District nor McGill maintained records to
determine business versus personal use.

Robert McGill, a District elementary school principal, was hired as Acting Superintendent for the
period March 11, 2009 through September 11,
2009. Terms of this contract included:


Annual salary of $144,000.



Annual accrued leave of 15 days and 21
days vacation leave per year. Upon
separation from the District, any unused
annual accrued or vacation leave paid at
prevailing daily rate of pay.

McGill subsequently accepted a position outside
the District, effective July 1, 2010. After review of
contract terms, consultation with District legal
representatives, and Board approval, District paid
McGill $40,866 (gross amount of $87,602) for
142.5 accrued leave days at a daily pay rate of
$614.75 on June 30, 2010.



Membership fees and reasonable incidental
expenses incurred, up to $400 per month, for
participation in community and civic activities.

Reimbursements/Expenses

1



$500 per month vehicle allowance for use of
personally-owned vehicle.



Two gasoline credit cards to purchase
gasoline for his vehicle for professional and
reasonable personal use.

The District reimbursed Acting Superintendent
Rob McGill $265 for Arkansas Association of
Educational Administrators (AAEA) dues on
June 5, 2009.
Proper
documentation
was
available to support this reimbursement.
DLA staff review of District credit card purchases
for the period March 4, 2009 through June 30,
2010 disclosed charges by, or on behalf of,
McGill as follows:

Subsequently, the Board issued McGill a contract
as Acting Superintendent for the period July 1,
2009 through June 30, 2010. Terms of the
2009 -10 contract included:


Annual salary of $150,000.



Annual accrued leave of 15 days and 21 days
vacation leave per year. Upon separation
from the District, any unused annual accrued
or vacation leave paid at prevailing daily rate
of pay.



Membership fees and reasonable incidental
expenses incurred, up to $400 per month, for
participation in community and civic activities.



Cost of annual physical examination paid by
District.



Two gasoline credit cards to purchase
gasoline for his vehicle for professional and
reasonable personal use.



$1,838 for expenses at T+L Conference in
Denver, Colorado. Included were gratuities
totaling $35 for which McGill reimbursed the
District.



$1,207 for expenses for trip to Lawrence,
Massachusetts.



$405 for AAEA dues the District paid after
McGill announced his resignation, which he
reimbursed on December 3, 2010, and $7
other miscellaneous expenses.

Appropriate
receipts
were
provided
documentation for each of the charges.

as

Recommendation A
The District should determine dollar value of fuel
purchased for nonbusiness use and either obtain
reimbursement from McGill or report this as
income on his IRS Form W-2 for 2010.
The District should also ensure expenses paid for
employees are District purposes.

1

Accrued leave replaced sick leave and may be used
for any time off with or without an excuse.
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Superintendent



Gasoline credit cards, for which the District
will pay charges, issued to Superintendent to
provide gasoline for professional and
personal use.



Moving and relocation stipend of $25,000,
with expenses up to $20,000 requiring
receipts as documentation. At its discretion,
the District may allow the Superintendent to
document his moving and relocation
expenses by using a District-provided debit or
credit card to charge such expenses.



The District will reimburse the Superintendent
his monthly member contribution to ATRS.
Further, Superintendent will be reimbursed
for an amount equal to one-third of his cost to
reinstate service in ATRS previously forfeited.



Communications and technology allowance
of $300 per month paid by District. The
Superintendent shall provide his own cellular
telephone and the cost of his District-related
computer and technology needs outside the
office.

Contract
The Board voted, on April 15, 2010, to hire Dr.
Charles Hopson, Deputy Superintendent of
Portland Public Schools in Portland, Oregon, as
District Superintendent for the period July 1, 2010
(effective date) through June 30, 2013. Terms of
the contract are summarized below:


Annual salary of $205,000.



Premiums for health insurance, including
dental coverage, and the same benefits for
the Superintendent’s spouse and dependent
children.



Life insurance premiums for policy coverage
equal to one year’s salary.



Disability insurance premiums, up to $1,000
annually, to be reimbursed to the
Superintendent.



Annual accrued leave of 12 days and 21 days
vacation leave per year.



Prior to effective contract date, Board may
retain Hopson as a consultant at daily pay
rate of $840 (salary divided by 244 days).



Reasonable expenses for travel, meals, and
lodging while Hopson serves as consultant
paid by District.



Membership fees and reasonable incidental
expenses incurred, up to $2,400 per year, for
participation in community and civic activities
paid by District. Expenses incurred, excluding
association and civic organization dues, will
be reimbursed by the District.



Cost of annual physical examination paid by
District.



Full-size, late model vehicle, mutually
agreeable to the Board and Superintendent,
to be provided by District including expense
of all maintenance costs and insurance.
Superintendent shall be permitted to use
automobile for business and personal use,
without restriction, and shall pay state and
federal income taxes on personal use as
required by law.

Ark. Code Ann. § 6-17-1117(c)(1) states, in part,
“A school district shall provide the employerprovided health insurance benefits for all fulltime . . . employees and pay the same employer
contribution rate for each eligible employee . . . .”
In addition, Op. Att’y Gen. no. 2007-239 indicated
legislative intent behind Ark. Code Ann. § 6-171117 was for a school district to contribute a set
dollar amount, with the same applying to each
employee.
According to IRS Publication 15-B Employer’s
Tax Guide to Fringe Benefits, the cost of life
insurance premiums paid on behalf of a key
employee, for which Hopson meets the definition,
is required to be reported as income on the
employee’s IRS Form W-2. Further, the cost of
other fringe benefits, not offered to all employees,
should be considered income and reported as
such on that employee’s IRS Form W-2.
The District paid the following fringe benefits,
totaling $6,590, on behalf of Hopson during the
period July 1 through November 15, 2010, which
represents nine pay periods.
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$3,620 for health and dental insurance
premiums.



$1,829 for life insurance premiums.



contributing an insurance premium rate not
allowed by Code.

$1,141 for disability insurance premiums.
This was $141 more than authorized in
Hopson’s contract.

Life and disability insurance premiums paid on
behalf Hopson should be reported as income on
his IRS Form W-2 for 2010.

The District paid all of Hopson’s monthly health
and dental insurance premiums of $804, which
equates to a contribution rate of $508 more than
the rate of $296 for other employees. Therefore,
of the $3,620 the District paid on behalf of
Hopson, $2,288 was paid in conflict with Code
and is due the District.

However, $141 the District paid for disability
insurance over the amount provided in Hopson’s
contract is due the District.
The District should require Hopson to maintain
vehicle usage records for his personal use of a
District vehicle to comply with IRS regulations.
The District should report the value of personal
vehicle use on Hopson’s IRS Form W-2. This
value should comply with IRS valuation
regulations which include annual lease price of a
vehicle as well as fuel expenses.

The District purchased for $35,480 a 2010 Buick
LaCrosse automobile for Hopson’s District and
personal use. This automobile was fully equipped
including leather interior, power sunroof, OnStar®
turn-by-turn navigation system, and chromeplated wheels.
Review of a fuel credit card used by Hopson
disclosed charges totaling $1,202 for the period
July 1, 2010 through October 4, 2010 which
included fuel totaling $196 purchased in
Alabama, Florida, Mississippi, and Tennessee
and $160 (9 washes at an average cost of $17.78
each) for car washes. Further, records were not
maintained to determine business versus
personal use of the automobile for compliance
with IRS regulations.

The Board should determine if the cost of car
washes is included in Hopson’s contract. If not,
the District should obtain reimbursement for car
washes charged to the District’s credit card.
Otherwise, the Board should establish an amount
to pay for this expense.
Any amount reimbursed to Hopson for his cost
associated with reinstatement to ATRS should be
reported as income on Hopson’s annual IRS
Form W-2.

After consulting with ATRS, the District did not
reimburse Hopson for his monthly retirement
contributions. In addition, the District has not
reimbursed Hopson for any costs associated with
his reinstatement to ATRS.
According to
information obtained from District personnel, the
amount the District will reimburse is
approximately $56,357, or $18,786 a year for
three years.

The amount of $667 the District has spent for
cellular telephone expenses for the Superintendent should be reimbursed by Hopson and
services under District plan cancelled. If Hopson
chooses to retain his District phone service, the
District should reduce Hopson’s monthly
communications and technology allowance of
$300 by the monthly cost of his District cellular
telephone service cost.

In addition to the $300 monthly technology
allowance included in Hopson’s contract, the
District pays $134 for Hopson’s monthly cellular
telephone service, which includes a Blackberry
telephone and Intelligent Mobile Hotspot. As of
November 2010, the District has paid $667 for
this service which was not a part of Hopson’s
contract.

Exhibit III on page 10 details certain amounts
paid to, or on behalf of, Hopson and the amounts
unallowed and due the District.
Reimbursement for Airline Ticket-Purpose
Unknown
Prior to selection by the Board as a candidate for
the Superintendent position and at the request of
an individual Board member, Hopson purchased
a round trip airline ticket from Portland, Oregon to
Little Rock, Arkansas. A request for reimbursement of the cost of the ticket was submitted to the

Recommendation B
The District should obtain reimbursement of
$2,288 from Hopson for health and dental
insurance premiums improperly paid on his
behalf. Further, the District should discontinue
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District. Since the purpose of Hopson’s trip was
unknown, the Acting Superintendent directed the
District Chief Financial Officer (CFO) not to pay
for the $855 airline ticket without Board approval
and further directed the Board to obtain a majority
vote, during open session, regarding such
payment. The Board voted, on April 20, 2010, to
reimburse Hopson for the ticket.

income tax return. IRS Publication 15-B allows
an employer to exclude from an employee’s
income these same expenses:

Consultant Expenses

IRS Publication 521 further states the following
items cannot be deducted as moving expenses:

Hopson’s contract for Superintendent included a
provision that prior to the effective date of July 1,
2010, the Board may hire him as a consultant at
a daily rate equal to the contract salary divided by
244 days, which results in a daily rate of $840.
Subsequently, the Board approved for Hopson to
work as a consultant on selected dates prior to
July 1, 2010.
While serving the District as a consultant, Hopson
was reimbursed $12,414 which included $10,922
for 13 days of consultant services; $854 per diem
at a daily rate of $61 for 14 rather than 13 days;
$150 luggage fees; and $488 rental car fees.



Moving household goods and personal
effects including in-transit storage expenses.



Traveling including lodging, but not meals, to
a new home.



Any part of the purchase of a new home.



Expenses of entering into or breaking a lease
and security deposits.



Return trips to the former residence.



General repairs, maintenance, insurance, or
depreciation of car.

Terms of Hopson’s contract included a moving
and relocation stipend of $25,000.
Hopson was paid $3,589, via payroll check, net of
payroll withholdings totaling $1,411, in May 2010
for “relocation expenses” prior to the effective
date of his contract. In addition, the District paid
$5,000, $2,000, and $2,000 in May 2010,
October 2010, and November 2010, respectively,
as deposits toward the purchase of a residence
for Hopson.

During the consulting period, the District paid for
$3,645 in airfare and $1,597 in hotel fees on
behalf of Hopson. The airfare amount included
$585 for a ticket for Hopson’s wife, which he
reimbursed the District.
The District paid $364 for three nights hotel
lodging in May 2010 on days Hopson was not
serving as a consultant to the District. DLA staff
contacted District personnel in August regarding
repayment of these charges and were informed
that Hopson had not yet reimbursed the District.
At that time, Hopson submitted a check to the
District for payment and DLA staff received a
copy of it the following day. DLA staff contacted
the District Business Office in November to
request a copy of the deposit slip for the $364
reimbursed by Hopson, but Business Office
personnel had no knowledge of the check nor
record of its deposit.

Prior to the effective date of his contract, Hopson
was given a District credit card to use for moving
and relocation expenses. Of the $10,388 Hopson
charged for moving and relocation expenses,
$4,419 was allowable and $5,969 was
unallowable according to IRS regulations. The
following transactions were identified as
nonallowable moving and relocation expenses:


Sleep Country - $1,750



JCPenney catalog purchases - $1,081



Air travel and related costs - $1,009

Subsequently, on November 15, 2010, Hopson
issued another check for $364 to the District and
DLA staff received a copy of deposit ticket from
District.



Transmission Shop - $764



Wal-Mart - $596



Cable television service in Oregon - $379

Moving/Relocation Expenses



Cellular telephone service in Oregon - $286

According to IRS Publication 521 Moving
Expenses, reasonable expenses, as provided
below, may be deducted on an individual’s



Garden Ridge - $94



Meal - $10
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Exhibit III
Pulaski County Special School District (District)
Superintendent Charles Hopson Expenses/Reimbursements
June 1, 2010 through October 31, 2010

Amounts
Fringe Benefits for Insurance Premiums
Consultant Expenses:
Consultant fee
Per diem ($61 X 14 days)
Airfare (Note 1)
Hotel (Note 1)
Car rental ($488) and luggage fees ($150)
Total Consultant Expenses
Board
Approved
Relocation/Moving Expenses:
Condo purchase plan/deposit
Relocation stipend (Note 2)
Round trip airfare for Hopson's daughter (Note 3)
Miscellaneous credit card charges
Total Moving/Relocation Expenses
Credit Card Charges:
Luggage fees ($75), meals ($79), and parking fees ($100)
Miscellaneous office accessories
Total Credit Card Charges
Miscellaneous Expense: Airfare on March 19, 2010 (Note 4)
Unallowable Expenses:
Health insurance benefits
Disability insurance premiums
Cellular telephone
Meals charged to credit card on days per diem paid
Unallowed payments for residence purchase
Unallowed moving expenses charged to credit card
Unallowed moving expenses for airline cost reimbursed
Undocumented credit card charges for moving expenses
Undocumented credit card charges for business expenses
Undocumented airfare
Extra day per diem
Total Unallowable/Due or Potentially Due District
Note 1:
Note 2:
Note 3:
Note 4:

$

6,590

$

10,922
854
3,645
1,597
638

$

17,656

Actual
Expenses

$ 25,000

$ 25,000

$

9,000
5,000
417
10,388

$

24,805

$
$

254
493
747

$

855

$

2,288
141
667
79
9,000
5,969
417
3,925
517
855
61

$

23,919

Hopson reimbursed $585 for spouse's plane ticket and $364 for 3 additional nights in hotel
Received $3,589, net of withholdings totaling $1,411
Hopson's daughter flew round trip from Portland, Oregon to Little Rock, Arkansas in October 2010
Round trip ticket from Portland, Oregon to Little Rock, Arkansas

Source: District financial records
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charged to a District credit card. For any charges
not documented, the District should request
reimbursement from Hopson.

In addition, of the $10,388 Hopson charged to the
District’s credit card, documentation was
available for only $5,195. The undocumented
charges totaled $5,193, of which $3,925
appeared to be for allowable moving expenses.

In addition, to ensure District is not responsible
for charges not for District purposes, District
should strengthen policies to ensure adequate
documentation is maintained to support
purchases. In the event adequate documentation
is not provided, the Board may consider revoking
credit card use.

Since Hopson did not provide receipts for all
purchases charged to this credit card, the District
did not pay full amount by the due dates for
August through November 2010 billing
statements, resulting in late fees and interest
charges of $497.

Further, District should obtain reimbursement of
$79 for meals charged to a District credit card for
which Hopson received a per diem.

Further, Hopson was reimbursed, as an
additional moving expense, $417 for the cost of
round trip airfare for his daughter to fly from
Portland, Oregon to Little Rock, Arkansas.

Exhibit III details certain amounts paid to, or on
behalf of, Hopson. The Superintendent owes or
potentially owes $23,919 to the District for
unallowable expenses/reimbursements.

Other Credit Card Charges
Hopson charged $747 to a District credit card for
business-related expenses such as meals, airline
fees, and office/technology accessories during
the period June 4 to July 8, 2010. Review of
charges revealed the following:


Documentation was not provided to support
$517.



Meals totaling $79 charged to credit card on
days that Hopson received per diem for
meals.

Administrators
The District employs approximately 2,728 fulland part-time employees, including 131
administrators, 1,384 educators, 943 support
staff, and 270 bus drivers.
Salaries and benefits of certain administrators for
the 2010-11 school year are provided, and
compared to 2009-10 school year salaries and
benefits, in Schedule 1 on page 36. This
comparison indicated that salaries and benefits of
these administrators increased by approximately
$550,138 and $162,777, respectively, in the
2010 -11 school year.

Recommendation C
Although the Board approved reimbursing $855
to Hopson for the cost of an airline ticket from
Portland to Little Rock, a business purpose was
not provided. Unless a business purpose for this
expense is provided, Hopson should reimburse
the District. Otherwise, $855 should be reported
on Hopson’s IRS Form W-2 as income.

Cabinet
The District Cabinet consists primarily of District
administrative staff. According to Board policy,
the Superintendent is authorized to establish a
permanent or temporary cabinet deemed
necessary for administration of Board policies
and coordination of District educational and
support programs.
Further, policy states
membership, reflecting racial balance, and
responsibilities of Cabinet will be at the discretion
of the Superintendent. The roles of Cabinet
members will be advisory and recommendations
to the Board will be submitted by Superintendent.

The District should report $14,969 as income on
Hopson’s IRS Form W-2 for moving and
relocation expenses paid for his residence
($9,000) and for purchases charged to a District
credit card ($5,969) which were not allowable in
accordance with IRS regulations. If Hopson
reimburses the District for any unallowable
moving and relocation expenses, then that
amount would not need to be reported to the IRS
as income.

For the 2010-11 school year, the Cabinet
consists of 12 members, including the
Superintendent, as identified in Exhibit IV on
page 12. Two Cabinet members were not District

The District should also obtain adequate
supporting documentation for all purchases
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employees, but were both under consultant
agreements with the District, when chosen as
Cabinet members.

assistant with address book, calendar, to-do list,
and email capability. One Cabinet member is
provided a wireless USB modem for internet
access at $60 per month.

According to District personnel, a mandatory
Cabinet meeting is held weekly. The
Superintendent presides over the meetings with a
planned agenda which addresses issues,
provides updates, and promotes transparency
within District departments and schools. In
addition, the Cabinet approves Board meeting
agendas.

Board Approval Process
Standard operating procedures regarding Board
approval process for policies and contracts are
enumerated in the Board Policy Manual. Any
item pending Board approval is reviewed and
approved by the Superintendent’s Cabinet two
weeks before the regularly scheduled Board
meeting; however, items may be placed on the
Board agenda two “work days” in advance of a
Board meeting. In addition, at the request of at
least three Board members, an “addendum” may
be added to the meeting agenda on the day prior
to the meeting, if time is available for an official
notice to the press.

Hopson approved the purchase of 20 Apple®
iPads™ (iPads) for Cabinet and Board members
as a cost effective, around-the-clock
communication tool. Cost of the iPads totaled
$15,852 and a monthly charge of $300 ($15 for
each device) is incurred for internet and email
access.
In addition to the iPads, the District provides
smart phones to 8 of the 12 Cabinet members at
an average cost of $82 per month, per phone.
The smart phone serves as a personal digital

Board Member Training Hours
Ark. Code Ann. § 6-13-629 requires serving
Board members to receive six hours of training

Exhibit IV
Pulaski County Special School District (District)
Cabinet Members
2010-11 School Year

Name

Position

Dr. Charles Hopson

Superintendent

Anita Farver

Chief Financial Officer

Deborah Coley

Assistant Superintendent for Human Resources

Derrick Brown

Chief Technology Officer

Deborah Roush

Executive Director of Communications

Dr. Brenda Bowles

Assistant Superintendent for Equity and Pupil Services

June Elliott

Deputy Superintendent for Academic Accountability Region I

Rodney Matheney

Deputy Superintendent for Academic Accountability Region II

Dr. Bruce Bryant

Assistant Superintendent of Curriculum and Instruction

Dr. Robert Clowers

Executive Director of Educational Accountability

Derek Scott (Note 1)

Consultant for Facilities and Operations

Paul Brewer (Note 2)

Consultant to Superintendent for Human Resources

Note 1: Under consulting agreement with District when appointed to Cabinet, but is
currently employed by District
Note 2: Under consulting agreement with District
Source : District records
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each calendar year of continuing
service.
Newly-elected Board
members or members returning to
the Board after a break in service
must receive nine hours of training
by December 31 of the year
following election and six hours of
training each calendar year
thereafter.
All but one District
Board member exceeded the
required number of training hours
for the period January 1, 2007
through December 31, 2009 as
reflected in Exhibit V. Charlie
Wood did not obtain 4.75 of the
required 6 hours of training in the
2008 calendar year.
A synopsis of information obtained
at conferences attended was
provided to DLA staff by applicable
current Board members during
November 2010.

Exhibit V
Pulaski County Special School District (District)
Board Members' Training Hours
January 1, 2007 through December 31, 2009

Name

2009

2008

2007

Totals

Mildred Tatum

35.5

40.5

24.5

100.5

Gwen Williams

27.5

16.25

26.25

70

Danny Gililland

18.5

19.25

25

62.75

Bill Vasquez

14

15.5

8

37.5

Charlie Wood

9

1.25

12.5

22.75

23.25

16.25

(Note 1)

39.5

Shana Chaplin (Note 2)

(Note 1)

16

3

19

Sandra Sawyer (Note 3)

6

(Note 1)

(Note 1)

6

Tim Clark

Note 1: Not a Board member at that time
Note 2: Elected to Board September 2007
Note 3: Elected to Board September 2009
Source : Arkansas School Boards Association and District records

Recommendation D
the financial records. Rather than charging a
Board member’s travel expenses, totaling $1,593,
to the applicable accounting code for Board of
Education Services, the expenses were coded as
Instructional Staff Services. According to the
Arkansas Financial Accounting Handbook
(Accounting Handbook), instructional staff
services code is for “activities associated with
assisting the instructional staff (emphasis added)
with the content and process of providing learning
experiences for students.”

The Board should evaluate the cost/benefit
associated with Board members acquiring
training hours in excess of the number required
by Code.
Procedures should also be
implemented to ensure Board members obtain
required number of training hours.
Board-Related Expenses
Overview
The District expended $176,054 for Board travel,
Boardroom renovations, meals for Board
meetings, association dues and fees, mileage
reimbursements, fees for a firm to assist in the
search for a new Superintendent, and other
miscellaneous expenses for the period March 4,
2009 through June 30, 2010. The Board adopted
a policy, in April 2010, increasing the annual
number of trips a Board member may take from
two to three.

Boardroom Renovation
The Board approved, on October 13, 2009, the
purchase of equipment for reconfiguration of the
boardroom for presentations and a paperless
delivery system for Board documents.
According to District records, total cost of
boardroom renovations, completed during Spring
2010, was approximately $104,524 which
included three 65” LCD displays, upgraded audio
system, and laptops for Board and Cabinet
members.

Exhibit VI on page 14 summarizes various
Board expenses by type or vendor and amount.
During review of certain documents, DLA staff
determined that District personnel did not
correctly record expenses of a Board member in

Subsequently, as mentioned on the previous
page, upon the Superintendent’s recommenda-
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tion, 20 iPads were purchased at a total cost
$15,852 for Board and Cabinet members and the
previously purchased laptops costing $17,840
were not used.



Tim Clark



Clark
was
reimbursed
$2,030,
on
December 18, 2009, for 5,800 miles
accumulated while commuting to/from District
Central Office (Central Office) for the period
February 26, 2009 through December 14,
2009. Mileage and odometer readings were
listed on an expense form prepared by
District personnel using Clark’s mileage log.
The mileage log appeared to be overstated
by approximately 1,600 miles, based on
actual distance between Clark’s residence
and Central Office. Prior to this review, Clark
reimbursed the District $2,030 on June 16,
2010, when questions arose over number of
miles claimed for reimbursement.

Mileage Reimbursements
The District reimbursed Board members Tim
Clark, Mildred Tatum, and Gwen Williams $2,030,
$454, and $1,015, respectively, during the period
March 1, 2009 through September 3, 2010, for
mileage incurred while performing duties on
behalf of the District.
Mileage reimbursements are listed below by
Board member and amounts due the District are
reflected in Exhibit VII on page 17.

Exhibit VI

Pulaski County Special School District (District)
Summary of Board Expenses
For the Period March 4, 2009 through June 30, 2010

Description

Totals

Arkansas School Boards Association
Board member travel
Board member mileage (Note 1)
Boardroom renovations (Note 2)
Carlson Wagonlit Travel
Catering/meals for Board meetings and workshops
Cellular telephone (Note 3)
Holiday Inn Presidential Center (Note 4)
McPherson & Jacobson, L.L.C. (Note 5)
National Alliance of Black School Educators
National School Boards Association
Other miscellaneous expenses
Virginia School Boards Association

$

5,974
11,562
3,499
104,524
3,688
10,722
1,059
518
18,359
1,570
11,740
2,089
750

Total Board Member Expenses (Note 6)

$

176,054

Note 1: $2,030 subsequently reimbursed by one Board member
Note 2: Does not include purchase of iPads totaling $15,852
Note 3: Services for Board member Gwen Williams for the period
March 2009 through August 2010
Note 4: Expenses for Board workshop/retreat
Note 5: Expenses for Superintendent search
Note 6: Amounts may not be all inclusive
Source: District financial records
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The Board voted to discontinue travel advances
to employees and Board members on June 8,
2010.

Gwen Williams
Williams was reimbursed $98 for 280 miles;
$242 for 690 miles, of which $116 for 330
miles was reimbursed twice; and $114 for
326 miles on November 13, 2009, March 9,
2010, and June 30, 2010, respectively. The
majority of mileage reported by Williams
appears to have accumulated while
commuting to/from Central Office for Board
meetings and workshops.
Review of
MapQuest, an online mapping service, indicated mileage reported appears to have been
correctly stated.



The following questioned transactions related to
out-of-district travel are listed by Board member
and amounts due the District are also reflected in
Exhibit VII on page 17.


Mildred Tatum


The District issued a travel advance, in
April 2009, to Tatum which included $95
for NSBA membership fee and for which
Tatum submitted a paid receipt from
NSBA as documentation of the
expenditure.
Subsequently, Tatum
received a $95 refund check from NSBA
in May 2009 for overpayment of
membership fees which is due the
District.



Tatum received a travel advance of
$1,525, on October 16, 2009, for a
National Association of Black School
Educators (NABSE) conference in
Indianapolis, Indiana. Actual expenses
reported to the District reflect Tatum
owed the District $215, which was
returned to the District on September 3,
2010, over ten months after the travel
advance was received.



Tatum received a travel advance of
$1,765, on March 3, 2009, for NSBA
conference in San Diego, California.
Actual expenses reported to the District
reflect Tatum reported $87 for gratuities,
which was determined by District to be
due back and subsequently repaid by
Tatum on September 3, 2010.



Tatum received a travel advance of
$1,284, on March 30, 2010, for NSBA
conference in Chicago, Illinois. Actual
expenses reported to the District reflect
Tatum owed the District $149, which
was repaid to the District on
September 3, 2010, five months after
the travel advance was issued.



One month after the Board voted to
discontinue travel advances, Tatum
received a travel advance of $221, on
July 9, 2010, as per diem for meals

Mildred Tatum
Tatum was reimbursed $895, on June 18,
2009, for 2,556 miles recorded from June 6,
2008 to May 27, 2009 and $120 for 344 miles
driven from June 2, 2009 to September 28,
2009. The following mileage reimbursements
are questioned and considered overpayments to Tatum:


Reimbursed $12 for 34 miles reported
as driven in-district on same dates as
attending the National School Boards
Association (NSBA) conference in San
Diego.



Round trip mileage from Tatum's
residence to a hotel in Little Rock was
overstated by 14 miles, resulting in $5
incorrectly reimbursed.



Round trip mileage from Tatum's
residence to the Central Office was paid
twice for a trip on May 12, 2009,
resulting in $4 overpayment.

Recommendation E
The District should obtain reimbursements for
mileage reimbursement overpayments of $116
and $21 from Board members Williams and
Tatum, respectively. Before reimbursing Board
members for mileage expense, the District should
review and substantiate mileage forms submitted
for reimbursements.
Travel Advances
Board members Mildred Tatum, Gwen Williams,
and Charlie Wood received $4,795, $4,455, and
$1,760, respectively, as travel advances for
District-related travel expenses during the period
March 1, 2009 through July 9, 2010.
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stated Wood had misplaced the check,
District financial records reflected this check
as an outstanding item on the bank
reconciliation until November 2010 when
brought to District attention by DLA staff.

during attendance at a NSBA Southern
Region conference in Williamsburg,
Virginia.


Gwen Williams










Williams received a travel advance of
$1,273, on October 15, 2009, for
NABSE conference in Indianapolis,
Indiana.
Although Williams did not
attend the conference, she cashed the
travel advance check and did not return
the amount advanced until three months
later.

Recommendation F

Williams received a travel advance of
$1,702, on March 3, 2009, for a NSBA
conference in San Diego, California.
Actual expenses were not reported to
the District until July 22, 2009 and
reflected Williams owed the District
$268.
Williams also submitted two
mileage reimbursement forms and
expenses incurred during another
conference (NSBA Southern Regional
conference in Little Rock) totaling $279,
which resulted in the District reimbursing
Williams an additional $11. District
personnel later determined, and DLA
staff verified, Williams reported $71 in
gratuities and $20 for parking that was
not documented, which is due the
District.

Miscellaneous

The District should obtain reimbursements for
improper travel advances of $95 and $305 from
Board members Tatum and Williams,
respectively. The District should enforce the
Board’s policy of not advancing funds for travel
expense.

Four Board members were reimbursed for
miscellaneous expenses for the period March 4,
2009 through July 9, 2010 as listed below.


Williams received a travel advance of
$1,284, on March 30, 2010, for NSBA
conference in Chicago, Illinois. Actual
expenses reported to the District reflect
Williams owes the District $214.



Tim Clark


$138 for meals and parking expense,
which included a $15 meal per diem for
a meal charged to the District’s credit
card, incurred while attending T+L
conference in Denver, Colorado.



$351 for meals, parking, and baggage
fees incurred while visiting Lawrence
School
District
in
Lawrence,
Massachusetts.



$43 for recruiting supplies.

Danny Gililland
$34 for a meal and parking incurred during
NSBA Southern Region conference in Little
Rock during July 2009. Receipts reflect $15
for parking on two days; however, the District
reimbursed $18 to Gililland. In addition, a
gratuity of $3 was improperly reimbursed. As
shown in Exhibit VII, Gililland owes $6 to the
District.

One month after the Board voted to
discontinue travel advances, Williams
received a travel advance of $196, on
July 9, 2010, as per diem for meals
during attendance at NSBA Southern
Region conference in Williamsburg,
Virginia.



Charlie Wood

Mildred Tatum


Wood received a travel advance check
totaling $1,760 in March 2009 to attend the
NSBA conference in San Diego, California.
District personnel indicated Wood did not
attend the conference nor did he cash the
check. Although District personnel further
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$16 for a meal, which included a gratuity
of $3 subsequently reimbursed to the
District by Tatum, during NSBA
Southern Region conference in Little
Rock. In addition, Tatum was
reimbursed $42 for valet parking on
three days.





Exhibit VII

$90 for baggage fees and taxi fare
incurred while attending NSBA Southern
Region conference in Williamsburg,
Virginia.

Pulaski County Special School District (District)
Amounts Due District from Board Members
For the Period March 3, 2009 through July 31, 2010

Gwen Williams
$110 for baggage fees, taxi fare, and per
diem for an additional meal, a result of flight
delay, incurred while attending NSBA
Southern Region conference in Williamsburg,
Virginia.

Board Member
Gwen Williams
Cellular telephone
Mileage
Gratuities
Parking
Travel advance

Appropriate
receipts
were
provided
as
documentation for each of the reimbursements to
these four Board members.

$

802
116
71
20
214

$

1,223

$

95
21

Total Due District

$

116

Tim Clark
Meal per diem
Total Due District

$
$

15
15

$

3
3

Total Due District

$

6

Total Amount Due District
from Board Members

$

1,360

Total Due District

Cellular Telephone Services

Mildred Tatum
NSBA dues/refund
Mileage

Board member Gwen Williams was furnished a
District cellular telephone, allowable per Board
policy as long as the member promptly
reimbursed the District for the monthly service
charges.
The District terminated Williams’
cellular telephone services in August 2010
because service charges totaling $802, as
identified in Exhibit VII, had not been reimbursed
the District.

Danny Gililland
Parking
Gratuity

Recommendation G
The
District
should
ensure
adequate
documentation is available for reimbursements.
The District should request Clark repay $15 for
duplicate meal reimbursement and obtain $6 from
former Board member Gililland for improper
expense reimbursements.

Unallowable/
Due District

Source: District financial records

In addition, the District should require Williams
reimburse $802 for cellular telephone services
the District paid on her behalf.

105(c)(1)(C), prior to discussions regarding the
contract between Summit and District, and
therefore, did not vote on approval of the
Agreement.

Ethics Issue

In addition, Ark. Code. Ann § 6-24-105(c)(1)(B),
requires approval by the public educational
entity’s board be documented by written
resolution after fully disclosing the reasons
justifying the contract in an open meeting. DLA
staff reviewed an addendum prepared and
approved by Board members that disclosed the
Board’s rationale for the Agreement and the
relationship between Clark and Summit.

On February 17, 2010, the Board approved
execution of a Contractual Privacy Agreement
(Agreement) with SummIT School Improvement
Technology (Summit), at no cost to the District.
DLA staff received a complaint from a concerned
citizen regarding a possible violation of Ark. Code
Ann. §§ 6-24-101, -105 by Board President Tim
Clark and his affiliation with Summit, a company
owned by his in-laws.

Further, the Board consulted with ADE personnel
who determined, that since the transaction was at
no cost to the District, approval by the
Commissioner of Education was not required.

According to Board Meeting Minutes (Board
Minutes), Clark excused himself from the Board
meeting, as required by Ark. Code Ann.§ 6-24-
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agent for bus drivers and support staff. The
previous contract between PASS and District, for
the 2008-09 school year, expired on June 30,
2009. While PASS representatives negotiate a
new contract, PASS members are operating
under Board policy.

Employee Travel Reimbursements/Expenses
To determine if proper documentation was
maintained for employee travel expense
reimbursements, DLA staff randomly selected ten
checks, dated October 15, 2010, for review.
Adequate documentation existed to support all
ten reimbursements.

For the 2009-10 school year, PASS had 412
members for whom the District paid dues of
$118,610, obtained as payroll withholdings from
support staff, to PASS.

DLA staff review of District credit card purchases
for the period March 4, 2009 through June 30,
2010 disclosed five instances in which meals,
totaling $86, were charged to hotel rooms by
employees, but were not properly documented.

Board Action Against PACT and PASS
Board voted in December 2009 and April 2010 to
withdraw recognition of PACT and PASS;
however, a Sixth Judicial District Circuit Court
Judge ruled the Board’s actions were not legal
because without recognition of PACT and the
PNA, the District did not have written personnel
policies in place or a personnel policy committee
as required by state law. The Judge further
ordered the District and PACT to attempt to
resolve differences through mediation, which was
unsuccessful.

Recommendation H
The District should ensure adequate supporting
documentation is maintained for all purchases. If
employees do not provide documentation, the
District should request the applicable employee
reimburse the District.
Union Representation
PACT Pulaski Association of Classroom Teachers

Subsequently, the Board, with two newly elected
members, voted on October 12, 2010 to restore
Board recognition of PACT and PASS.

The Pulaski Association of Classroom Teachers
(PACT), the teachers’ union, is the legal
bargaining agent for teachers’ employment
contracts. The Board and PACT negotiated the
latest Professional Negotiations Agreement
(PNA), effective for the 2006 through 2009 school
years. The PNA includes personnel polices,
salaries, and educational matters concerning
teachers, the majority of whom are members of
PACT, employed by the District.

Schedule 2 on page 37 provides a timeline of
events involving the District and PACT/PASS for
the period December 6, 2009 through October 12, 2010.
Desegregation Funds
Settlement provisions of a 1989 lawsuit between
the state and the three school districts in Pulaski
County require the state to provide extra funding
each year to these school districts for
desegregation efforts. According to Ark. Code
Ann. § 6-20-210, desegregation funds are
provided to ADE Public School Fund account
from net general revenues of the state. ADE then
disburses the desegregation funds, through the
Public School Fund, to the applicable school
districts.

Although the District and PACT have been
unable to agree on terms of a contract for
successive years, the PNA is a continuous
contract and remains in place until both sides
agree on a new contract. As of report date, the
2006-2009 PNA is in effect.
For the 2009-10 school year, PACT had 796
members for whom the District paid $580,783,
obtained from teachers’ payroll withholdings, for
dues.

District financial records reflected desegregation
fund revenue totaling $20,499,490 of which the
District expended $16,221,517 for the period
July 1, 2009 through June 30, 2010 as reflected
in Exhibit VIII, leaving a balance of $4,277,973 at
June 30, 2010.

PASS – Pulaski Association of Support Staff
The Pulaski Association of Support Staff (PASS),
the union for support staff, is the legal bargaining
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Exhibit VIII

Consultant Contracts/Expenses
DLA staff selected five consultant
contracts to review for content,
purpose, and compliance with Board
approval process. Review of certain
consultant contracts indicated two
individuals, who are or will become
District employees, were placed on
contract for services prior to
employment with District which
allowed them to be paid above the
salary level for the positions they have
or will assume.
In addition, two
contracts for professional staff
development were analyzed.
Chief Technology Officer
The Board approved, on June 8, 2010,
to restructure the Directors of
Instructional Technology and
Management Information Systems
positions to form a new position of
Chief Technology Officer with the new
position at a higher level on the pay
scale of the support staff salary
schedule.
Subsequently, the Board approved, on
June 11, 2010, employment of a Chief
Technology Officer (CTO) with
beginning contract date of July 1, 2010
and an annual salary of $100,067.
Prior to the beginning of his contract,
the newly-hired CTO from Portland
Public Schools (Portland, Oregon)
served as a consultant on Information
Technology at the District for the
period June 9, 2010 through June 30,
2010; however, the Board did not
approve this consultant contract until
July 8, 2010.

Pulaski County Special School District (District)
Desegregation Funds
Sources and Uses of Funds
For the Period July 1, 2009 through June 30, 2010

Amounts
Beginning Balance

$

Sources of Funds:
State Assistance

20,499,490

Uses of Funds:
Salaries
Employee benefits
Purchased services:
Advertising
Fleet insurance
Legal fees
Maintenance and repairs
Other professional services
Rent
Services purchased
from other LEAs (Note 1)
Travel
Tuition to other LEAs (Note 1) in state
Gasoline
Supplies, books, and materials
Equipment
Heating oil
Dues and fees
Total Uses of Funds
Ending Balance

0

8,297,021
1,755,991
13,803
202,642
343,658
94,565
40,514
5,650
117,400
13,885
3,437,508
1,318,658
492,029
60,262
26,238
1,693
16,221,517
$ 4,277,973

Note 1: Local Education Agency
Source: District financial records

The contract specified consulting services relating
to:


Execution of technology strategy for
technology platforms, partnerships, and
external relationships.



Building and management of the District’s
technology team, research and development,
and project management.



Anticipation of, and
technology changes.



Establishment of technical standards for
District operations.

reaction

to,

major

The contract further provided for a daily pay rate
of $410 and reimbursement of travel expenses
incurred. A minimum number of hours or days to
work was not specified in the contract.
The District paid the consultant for fees totaling
$3,691 and other expenses totaling $8,117 which
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were charged to the accounting code for the
Superintendent’s Office rather than to the
accounting code specifically for administrative
technology services. The Accounting Handbook
states charges to the Office of the Superintendent
are for activities performed by a superintendent in
directing and managing all affairs of a school
district.

development of an intensive five-year facility
plan, District records indicate the Operations
Consultant served on the Superintendent’s
Cabinet and was responsible for overseeing
budgets, approving time sheets, and performing
staff evaluations, all responsibilities of the
Executive Director of Operations. These duties
appear to conflict with Board policy that states
“Consultants who serve the District will exercise
no authority over the work of District employees .
. . .”

According to District personnel, the consultant’s
check was mailed overnight to his residence in
Oregon on July 13, 2010. The expenses paid,
not covered in the consultant contract, included
the following questioned transactions totaling
$6,223:


$5,899 for moving expenses.



$13 for alcoholic beverages.



$35 for child’s car seat in rental car.



$80, which includes a $3 gratuity, for meals in
July 2010, after the expiration date of
consultant contract.



$196 for hotel accommodations for two nights
in July 2010, after the expiration date of
consultant contract.

In addition, the District provided the Operations
Consultant a District cellular telephone and paid
the monthly service charges, benefits not
included in the consulting agreement nor
normally provided a consultant.
For the duration of the Operations Consultant’s
contract, the District paid $46,907 for 64.5 days
of service, 4.5 days more than the contract
allowed, resulting in $3,272 paid over the
approved contract amount.
In addition, the District reimbursed Operations
Consultant $4,237 in travel related expenses.
At the end of the consultant contract and on
November 8, 2010, the District hired the
Operations Consultant for the position of
Executive Director of Support Services at a salary
of $65,065 and a salary supplement of $20,140,
total salary of $85,205, for the remaining 2010-11
school year.

According to District records, effective
employment date for CTO was July 1, 2010;
however, email correspondence from CFO to
Superintendent on July 2, 2010 indicated CTO
would not officially report to the District for work
until July 19, 2010. The Superintendent directed
the CFO to not change the effective contract date
or charge the CTO for ten days leave time
because the CTO would make up time for which
he was paid, but did not work, through flex time
on Fridays during the summer and other days
originally scheduled off work during the school
year.

Consultant to Superintendent
for Human Resources
The District executed a consulting agreement for
a Consultant to the Superintendent for Human
Resources (HR Consultant) for the period
July 21, 2010 through December 21, 2010.
Terms of the agreement included daily pay rate of
$600, with maximum amount paid not to exceed
$62,400, and reimbursement for in-district travel
based on existing Board approved policy. Other
travel expense reimbursements were subject to
the approval of the Superintendent.

Executive Director of Operations
The District entered into a consulting agreement
for Consultant Services for District Facilities and
Operations (Operations Consultant) for 60 days
during the period July 29, 2010 through
November 7, 2010. Terms of the agreement
stated the Operations Consultant would be paid a
daily pay rate of $727, totaling $43,620, for 60
days service and reimbursed travel expenses
incurred, subject to District approval.

According to the agreement, primary
responsibilities of the HR Consultant involve
assistance to the Superintendent for compliance,
mediation, reorganization, and restructuring of
Human Resources Department (HR Department).
In addition, the HR Consultant was to assist with
the District’s conversion process to APSCN.

Although the only service specified to be provided
by the Operations Consultant was to initiate
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The Superintendent and consultant signed the
contract on July 14, 2010, the date the invoice
reflected services were actually performed.
The contract approved and signed by Board
members indicated dates of services of
June 14 and 15, 2010.

The District paid the HR Consultant $31,200 for
services and reimbursed $1,974 in mileage for
commuting from his Hot Springs residence to the
District during the period July 21, 2010 through
October 1, 2010. While the contract between the
District and Consultant stated the District would
reimburse in-district travel expense, mileage
reimbursement for commuting to the Central
Office was not addressed in the contract.

An additional consulting agreement with PEG
was executed in October 2010 for the period
October 5, 2010 through July 1, 2011 at a cost
to the District of approximately $282,000, plus
all travel related expenses.

Professional Development Contracts
According to Ark. Code Ann. § 6-20-2305, a
portion of state foundation funding aid is required
to be used for professional staff development
each school year. The District received $698,967
and anticipates getting $692,218 in the 2009-10
and 2010-11 school years, respectively. DLA
staff reviewed three contracts for professional
development as discussed below.

Under this agreement, PEG will provide
professional development and consulting
services to the District for the purpose of
developing and accelerating the District’s
capacity to engage in systemic equity
transformation and eliminate racial educational
disparities in District schools.
3. Performance fact, Inc.

1. Arkansas Leadership Academy

On behalf of the District, the Superintendent
executed a consulting agreement with
Performance fact, Inc. to provide development
of a system-wide strategic alignment plan, a
service which appears to a part of the
Academy contract, for the District.

The Acting Superintendent, on behalf of the
District, renewed a contract with Arkansas
Leadership Academy (Academy) on May 7,
2010 for professional staff development for the
2010-11 school year.

Duration of this agreement is November 3,
2010 through June 1, 2011 with a cost of
$42,000.

The Academy provides services such as
institutes for superintendents, master
principals, and teachers as well as training for
Board members, teacher leaders and
facilitators, and community involvement
design. In addition, the Academy provides an
annual review of assessment data and assists
in the development of school and District
annual strategic planning.

Recommendation I
The District should obtain reimbursement of
$6,223 from the CTO for moving expenses
($5,899) not a part of his contract and unallowed
expenses ($324). In addition, employees should
not be paid for days not worked.

The estimated cost is $692,311 for the
Academy’s services during the 2010-11 school
year.

The District should also obtain reimbursement of
$1,974 from the HR Consultant for mileage
reimbursement received for commuting, which
was not included in the contract.

2. Pacific Educational Group
On behalf of the District, the Superintendent
entered into a consulting agreement with
Pacific Educational Group (PEG) to conduct a
two day workshop (Cultural Building Diversity
Training Workshop) for a District executive
team retreat at Mt. Magazine State Park. PEG
was paid $11,500 for consulting fees and $951
for travel expenses of a PEG representative
who conducted the workshop.

District management should ensure employees in
positions combined to allow an increase in salary
continue to perform the services which the new
position entails.
In addition, the Board should ensure that all
contracts are in the best interest of the District,
approved prior to services performed, and
adhered to properly. District personnel should
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Exhibit IX

also refrain from allowing services to
begin and obligating District financially
without Board approval.

Pulaski County Special School District (District)
Legal Fees

Further, the District should ensure that
new professional development contracts do not duplicate services
provided by existing contracts.
Legal Fees
According to District records, the
District paid legal fees totaling
$961,329, as reflected in Exhibit IX, for
the period July 16, 2009 through
October 27, 2010. These fees were for
professional services performed by
various law firms, individual attorneys,
and court reporters as well as other
reimbursable charges.
Legal expenses included:








For the Period July 16, 2009 through October 27, 2010

Payee
Bequette & Billingsley
Mitchell Williams
Vedder Price
Court reporters
Hearing officers
Flynn Legal Services
Lassiter & Couch
ADR, Inc. (Note 1)
Total Legal Fees

Amounts
$ 427,313
414,322
71,920
19,062
16,233
6,519
4,810
1,150
$ 961,329

Note 1: Provided mediation services involving District and
Pulaski Association of Classroom Teachers

$427,313 to a Little Rock law firm
Source: District financial records
for representation on a routine
basis.
The firm represents the
District in various discrimination
cases, a pending civil suit filed
against James Sharpe (former superintenThe District purchasing cycle is initiated by an
dent), as well as certain issues concerning
applicable user department employee preparing a
PACT.
requisition, including specifications, for purchase
of desired goods or services, which is sent to the
$414,322 to another Little Rock law firm for
Purchasing Department (Purchasing) for aprepresentation in the ongoing desegregation
proval. Purchasing personnel review requisition
case and certain personnel matters.
and specifications to determine the proper
procurement method. When appropriate,
$71,920 to a New York law firm to assist with
Purchasing personnel solicit, receive, and review
issues concerning the District and PACT.
quotations, bids, and proposals, as required by
Ark. Code Ann. § 6-21-304.
$25,581 to various court reporters and a firm
that provides court reporting services.
When a bid is required, Purchasing personnel
award the contract to the successful bidding
$16,233 to three attorneys who served as
vendor. If no bid is required, a purchase order is
hearing officers for the Board mainly in
issued to the vendor. After the applicable user
personnel hearings regarding grievances and
department receives goods or services, Accounts
termination recommendations and also
Payable Department is notified to pay the vendor.
student expulsion hearings.
The District also allowed the use of blanket
purchase orders for purchases less than $2,500
until the Board voted to discontinue this practice
on September 14, 2010.

Overview of Purchasing Procedures for
Goods and Services
The District expended approximately $75.5
million for goods and services, excluding payroll
related expenses, during the 2009-10 school
year. Of this amount, approximately $37.6 million
was spent for construction projects.

According to District policy, an emergency
purchase is one which if not immediately initiated
will endanger human life or health, District
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property, or the functional capability of the school
or department. Although emergency purchases
should be kept to a minimum, occasionally an
unforeseen situation arises that constitutes an
emergency.

checks were held at Central Office for pick up
by, or hand delivered to, specific employees
or vendors.


Three emergency purchase orders issued to
the Transportation Department without
documentation to verify the emergency.



Five purchase orders created after invoice
date.



Twenty-one invoices totaling $593 for the
period November 2009 through June 2010
that were assigned purchase orders in July
2010 and paid in November 2010.

Prior Report reflected the following deficiencies
regarding District purchasing procedures:


Blanket purchases for small order purchases
frequently exceeded $1,000 per vendor
monthly limit.



Business purpose of goods purchased was
not always documented.



Excessive use of “emergency” purchase
orders. Routine operating items purchased
prior to purchase order being prepared were
classified as “emergency,” however,
documentation to support the nature of the
emergency was not provided.

Recommendation J
The District should strengthen and monitor
procedures to ensure disbursements comply with
District policies and procedures.
Monitoring
procedures should be expanded to ensure all
purchases are legitimate, received, and used for
District
purposes.
Detailed
supporting
documentation should also be retained for all
disbursements and invoices should be paid
timely. Further, reasons to justify the use of an
emergency
purchase
order
should
be
documented.

These deficiencies contributed to a former Maintenance Department employee misappropriating
$439,745 in District funds by abusing blanket
purchase orders.
DLA staff review of 20 invoices related to District
maintenance shop purchases, paid between
July 1, 2010 and October 18, 2010, to verify
compliance with District procedures revealed the
following issues:


To deter misappropriation of funds, the District
should not allow accounts payable checks to be
picked up by employees or vendors or otherwise
held.

Invoices reflected purchase order numbers
previously assigned to blanket purchase
orders. The District issued valid purchase
orders to accompany the payment after the
order had been secured.



Invoices were not paid timely.



Supporting documentation, such as a District
work order, was not provided for all
purchases.



Five invoices denoted “Shop Stock” as
location for items ordered.

Bids
The Board directed the District utilize competitive
bidding by securing formal and informal bids from
suppliers and awarding contracts to the lowest
responsible bidder meeting specifications. Prior
to awarding a bid, the Board further directed all
bids exceeding $25,000 be submitted to the
Board for approval. Exceptions may be made in
case of emergencies with Superintendent’s
approval.
All purchases in excess of $10,000, but less than
$25,000, may be approved by the Purchasing
Director after notification, in writing, to all actual
or prospective bidders or contractors who make a
written request to the District for notification of
opportunities to bid. The Purchasing Director is
required to report these purchases to the Board
quarterly.

In addition, DLA staff randomly selected 35
invoices, paid between July 1, 2010 and October 18, 2010, to review for compliance with
District procedures. The following issues were
identified:


Seven instances of District personnel placing
“Hold for Pick Up” on checks, meaning
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Further, while conducting the observation, DLA
staff identified numerous items such as a juke
box, antique dresser, wrought iron fence post,
and various other items that were not District
property. Discussions with District personnel
revealed these items belong to former Executive
Director of Support Services who retired from
District employment in September 2009. District
personnel further indicated it had been common
practice for this individual to store personal items
on District property.

Purchases in excess of $5,000, but less than
$10,000, may be approved by Purchasing
Director after three or more verbal or written
informal bids have been obtained.
Purchasing Director may purchase items less
than $5,000 without bids.
During the 2009-10 school year, 26 items were
solicited for purchase through the bid process.
DLA staff randomly selected seven bids for
review and determined all bids selected appeared
to comply with District bid requirements and
specifications listed in Request for Proposal
(RFP).

Recommendation L
To ensure proper accountability for purchases,
District should develop an order and tracking
system to be used by Maintenance Department
personnel. In addition, the District should not
allow property, other than District property, to be
stored at the Maintenance Shop.

Of the bids selected for review, only three
appeared to have the required Board approval
recorded in the Board Minutes. The other four
bids were not specifically mentioned by vendor in
the Board Minutes, but may have been included
as part of the consent agenda, “award of bids,”
that the Board approved by motion. Therefore,
for these four bids, DLA staff was unable to
determine from Board Minutes if Board approval
was obtained as Board policy requires.

Division of Equity and Pupil Services
Disclosed in the Prior Report, a responsibility of
the District’s Division of Equity and Pupil Services
is to assist in providing basic needs for homeless
and foster care students. According to the
Assistant Superintendent for Equity and Pupil
Services, the District often purchases food for
families who cannot afford it themselves,
supplements meals provided at the Assisting
People in Transition Center located at the District
Learning Academy, and provides care packages
to students during the holidays and spring break.
During the 2009-10 school year, the District
purchased 50 grocery gift cards with value of $50
each and utilized these gift cards for such
purchases.

Recommendation K
Board action concerning acceptance of a bid
proposal should be clearly denoted in Board
Minutes. To ensure vendor compliance with
RFPs, the District should continue to monitor the
conformity process.
Maintenance Department
As reported in Prior Report, a Maintenance Shop
employee misappropriated funds totaling
$439,745 by purchasing items, for which the
District paid, for personal gain. As a result, DLA
staff performed an onsite inventory observation
on November 22, 2010 to identify and locate nine
items, in various quantities, ordered as “Shop
Stock.”

Receipts to support these purchases were not
always maintained.
In addition, supporting
documentation to reflect which families were
assisted and employee responsible for using the
gift cards was not maintained.
Documentation provided by the District reflected
seven gift cards had not been used. Although
these cards should have a $50 balance, DLA
staff determined, by contacting the grocery gift
card services, that five cards had a zero balances
and two had balances of less than $5.

DLA staff and District personnel were able to
locate seven of the items ordered; however, two
of the items, paint rolling kits and floor mats, were
not accounted for properly. Maintenance
personnel indicated the items were probably
distributed to District schools; however, a tracking
system was not utilized to determine how “Shop
Stock” is ordered, received, and shipped to
schools.

Further, seven reimbursements totaling $5,052
for purchases of clothing, supplies, and food for
homeless students were reviewed to ensure

24

contracts. A settlement was negotiated and the
District was ordered by a Sixth Judicial District
Circuit Court Judge to revert back to the previous
bell schedule for elementary schools. The new
bell schedule for the secondary schools remains
in effect.

adequate supporting documentation was
maintained. Application for Assistance forms and
receipts were available to support each
reimbursement reviewed.
Recommendation M
Documentation to support purchases should be
maintained.
In addition, the District should
establish a policy to ensure adequate internal
controls exist regarding gift cards or other cash
equivalent assistance provided to students.

To implement the new schedules, the District
required approximately 50 additional buses.
Although the Superintendent informed the LJAC’s
Standing Committee on Educational Institutions
at its September 9, 2010 meeting that the District
would lease, rather than purchase, these buses,
the District purchased 39 used buses totaling
$760,500 on October 12, 2010.

Bell Schedule and School Buses
The District released a new bell schedule for
elementary and secondary school classes for the
2010-11 school year on August 16, 2010.

The District did not solicit bids for the purchase of
buses because the Superintendent declared the
purchase an “emergency.” The Director of
Purchasing indicated that while the formal bid
process was not followed due to declared
emergency, prices were obtained from three
vendors.

District personnel indicated the new schedule,
which increased the elementary school day by
forty minutes, was initiated to comply with state
regulations that teacher plan time be scheduled
during the school day rather than before or after
school. Previously, elementary school teachers’
plan time was before or after the student day
schedule.

According to the Director of Purchasing, the
Director considered purchasing new buses at a
cost of $65,000 each with a nine month delivery
time period, leasing buses for one year which
cost more than purchasing new buses, or buying
used buses. After obtaining quotes from three
vendors, the District purchased 39 used buses at
a unit cost of $19,500 each.

The bell schedule change for secondary schools
was necessitated since District buses run routes
for both elementary and secondary schools.
District personnel stated neither the manpower
nor funds were available for additional buses to
accommodate the new bell schedule.

In addition, the District hired 35 additional parttime bus drivers, at a pay rate of $40 per day, as
of report date.

Ark. Code. Ann. § 6-17-114(a)(1) stipulates
school districts shall provide each teacher a
minimum of two hundred minutes weekly for
instructional planning and preparation in
increments of no less than forty minutes.
However, Code further states a school district is
exempt from these provisions if it has collectively
negotiated a contract through a local teachers’
association and the contract expressly provides
for a teacher’s daily planning period. Since the
District has a collectively negotiated contract, it is
exempt from these Code provisions.

According to Board Minutes of August 16, 2010,
the Superintendent stated the decision to
lengthen the elementary school day was solely
his and not that of the Board.
The
Superintendent further stated the decision was
not in the Board’s domain and did not need a
vote of the Board. However, Board policy and
the PNA dictate the length of the elementary
school day.

According to the current contract negotiated
between the District and PACT, as well as Board
policy, elementary teachers have the option of a
45 minute preparation period either before or
after the student day.

Recommendation N
As governing body of District, the Board should
ensure changes that affect students, faculty, and
staff as well as obligate the District financially
comply with Code and PACT negotiated contracts
and are an appropriate use of funds.

Subsequently, certain teachers filed a lawsuit
against the District citing violation of teachers’

25

Fixed Assets
According to District financial records as of
June 30, 2010, the District had capital assets
valued at approximately $158 million, consisting
of 5,312 items such as buses, computers,
printers, copy machines, cafeteria equipment, etc.
District policies and procedures require
equipment be capitalized and recorded on the
balance sheet if its value exceeds $1,000 or is a
computer, printer, copy machine, VCR, TV, or
office furniture.

Ten buses listed on insurance records that
were listed on fixed assets inventory without
identifying manufacturer, model, or serial
number.



Eight buses listed on fixed assets inventory
that were not listed on insurance records.
District personnel indicated these buses
appeared to be fully depreciated.



Two buses with conflicting serial numbers
between insurance records and fixed assets
inventory list.

In addition, a review of a fixed assets report
noted 35 computers and a projector with total
value of $47,792 with a location of “Missing.”

According to District insurance records, 441
vehicles totaling $4,658,720 were insured as of
October 15, 2010. Those insured include 358
buses, 42 maintenance vehicles, and 41 other
vehicles assigned to various departments as
reflected in Exhibit X. According to District
personnel, employees are not allowed to
commute in District vehicles except for the
Superintendent and in instances of inclement
weather.

Fixed assets may not be adequately accounted
for if the District did not accurately record the
description and location of each item. Further,
failure to properly record fixed assets information
may result in an over- or understatement of
District assets on the year-end financial
statements.

DLA staff compared the list of insured vehicles to
the fixed assets listing. The following was noted:




Recommendation O

Eighteen buses on insurance records, at an
average insured cost of $39,605, that were
not found on fixed assets inventory.

To comply with Board policy and safeguard
assets, the District should establish procedures to
ensure
fixed
assets
inventory is accurate and
Exhibit X
updated timely so that yearend financial statements are
fairly stated.
Pulaski County Special School District (District)
District Vehicles
In addition, District should
As of October 15, 2010
verify insurance coverage
maintained for vehicles is
Number of
adequate.
Department
Vehicles
Cost

Bus Shop
Maintenance
Food Service/Bakery
Management Information Systems
Plant Planning
Security
Superintendent
Support Services
Transportation
Warehouse
Workforce Education
Totals

358
42
6
7
2
4
1
1
12
7
1

$ 4,276,157
87,123
11,016
36,265
25,825
33,411
35,480
5,060
52,080
91,881
4,422

441

$ 4,658,720

Source : District fixed assets records
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A policy should be
implemented regarding
employee use, including
commuting, of District
vehicles.
Inventory Control
The District maintains a
Warehouse
in
close
proximity to the District
Central Office that houses
inventory items such as
school supplies, janitorial
supplies, and frozen and
non-perishable foods.

DLA staff performed an onsite inventory
observation at the District Warehouse on
November 22, 2010. An Inventory Status Report
(Inventory Report) was provided to DLA staff by
District Warehouse Manager; however, neither
written policies nor procedures pertaining to
inventory control were available.

In addition, District may consider installing
security cameras to monitor Warehouse activity
to enhance protection of District property.
Cellular Telephones
The monthly cellular telephone bill for the District
is reviewed by the Director of Purchasing, who
initiated this procedure after he was hired July 19,
2010, to determine if charges are proper and to
identify cellular telephones that are no longer
needed by the District, whereupon service is
cancelled. Before payment, District personnel
separate the bill by department for approval by
the respective department supervisors. However,
Department Supervisors indicated, during
interviews with DLA staff, that cellular telephone
bills were not thoroughly reviewed prior to
October 2010.

According to the Warehouse Manager, all items
received are counted and entered into the
inventory system.
Individual District schools
order supplies from the Warehouse Secretary, by
fax or via courier, who enters the items into the
inventory system. The system generates an
order ticket which is distributed to the Warehouse
delivery drivers. Warehouse personnel deliver to
eight schools in the District per week day.
Drivers are to count items set aside for delivery to
ensure the items agree with the order ticket. DLA
staff was informed the receiving school is
responsible for counting items received and
signing the delivery ticket.

The District cellular telephone policy states:

Warehouse Manager indicated to DLA staff that
an inventory is performed each June and an
inventory report, which was shown to DLA staff, is
sent to the District Business Office. Personnel in
District Business Office could not locate 2009-10
school year inventory report.
Upon review of a current Inventory Report, it was
determined that the received date and cost for
items were not documented; therefore, DLA staff
could not determine the age or value of items in
the Warehouse.
DLA staff observed several items covered in dust
that appear to have been stored for a prolonged
period of time.
Further, DLA staff determined the Warehouse is
not under proper security surveillance. Cameras
installed at the Warehouse appear to be only
motion sensors that do not record daily activity.



The supervisors of each department will, for
their division, monitor and approve detailed
cellular telephone bills.



Each employee will review his/her cellular
telephone bill each month and denote any
personal and/or nonofficial calls.
Reimbursement should be sent to the
Business Office within 30 days.



All long distance, roaming, and personal
calls, as well as calls exceeding the allowable
plan minutes will be paid by the employee.
Personal calls not accounted for within 30
days may be deducted from the employee’s
next
reg u larly
sch eduled
p ayro ll
disbursement.

The District provided cellular telephones to
administrative, transportation, warehouse,
security, support, and certain nursing staff.
District expenditures totaled $70,718 for 92
cellular telephones and related services which
included $3,884 in usage charges, such as
roaming and voice and data fees, not covered by
the District’s service plan for the period
August 14, 2009 through September 10, 2010.

Recommendation P
To ensure proper usage and safeguard against
misappropriation, District should establish internal
controls that account for receipt, storage, and
distribution of inventory items. Written policies
and procedures should be developed to ensure
that all inventory is accounted for properly. The
inventory system should record and report dates
received and removed, as well as cost of items,
features currently available in APSCN.

The District cellular telephone policy does not
identify usage and eligibility requirements;
therefore, DLA staff was unable to determine if
District had adequate controls over the use and
distribution of cellular telephones.
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DLA staff contacted the employee’s previous
employer to determine the last official work day
for the individual. According to the previous
employer, the employee submitted his resignation
on July 9, 2010 with an effective date of July 13,
2010. Due to conflicting information on the ERF,
it appears the employee was paid for ten days
that were not worked, resulting in an
overpayment of $4,553.

Recommendation Q
The District should determine the employees
responsible for the charges of $3,884 not covered
in the District’s cellular telephone service plan
and obtain reimbursement from the applicable
employees.
Overpayments to Newly Hired Employees
DLA staff randomly selected four employees,
whose employment with the District began after
July 1, 2010, to determine if these employees
were correctly entered in the payroll system
based on information contained on Employee
Recommendation Form (ERF), Support Staff
Personnel Recommendation Form (SSPRF), and
Certified Employment Recommendation Form
(CERF).

Employee 2
Review of SSPRF did not indicate the beginning
date of District employment for the employee;
however, payroll records reflect an effective date
of July 1, 2010. The SSPRF did not contain
references nor any indication the District
contacted references.
Email correspondence
between the Superintendent and CFO on July 2,
2010, included in the employee’s personnel file,
revealed the CFO was concerned that the
contract was signed on July 1, 2010, but the
employee was not to actually start work until
July 19, 2010. The Superintendent directed the
CFO not to change the effective date on the
contract or charge the employee for ten days
leave time. The Superintendent indicated the
employee would make up the time through flex
time on Fridays during the summer and other
days that would originally be scheduled off during
the school year. Further, prior to July 1, 2010,
the employee served as a consultant to the
District and District personnel indicated, and DLA
staff confirmed, payment for consultant services
was mailed overnight to the employee’s
residence in Portland, Oregon on July 13, 2010.
Based on this information, it appears the
employee was paid for ten days that were not
worked resulting in an overpayment of $4,101.

Review revealed the District overpaid three of the
four employees at least $9,741 during the period
July 1, 2010 through September 15, 2010, as
reflected in Exhibit XI, for days which appear not
worked prior to actual start date.
Exhibit XI
Pulaski County Special School District (District)
Employees' Salary Overpayments
July 1, 2010 through September 15, 2010

Employee
1
2
3 (Note 1)
Total Amounts Overpaid

Amounts
$

4,553
4,101
1,087

$

9,741

Note 1: Employee is Superintendent's brother

Employee 3

Source : District payroll records

Review of CERF reflected an effective start date
of September 3, 2010 and payroll records
reflected hire date of September 8, 2010;
however, District personnel indicated references
for the employee were checked on September 8,
2010. Further, District personnel indicated that
the Superintendent stated on September 7, 2010
that this employee would be joining the District.
Due to conflicting information between effective
start date and hire date, it appears the employee,
who is the Superintendent’s brother, was paid for
at least three days that were not worked, one of
which was a holiday, resulting in an overpayment
of $1,087.

Employee 1
Review of ERF indicated employee effective date
was originally July 8, 2010; however, Human
Resources personnel changed the date to
July 22, 2010 with notations that this was the
actual first day of work. The Assistant
Superintendent of Human Resources changed
the date back to July 8, 2010 with no additional
notation. ERF also reflected the Superintendent
contacted three of the employee’s references on
July 8, 2010.
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In addition, District should ensure that adequate
segregation of duties exists in the payroll and
benefits department.

Recommendation R
District should ensure new employee effective
start dates accurately reflect the actual first date
of work.

Grant Writer

District should also obtain reimbursement from, or
apply leave time to, those employees who were
paid for days not worked.

District personnel notified DLA staff of an internal
investigation regarding allegations of misuse of
District supplies by District Grant Writer, Dr.
Deborah McAfee. According to file documents,
the District determined, and this review
confirmed, $1,221 in questioned reimbursements
to McAfee for supplies that may have been used
by McAfee in her personal business, Grant It.
The items in question include CD labels and
cases, bubble mailers, ink cartridges, and
address labels. These items, when used by the
District, are ordered directly from the vendor
through the District procurement process.

Overtime Compensation
Prior Report disclosed excessive overtime
compensation in the Maintenance Department.
Although review of overtime compensation
payments for the 2009-10 school year revealed a
significant reduction in overtime pay, the following
three employees received triple the amount of
overtime from the previous school year.


Insurance Specialist - $18,483



Payroll Specialist II - $17,116



Secretary to Superintendent and Board $10,081

In addition, a vendor informed the Superintendent
that McAfee stated the District would utilize the
vendor’s services in exchange for completing an
application for a particular grant. After the District
was awarded this grant, the vendor subsequently
notified the Superintendent because the vendor’s
service were not used by the District as McAfee
promised.

Discussions with District personnel revealed the
District is understaffed in the payroll and
insurance departments. District employees are
paid every two weeks; therefore payroll is
processed one week and distributed the next
week. In addition to the frequency of payroll
disbursements, the District recently converted its
financial records to APSCN and during the
transition, dual payrolls were run which required
additional overtime for the payroll and insurance
specialists to ensure payroll was complete and
accurate.

Further, DLA staff identified the following $235 in
questioned mileage reimbursements that are due
the District:


$65 mileage reimbursement to McAfee for
187 mile round trip to Clarksville School
District (CSD) on March 29, 2010. DLA staff
contacted CSD and learned McAfee was
writing a grant for CSD, not representing the
District.
Representatives of CSD further
indicated McAfee was paid $3,000 for grant
writing services and returned to CSD on
March 31, 2010 for grant writing assistance.
DLA staff reviewed District employee leave
records for McAfee and determined McAfee
did not charge leave for either of the days
away from the District for matters unrelated to
the District.



$170 mileage reimbursement for 487 miles
reported on previous in-district travel report.

The District financial audit for the year ended
June 30, 2009, revealed payroll duties were not
adequately segregated. According to District
management, the cost/benefit implications hinder
the District’s ability to segregate the payroll
preparation among employees.
In addition, the Board Secretary is required to
work overtime when Board meetings are held
after regular school hours. During the 2009-10
school year, the Board held approximately 36
meetings, which resulted in over 200 overtime
hours for the Board Secretary.

In addition, DLA staff identified $1,191 in
reimbursements to McAfee for supplies for the
period July 1, 2009 through August 3, 2010.
District personnel neglected to include these

Recommendation S
To prevent excessive overtime, the District should
continue to monitor payroll disbursements.
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reimbursements due to McAfee having two
vendor names (Deborah McAfee and Dr.
Deborah McAfee) set up in APSCN.

DREAM
Dedicating Resources to Excel All Minds
(DREAM) is a non-profit community based
organization, in partnership with the District,
committed to providing an environment that
meets the academic and social needs of students
and families from all cultural and economic
backgrounds.

DLA staff determined reimbursements totaling
$343 were questioned as to business purpose
and included items such as card readers,
scanning services, and picture frames.
DLA staff received permission from the
Superintendent to obtain McAfee’s District
computer and email archives to perform a
computer forensics review. Results of that review
included the following:




Jody Abernathy, Director of DREAM and
daughter of a District Assistant Superintendent,
stated DREAM provided academic support for
120 District students through pre-school and after
school programs.

Email between McAfee and Acting
Superintendent, dated June 2, 2010,
indicated McAfee was teaching a workshop
outside the District and requested to take
“professional” leave for that purpose. McGill
instructed McAfee that if she were paid to
conduct the workshop she must
take
vacation days. DLA staff contacted two
entities for which McAfee conducted three
workshops on three different days and
determined McAfee was paid to conduct each
workshop and reimbursed for mileage and
lodging.
District leave records reflected
McAfee charged a vacation day, a school
business day, and a professional day as
opposed to taking three vacation days as
directed by McGill.

During the 2009-10 school year, DREAM
supplied after school services to nine District
schools and pre-school services to approximately
40 children.
Funding for DREAM was primarily through the
federal Twenty-First Century Community
Learning Centers grant program administered by
ADE. DREAM also received funds from the
Arkansas Better Chance pre-school program as
reimbursement for meals and snacks served to
children enrolled in the DREAM pre-school
program.
Under terms of a contract, effective October 1,
2009 through June 1, 2010, signed by Abernathy
and the District Director of Student Nutrition
Services, DREAM was to reimburse the District
for meals and snacks supplied by the District.

Email between McAfee and District personnel
reflected a District employee printed labels
for a school district in Tennessee at McAfee’s
request. DLA staff review of McAfee’s grant
writing website revealed schools in
Tennessee used McAfee’s grant writing
service.

According to District records, DREAM was
charged $78,076 for meals and snacks for the
period August 2008 through April 2010, but has
reimbursed only $50,885, leaving $27,191 due
the District.

Recommendation T
The District should require reimbursement from
McAfee for items purchased totaling $1,221
determined not to be for District use. Unless
adequate documentation is provided, McAfee
should also reimburse $343 for supplies that
DLA staff identified were not for a District
purpose.
In addition, the District should
reimbursement of $235 for mileage.

Subsequently,
Abernathy
reimbursed
an
additional $5,400 to the District via the District’s
attorney, leaving $21,791 due the District as of
report date. Abernathy further agreed, through a
consent judgment, to reimburse the balance. The
District executed an agreement to withhold
execution of judgment as long as Abernathy
continued to reimburse the District.

obtain

Further, District personnel should determine
amount of leave time McAfee should have been
charged while performing services unrelated to
District.

According to District personnel, the District
Nutrition Department no longer provides services
to DREAM, effective May 1, 2010.
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Further, District should ensure reimbursements of
$978 and $3,424 from China Travel Services and
UCACI, respectively, are received.
Without
Board approval, the District should not reimburse
other expenses associated with trip.

Recommendation U
The District should continue to monitor
reimbursements from DREAM and take
appropriate action if the debt is not satisfied in
accordance with the consent judgment.

Outstanding Checks

Foreign Travel

A review of District financial records revealed 151
outstanding accounts payable checks totaling
$62,428 were more than 120 days old as of
September 30, 2010.
One check totaling
$31,933, payable to a vendor, was given to a
District employee who held the check for five
months before notifying District Accounting
personnel that the check was being held because
the vendor had not fulfilled an order. Due to the
District employee holding the check after the
close of the 2009-10 school years, District
personnel did not void the check; therefore,
expenditures for the year were overstated. After
notification from DLA staff, District personnel
voided this check on November 4, 2010.

In reviewing District financial records, DLA staff
identified a payment of $7,826 to China Travel
Services on October 28, 2010. District provided a
copy of the invoice which indicated the
Superintendent, Board member Tim Clark, and
six other District employees were traveling to
Beijing, China from December 2 through
December 10, 2010 for a 2010 Winter Chinese
Bridge for American Schools program. Interviews
with District personnel revealed the trip is
sponsored by the University of Central Arkansas
Confucius Institute (UCACI) and East China
Normal University in Shanghai. The UCACI, in
collaboration with ADE, is promoting the teaching
of the Chinese language in Arkansas school
districts.

In addition, 39 of the 151 outstanding accounts
payable checks, totaling $4,938, were identified
as issued in 2008.

Information provided to the District by UCACI
indicated the District is responsible for half of the
round trip airfare from China and will not be
responsible for any additional travel costs
associated with the trip such as lodging, meals,
tour guides, and inter-city transportation costs.
The District anticipates reimbursement of $3,424
from UCACI.

Further review of District financial records
revealed 185 outstanding payroll checks totaling
$40,889 were more than 120 days old as of
June 30, 2010. Of these outstanding checks,
110 totaling $26,895 and 60 totaling $12,278
were issued in calendar years 2009 and 2008,
respectively.

In addition, because Board member Tim Clark
paid his airfare directly to China Travel Services,
the District is due a refund of $978 from China
Travel Services.

Although District checks denote “Check void after
180 days,” discussions with District Accounting
personnel indicate the District does not have a
formal, clearly defined policy for voiding
outstanding checks. However, District personnel
indicated at the end of each school year, during
the year-end closeout of financial records, the
oldest checks are written off. District personnel
strive to ensure outstanding checks were not
older than two school years.

DLA staff was unable to determine if this trip was
discussed with or approved by Board prior to
payment of the airline costs.
Further, it was determined that even though only
one Board member is attending, the entire cost of
the trip was charged to the Board of Education
Services accounting code.

Recommendation W

Recommendation V
The District should establish a formal, written
policy to void stale outstanding checks. Such
policy should establish scheduled aging dates
with specified required action. At a minimum,
checks outstanding over the established time
period should be voided and reissued as needed.

District personnel should refrain from obligating
District financially for expenses outside of normal
business without Board approval. In addition,
District should ensure costs associated with trip
are charged to the appropriate accounting code.
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In addition, District should discontinue the
practice of allowing employees to intercept
checks payable to vendors.

Spending Practices
To demonstrate District spending practices, DLA
staff provided examples of certain District
expenditures, totaling over $3.2 million, in
Schedule 3 on page 38.

Manual Checks
A review of manual payroll checks revealed 148
checks were processed between July 1 through
December 1, 2010. Of these checks, 146 were
issued to employees for refunds of PACT dues
withheld from paychecks in error.

Internal Control Deficiencies
Internal control is a process consisting of five
interrelated components – control environment,
risk assessment, information and communication,
control activities, and monitoring. Management is
responsible for adopting sound policies and
establishing and maintaining internal control that
will ensure the achievement of the entity’s
objectives. The control environment sets the
tone of an organization, which influences control
consciousness of its employees, and is the
foundation for all other components of internal
control, providing discipline and structure.

The remaining two checks were issued to the
Superintendent and a District principal who were
to be out of town when direct deposits were
scheduled to post to their bank accounts. At the
request of the Superintendent, the District CFO
authorized manual checks be issued in lieu of
direct deposit.
According to District personnel, the District did
not have a policy for issuing manual checks;
however, the Director of Accounting/Auditing or
the CFO may authorize a manual check.

District management is responsible for properly
communicating values and behavioral standards
to personnel through policy statements, codes of
conduct, and example. District management and
the Board are also responsible for establishing a
“tone at the top” that demonstrates to personnel
the necessity of standards and fiscal prudence.

Recommendation X
The District should implement a manual check
policy and not issue manual payroll checks.

This review and interviews with pertinent District
personnel revealed several internal control
deficiencies which could contribute to
misappropriation of District funds as well as
potential waste and abuse of District resources.
In particular, these deficiencies indicate Administrative staff and the Board, at times, did not:

Arkansas Financial Accounting Handbook
The Arkansas Financial Accounting Handbook
(Accounting Handbook) was developed to provide an accounting system to effectively manage
local school district funds. According to ADE, it is
a uniform chart of accounts and related codes established by ADE and used for accounting and financial reporting of school districts.
The
classifications contained in the Accounting
Handbook describe financial transactions and
provide consistency and comparability in local
school district financial reporting throughout the
state.
The District utilized incorrect classifications in
coding various expenditures. Incorrectly classified
expenditures not only inhibit comparability
between local school districts, but also cause a
potential
misstatement
of
the
financial
statements.



Exercise proper management fiscal oversight
responsibility or provide safeguards to
prevent and timely detect misappropriation of
funds and potential waste and abuse of
District assets.



Follow established
procedures.

District

policies

and

Recommendation Z
To reduce the risk of misappropriation of assets
and potential waste and abuse of funds, the
Board should, in conjunction with Administrative
staff, continue to practice sound internal control
policies, comply with applicable Code and IRS
regulations, and monitor all accounting phases
for adherence to established controls and
procedures.

Recommendation Y
Procedures should be implemented to ensure
consistency in coding District expenditures.

32

amounts ($278) or provided an explanation for
questioned expenses ($70) and two other Board
members provided adequate supporting
documentation for a portion of their unallowable
expenses ($3,667). Unallowable and questioned
travel expenses totaling $3,677 remain due the
District.

In addition, the Board should increase and
maintain its knowledge and awareness of fiscal
oversight, accountability, and fiduciary
responsibilities. District management and the
Board should strive to demonstrate to personnel
the necessity of standards and fiscal prudence.
Matters Disclosed in Prior Report

Status

Superintendent Salary Overpayment

The District was reimbursed for $3,527 of the
unallowable travel expenses and documentation
to support the remaining $150 was provided to
the District.

District personnel recalculated former
Superintendent James Sharpe’s compensation
for services to the District from July 2005 through
March 2009 to determine if Sharpe was overpaid
for the period. Accounting and payroll personnel
calculated, and DLA staff verified, an
overpayment totaling $17,203 net of $4,636
withheld from Sharpe’s separation payment.

Misappropriation of Funds
District Mechanical Systems Supervisor James
Diemer misappropriated $439,745 by purchasing
items, for which the District paid, from three
vendors for personal gain.

The overpayment was due primarily to the
unauthorized retirement contribution amount paid
directly to Sharpe each pay period, totaling
$13,569.

Status
Diemer entered, in federal court, a plea of guilty
to theft of property from a government entity
which received federal funds and was sentenced
to 18 months imprisonment with three years
supervised probation upon his release. Diemer
was also ordered to pay restitution totaling
$387,442. During incarceration, he will pay 50
percent per month of all funds available to him
and upon release, will pay 10 percent per month
of his monthly gross income to satisfy restitution.

Superintendent’s Travel Expenses
The District issued Sharpe travel advances, net of
amount unused, and reimbursements totaling
$4,665 and $265, respectively.
In addition,
Sharpe charged other expenses totaling $15,688
to a District credit card he was authorized to use.
Of the total travel expenses of $20,618 paid to, or
on behalf of, Sharpe, $7,836 were unallowable
expenses. These included duplicate charges,
meals and conference registration fees for family
members, gratuities, alcoholic beverages, meals
at local restaurants, and taxi fares not adequately
documented.

The Arkansas Governmental Bonding Board
approved bond payment of $249,000 from the
bond trust fund as fidelity insurance coverage for
this loss in July 2010.

Status

The District maintains fidelity bond insurance
coverage through Central Arkansas Risk
Management Association with which a claim was
filed in early November 2010.
The District
received payment of $99,000 for this claim.

The District filed a civil lawsuit against Sharpe
seeking reimbursement of salary overpayment
($17,203) and the unallowable travel expenses
($7,836). Attorneys for the District and Sharpe
are currently in negotiations regarding this matter
and the civil suit is pending resolution in Sixth
Judicial District Circuit Court.

Jacksonville High School Activity Fund
District accounting personnel determined $23,036
had not been deposited in the Jacksonville High
School Activity Fund (Activity Fund) during the
period August 2009 through January 2010.

Board Members’ Travel
Board members’ travel expenses for the period
July 1, 2006 through March 3, 2009 included
unallowable or undocumented expenses of
$7,349 and $343, respectively. Three Board
members reimbursed the District for unallowable

In addition, gate receipts and change funds,
estimated to total $8,500, for eight athletic events
during September 1, 2009 through January 15,
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2010 were not deposited in the Activity Fund
bank account.

insurance premiums not allowed by Code nor
certain IRS regulations, and reimbursement of
$56,357 for a portion of his cost to reinstate to
ATRS.

The District contacted the Jacksonville Police
Department to report funds not deposited.
Subsequently, Rosalind Taylor, Activity Fund
Bookkeeper, was charged with theft of property.

Salaries and benefits for certain administrators
are budgeted to increase by $550,138 and
$162,777, respectively, in the 2010-11 school
year from the previous school year.

District Response

Several Board members received training hours
in excess of the number required. The District
spent over $176,000 for Board-related expenses,
including boardroom renovations. In addition,
Board members received unallowed reimbursements and use of a cellular telephone totaling
$1,360, which is due the District.

District accountants require school bookkeepers
to make daily deposits for Activity funds. The
Activity funds are accounted by fundraiser and
monthly activity fund balances are reported in the
Board Agenda book. Activity funds may not carry
over more than $4 per student to the next fiscal
year without Board approval at the June meeting.

The District received $20.5 million in
desegregation funds of which $16.2 million was
expended in the 2009-10 school year.

Status
Felony theft of property charges were filed
against Taylor in Sixth Judicial District Circuit
Court. A jury trial has been scheduled for
January 2011.

Review of certain consultant contracts indicated
two individuals, who are or will become District
employees, were placed on contract for services
prior to employment which appears to be to pay
them above the salary level for the positions they
hold or will assume.

CONCLUSION
Following presentation of the Prior Report on
May 14, 2010, the Legislative Joint Auditing
Committee (LJAC) requested DLA staff to
determine and report corrective measures the
District implemented regarding Prior Report
findings. In addition, LJAC requested, at its
June 11, 2010 meeting, DLA staff to prepare a
follow-up report relating to selected transactions
and activities of the District subsequent to the
time periods of review for various components of
the Prior Report.

The District expended $961,329 for legal
services, including fees for union disputes and an
ongoing desegregation case.
The Prior Report disclosed numerous deficiencies
in the District purchasing process. Although this
review indicated improvements in purchasing
practices, the District continued to have issues in
that supporting documentation was not available
for all disbursements; accounts payable checks
were occasionally held for pick up by, or handdelivered to, vendors; and some Maintenance
Department purchases were not tracked properly.

Selected examples of the District’s spending
patterns during the period July 2009 through
November 2010, totaling over $3.2 million, are
provided in Schedule 3 on page 38.

The District’s bell schedule was changed, at the
direction of the Superintendent, resulting in the
purchase of 39 used school buses at a cost of
$760,500 as well as hiring 35 additional part-time
bus drivers.

The employment contract for Superintendent
Charles Hopson included use of a District vehicle
and fuel credit cards for both business and
personal purposes. Although the contract
stipulated Hopson maintain records for personal
use, these were not kept. Hopson’s contract also
contained clauses for services as a consultant
prior to hire date, moving and relocation
expenses of $25,000, health and other types of

Review of the District’s fixed assets records and
Warehouse inventory reports revealed several
instances for which asset information was not
accurate and inventory items were not
adequately tracked. In addition, security
measures at the Warehouse were not sufficient.
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Three new employees were paid a total of $9,741
for days not worked.

the Board are also responsible for establishing a
“tone at the top” that demonstrates to personnel
the necessity of standards and fiscal prudence.
This review and interviews with pertinent District
personnel revealed several internal control
deficiencies
which
could
contribute
to
misappropriation of District funds as well as
potential waste and abuse of District resources.

An internal review conducted by District
personnel disclosed that the District’s Grant
Writer had misused District supplies. In addition,
this employee received mileage reimbursement
for travel unrelated to District business on District
time.

Response to the report provided by the
Superintendent is presented in the Appendix on
pages A-1 through A-3.

DREAM, a vendor which provided before and
after school programs, owes the District $21,791
for meals and snacks provided by the District.

This report has been forwarded to Sixth Judicial
District Prosecuting Attorney, Arkansas
Department of Education, and Arkansas
Governmental Bonding Board.

The District did not code all expenditures
consistently or in accordance with ADE’s
accounting manual. In addition, the District did
not timely void stale outstanding checks.
Matters disclosed and pending in the Prior
Report, and the status thereof, are discussed on
pages 33 and 34.
The District is due or potentially due $66,807 from
various Board members, employees, and vendors
as shown in Exhibit XII.
District management is responsible for properly
communicating values and behavioral standards
to personnel through policy statements, codes of
conduct, and example. District management and

Exhibit XII
Pulaski County Special School District (District)
Amounts Due/Potentially Due the District
As of November 30, 2010

Title/Vendor
Superintendent
Board members
Chief Technology Officer
Consultant for Human Resources
Overpaid employees (3)
Grant Writer
DREAM
Total
Source : District financial records
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Amounts
Due/Potentially
Due District
$

23,919
1,360
6,223
1,974
9,741
1,799
21,791

$

66,807

Schedule 1
Pulaski County Special School District
Salaries and Benefits of Certain Administrators
For the 2009-10 and 2010-11 School Years

Position

Date
Hired

Date
Resigned

2009-10
Salaries
Benefits

2010-11
Salaries
Benefits

(Note 1)

Superintendent
Acting Superintendent
Chief Financial Officer
Chief Technology Officer
Director of Management Information Systems
Dep. Supt. for Academic Accountability Region I
Dep. Supt. for Academic Accountability Region II
Asst. Superintendent for Human Resources
Asst. Superintendent for Equity/Pupil Services
Asst. Superintendent of Curriculum/Instruction
Director of Secondary Education
Director of Elementary Education
Director of Federal Programs
Executive Director of Support Services
Acting Executive Director of Support Services
Executive Director of Operations
Director of Public Information and Policy
Executive Director of Communications
Director of Educational Accountability
Executive Director of Educational Accountability
Director of Pupil Services
Director of Human Resources
Director of Special Education
Acting Director of Special Education
Director of Special Education
Director of Workforce Education
Director of Counseling
Director of Gifted and Talented
Director of District Athletics
Acting Director of Educational Technology
Director of Accounting and Auditing (Note 3)
Acting Director of Accounting and Auditing
Director of Purchasing
Director of Purchasing
Director of Purchasing
Director of Transportation (Note 4)
Director of Grants Administration
Director of Child Nutrition
Director of Plant Planning

7/1/10
3/11/09
6/10/09
7/1/10
5/12/99
7/14/09
7/8/09
7/1/06
3/14/07
8/9/10
7/1/06
7/1/06
9/9/10
8/24/01
5/7/09
11/8/10
9/23/09
7/1/10
10/11/99
7/1/10
7/1/10
7/17/06
7/7/06
7/1/09
7/1/10
9/26/05
7/11/07
8/10/05
7/1/10
7/1/09
12/24/86
7/1/10
1/2/07
9/9/10
7/19/10
4/25/95
7/24/09
8/4/08
8/26/87

06/30/10

$ 167,391
111,500

$ 53,565
35,680

47,972
101,823

15,351
32,583

114,742
114,496

36,717
36,639

9/25/09
6/30/10

57,127
102,110
84,517
24,255
92,408

18,281
32,675
27,045
7,761
29,570

6/30/10

41,046

13,135

6/30/10

99,269

31,766

1/15/10

01/06/10

8/31/10
6/30/10

6/30/10

8/11/09
4/2/10

Totals
Note 1:
Note 2:
Note 3:
Note 4:

(Note 2)

$

Actual amounts paid
Amounts budgeted for 2010-11 school year
Employee is on leave
Employee was on military leave the majority of the 2009-10 school year

Source : District financial records
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77,374
18,171
83,972

24,760
5,815
26,871

258,600

$ 82,752

115,168
100,067

36,854
32,021

111,090
109,269
114,742
117,242
88,703

35,549
34,966
36,717
37,517
28,385

105,469
91,270

33,750
29,206

85,205

13,999

67,881

21,722

101,642
77,374
88,070

32,525
24,760
28,182

87,815
77,374
82,550
88,070
61,687

28,101
24,760
26,416
28,182
19,740

85,707
71,402

27,426
22,849

74,909
79,919
85,265

23,971
25,574
27,285

79,305
85,459

25,378
27,347

15,020
51,670

4,806
16,534

7,440
77,176
75,511
98,249

2,381
24,696
24,163
31,440

75,259
94,670
85,344
78,029
98,535

24,083
30,294
27,310
24,969
31,531

$ 2,068,096

$ 661,789

$ 2,618,234

$ 824,566

Schedule 2
Pulaski County Special School District (District)
Board and Union Actions
For the Period December 6, 2009 through October 12, 2010

Date

Action

12/6/09

Tentative agreements between the District School Board
(Board) and Pulaski Association of Classroom Teachers
(PACT) were ratified.

12/8/09

Board voted to withdraw recognition of PACT and Pulaski
Association of Support Staff (PASS), effective immediately.

12/10/09

Memo from Acting Superintendent Rob McGill indicated PACT
contract for 2006-2009 would remain in effect and both certified
and support staff employees would form a personnel policy
committee in compliance with state law.

12/10/09

A number of certified teachers participated in a "one-day Fair
Treatment Walkout."

12/15/09

PACT filed a complaint seeking declaratory judgment that the
Professional Negotiations Agreement was effective by its terms
until a successor agreement could be negotiated.

12/30/09

District filed a counterclaim seeking declaratory judgment that
some members of PACT engaged in an "illegal one-day strike"
on December 10, 2009.

3/5/10

Both parties entered into a Joint Stipulation of Facts for
submission to the court.

3/8/10

Court ordered both parties to attend mediation.

3/24/10

Court was notified by the mediator that the mediation process
was unsuccessful.

6/11/10

Board voted to give Attorney for District authority to hire
additional legal counsel to assist in the union case.

10/12/10

Board voted to recognize PACT and PASS.

Source : District Board minutes and Sixth Judicial District Circuit Court order
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Schedule 3
Pulaski County Special School District (District)
District Spending Patterns
For the Period July 16, 2009 through November 30, 2010

Item
First Student, Inc.

Cost
760,500

Purchased 39 used buses as a result of bell schedule changes.

712,915

Increases in certain administrators' salaries and benefits as
compared to 2009-10. See Schedule 1 on page 36.

96,126

Chief Technology Officer ($11,808), Executive Director of
Operations ($51,144), and Consultant to Superintendent ($33,174)
were paid for consultant fees and other expenses prior to
employment with District.

Pacific Education Group

294,451

Diversity Training Contract. $282,000 to be paid during the 2010-11
school year.

Boardroom renovation

104,524

Boardroom renovations to convert to "paperless" Board meetings.

Administrators'
salaries and benefits

Consultant fees

$

Description

75,000

$50,000 to Michael Nellums for grievance settlement; $25,000 to
Nellums for attorney fees.

961,329

Includes various expenses for legal representation. See Exhibit IX
on page 22.

Cellular telephones

70,718

Cellular telephone charges for 92 District administrators and other
personnel during the 2009-10 school year.

Performance fact , Inc.

42,000

Contracted to develop a three-year strategic alignment plan to be
implemented in the 2011-12 school year.

Superintendent's vehicle

35,480

Purchased a 2010 Buick LaCrosse for Superintendent's use.

Superintendent's
moving expenses

24,805

Board approved $25,000 for moving/relocation expenses.

Superintendent's
consultant fees

17,656

$10,922 consultant services; $5,880 airfare, rental car, hotel, and
miscellaneous fees; and $854 per diem paid prior to contract
effective date.

iPads

15,852

Purchased 20 iPads for Board and Cabinet members.

China Travel Service (Note 2)

7,826

Airfare to Beijing, China for Superintendent, a Board member, and
six other District employees to attend the 2010 Winter Chinese
Bridge For American Schools program.

Chief Technology Officer
moving expenses

5,899

Moving expenses from Portland, Oregon to Little Rock, Arkansas.

Grievance settlement (Note 1)
Legal fees

Total

$ 3,225,081

Note 1: $25,000 of the $50,000 is to be paid to Nellums in January 2011
Note 2: District anticipates reimbursement of $3,424 from University of Central Arkansas Confucius Institute
Source : District financial records
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APPENDIX
Pulaski County Special School District
Response to Report
Dr. Charles Hopson, Superintendent
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Response: A

Response: E

The District will report all fuel cost incurred by Mr.
McGill as income on his IRS Form W-2 for 2010.

The District will seek reimbursements for mileage
reimbursement overpayments of $116 and $21
from Board members Williams and Tatum, respectively. Before reimbursing Board members
for mileage expense, the District will review and
substantiate mileage forms submitted for reimbursement.

Response: B and C
The District will recommend to the Board a policy
requiring employees to maintain vehicle usage
records for personal use of a District vehicle to
comply with IRS regulations. The District will also
recommend that the policy include the IRS 100%
income inclusion for all District-provided vehicles
should vehicle usage records not be provided.
The $141 noted in the report as overpayment of
disability insurance is incorrect. The District will
review the total amount of $6,590 in insurance
premiums which were negotiated as part of Dr.
Hopson’s contract to ensure compliance with Arkansas Code.
The District has not expended any cost associated with Dr. Hopson’s reinstatement of ATRS
service. The District has referred this issue to
legal counsel and the contract negotiator for the
Superintendent. All said costs were negotiated
as part of the Superintendent’s contract.
The District will address the parameters of reasonable, necessary District car maintenance expenditures allowed in the Superintendent’s contract.
All income paid to Dr. Hopson for technology services be will included as income on his 2010 IRS
Form W-2, and all payments made on behalf of
Dr. Hopson’s technology services will be reimbursed by Dr. Hopson or included as income on
his IRS Form W-2.
All moving and relocation expenses not meeting
IRS regulations will be added as income on Dr.
Hopson’s 2010 IRS Form W-2. The District will
not request reimbursement of moving and relocation expenses because they were negotiated as
part of the Superintendent’s contract.
Response: D
The Superintendent will recommend to the Board
President consideration of procedures to be implemented to ensure Board members obtain required number of training hours.
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Response: F
The District will seek reimbursement for improper
travel advances of $95 and $305 from Board
members Tatum and Williams, respectively. The
District will enforce the Board’s policy of not advancing funds for travel expense.
Response: G
The District will request Board member Clark repay $15 for duplicate meal reimbursement and
seek $6 from former Board member Gililland for
improper expense reimbursements.
In addition, the District will require Williams reimburse $802 for cellular telephone services the
District paid on her behalf.
Response: H
The District has revised its travel reimbursement
policy and now reimburses employee travel expenses on a per diem basis for meals.
Response: I
The District will review the $6,223 not covered in
the CTO’s consultant contract. Moving expenses
were agreed to by the Superintendent and CTO
as a condition of employment. The CTO will reimburse the District $13 in questioned expenses.
In addition, employees will not be paid for days
not worked.
The District will review reimbursement of $1,974
paid the HR Consultant for mileage expenses for
commuting, which was not included in the contract. The District will recommend that all contracts are in the best interest of the organization,
approved prior to services performed, and adhered to properly. In addition, the organization
will ensure that District personnel refrain from
allowing services to begin and obligating District
financially without Board approval.

The District will also evaluate employees in positions combined to allow an increase in salary to
ensure they are continuing to perform the services which the new position entails.
Response: J
The District will continue to strengthen and monitor procedures to ensure disbursements comply
with District policies and procedures.

dated timely so that year-end financial statements
are fairly stated.
In addition, District will continue to verify that insurance coverage maintained for vehicles is adequate.
A policy will be implemented regarding employee
use, including commuting, of District vehicles.
Response: P

The District will adopt a policy to discontinue allowing vendors to pick up checks or allowing employees to pick up checks for vendors. The policy
will be presented at our January 12, 2011 Board
meeting.
Response: K
Board action concerning acceptance of a bid proposal will be clearly denoted in Board minutes.
To document vendor compliance with RFPs, the
District will implement and document a conformity
process.

To ensure proper usage and safeguard against
misappropriation, District will strengthen internal
controls that account for receipt, storage, and
distribution of inventory items. Written policies
and procedures will be developed to ensure that
all inventory is accounted for properly. The inventory system will record and report dates received and removed, as well as cost of items,
features currently available in APSCN.
In addition, District will enhance security methods
to monitor warehouse activity to protect District
property.

Response: L
Response: Q
To ensure proper accountability for purchases,
District will develop an order and tracking system
to be used by Maintenance Department personnel. In addition, the District will not allow property, other than District property, to be stored at
the Maintenance Shop.

The District will seek to determine the employees
responsible for the charges of $3,884 not covered
in the District’s cellular telephone service plan
and obtain reimbursement from the applicable
employees.

Response: M

Response: R

Documentation to support purchases will be
maintained. In addition, the District will establish
a policy to ensure adequate internal controls exist
regarding gift cards or other cash equivalent assistance provided to students.

District will ensure new employee effective start
dates accurately reflect the actual first date of
work. District will seek reimbursement from, or
apply leave time to, those employees who were
paid for days not worked.

Response: N

Response: S

As governing body of District, the Board will ensure changes that affect students, faculty, and
staff as well as obligate the District financially
comply with Code and PACT negotiated contracts
and are an appropriate use of funds.

To prevent excessive overtime, the District will
continue to monitor payroll disbursements.
In addition, District will ensure that adequate segregation of duties exists in the payroll and benefits department.

Response: O
Response: T
To comply with Board policy and safeguard assets, the District will establish procedures to ensure fixed assets inventory is accurate and up-
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The District will require reimbursement from
McAfee for items purchased totaling $1,221 de-

termined not to be for District use. Unless adequate documentation is provided, McAfee should
also reimburse $343 for supplies that DLA staff
identified were not for a District purpose.

Response: Y

In addition, the District will obtain reimbursement
of $235 for mileage.

Procedures will be implemented to ensure consistency in coding District expenditures.

Further, District personnel will determine amount
of leave time McAfee should have been charged
while performing services unrelated to District.

Response: Z

Response: U
The District will continue to monitor reimbursements from DREAM and take appropriate action if
the debt is not satisfied in accordance with the
consent judgment.
Response: V
District personnel will refrain from obligating District financially for expenses outside of normal
business without Board approval.
In addition, District will ensure costs associated
with trips are charged to the appropriate accounting code.
Further, District will ensure reimbursements of
$978 and $3,424 from China Travel Services and
UCACI, respectively, are received.
Without
Board approval, the District will not reimburse
other expenses associated with trip.
Response: W
The District will establish a formal, written policy
to void stale outstanding checks. Such policy will
establish scheduled aging dates with specified
required action. At a minimum, checks outstanding over the established time period will be
voided and reissued as needed.
The District will adopt a policy to discontinue allowing vendors to pick up checks or allowing employees to pick up checks for vendors. The policy
will be presented at our January 12, 2011 Board
meeting.
Response: X
The District will establish a procedure for the issuance of manual payroll checks. The new procedure will be presented at the January 12, 2011
Board meeting.
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The District will continue to monitor all District
expenditures to ensure proper coding.

To reduce the risk of misappropriation of assets
and potential waste and abuse of funds, the
Board will, in conjunction with Administrative
staff, continue to practice sound internal control
policies, comply with applicable Code and IRS
regulations, and monitor all accounting phases
for adherence to established controls and procedures.
In addition, the Board will increase and maintain
its knowledge and awareness of fiscal oversight,
accountability, and fiduciary responsibilities.
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Investigative Report Update #2
Legislative Joint Auditing Committee
April 1, 2011

Review of Selected Transactions
Status of Matters
Pulaski County Special School District
INTRODUCTION
Numerous internal control deficiencies were identified at the Pulaski County Special School District (District) as indicated
in the Division of Legislative Audit (DLA) Investigative Report Update – Review of Selected Transactions – Pulaski
County Special School District (Report Update), dated December 6, 2010 inclusive of the period March 1, 2009 through
November 30, 2010. In addition, the Report Update disclosed that District Superintendent Charles Hopson potentially
owed the District $23,919, questioned expenses totaling $1,360 were incurred by District Board of Directors (Board), and
three new employees were paid $9,741 for days not worked.

HIGHLIGHTS OF REPORT


Superintendent Hopson continues to owe the District $2,179 for unallowed expenses and $2,288 for
health and dental insurance premiums improperly paid on his behalf. An addendum to Hopson’s
contract, approved January 2011, provides an additional $37,431 to his annual salary of $205,000.



Board member Gwen Williams continues to owe the District $1,198 for mileage reimbursement
overpayments, improper travel advances, and cellular telephone services. Chief Technology Officer owes
the District $311 for unallowed expenses.



District did not obtain reimbursement nor require documentation be submitted for $1,564 in questioned
reimbursements from Grant Writer Deborah McAfee.



Balance due of $21,791 from DREAM has not been collected and Board suspended terms of repayment
agreement.



Uses of desegregation funds are provided in Exhibit II on page 15.



Legal fees totaled $162,152 for litigation between Board and Union for the period January 1, 2010
through December 31, 2010. Board voted on March 8, 2011 to employ in-house attorney as a cost-saving
measure.



District is due or potentially due $37,617 from a Board member, employees, and vendors as reflected in
Exhibit V on page 19.



ADE notified the District that it had been identified as a school district in fiscal distress according to
criteria in Ark. Code Ann. § 6-20-1904 and could not incur “any debt” without ADE approval.

ARKANSAS DIVISION OF LEGISLATIVE AUDIT
172 State Capitol, Little Rock, AR 72201
Phone: 501-683-8600 Fax: 501-683-8605
www.arklegaudit.gov
Report ID: IR SD 398 11

Report Date: March 30, 2011

Following presentation of the Report Update on
December 15, 2010, the Legislative Joint
Auditing Committee (LJAC) requested DLA staff
to determine and report corrective measures
District implemented regarding Report Update
recommendations.

determining the status of corrective actions
implemented by the District in response to Report
Update recommendations. ADE personnel were
contacted to determine fiscal distress status of
the District.
The methodology used in conducting this review
was developed uniquely to address the stated
objectives; therefore, this review was more limited
in scope than an audit or attestation engagement
performed in accordance with Government
Auditing Standards issued by the Comptroller of
the United States.

In addition, LJAC members requested
information regarding District use of
desegregation funds; legal fees paid pertaining to
issues regarding Pulaski Association of
Classroom Teachers (PACT) and Pulaski
Association of Support Staff Unions (Union); and
District Apple® iPads™(iPad) usage policy.
Further, after receiving a complaint from a vendor
concerning past due payments from the District,
another LJAC member requested DLA staff
research this matter.

BACKGROUND
One of three public school districts in Pulaski
County, the District encompasses the territory
outside the Little Rock, Cammack Village, and
North Little Rock city limits and includes the cities
of Jacksonville, Maumelle, and Sherwood. An act
of the Arkansas legislature combined 38
independent school districts to establish the
District in 1927.

DLA staff also consulted with Arkansas
Department of Education (ADE) regarding fiscal
distress status of the District.

OBJECTIVES

The District is governed by a seven-member
Board elected, by zone, to four-year terms.
Board members serve without compensation.

Objectives in conducting the investigative review
were:





Review District responses to Report Update
recommendations A through Z and determine
if District implemented corrective actions.

Effective July 1, 2010, the District converted its
accounting system to the Arkansas Public School
Computer Network (APSCN).

Determine District use of desegregation
funds.

A financial audit of the District is performed
annually by a private CPA firm.

Identify legal fees paid regarding Unionrelated issues.



Determine if District-issued iPads were used
for personal purposes.



Ascertain if District accounts
invoices were paid timely.



Determine ADE position regarding fiscal
distress status of District.

Pursuant to a request by the Commissioner of
ADE and District Board for DLA to conduct a
limited scope review of selected District
transactions and activities, DLA issued the
Investigative Report - Review of Selected
Transactions - Pulaski County Special School
District (First Report) dated April 28, 2010.

payable

The First Report revealed former Superintendent
James Sharpe was overpaid $17,203 and
$7,836 was paid to, or on behalf of, Sharpe for
unallowed expenses for the period July 1, 2005
through March 11, 2009. District filed a civil
lawsuit against Sharpe seeking reimbursement,
totaling $25,039, of the salary overpayment and
unallowed expenses. Attorneys for District and
Sharpe are in negotiations regarding this matter
and the civil suit is pending resolution in Sixth
Judicial District Circuit Court.

SCOPE AND METHODOLOGY
This review was conducted primarily for the
period December 1, 2010 through February 24,
2011. Pertinent Board and District policies and
District accounting records, including accounts
payable invoices, were reviewed. Appropriate
personnel were interviewed to assist in
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In addition, First Report identified unallowed or
undocumented travel expenses for Board
members totaling $7,692 for the period July 1,
2006 through March 3, 2009. Board members
reimbursed the District for unallowed amounts
($278), provided an explanation for questioned
expenses ($70), or provided adequate supporting
documentation for a portion of their unallowed
expenses ($3,667), leaving a balance of $3,677
due the District. Before the Report Update was
issued, this balance was resolved.

actions implemented by District as a result of the
recommendations are also included following the
responses.

Further, James Diemer, former District
Mechanical Systems Supervisor, misappropriated
$439,745 by purchasing items, for which the
District paid, for personal gain during a five-year
period. In federal court, Diemer entered a plea of
guilty to theft of property from a government entity
which received federal funds and was sentenced
to 18 months imprisonment with three years
supervised probation upon his release. Diemer
was also ordered to pay restitution totaling
$387,442.

Legal fees pertaining to Union-related issues
totaled $162,152 for the period January 1, 2010
through December 31, 2010.
District provided iPads, regulated by District
usage policy, to Board and Cabinet members.
Although iPad users are able to access personal
email and possibly store personal data, security
restrictions prohibit downloading of applications
not approved by District, thus limiting personal
use.

The First Report also disclosed numerous internal
control deficiencies. Following presentation of
First Report, LJAC requested DLA staff to
determine and report corrective measures District
implemented regarding First Report findings. An
oral update was presented to LJAC on June 11,
2010.

Review of District accounts payable invoices
revealed past due invoices. Of accounts payable
invoices totaling $14,824,270 for the period
December 1, 2010 through January 31, 2011,
current invoices totaled $12,116,160 (81.7%),
with the remaining $2,708,110 (18.3%)
representing past due invoices.

In response to the oral update, LJAC requested
DLA staff to prepare a follow-up report relating to
selected transactions and activities of District
subsequent to time periods of review of First
Report. The Report Update was presented to
LJAC on December 15, 2010.

As reflected in Exhibit III on page 16, past due
invoices include those paid more than 30, 60, 90,
and 120 days after invoice date totaling
$1,440,747, $344,541, $244,642, and $678,180,
respectively.

District received $20.5 million in desegregation
funds of which $16.2 million was expended in the
2009-10 school year as shown in Exhibit I on
page 14. District programs and positions funded
with desegregation revenue as well as other
District uses of these funds are reflected in
Exhibit II on page 15.

As a result of findings disclosed in First Report,
ADE notified the District, in September 2010, that
two or more indicators of fiscal distress, at a
nonmaterial level, had been identified and without
intervention, the District could be placed in fiscal
distress status.

The Report Update included DLA staff findings
regarding various District transactions, activities,
and internal control deficiencies.
DLA staff
recommendations pertaining to the findings were
also listed in Report Update. District responses
to the recommendations were reflected in the
Appendix to Report Update.

On March 30, 2011, ADE notified the District it
had been identified as in fiscal distress.

RESULTS OF REVIEW

DLA staff recommendations that remain
unresolved are summarized in Exhibit IV on
page 17.

Results of this review relating to Report Update
recommendations are discussed below. Each
recommendation from Report Update is provided,
followed by District response to that
recommendation, previously provided in Report
Update. Status updates pertaining to corrective

As shown in Exhibit V on page 19, the District is
due or potentially due $37,617 from a Board
member, employees, and vendors.
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the District should obtain reimbursement for car
washes charged to the District’s credit card.
Otherwise, the Board should establish an amount
to pay for this expense.

Acting Superintendent
Recommendation A
The District should determine dollar value of fuel
purchased for nonbusiness use and either obtain
reimbursement
from
former
Acting
Superintendent Rob McGill or report this as
income on his Internal Revenue Service (IRS)
Form W-2 for 2010.

Any amount reimbursed to Hopson for his cost
associated with reinstatement to Arkansas
Teacher Retirement System (ATRS) should be
reported as income on Hopson’s annual IRS
Form W-2.
The amount of $667 the District has spent for
cellular telephone expenses for the Superintendent should be reimbursed by Hopson and
services under District plan cancelled. If Hopson
chooses to retain his District telephone service,
the District should reduce Hopson’s monthly
communications and technology allowance of
$300 by the monthly cost of his District cellular
telephone service cost.

The District should also ensure expenses paid
employees are for District purposes.
District Response
The District will report all fuel cost incurred by Mr.
McGill as income on his IRS Form W-2 for 2010.
Status

District Response

McGill’s IRS Form W-2 for 2010 included taxable
fuel cost of $2,422 as income.

District response to Recommendation B is
included with response to Recommendation C.

Superintendent

Recommendation C

Recommendation B

Although the Board approved reimbursing $855
to Hopson for the cost of an airline ticket from
Portland to Little Rock, a business purpose was
not provided. Unless a business purpose for this
expense is provided, Hopson should reimburse
the District. Otherwise, $855 should be reported
on Hopson’s IRS Form W-2 as income.

The District should obtain reimbursement of
$2,288 from Dr. Charles Hopson, Superintendent,
for health and dental insurance premiums
improperly paid on his behalf. Further, the
District should discontinue contributing an
insurance premium rate not allowed by Arkansas
Code Annotated (Code).

The District should report $14,969 as income on
Hopson’s IRS Form W-2 for moving and relocation expenses paid for his residence ($9,000) and
for purchases charged to a District credit card
($5,969) which were not allowable in accordance
with IRS regulations. If Hopson reimburses the
District for any unallowable moving and relocation
expenses, then that amount would not need to be
reported to the IRS as income.

Life and disability insurance premiums paid on
behalf of Hopson should be reported as income
on his IRS Form W-2 for 2010.
However, $141 the District paid for disability
insurance over the amount provided in Hopson’s
contract is due the District.
The District should require Hopson to maintain
vehicle usage records for his personal use of a
District vehicle to comply with IRS regulations.
The District should report the value of personal
vehicle use on Hopson’s IRS Form W-2. This
value should comply with IRS valuation
regulations which include annual lease price of a
vehicle as well as fuel expenses.

The District should also obtain adequate
supporting documentation for all purchases
charged to a District credit card. For any charges
not documented, the District should request
reimbursement from Hopson.
In addition, to ensure District is not responsible
for charges not for District purposes, District
should strengthen policies to ensure adequate
documentation is maintained to support

The Board should determine if the cost of car
washes is included in Hopson’s contract. If not,
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purchases. In the event adequate documentation
is not provided, the Board may consider revoking
credit card use.

by Code, District did not obtain reimbursement of
$2,288 from Hopson for health and dental
insurance premiums improperly paid on his behalf
for the period July 1, 2010 through December 31,
2010. This amount is still due the District as
shown in Exhibit V on page 19.

Further, District should obtain reimbursement of
$79 for meals charged to a District credit card for
which Hopson received a per diem.

During the January 2011 Board meeting, an
addendum to Hopson’s contract was approved
and states “In addition to the compensation
provided herein, on December 31 and June 30 of
each year during the term of this Agreement the
District shall make a lump sum payment to the
Superintendent for services rendered in the
amounts of $6,739 (December 31) and $30,692
(June 30), respectively.”

District Response
The District will recommend to the Board a policy
requiring employees to maintain vehicle usage
records for personal use of a District vehicle to
comply with IRS regulations. The District will also
recommend that the policy include the IRS 100%
income inclusion for all District-provided vehicles
should vehicle usage records not be provided.

Hopson’s annual salary totals $242,431, which
includes initial contract amount of $205,000 and
addendum of $37,431.

The $141 noted in the report as overpayment of
disability insurance is incorrect. The District will
review the total amount of $6,590 in insurance
premiums which were negotiated as part of Dr.
Hopson’s contract to ensure compliance with
Arkansas Code.

Review of payroll records indicated District paid
Hopson an additional $6,739 on January 20,
2011.

The District has not expended any cost
associated with Dr. Hopson’s reinstatement of
ATRS service. The District has referred this
issue to legal counsel and the contract negotiator
for the Superintendent. All said costs were
negotiated as part of the Superintendent’s
contract.

District included full value of District vehicle use
with no deduction for business use on Hopson’s
IRS Form W-2 for 2010, since vehicle mileage
records were not maintained.
DLA staff
recommends District develop a policy that
requires employees to maintain vehicle usage
records for personal use of District vehicle to
comply with IRS regulations.

The District will address the parameters of
reasonable, necessary District car maintenance
expenditures allowed in the Superintendent’s
contract.

District also included on Hopson’s IRS Form W-2
for 2010, as additional income, moving expenses
of $20,386 not allowed by IRS regulations.

All income paid to Dr. Hopson for technology
services will be included as income on his 2010
IRS Form W-2, and all payments made on behalf
of Dr. Hopson’s technology services will be
reimbursed by Dr. Hopson or included as income
on his IRS Form W-2.

Further, Hopson reimbursed the District $485 for
undocumented relocation expenses.
District did not include the following amounts,
totaling $2,179, as additional income on
Hopson’s IRS Form W-2 for 2010 nor did Hopson
reimburse the District as recommended in Report
Update. Therefore, these amounts remain due
the District as shown in Exhibit V on page 19.

All moving and relocation expenses not meeting
IRS regulations will be added as income on Dr.
Hopson’s 2010 IRS Form W-2. The District will
not request reimbursement of moving and
relocation expenses because they were
negotiated as part of the Superintendent’s
contract.
Status
Although District discontinued contributing an
insurance premium rate for Hopson not allowed
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Undocumented airfare - $855



Cellular telephone - $667



Undocumented credit card charges - $517



Meals - $79



Additional day of per diem for meals - $61

member Danny Gililland for improper expense
reimbursements.

Board Member Training Hours
Recommendation D

In addition, the District should require Williams
reimburse $802 for cellular telephone services
the District paid on her behalf.

The Board should evaluate the cost/benefit associated with Board members acquiring training
hours in excess of the number required by Code.
Procedures should also be implemented to
ensure Board members obtain required number
of training hours.

District Response
The District will seek reimbursements for mileage
reimbursement overpayments of $116 and $21
from Board members Williams and Tatum,
respectively. Before reimbursing Board members
for mileage expense, the District will review and
substantiate mileage forms submitted for
reimbursement.

District Response
The Superintendent will recommend to the Board
President consideration of procedures to be
implemented to ensure Board members obtain
required number of training hours.

The District will seek reimbursement for improper
travel advances of $95 and $305 from Board
members Tatum and Williams, respectively. The
District will enforce the Board’s policy of not
advancing funds for travel expense.

Status
Board minutes dated December 20, 2010 reflect
Board President stated all Board members are in
compliance with required number of training
hours. Board adopted a motion to suspend all
out-of-state travel until further notice for Board
members and District employees without 30-day
prior approval by the Board.

The District will request Board member Clark
repay $15 for duplicate meal reimbursement and
seek $6 from former Board member Gililland for
improper expense reimbursements.
In addition, the District will require Williams
reimburse $802 for cellular telephone services
the District paid on her behalf.

Board-Related Expenses
Recommendations E, F, and G

Status
The District should obtain reimbursements for
mileage reimbursement overpayments of $116
and $21 from Board members Gwen Williams
and Mildred Tatum, respectively.
Before
reimbursing Board members for mileage
expense, the District should review and
substantiate mileage forms submitted for
reimbursements.

On February 1, 2011, Tatum reimbursed the
District $116 for mileage reimbursement
overpayments and an improper travel advance.
District retained an attorney to assist in obtaining
reimbursement totaling $1,223 from Williams for
mileage reimbursement overpayments, improper
travel advances, and cellular telephone services.

The District should obtain reimbursements for
improper travel advances of $95 and $305 from
Board members Tatum and Williams,
respectively. The District should enforce the
Board’s policy of not advancing funds for travel
expense.

Correspondence from the attorney to Williams,
dated February 1, 2011, indicated legal remedies
would be used to collect the debt owed unless
payment was made within 10 days. Williams
reimbursed $25 on March 25, 2011. The
remaining $1,198, as reflected in Exhibit V on
page 19, is due the District.

The District should ensure adequate
documentation is available for reimbursements.
The District should request Board member Tim
Clark repay $15 for duplicate meal
reimbursement and obtain $6 from former Board

Board members Clark and Gililland reimbursed
the District $15 and $6, respectively, for improper
expense reimbursements.
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Further, the District should ensure that new
professional development contracts do not
duplicate services provided by existing
contracts.

Employee Travel Reimbursements/Expenses
Recommendation H
The District should ensure adequate supporting
documentation is maintained for all purchases. If
employees do not provide documentation, the
District should request the applicable employee
reimburse the District.

District Response
The District will review the $6,223 not covered in
the CTO’s consultant contract. Moving expenses
were agreed to by the Superintendent and CTO
as a condition of employment. The CTO will
reimburse the District $13 in questioned
expenses. In addition, employees will not be paid
for days not worked.

District Response
The District has revised its travel reimbursement
policy and now reimburses employee travel
expenses on a per diem basis for meals.

The District will review reimbursement of $1,974
paid the HR Consultant for mileage expenses for
commuting, which was not included in the
contract. The District will recommend that all
contracts are in the best interest of the
organization, approved prior to services
performed, and adhered to properly. In addition,
the organization will ensure that District personnel
refrain from allowing services to begin and
obligating District financially without Board
approval.

Status
Board minutes dated September 14, 2010 reflect
approval of Business Procedure Manual revisions
regarding local and out-of-district travel. Revised
out-of-district travel procedures policy reflects
District will reimburse the federal per diem rate for
meals.
Consultant Contracts/Expenses

The District will also evaluate employees in
positions combined to allow an increase in salary
to ensure they are continuing to perform the
services which the new position entails.

Recommendation I
The District should obtain reimbursement of
$6,223 from the Chief Technology Officer (CTO)
for moving expenses ($5,899) not a part of his
contract and unallowed expenses ($324). In
addition, employees should not be paid for days
not worked.

Status
The CTO and HR Consultant reimbursed the
District $13 and $2,604, respectively, on
December 14, 2010.

The District should also obtain reimbursement of
$1,974 from the Consultant to the Superintendent
for Human Resources (HR Consultant) for
mileage reimbursement received for commuting,
which was not included in the contract.

District included $5,899 as moving expenses on
CTO’s IRS Form W-2 for 2010.

District management should ensure employees in
positions combined to allow an increase in salary
continue to perform the services which the new
position entails.

District did not include $311, identified as
unallowed expenses, on CTO’s IRS Form W-2 for
2010 nor receive reimbursement from CTO;
therefore, this amount remains due the District as
shown in Exhibit V on page 19.

In addition, the Board should ensure that all
contracts are in the best interest of the District,
approved prior to services performed, and
adhered to properly. District personnel should
also refrain from allowing services to begin and
obligating District financially without Board
approval.

In addition, review of CTO’s leave records
indicated District did not charge leave time nor
receive reimbursement for the 10 days not
worked. As noted in Report Update, email correspondence between Hopson and Chief Financial
Officer (CFO) indicated Hopson would require
CTO make up days through flex time on Fridays
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during the summer and other days originally
scheduled off work during the school year.

Status
According to District personnel, a new purchasing
system has been developed and implemented.
Confirming purchase orders must be obtained
prior to purchase and the vendor must include the
purchase order number on the invoice at time of
purchase.

District response to Report Update indicated
District would seek reimbursement from, or
charge leave time to, employees for days paid
which were not worked.
During this review, District personnel indicated
Hopson stated CTO was working remotely in
Portland, Oregon for 10 days prior to working
onsite at the District and would not be charged
leave time.

The Business Procedures Manual includes an
accounts payable check distribution policy,
effective January 12, 2011, that states these
checks will not be returned to the person
requesting the check or invoice payment, but will
be mailed directly to the payee from the Accounts
Payable office.
Approval from the CFO or
designee is required when a situation requires
special handling of a check.

Subsequently, District Human Resource Director
(HR Director) stated to DLA staff that the District
would charge CTO 10 days of leave time.
However, according to District records the CTO’s
leave balance was only 7 days on March 30,
2011. Therefore, the District improperly increased
CTO’s leave balance by 5 days, resulting in a
leave balance of 12 days from which the
aforementioned 10 days were deducted.
Overview of Purchasing Procedures for
Goods and Services

DLA staff review of accounts payable invoices
revealed several checks dated after January 12,
2011 were designated as “hold for pick up.”
Although check requests were signed by CFO or
designee, no reason for special handling was
indicated.

Recommendation J

Bids

The District should strengthen and monitor
procedures to ensure disbursements comply with
District policies and procedures.
Monitoring
procedures should be expanded to ensure all
purchases are legitimate, received, and used for
District purposes. Detailed supporting
documentation should also be retained for all
disbursements and invoices should be paid
timely. Further, reasons to justify the use of an
emergency purchase order should be
documented.

Recommendation K
Board action concerning acceptance of a bid
proposal should be clearly denoted in Board
minutes. To ensure vendor compliance with
Request for Proposal (RFP), the District should
continue to monitor the conformity process.
District Response
Board action concerning acceptance of a bid
proposal will be clearly denoted in Board minutes.
To document vendor compliance with RFPs, the
District will implement and document a conformity
process.

To deter misappropriation of funds, the District
should not allow accounts payable checks to be
picked up by employees or vendors or otherwise
held.
District Response

Status

The District will continue to strengthen and
monitor procedures to ensure disbursements
comply with District policies and procedures.

District personnel indicated there is a consent
section on the Board agenda which includes an
award of bids section. This section lists the bid
name and number, low bidder name, and low bid
amount.

The District will adopt a policy to discontinue
allowing vendors to pick up checks or allowing
employees to pick up checks for vendors. The
policy will be presented at our January 12, 2011
Board meeting.

Arkansas School Board Association (ASBA)
handbook states board minutes should note
every action of the board during a meeting.
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District has not addressed inclusion of bids
awarded, an action which occurs during Board
meeting, in Board minutes as required by ASBA.

Superintendent for Equity and Pupil Services to
the District CFO, indicated gift cards for
purchases by the District has been permanently
discontinued.

Maintenance Department
DLA staff again recommends implementation of a
policy regarding District use of gift cards or other
cash equivalent assistance provided to students.

Recommendation L
To ensure proper accountability for purchases,
District should develop an order and tracking
system to be used by Maintenance Department
personnel. In addition, the District should not
allow property, other than District property, to be
stored at the Maintenance Shop.

Bell Schedule and School Buses
Recommendation N
As governing body of District, the Board should
ensure changes that affect students, faculty, and
staff as well as obligate the District financially
comply with Code and PACT negotiated contracts
and are an appropriate use of funds.

District Response
To ensure proper accountability for purchases,
District will develop an order and tracking system
to be used by Maintenance Department
personnel. In addition, the District will not allow
property, other than District property, to be stored
at the Maintenance Shop.

District Response
As governing body of District, the Board will
ensure changes that affect students, faculty, and
staff as well as obligate the District financially
comply with Code and PACT negotiated contracts
and are an appropriate use of funds.

Status
Board approved, on September 14, 2010, the use
of confirming purchase orders to assist the
Purchasing Department in tracking purchases.

Status

According to District personnel, personal items
previously stored in the Maintenance area have
been removed from District property.

DLA staff was unable to determine the status of
corrective actions taken as described in District
response due to time constraints between
release of Report Update and this report.

Division of Equity and Pupil Services
DLA staff recommends District monitor actions to
ensure compliance with Code and terms of PACT
negotiated contracts.

Recommendation M
Documentation to support purchases should be
maintained.
In addition, the District should
establish a policy to ensure adequate internal
controls exist regarding gift cards or other cash
equivalent assistance provided to students.

Fixed Assets
Recommendation O
To comply with Board policy and safeguard
assets, the District should establish procedures to
ensure fixed assets inventory is accurate and
updated timely so that year-end financial
statements are fairly stated.

District Response
Documentation to support purchases will be
maintained. In addition, the District will establish
a policy to ensure adequate internal controls exist
regarding gift cards or other cash equivalent
assistance provided to students.

In addition, District should verify insurance
coverage maintained for vehicles is adequate.

Status
A policy should be implemented regarding
employee use, including commuting, of District
vehicles.

While a policy was not implemented, a memo
dated February 24, 2011 from District Assistant
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received and removed, as well as cost of items,
features currently available in APSCN.

District Response
To comply with Board policy and safeguard
assets, the District will establish procedures to
ensure fixed assets inventory is accurate and
updated timely so that year-end financial
statements are fairly stated.

In addition, District will enhance security methods
to monitor warehouse activity to protect District
property.
Status

In addition, District will continue to verify that
insurance coverage maintained for vehicles is
adequate.

District has not developed written policies and
procedures regarding inventory control, however
District personnel indicated to DLA staff that
instructional supplies are no longer inventoried at
the District Warehouse. District food service
products and janitorial supplies will continue to be
stored and distributed from the Warehouse.

A policy will be implemented regarding employee
use, including commuting, of District vehicles.
Status

District has not enhanced security methods to
monitor Warehouse activity.

District has developed a new policy regarding
fixed assets to ensure all assets are accounted
for properly.

DLA staff again recommends District develop
written policies and procedures to ensure all
inventory is accounted for properly.

District has not developed a policy regarding
employee use of District vehicles for commuting
to work.

Cellular Telephones
DLA staff again recommends District implement a
policy regarding employee use of District vehicles
for commuting to work.

Recommendation Q
The District should determine the employees
responsible for the charges of $3,884 not covered
in the District’s cellular telephone service plan
and obtain reimbursement from the applicable
employees.

Inventory Control
Recommendation P
To ensure proper usage and safeguard against
misappropriation, District should establish internal
controls that account for receipt, storage, and
distribution of inventory items. Written policies
and procedures should be developed to ensure
that all inventory is accounted for properly. The
inventory system should record and report dates
received and removed, as well as cost of items,
features currently available in APSCN.

District Response
The District will seek to determine the employees
responsible for the charges of $3,884 not covered
in the District’s cellular telephone service plan
and obtain reimbursement from the applicable
employees.
Status

In addition, District may consider installing
security cameras to monitor Warehouse activity
to enhance protection of District property.

According to District personnel, monthly cellular
telephone invoices are reviewed for excess
telephone usage and roaming charges. Account
adjustments and adding or deleting users cannot
be made without permission from either
Information Technology or Purchasing Director.

District Response
To ensure proper usage and safeguard against
misappropriation, District will strengthen internal
controls that account for receipt, storage, and
distribution of inventory items. Written policies
and procedures will be developed to ensure that
all inventory is accounted for properly. The
inventory system will record and report dates

However, District has not determined which
employees were responsible for $3,884 in cellular
telephone charges that were not covered in the
District’s plan as noted in Report Update. This
amount remains due the District as shown in
Exhibit V on page 19.
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Overpayments to Newly Hired Employees

Overtime Compensation

Recommendation R

Recommendation S

District should ensure new employee effective
start dates accurately reflect the actual first date
of work.

To prevent excessive overtime, the District should
continue to monitor payroll disbursements. In
addition, District should ensure that adequate
segregation of duties exists in the payroll and
benefits department.

District should also obtain reimbursement from, or
apply leave time to, those employees who were
paid for days not worked.

District Response

District Response

To prevent excessive overtime, the District will
continue to monitor payroll disbursements.

District will ensure new employee effective start
dates accurately reflect the actual first date of
work. District will seek reimbursement from, or
apply leave time to, those employees who were
paid for days not worked.

In addition, District will ensure that adequate
segregation of duties exists in the payroll and
benefits department.

Status

Status

Report Update disclosed three employees were
paid $9,741 for days not worked.

While additional staff was not hired for the payroll
and benefits department, the District submitted a
plan that appears, if implemented, to adequately
segregate duties with regard to authorizing,
processing, and recording payroll transactions.

Employee 1
District changed the start date for Employee 1,
paid for 10 days not worked, which should reduce
the number of days under contract for which the
employee will be paid.

Grant Writer
Recommendation T

Employee 2

The District should require reimbursement from
District Grant Writer, Dr. Deborah McAfee, for
items purchased totaling $1,221 determined not
to be for District use.
Unless adequate
documentation is provided, McAfee should also
reimburse $343 for supplies that DLA staff
identified were not for a District purpose.

As indicated in Recommendation I status section
on page 8, District charged Employee 2 with 10
days of leave after improperly increasing this
employee’s leave balance.
Employee 3
District changed the start day of Employee 3, the
Superintendent’s brother who was paid for three
days not worked, and deducted one day’s pay
totaling $357. The remaining day not worked
was a holiday for which the employee was not
paid nor required to work.

In addition, District should obtain reimbursement
of $235 for mileage.
Further, District personnel should determine
amount of leave time McAfee should have been
charged while performing services unrelated to
District.

HR Director, who worked for the District in a
consultant capacity for three months prior to
being hired as HR Director in December 2010,
discovered the Superintendent’s brother was
inadvertently placed on an incorrect pay scale at
time of hire, resulting in a higher level of pay. To
correct the error, HR Director instructed Payroll
Specialist to reduce employee’s salary by $1,182
by deducting $197 for each of the remaining six
pay periods.

District Response
The District will require reimbursement from
McAfee for items purchased totaling $1,221
determined not to be for District use. Unless
adequate documentation is provided, McAfee
should also reimburse $343 for supplies that DLA
staff identified were not for a District purpose.
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In addition, the District will obtain reimbursement
of $235 for mileage.

Foreign Travel
Recommendation V

Further, District personnel will determine amount
of leave time McAfee should have been charged
while performing services unrelated to District.

District personnel should refrain from obligating
District financially for expenses outside of normal
business without Board approval. In addition,
District should ensure costs associated with trip
are charged to the appropriate accounting code.

Status
District received reimbursement of $235 from
McAfee on December 17, 2010.

Further, District should ensure reimbursements of
$978 and $3,424 from China Travel Services and
University of Central Arkansas Confucius Institute
(UCACI), respectively, are received. Without
Board approval, the District should not reimburse
other expenses associated with trip.

McAfee did not reimburse $1,221 for items
purchased not for District use. In addition,
documentation was not provided to substantiate
supplies purchased totaling $343 were for a
District purpose nor was reimbursement of this
amount received.

District Response
District personnel will refrain from obligating
District financially for expenses outside of normal
business without Board approval.

McAfee still owes District $1,564 for
aforementioned items as shown in Exhibit V on
page 19.

In addition, District will ensure costs associated
with trips are charged to the appropriate
accounting code.

District deducted two days annual leave from
McAfee on February 26, 2011.
DREAM

Further, District will ensure reimbursements of
$978 and $3,424 from China Travel Services and
UCACI, respectively, are received.
Without
Board approval, the District will not reimburse
other expenses associated with trip.

Recommendation U
The District should continue to monitor
reimbursements from Dedicating Resources to
Excel All Minds (DREAM) and take appropriate
action if the debt is not satisfied in accordance
with the consent judgment.

Status
As of report date, District has not received
reimbursement of $978 and $3,424 from China
Travel Services and UCACI, respectively.
Although District email correspondence indicates
that UCACI intends to reimburse the District, as
of report date, these amounts remain due the
District as shown in Exhibit V on page 19.

District Response
The District will continue to monitor
reimbursements from DREAM and take
appropriate action if the debt is not satisfied in
accordance with the consent judgment.

Outstanding Checks

Status

Recommendation W

District has not received any further payments
from DREAM, whose Director is the daughter of a
District Assistant Superintendent, and has not
taken any legal action. The $21,791 remains due
the District as shown in Exhibit V on page 19.

The District should establish a formal, written
policy to void stale outstanding checks. Such
policy should establish scheduled aging dates
with specified required action. At a minimum,
checks outstanding over the established time
period should be voided and reissued as needed.

During the Board meeting on January 19, 2011,
Board voted to suspend reimbursement
payments from DREAM until District investigates
alleged inequities between DREAM and other
after-school programs.

District Response
The District will establish a formal, written policy
to void stale outstanding checks. Such policy will
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establish scheduled aging dates with specified
required action.
At a minimum, checks
outstanding over the established time period will
be voided and reissued as needed.

coding of expenditures. Expenditures reviewed
appeared to be properly coded.

Status

Recommendation Z

The Business Procedures Manual includes a
stale check policy, effective January 12, 2011,
that states no check issued by the District shall
be payable unless presented for payment at the
bank within 90 days of issue date. Further, policy
requires any check older than 90 days be
submitted to Accounts Payable department for
reissuance, if applicable.

To reduce the risk of misappropriation of assets
and potential waste and abuse of funds, the
Board should, in conjunction with Administrative
staff, continue to practice sound internal control
policies, comply with applicable Code and IRS
regulations, and monitor all accounting phases
for adherence to established controls and
procedures.

Internal Control Deficiencies

In addition, the Board should increase and
maintain its knowledge and awareness of fiscal
oversight, accountability, and fiduciary
responsibilities. District management and the
Board should strive to demonstrate to personnel
the necessity of standards and fiscal prudence.

Manual Checks
Recommendation X
The District should implement a manual check
policy and not issue manual payroll checks.

District Response

District Response

To reduce the risk of misappropriation of assets
and potential waste and abuse of funds, the
Board will, in conjunction with administrative staff,
continue to practice sound internal control
policies, comply with applicable Code and IRS
regulations, and monitor all accounting phases
for adherence to established controls and
procedures.

The District will establish a procedure for the
issuance of manual payroll checks. The new procedure will be presented at the January 12, 2011
Board meeting.
Status
District did not provide documentation that a
procedure for the issuance of manual checks was
established nor did District personnel indicate
manual payroll checks would no longer be
issued.

In addition, the Board will increase and maintain
its knowledge and awareness of fiscal oversight,
accountability, and fiduciary responsibilities.
Status

Arkansas Financial Accounting Handbook

As indicated in Recommendation N status section
on page 9, DLA staff was unable to determine the
status of corrective actions taken as described in
District response due to time constraints between
release of Report Update and this report.

Recommendation Y
Procedures should be implemented to ensure
consistency in coding District expenditures.

DLA staff recommends District monitor actions to
ensure internal controls are strengthened and in
compliance with applicable Code and IRS
regulations. In addition, District management
should monitor all accounting phases for adherence to established controls and procedures.

District Response
The District will continue to monitor all District
expenditures to ensure proper coding.
Procedures will be implemented to ensure
consistency in coding District expenditures.

Other Matters

Status

Subsequent to presentation of Report Update,
LJAC members requested additional information
regarding District matters.

DLA staff randomly reviewed checks issued in
December 2010 and January 2011 for proper
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2010, which included $427,313 paid to Bequette
& Billingsley Law Firm (Law Firm). This firm
represents District and Board in various
discrimination cases, a civil lawsuit against former
Superintendent James Sharpe, as well as certain
Union-related issues.

Specifically, three matters of interest included
District use of desegregation funds, legal fees
expended for litigation between District Board
and PACT, and purchase of iPads for District
Board and Cabinet members.
At the request of another LJAC member, DLA
staff researched complaint by a vendor regarding
past due payments from the District.
In addition, ADE notified the District, in
September 2010, that two or more indicators of
fiscal distress, at a nonmaterial level, had
been identified and without intervention,
the District could be placed in fiscal
distress, which occurred on March 30,
2011.
Desegregation Funds
Settlement provisions of a 1989 lawsuit
between the state and the three school
districts in Pulaski County require the
state to provide extra funding each year
to these school districts for
desegregation efforts. According to Ark.
Code Ann. § 6-20-210, desegregation
funds are provided to ADE Public School
Fund account from net general revenues
of the state. ADE then disburses the
desegregation funds, through the Public
School Fund, to the applicable school
districts.
District financial records reflected
desegregation fund revenue totaling
$20,499,490 of which District expended
$16,221,517 for the period July 1, 2009
through June 30, 2010, as reflected in
Exhibit I, leaving a balance of
$4,277,973 at June 30, 2010.
At the request of Senator Jimmy
Jeffress, District provided a list of
programs and positions funded by
desegregation revenue as well as other
District uses of these funds for the period
July 1, 2009 through June 30, 2010 as
summarized in Exhibit II.

Representative Mike Burris requested DLA staff
determine the portion of legal fees paid to Law
Firm for litigation between the Board and the
Union.

Exhibit I
Pulaski County Special School District (District)
Desegregation Funds
Sources and Uses of Funds
For the Period July 1, 2009 through June 30, 2010

Amounts
Beginning Balance
Sources of Funds:
State Assistance
Uses of Funds:
Salaries
Employee benefits
Purchased services:
Advertising
Fleet insurance
Legal fees
Maintenance and repairs
Other professional services
Rent
Services purchased
from other LEAs (Note 1)
Travel
Tuition to other LEAs (Note 1) in state
Gasoline
Supplies, books, and materials
Equipment
Heating oil
Dues and fees
Total Uses of Funds

Legal Fees

Ending Balance

Report Update revealed District paid
legal fees totaling $961,329 for the
period July 16, 2009 through October 27,

Note 1: Local Education Agency
Source: District financial records
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$

0
20,499,490
8,297,021
1,755,991
13,803
202,642
343,658
94,565
40,514
5,650
117,400
13,885
3,437,508
1,318,658
492,029
60,262
26,238
1,693
16,221,517

$ 4,277,973

Exhibit II
Pulaski County Special School District (District)
Uses of Desegregation Funds
For the Period July 1, 2009 through June 30, 2010
Description:
After school programs at interdistrict schools and Harris Elementary
Consulting fees to Center for Research in Educational Policy
Coordinator for Multicultural/Pathwise
Dean(s) of Students at local schools
Desegregation and equity-related field trips
Formative Educational Process for School training/stipends
Home School counselors/consultants
Learning Academy intercessors
Legal expenses
Magnet School tuition and fees
Multiage classrooms at seven elementary schools
Pfeifer Camp
Recruitment for interdistrict schools and specialty programs
Saturday School
Secondary in-school suspension programs
Specialty programs at six schools
Specialty themes at interdistrict schools
Stipends for professional development for desegregation and equity-related training
Source: District personnel

According to information provided by Law Firm,
District paid $162,152 for representation
concerning Union-related issues for the period
January 1, 2010 through December 31, 2010.

Board members to determine if iPads were being
used for personal reasons.
Subsequent to DLA IT staff obtaining the iPads,
District iPad User Agreement (Agreement) was
revised to include “ . . . these devices are District
property and subject to audits at any time. A
violation of this agreement could result in loss of
privileges, termination or criminal charges.”

At the March 8, 2011 Board meeting, the Board
voted to employ a staff attorney which will save
the District money, according to the
Superintendent, by eliminating the use of outside
counsel for daily attorney needs.

After review of Agreement and discussion with
District Information Technology personnel, DLA
IT staff determined that iPad users were able to
access personal email and plausibly store
personal data. However, security restrictions
prohibit users from downloading applications not
approved by District, limiting most personal use.

iPad Usage by Board and Cabinet Members
At the request of Representative Tiffany Rogers,
DLA Information Technology Staff (DLA IT staff)
obtained District-issued iPads from Cabinet and
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The Director of Purchasing, who was hired in July
2010, indicated past due invoices were an issue
with prior purchasing system of the District, but
the majority of these outstanding invoices had
been paid and a new purchasing system
implemented.

Accounts Payable
Pursuant to request by Senator Bobby Glover,
whose term ended December 31, 2010, DLA staff
researched an issue regarding past due invoices.
DLA staff also reviewed accounts payable
invoices paid during the period December 1,
2010 through January 31, 2011, with the
exception of payments for utilities, debt service,
and reimbursements to employees. Invoices
were examined to determine date of purchase or
service rendered and generate an aging schedule
of invoices illustrated in Exhibit III. In addition to
invoice amounts paid within 30 days or less,
amounts paid more than 30, 60, 90, and 120
days after the invoice date are provided.

The new purchasing system requires the
issuance of a confirming purchase order prior to
the purchase of goods or services, which enables
the Purchasing Department to track outstanding
invoices.
Fiscal Assessment and Accountability Program
The Arkansas Fiscal Assessment and Accountability Program, created by Ark. Code Ann. § 6-20
-1901, requires ADE to identify, assess, and address school districts in fiscal distress.

Of accounts payable invoices totaling
$14,824,270 for the period December 1, 2010
through January 31, 2011, current invoices
totaled $12,116,160 (81.7%), with the remaining
$2,708,110 (18.3%) representing past due
invoices.

As a result of findings disclosed in First Report,
ADE notified the District, in September 2010, that
two or more indicators of fiscal distress, at a
nonmaterial level, had been identified and without
intervention, the District could be placed in fiscal
distress status.

As reflected in Exhibit III, past due invoices
include those paid more than 30, 60, 90, and 120
days after the invoice date totaling $1,440,747,
$344,541, $244,642, and $678,180, respectively.
The past due invoices totaling $678,180 over 120
days old include invoices, totaling $515,480, from
one vendor for textbooks.

On March 30, 2011, ADE notified the District that
it had been identified as a school district in fiscal
distress according to criteria in Ark. Code Ann. §
6-20-1904. According to ADE, the District was
identified as one in fiscal distress because of

Exhibit III
Pulaski County Special School District (District)
Accounts Payable Aging Schedule
For the Period December 1, 2010 through January 31, 2011

Month
December 2010

Total
Accounts Payable

6,771,928

$

720,939

Invoices Over
60 days
90 days

7,787,673
7,036,597

5,344,232

719,808

152,547

190,024

$

14,824,270

$ 12,116,160

$ 1,440,747

$ 344,541

$ 244,642

81.7%

9.7%

2.3%

1.7%

Percent of
Accounts Payable

$

30 days

$

January 2011
Totals (Note 1)

Current
Invoices

$ 191,994

$ 54,618

Note 1: Does not include payments for debt service, utilities, or reimbursements to District personnel
Source: District financial records
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120 days
$

48,194

$

678,180

629,986

4.6%

“material state or federal audit exceptions or
violations.” In addition, this identification of fiscal
distress was based on “acts or violations
determined to jeopardize the fiscal integrity of the
district including without limitations failure to fully
develop and implement adequate corrective
actions for previously identified audit findings and
deficiencies.”

RECOMMENDATIONS
Although District indicated new policies were or
would be implemented in response to Report
Update recommendations, DLA review revealed
policies were not developed regarding all Report
Update recommendations as reflected in
Exhibit
IV.
Further, DLA staff noted
noncompliance with certain of the newly
developed policies.

The State Board of Education (SBE) will determine whether to classify the District as being in
fiscal distress at its meeting scheduled for May 9,
2011. According to ADE, the District may appeal
the classification of fiscal distress to the SBE
within 30 days of notification of this status.

DLA staff again recommends District obtain
reimbursement of:

Ark. Code. Ann. § 6-20-1907 states that no
school district identified by ADE as being in fiscal
distress may incur any debt without prior written
approval from ADE. According to ADE, “any
debt” includes any employment contract, vendor
contract, lease, loan, purchase, or any other
obligation that will increase a district’s financial
obligations, accounts payable, or liabilities.



$4,467 from Superintendent for unallowed
expenses ($2,179) and health and dental
insurance premiums paid on his behalf
($2,288) in conflict with Ark. Code Ann. § 617-1117.



$1,198 from Board member Gwen Williams
for mileage reimbursement overpayments,
improper travel advances, and cellular
telephone services.

Exhibit IV
Pulaski County Special School District (District)
Unresolved Recommendations
As of February 24, 2011

Recommendation

Description

Page
Number

B

District has not developed a policy which requires employees to maintain vehicle
usage records for personal use of District vehicles to comply with IRS regulations.

4

K

Board action concerning acceptance of bid proposals is not clearly denoted in
Board minutes.

8

M

District has not developed a policy regarding gift cards or other cash equivalent
assistance provided to students through the Equity and Pupil Services Department.

9

O

District has not developed a policy regarding employee use of District vehicles for
commuting to work.

9

P

District has not developed policies and procedures to ensure all inventory in the
District Warehouse is accounted for properly. Further, District has not enhanced
security methods to monitor Warehouse activity.

10

X

District has not established procedures for the issuance of manual checks.

13

Source : District records and personnel
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$311 from CTO for unallowed expenses.



$3,884 from employees responsible for
cellular telephone charges not covered in
District’s plan.



$1,564 from District Grant Writer for items
purchased not for District use.



$21,791 from DREAM, a vendor that
provided before and after school programs,
for reimbursement for meals and snacks
supplied by District and whose Director is the
daughter of a District Assistant Superintendent.



information regarding District use of
desegregation funds, legal fees paid pertaining to
Union-related issues, District iPad usage policy,
and past due vendor invoices.
As shown in Exhibit V, the District is due or
potentially due $37,617 from a Board member,
employees, and vendors.
An addendum to Superintendent Charles
Hopson’s contract of $205,000 that authorizes a
salary increase of $37,431 was approved by the
Board in January 2011.
District did not obtain reimbursement from CTO
nor provide explanation for $311 identified as
unallowed expenses; therefore, this amount
remains due District.

$978 from China Travel Services and $3,424
from UCACI for reimbursement of travel
expenses.

District retained an attorney to assist in collecting
$1,223 from Board member Gwen Williams for
cellular telephone services, unallowable mileage,
gratuities, parking, and travel advances incurred
from March 1, 2009 through July 31, 2010.

In addition, DLA staff again recommends District
develop and implement policies:


Requiring employees to maintain vehicle
usage records for personal use of District
vehicles to comply with IRS regulations.



Requiring Board minutes clearly denote
Board action taken during meeting.



Regarding gift cards or other cash equivalent
assistance provided to students.



Regarding employee use of District vehicles
for commuting purposes.



Regarding receipt, storage, and distribution of
inventory items to ensure that all inventory is
accounted for properly.



Regarding the issuance of manual checks.

Report Update disclosed that the District Grant
Writer had potentially misused District supplies
totaling $1,221 and DLA staff identified an
additional $343 in questioned supplies. Although
District responded that reimbursement and/or
documentation was required from the Grant
Writer for these supplies, as of report date, no
reimbursement has been made nor further
documentation provided.
District has not determined, nor received
reimbursement from, employees responsible for
cellular telephone charges of $3,884 not covered
in District’s service plan.
DREAM, a vendor that provided before and after
school programs, owes the District $21,791 for
meals and snacks provided by the District. As
disclosed in Report Update, Director of DREAM,
daughter of a District Assistant Superintendent,
agreed, through a consent judgment, to
reimburse this amount. However, no further
payments have been made and the Board voted
to suspend these payments until further notice.

District should also monitor compliance with
established policies and procedures. Further,
District personnel should periodically review new
purchasing system process to ensure District
invoices are paid timely.

CONCLUSION

As of report date, District has not received
reimbursement of $978 and $3,424 from China
Travel Services and UCACI, respectively.

Following presentation of the Report Update on
December 15, 2010, LJAC requested DLA staff
to determine and report corrective measures
District implemented regarding Report Update
recommendations. In addition, LJAC requested

Unresolved Report Update recommendations are
summarized in Exhibit IV on page 17.
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Exhibit V

District received $20.5 million in desegregation
funds of which $16.2 million was expended in the
2009-10 school year. District programs and
positions funded with desegregation revenue as
well as other District uses of these funds are
reflected in Exhibit II on page 15.

Pulaski County Special School District (District)
Amounts Due/Potentially Due the District
As of February 24, 2011

Legal fees pertaining to Union-related issues
totaled $162,152 for the period January 1, 2010
through December 31, 2010.

Title/Vendor
Superintendent
Board member
Chief Technology Officer
Employee(s) (Note 1)
Grant Writer
DREAM (Note 2)
China Travel Services
UCACI (Note 3)

District provided iPads, regulated by District
usage policy, to Board and Cabinet members.
Although iPad users are able to access personal
email and plausibly store personal data, security
restrictions prohibit the downloading of
applications not approved by the District, thus
limiting personal use.

Total

Of accounts payable invoices totaling
$14,824,270 for period December 1, 2010
through January 31, 2011, $2,708,110 were over
30 days old reflected in Exhibit III on page 16.

Amounts
Due/Potentially
Due District
$

4,467
1,198
311
3,884
1,564
21,791
978
3,424

$

37,617

Note 1: Cellular telephone charges not covered in
District's plan
Note 2: Dedicating Resources to Excel All Minds
Note 3: University of Central Arkansas Confucius
Institute

In September 2010, ADE notified the District that
two or more indicators of fiscal distress, at a
nonmaterial level, had been identified and without
intervention, the District could be placed in fiscal
distress status.

Source: District financial records

Response to the report provided by the
Superintendent and Board President is presented
in the Appendix on pages A-1 through A-4.

On March 30, 2011, ADE notified the District that
it had been identified as a school district in fiscal
distress according to criteria in Ark. Code Ann.
§ 6-20-1904. According to ADE, the District may
not incur any debts without prior written approval
from ADE.

This report has been forwarded to Sixth Judicial
District Prosecuting Attorney, Arkansas Department of Education, and Arkansas Governmental
Bonding Board.
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APPENDIX
Pulaski County Special School District
Response to Report
Dr. Charles Hopson, Superintendent
Mr. Bill Vasquez, Board President
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Pulaski County Special School District
Response to Report
Dr. Charles Hopson - Superintendent
Mr. Bill Vasquez - Board President
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For a copy of this report as well as the First Report and Report Update
visit Division of Legislative Audit Website at
www.arklegaudit.gov
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I.

Introduction
Navigant was engaged by the Office of Attorney General for the State of Arkansas
(“AG”) to provide forensic accounting and other related services in connection with
desegregation funding (“Desegregation Funding” or the “Funding”) provided by the
Arkansas Department of Education (“ADE”) to the three Pulaski County school
districts (collectively referred to as the “School Districts”)—Pulaski County Special
School District (the “PCSSD”), North Little Rock School District (the “NLRSD”)
and Little Rock School District (the “LRSD”). 1
Specifically, Navigant was engaged to perform a financial and operational forensic
analysis of the budget and expenditure patterns of the School Districts to determine
how the Funding has been historically expended and identify areas where cost
savings can be achieved. Navigant was also requested to identify any areas or
incidents of weakness in internal controls, and policies and procedures that may have
allowed fraud, waste, mismanagement or abuse of the Funding to have occurred.
Additionally, Navigant was engaged to perform an impact analysis to serve as the
underlying rationale for any proposed wind down of the Desegregation Funding to
ensure that the reduction in Funding will not have an adverse impact on the
academic and fiscal integrity and standards of the School Districts.
This report serves as a preliminary report of the analyses and interviews Navigant
has performed to date in connection with the PCSSD and addresses the processes
and internal controls at the ADE. 2

II.

Executive Summary
A. Overview
In accordance with the AG’s request, Navigant focused its forensic analysis on
the PCSSD’s financial records in connection with the Funding for fiscal years
2006-2010 and fiscal year (“FY”) 2011 to date. 3 The objective was to assess the
accuracy and completeness of the PCSSD’s accounting of the Funding and the
extent that the expenditures incurred for desegregation purposes can be
identified and vouched to supporting documentation.

1

In 1989, the State of Arkansas entered into the Pulaski County School Desegregation Case Settlement Agreement
(“Settlement Agreement”) with the School Districts in which the State was required to provide additional funding
currently totaling approximately $60-70 million annually to the School Districts to implement and fund student
desegregation programs. There were subsequent modifications and updates to the Settlement Agreement issued by
the court including Plan 2000 and an agreement between LRSD and the ADE executed on March 19, 2001.
2

Navigant will also analyze the budget and expenditure patterns of the other school districts in Pulaski County,
which are LRSD and NLRSD.
3

The ADE’s and the School Districts’ FY begins on July 1. For FY 2011, Navigant reviewed transactions recorded
in the Arkansas Public School Computer Network (“APSCN”) through December 7, 2010.
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Mr. Scott Richardson, Assistant Attorney General of the AG, was the primary
point of contact to assist Navigant by providing appropriate documentation,
access to representatives from the ADE and the PCSSD and other information
Navigant required performing its analysis.
Navigant conducted 16 interviews of representatives from the PCSSD and the
ADE. Navigant obtained Funding documentation from the ADE and obtained
access to APSCN, the online accounting and reporting application used by most
school districts in Arkansas. 4
The ADE created specific codes for the School Districts to utilize and properly
record the Funding in APSCN for tracking purposes. These include a
combination of Source of Fund and the associated Revenue Account codes as
follows:
Source of Fund Code and Description
386 Pulaski County Magnet School Revenue
387 Majority to Minority ("M-to-M")
Revenue
387 Teacher Retirement &
Insurance Court Settlement

Related Revenue Account(s)
32800 and 32808 - 32811
32812

388 Magnet & M-to-M Transportation

32813

32814

The ADE informed Navigant that the Revenue Account codes related to the
Funding begins with “328.”
B. Summary of Preliminary Findings
1. Recording of Funding and Related Expenditure
The chart on the following page summarizes the Desegregation Funding and
related expenditures and outflows recorded by the PCSSD:

4

Navigant was informed by the ADE that LRSD does not utilize APSCN for accounting and reporting. For
further details on the procedures performed by Navigant to date, see section V of this report.
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(in millions)
Recorded by the PCSSD in APSCN
ADE Desegregation Funding
Additional Magnet Review Committee5 Revenue
(funded by the School Districts)
Specific Expenditures related to Desegregation Purposes
Remaining Desegregation Funding

FY 2006 - FY 2011
$105.9

Transfers to Non-Desegregation General Unrestricted Accounts
Balance – Unaccounted Use of Desegregation Funding

0.7
(61.5)
45.1
($35.0)
$10.1

a. Funding from the ADE
Only approximately 63% of the $105.9 million Funding for FY 2006 to
December 2010 from the ADE was properly recorded by the PCSSD with
the ADE designated desegregation Source of Fund and related Revenue
Account codes in APSCN. The remaining approximately 37% of the
Funding was recorded in APSCN, however, without the ADE designated
desegregation Source of Fund and related Revenue Account codes.
b. Expenditures and Other Outflows Recorded in APSCN
There were specific expenditures tied to desegregation purposes totaling
$61.5 million and transfers to non-desegregation general unrestricted
accounts totaling $35 million recorded in known desegregation Source of
Fund codes.
i.

Appears related to desegregation purposes
Approximately 58% ($61.5 million) of the use of the Funding
recorded appears to relate to specific expenditures tied to
desegregation purposes.

5

The Magnet Review Committee (“MRC”) was established by the court in connection with the Settlement
Agreement to provide certain monitoring and oversight responsibilities with respect to the Magnet School Funding
for the School Districts. The ADE is ordered by the court to annually fund $92,500 to the MRC to pay for MRC
expenditures; accordingly, the ADE prepares a check payable annually for $92,500 to the MRC, but it is deposited
by the PCSSD in its bank account and in APSCN accounting records in Source of Fund code 2014 (Magnet
Review) for FY 2006 and FY 2007 and then subsequently in Source of Fund code 386 for FY 2008 to FY 2011.
The MRC submits documentation related to expenses incurred to the PCSSD for reimbursement.

Navigant noted that additional funding for the MRC totaling $675,138 was recorded by the PCSSD in APSCN for
FY 2006 to FY 2011. This additional funding was not funded by the ADE and it appears to be additional MRC
funding provided by the PCSSD and the other School Districts. Additionally, the $0.7 million noted in the chart
does not include this additional $675,138 funding by the School Districts. The $0.7 million only relates to the
$92,500 annual Funding by the ADE for the MRC.
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ii.

Does not appear related to desegregation purposes
a) Approximately 33% ($35 million) of the use of the Funding
recorded appears to relate to transfers to non-desegregation general
unrestricted accounts. Therefore it is unclear as to whether these
funds were expended for desegregation purposes.
b) The remaining approximately 9% ($10.1 million) of the Funding
was not accounted for as a specific expenditure or transfer.
Therefore, this remaining amount does not appear to be expended for
desegregation purposes.
Accordingly, the remaining Desegregation Funding of $45.1 million
($35 million and $10.1 million) described above does not appear to be
utilized by PCSSD for its intended purpose.

2. ADE personnel advised that it does not track the use of the Funding it remits
to the School Districts or perform any oversight to ensure that the Funding is
being used for its intended purposes.
3. There appears to be poor tone at the top and a high degree of nepotism
demonstrated by the Superintendent, Board Members and senior level
employees, particularly in the hiring of consultants.
In general, there is a lack of documented policies and procedures provided to
new and existing employees for guidance, proper segregation of duties and
accountability. Specifically with respect to Desegregation Funding, there are
no policies and procedures and controls in place at either the ADE or the
PCSSD to address the appropriate tracking of the receipt and expenditure
related to the Funding.
4. Various departments have the ability to add or modify records in the vendor
master list, a material internal control weakness that could result in
misappropriation of funds involving the use of fictitious vendors.
5. There is potential for the misappropriation of PCSSD funds or goods by the
Maintenance, Transportation and Food Service departments.
III.

Details of Preliminary Analyses Performed by Navigant
A. Analysis of Desegregation Funding
1. The ADE
Navigant obtained and analyzed a schedule of the Funding payments made by
the ADE to the PCSSD. Navigant traced these payments to verify the receipt
of the Funding by the PCSSD.
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ADE personnel stated that they do not track the use of the Funding remitted
to the School Districts or perform any oversight function in connection with
the Funding, such as to ensure that the School Districts are accounting for the
Funding in the desegregation Source of Fund codes and that the Funding is
used for its intended purpose. The ADE stated that they do not independently
verify the accuracy and justification of the desegregation transportation
expense reimbursement requests submitted by the School Districts. The ADE
also does not verify that the Funding is recorded by the School Districts in
APSCN in its designated desegregation Source of Fund or Revenue Account
codes.
2. The PCSSD
The PCSSD utilized the accounting software FinancePlus to maintain its books
and records through June 30, 2010. The PCSSD went “live” in APSCN
beginning on July 1, 2010 and therefore records and prepares accounting
entries directly in APSCN for FY 2011. PCSSD representatives stated that its
accounting records prior to July 1, 2010 in FinancePlus were migrated to
APSCN. 6
Navigant’s review of Funding records provided by the ADE and in APSCN 7
noted that the ADE allocated approximately $124.7 million to the PCSSD, of
which approximately $105.9 million was paid directly to the PCSSD, as
summarized in the following chart: 8
ADE Desegregation Funding to the PCSSD
FY 2006 to FY 2011
(in millions)
Funding Category
Magnet School Funding
Health Insurance & Teacher Retirement
M-to-M Revenue
Magnet & M-to-M Transportation
Magnet Review Committee
Total ADE Funding, FY 2006 to FY 2011 (Oct.)

Amount
$18.8
$31.2
$56.8
$17.3
$0.6
$124.7

6

The PCSSD’s information technology (“IT”) personnel and SunGard, a consultant hired by PCSSD, were
involved in the migration of the data from FinancePlus to APSCN. The PCSSD Budget Coordinator stated that
she only performed manual crosschecks of the migrated budget information for FY 2010 and did not review or
verify the integrity or accuracy of the data migrated to APSCN for other years. Navigant did not perform a forensic
analysis to confirm that the data was migrated properly, accurately and completely.

7

Funding records received from the ADE were for payments recorded as of October 25, 2010. Navigant analyzed
Funding transactions recorded in APSCN for FY 2006 through current FY 2011 (December 7, 2010).

8

A summary of the ADE Desegregation Funding and related expenditures by FY recorded by the PCSSD in
APSCN is annexed hereto in Appendix A. PCSSD representatives stated that the PCSSD does not receive any
funding in connection with desegregation programs from Federal sources.
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The Magnet School Funding for the School Districts is calculated by the ADE
and the portions allocated to the PCSSD and the NLRSD are sent directly to the
LRSD because the six Stipulation Magnet Schools are in the LRSD. 9
Accordingly, the Magnet School Funding allocated to the PCSSD totaling
approximately $18.8 million is not recorded in the PCSSD’s APSCN accounting
records. 10 Therefore, excluding this $18.8 million from the total Funding of
approximately $124.7 million, Navigant traced and analyzed $105.9 million of
ADE Funding in the PCSSD’s APSCN accounting records.
Navigant noted that the PCSSD’s receipt of the $105.9 million Funding was not
always recorded properly with the ADE designated desegregation Source of
Fund and related Revenue Account codes in APSCN. Some of the Funding was
initially recorded by the PCSSD in a general unrestricted fund and then
subsequently reclassified at the end of, or after, the FY end. Navigant’s analysis
revealed that of the $105.9 million that the ADE paid to the PCSSD for FY 2006
to FY 2011, the PCSSD APSCN accounting records reflect only approximately
$66.9 million, or 63%, 11 in the appropriate combination of Source of Fund and
the associated Revenue Account codes established by the ADE to record the
Funding, as noted in the following chart:
Summary of Funding Currently Reflected in APSCN (in millions)
FY 2006 to FY 2011

Revenue Account
code

Source of Fund code
NonDesegregation- DesegregationRelated
Related
Desegregation$66.9
$27.5
Related
NonDesegregationRelated

$ -

$11.5

$66.9
63%

$39.0
37%

$ 105.9
100%

9

The six Stipulation Magnet Schools in LRSD are Parkview High, Mann Middle, Williams Elementary, Carver
Elementary, Gibbs Elementary and Booker Elementary.

10

Navigant will review the total Magnet School Funding during its analysis of the LRSD.

11

Of the $105.9 million the ADE paid to the PCSSD, only approximately $62.2 million, or 59%, was initially
recorded by the PCSSD in APSCN with the desegregation Source of Fund and Revenue Account codes.
Subsequent reclassifications made by the PCSSD in APSCN resulted in approximately $66.9 million, or 63%, of the
Funding recorded properly with the desegregation Source of Fund and Revenue Account codes, as noted in the
chart.
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Although Navigant was able to identify the Funding that was recorded in
APSCN with only the appropriate desegregation Source of Fund or Revenue
Account code, this accounting error results in a lack of reporting transparency
and commingling and inaccurate reporting of Desegregation Funding.
Accordingly, Desegregation Funding recorded in APSCN without both the
appropriate desegregation Source of Fund and related Revenue Account codes
are commingled with, and are not apparently distinguishable from, unrestricted
revenue funds recorded in APSCN by the PCSSD.
Furthermore, Navigant’s analysis revealed that the PCSSD’s recording of the
receipt of the Funding improved over time. For example, for FY 2010, 100% of
the Funding received by PCSSD was recorded with the appropriate
desegregation codes, which was in contrast to FY 2006 where the entire Funding
received by PCSSD was improperly recorded in APSCN with an unrestricted
general operating fund code. Although by FY 2010, 100% of the Funding was
recorded with the appropriate desegregation code, it appears that this coincided
with the PCSSD’s migration of its accounting records in FinancePlus to APSCN,
and the PCSSD directly reporting in APSCN in real time beginning on July 1,
2010. Accordingly, based on the trends in the following chart, it is highly
probable that the PCSSD also commingled and inappropriately recorded the
Funding in the fiscal years prior to FY 2006:
% Recorded in Source of Fund With

FY 2006
FY 2007
FY 2008
FY 2009
FY 2010
FY 2011

Desegregation
Code
0%
60%
73%
67%
100%
100%

General Operating
Fund Code
100%
40%
27%
33%
0%
0%

B. Analysis of Expenditures Related to Desegregation Funding
Navigant’s analysis revealed that expenditures recorded by the PCSSD did not
appear to correspond to the respective Desegregation Source of Fund codes
used to record the Funding. PCSSD representatives stated that expenditures
related to desegregation purposes were recorded to Source of Fund Code 900. 12
PCSSD representatives also stated that beginning in FY 2010, Source of Fund
Code 900 was no longer used to record desegregation related expenditures;
instead, such expenditures were required by APSCN to be recorded to the
related Source of Fund codes that were used to record the receipt of the
12

Desegregation expenditures related to salaries were recorded to 1900 and operations were recorded to 2900 until
FY 2010. The Source of Fund Code 900 did not distinguish among the different types of Desegregation Funding.
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corresponding Funding (i.e. 386, 387 and 388). 13 The following chart
summarizes the expenditures related to desegregation purposes as recorded by
the PCSSD in APSCN: 14
PCSSD Expenditures Related to Desegregation Recorded by PCSSD
FY 2006 to FY 2011
(in millions)
Amount in Specific Expenditure Accounts
Transfers to Non-Desegregation General Unrestricted
Account(s)
Total Outflows Recorded in Desegregation Accounts

Amount
$61.5
$35.0
$96.5

As noted in the chart above, approximately $61.5 million recorded with
desegregation Source of Fund codes appear to relate to specific expenditures.
Other expenditures recorded in these desegregation Source of Fund codes in
APSCN were in lump sum 15 amounts totaling approximately $35 million and
were adjustments made at the respective FY ends. These lump sum amounts
were recorded with either Expenditure Account code #69310 “To Salary Fund”
or #69320 “To Operating Fund.” 16 It appears that the purpose of these lump
sum journal entries was to increase the total expenditures in the desegregation
Source of Funds at the end of the FY, which in effect increased the available
funds to be used in non-desegregation general unrestricted salary and operating
fund accounts.
PCSSD representatives stated that the intent of these journal entries is to
reclassify amounts to a non-desegregation general unrestricted fund, whereby it is
no longer possible to track whether these amounts are expended for
desegregation purposes. 17 Accordingly, these reclassified amounts lose its

13

The PCSSD representatives stated that beginning in FY 2010, expenditures recorded in Source of Fund codes
1900 and 2900 had to be reversed to the specific Desegregation Source of Fund codes established by the ADE (i.e.
386, 387 and 388); otherwise APSCN will not allow the PCSSD to proceed with the fiscal year-end financial
reporting close process.
14

See the summary of the ADE Desegregation Funding and related expenditures by FY recorded by the PCSSD in
APSCN in Appendix A.

15

These lump sum amounts totaling $35 million do not appear to represent individual expenditures and consist of
a total of five journal entries during FY 2007 to FY 2009.

16

The PCSSD’s Business Procedures Manual noted that these Expenditure Accounts are part of the series “Code
69300 Fund Transfers (Permanent),” which are used to record transfers to another fund.

17

The PCSSD employees did not refute that the effect of transferring to a non-desegregation general unrestricted
fund equates to moving excess funds to a “slush fund.”
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restricted purpose identity and can no longer be properly matched with related
desegregation expenditures.
The following chart summarizes the Desegregation Funding and the related
expenditures recorded in APSCN that Navigant identified:
Desegregation Funding and Expenditures Recorded by the PCSSD
FY 2006 to FY 2011 (in millions)
Amount
Percent
ADE Desegregation Funding
$105.9
Magnet Review Committee Revenue
0.7
(funded by the School Districts) 18
Total Desegregation Funding in APSCN
$106.6
100%
Less: Amount in Specific Expenditure Accounts
(61.5)
58%
Remaining Desegregation Funding
$45.1
42%
As noted in the chart above, only approximately $61.5 million of desegregation
expenditures were recorded to specific Expenditure Accounts, or 58% of the
Funding were spent and recorded. The remaining Desegregation Funding of
$45.1 million appears to represent the amount that the PCSSD did not spend for
its intended purpose. Accordingly, it does not appear that the PCSSD has a
process to track the disposition of any remaining Funding balance at the end of
each FY. 19 For example, in FY 2006, Funding totaled approximately $19.3
million and recorded expenditures were $10.6 million, resulting in a remaining
Desegregation Funding balance of $8.7 million. 20
C. Other Preliminary Findings and Observations
During Navigant’s interviews of representatives from the PCSSD and the ADE,
numerous issues and concerns were expressed regarding potential misconduct,
misappropriation of PCSSD assets and significant internal control weaknesses.
In response to these issues and Navigant’s preliminary assessment of the
PCSSD’s financial and operational internal control environment, Navigant
prepared a preliminary list of recommendations in section VI of this report. 21

18

Navigant noted that additional funding for the MRC totaling $675,138 was recorded by the PCSSD in APSCN
for FY 2006 to FY 2011. This additional funding was not funded by the ADE and it appears to be additional MRC
funding provided by the PCSSD and the other School Districts.
19

The PCSSD CFO stated that a Program code in APSCN should be created to account for the Funding surplus.

20

See the summary of the ADE Desegregation Funding and related expenditures by FY recorded by the PCSSD in
APSCN annexed hereto in Appendix A.

21

See summary matrix of potential issues and observations prepared by Navigant annexed hereto in Appendix B.
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1. High Degree of Nepotism
PCSSD representatives stated that there is a high degree of nepotism engaged
in by the current PCSSD Superintendent, members of PCSSD board (“Board
Member,” or collectively, the “Board”) and senior level employees.
a. Hiring of Employees and Consultants
The PCSSD Chief Financial Officer (“CFO”) stated that there are no
written policies and procedures regarding the hiring of consultants. She
explained to Navigant that typically before a consultant is hired the
following unwritten procedures are followed:
• Verify budgeted funds are available
• Obtain details of consultant services
• Review of contracts by the PCSSD attorney
• Obtain approval from supervisor of division where consultant
will provide services
• Obtain approval of the Superintendent
• Obtain approval by the Board
The above procedures notwithstanding, it appears that the Superintendent
can and has in fact overridden these procedures. PCSSD employees
stated that the Superintendent has been able to place his friends as
consultants in departments where there does not appear to be a need.
PCSSD representatives interviewed by Navigant stated that there are
numerous instances of friends and former associates of the
Superintendent, the Board and senior level employees being hired as
employees or consultants with the PCSSD. These PCSSD representatives
also stated that these employees and consultants may not have the
requisite knowledge and experience for their hired roles, 22 and may be
paid above the PCSSD’s established salary rate schedule.

22

A PCSSD employee stated that consultants hired by the PCSSD are required to have a minimum of ten years of
related experience in the services provided to the PCSSD, however, it is not clear whether this requirement is
documented.
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The following individuals were initially hired as consultants and are
currently full-time employees of the PCSSD:
• Director of IT 23
• Maintenance Support Services 24
The following individuals were hired as and still are employed as
consultants at the PCSSD:
• Temporary Accountant in PCSSD’s Accounting department 25
• Consultant in PCSSD’s Human Resource department 26

23

Navigant was informed that the Director of IT worked with the Superintendent when they were both colleagues
in Oregon. At the time that the Director of IT was hired as a consultant in the PCSSD’s IT department, he was still
living in Oregon. It is not clear whether the PCSSD paid for his air travel expenses. Navigant was also informed
that the wife of the Director of IT is employed as a teacher in the PCSSD.
24

Navigant was informed that the Maintenance Support Services employee, a retired Air Force Colonel, was
referred to the PCSSD as a consultant in the Maintenance department by the Superintendent. The Maintenance
Support Services employee became a consultant to the PCSSD around June 2010 while he was still living in South
Carolina where he was also employed in another position in the private sector. Navigant was also informed that the
PCSSD paid for his flights to and from South Carolina/Arkansas.
A PCSSD employee provided Navigant with a consulting invoice submitted by the Maintenance Support Services
employee to the PCSSD in connection with consulting services he provided during October 1, 2010 to November
7, 2010 totaling $18,908.24, which represent consulting services for 26 days at a daily rate of $727.24.
25

Navigant was informed that the Temporary Accountant, a friend of the Assistant Superintendent for Equity and
Pupil Services, was hired as a temporary accountant to fill the role of a PCSSD accountant who was reassigned to
another role in the Accounting department. Navigant was also informed that temporary accountants are usually
recruited from a temp agency and the Temporary Accountant’s hiring was due to a referral from the Assistant
Superintendent for Equity and Pupil Services.

26

Navigant was informed that the Human Resources Consultant, a friend of the Superintendent, was hired as a
consultant in the PCSSD’s Human Resources department in July 2010. Navigant was also informed that it appeared
that the Human Resources department was adequately staffed and did not need the services of a consultant.

A PCSSD employee provided Navigant with documentation related to the PCSSD payments of consulting invoices
submitted by the Human Resources Consultant to the PCSSD in connection with consulting services he provided
during July 21, 2010 to October 29, 2010 totaling $43,800 and $2,772 for mileage.
A copy of the Human Resources Consultant’s contract was provided to Navigant, which noted a fixed term of six
months (July 21, 2010 to December 21, 2010) at an hourly rate of $100 for six hour work days. Navigant estimated
that on an annualized basis, at an hourly rate of $100 for six hour work days, this consultant contract can cost
approximately $156,000 (52 weeks x 5 days x 6 hours x $100). Furthermore, Navigant noted that the Human
Resources Consultant’s contract was signed by him and the Superintendent. Currently, it is unknown whether the
Board approved this consultant contract, and if so what documentation is available to denote Board approval.
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PCSSD employees also informed Navigant that other recent consultants
hired to provide services to the PCSSD include the following:
• President of Performance Fact, hired by the Board to develop a
long term strategic operating plan (approximate fee of $200,000)
• A diversity training consultant (approximate fee of $300,000)
b. Travel Advances and Reconciliation of Travel Expenses
i.

Travel Advances
The Board voted in June 2010 to discontinue the practice of
permitting the issuance of travel advances to Board Members, the
Superintendent and employees who travel to out of town conferences
or for other business matters for the PCSSD. 27
In spite of this new policy, the Superintendent still submits travel
advance requests to the Accounts Payable department and they
continue to be processed and paid. Navigant was informed by
PCSSD employees that as recent as late November 2010, the
Superintendent submitted a check request in connection with a trip
to China to attend an education conference. PCSSD Accounts
Payable personnel stated that the travel advances requested by the
Board and the Superintendent typically require immediate processing.
Navigant noted that PCSSD Check Request Form B-104 requires
numerous signatures including the Principal/Supervisor/Director,
the Assistant Superintendent of Division and the Assistant
PCSSD Accounts Payable
Superintendent-Business Affairs. 28
personnel also stated that they feel uncomfortable voicing their
concerns because these check requests are initiated by the Board, the
Superintendent and other high level employees. Although the CFO
is aware of the new policy, she continues to allow travel advance
requests to be processed and paid as denoted by her signature on the
check request form. PCSSD employees believe that the CFO also
feels pressured by the Board to continue to allow travel advances
even though it is apparent that travel advances should no longer be
provided to Board Members or employees.

27

These travel advances are used to reimburse for expenses incurred prior to the trip (i.e. conference registration
fees and airfare) and to pay for anticipated expenses (i.e. lodging and meal expenses).

28

Navigant noted that Assistant Superintendent-Business Affairs is the PCSSD CFO.
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ii.

Reconciliation of Travel Expenses
Accounts Payable personnel stated that when the Board Member, the
Superintendent or employee returns from a trip, they should timely
submit to the Accounting department an expense report with the
related receipts and other supporting documentation and return any
unused portion of the travel advance.29 Accounts Payable personnel
also stated that because there is no process in place to require
Accounting department personnel to keep track of travel advances
issued or follow up with individuals who received travel advances
upon their return from the trip, it is based on the “honor system” in
which the Accounting department relies on the individuals to timely
submit their related travel expense report upon their return. Only
when an expense report is submitted will Accounting department
personnel be prompted to review the expenses incurred for
appropriateness and proper supporting documentation, and to
reconcile to the travel advance issued.
Therefore based on this current practice it is possible that there are
travel advances issued for which the related expense report have not
been submitted and properly reconciled to determine any unused
portion of the travel advance that should be refunded to the PCSSD.

2. Lack of Operating Policies and Procedures
Based on Navigant’s interviews, PCSSD Accounting department personnel
conceded that there are no written operating policies and procedures related
to the accounting, utilization and processing of Desegregation Funding.
When Navigant interviewed Business Affairs Division personnel about the
budgeting and use of the Funding, Navigant was frequently referred to the
Assistant Superintendant for Equity and Pupil Services and the Director of
Transportation for explanations because they believed they were the only two
employees who were familiar and primarily involved with the use of the
Funding.
Although the PCSSD developed a Business Procedures Manual effective July
15, 2009, many PCSSD employees interviewed were not aware of this
resource.
The following section describes the lack of policy and procedures in
connection with accounting for the Funding and other functions based on the
interviews conducted by Navigant to date:
29

Accounts Payable personnel stated that any unused portion of the travel advance is typically refunded by a
personal check issued by the individual who received the travel advance. The check is sent to the Accounting
department for deposit to the PCSSD’s bank account, however, Accounts Payable personnel stated that they are not
involved with any reconciliations or processing refunds of travel advances after they issue them.
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a. Accounting for Desegregation Funding and Related Expenditures
PCSSD Accounting department personnel explained that they typically
become aware of the receipt of the Funding sent by wire transfer from the
ADE when they see the related deposit reflected in the PCSSD’s bank
account statement. Accounting department personnel would then locate
the remittance documentation sent by the ADE that corresponds to the
purpose of the deposit. Sometimes the remittance documentation is
received by the PCSSD prior to the deposit to notify accounting
personnel about the incoming deposit. Accounting personnel update
APSCN to reflect the deposit and the related information on the
remittance documentation.
PCSSD Accounting personnel stated that they do not have discretion on
how the Funding should be utilized. They only record related
expenditures if documents reference Source of Fund code 1900 and
2900. 30 Accounting personnel also stated they were not timely informed
by the PCSSD Budget Coordinator 31 who was aware of the ADE
established specific desegregation Source of Fund codes (i.e. 386, 387 and
388) in the Arkansas Financial Accounting Handbook for Arkansas Public
Schools, 32 which is utilized by the school districts to record activity related
to the Funding. Accordingly, accounting personnel continued to use
Source of Fund code 1900 and 2900 to record expenses related to
desegregation purposes, however, this code does not distinguish and
properly allocate the expenditures among the different related Funding
categories.
b. Use of Funding for Desegregation Programs
The Assistant Superintendant for Equity and Pupil Services is the
primary PCSSD employee with the discretionary authority to determine
the use of the Funding. She is the Principal/Division Head approval
signer in connection with payment of expenditures with the Funding.
Therefore, this practice appears to permit the Assistant Superintendant
for Equity and Pupil Services to unilaterally decide how the Funding is
used. There are no Accounting personnel or anyone from other
30

Per PCSSD employees, Source of Fund codes 1900 and 2900 have historically been used to record all
desegregation related expenditures. These codes are no longer used by the PCSSD since it began to report live in
APSCN on July 1, 2010.

31

Navigant was informed that the PCSSD Budget Coordinator is not familiar with the different categories of
Funding and therefore would not be aware of the proper use of the related desegregation codes established by the
ADE.

32

This handbook was issued by the ADE to assist educational agencies in collecting, recording and reporting
information about its operations and includes a chart of account codes to be utilized for consistency and
comparability.
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departments who understand or are involved in the decision-making
regarding how the Funding should be utilized. Accordingly, there is no
proper oversight or checks and balances regarding how the Funding is
utilized. Additionally, no one else can independently assess whether the
Funding was expended properly and for its intended desegregation
purpose. 33
c. Desegregation Transportation Operating Expenditure Reimbursement
The School Districts receive desegregation Funding from the ADE
related to operating expenditures incurred in connection with PCSSD’s
transportation of its Magnet and M-to-M students. 34 The School
Districts are required to calculate and prepare a transportation
expenditure reimbursement request to the ADE. 35 PCSSD’s Director of
Transportation is the only individual who is involved in the collection of
data and the preparation of this reimbursement calculation.
The calculation involves allocating a percentage of transportation
expenses that are recorded in the general operating fund. 36 PCSSD
Accounting personnel conceded that they do not understand how the
Magnet and M-to-M transportation reimbursement amount is calculated
nor does anyone else in the PCSSD. Accordingly, there is no proper
oversight or checks and balances to ensure that the reimbursement
request is proper, accurate and complete.
The ADE stated that they do not perform any verification or audit to
confirm the validity of the reimbursement amounts requested by the
School Districts before the ADE makes the payments.

33

For example, the Assistant Superintendant for Equity and Pupil Services determines which teachers’ salaries are
paid from the Funding.

34

The desegregation transportation expense reimbursement that is paid by the ADE is referred to as desegregation
Source of Fund code 388.

35

Operating expenses include bus driver salaries, maintenance of buses and overhead. Navigant performed a
preliminary review of a sample of transportation expense reimbursement requests from the School Districts and
noted that it appears each School District utilized a different methodology to calculate their respective
reimbursement amounts and there was no consistency in the supporting documentation submitted.

36

Navigant learned that there is a degree of subjectivity involved in preparing the reimbursement amount as it
involves estimates and assumptions. Because some transportation expenditure categories cannot be directly
attributed to transportation of only Magnet and M-to-M students, PCSSD’s Director of Transportation’s calculation
involves applying a percentage, which is derived from the pro-rata number of school bus routes designated to
transport Magnet and M-to-M students, to certain transportation expenditure categories.
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d. Other Functions
i.

Fuel Purchase for School Buses and Fleet
Navigant learned from its interviews that PCSSD Transportation
department personnel and school bus drivers utilize a credit card
system to purchase petroleum products such as gasoline and diesel
fuel for its fleet including school buses. The PCSSD does not have a
documented policy and procedure in connection with the issuance
and proper use of the cards 37 nor for the review and reconciliation of
the monthly invoice of the purchases. Furthermore, there is a lack of
proper segregation of duties involved in the custody, recording and
reconciliation of the purchases.
PCSSD’s Director of Transportation is primarily involved in
overseeing the credit card system. He is responsible for deactivating
lost cards and issuing temporary spare cards. Furthermore, PCSSD’s
Director of Transportation stated that he and his secretary review the
monthly petroleum products invoices, which average about $40,000,
for reasonableness and to identify any anomalies for follow up. 38 The
Director of Transportation’s purchases of fuel using his card are also
reflected on these invoices. Therefore PCSSD’s Director of
Transportation reviews and approves his own expenses.

ii.

Disposal/Transfer of PCSSD Assets
PCSSD’s Director of Transportation explained that some school
buses and other fleet vehicles that are fully depreciated or nonoperational are either auctioned or sold for scrap metal. He
conceded that there are no written policies and procedures in
connection with the transfer or disposal of fleet vehicles. PCSSD’s
Director of Transportation stated that he is only involved with
making the arrangements to have the vehicle picked up by the
auctioneer (for auction) or by a tow company (to sell for scrap metal).
a) Auction of School Buses
At the sole discretion of PCSSD’s Director of Transportation,
PCSSD school buses can be disposed of when they are retired, at

37

All buses (small and large) run on diesel fuel so the bus drivers’ cards can only be used to purchase diesel. A card
is issued to each bus and requires a PIN to make a purchase. Transportation office personnel (non-bus drivers),
however, have multi-product cards that can purchase both gasoline and diesel fuel.

38

For example, PCSSD’s Director of Transportation stated that a bus fuel tank capacity is 60 gallons, and a driver
who purchased 100 gallons of diesel in one transaction may also be fueling a colleague’s bus whose card
malfunction. In these instances PCSSD’s Director of Transportation will follow up with the drivers to confirm.
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which point they are then removed from the fleet and
auctioned.39 PCSSD’s Director of Transportation initiates the
process by email to the PCSSD Accounting Department
Secretary to inform her which buses will be sent for auction and
request removal from insurance coverage and the fixed asset
listing that is maintained by the Accounting department. He
further stated that the PCSSD Accounting Department Secretary
primarily deals with the auctioneer, and she receives the
settlement report and the check payment, net of auctioneer
commissions. Navigant noted that the Accounting department
does not have any other involvement or oversight responsibilities
in connection with auction of PCSSD fleet vehicles. Navigant
did not review documentation in connection with any payments
from the auctioneer, and it was not confirmed who receives the
proceeds from these sales.
b) Salvaged Bus Shell and Parts
When school buses are not operational, they can be salvaged for
parts to be used on other similar model school buses that still are
operational. 40 PCSSD’s Director of Transportation stated that
after the reusable parts are removed, the remaining bus shell, or
metal frame, and other non-reusable metal components are sold
to a scrap metal company. PCSSD’s Director of Transportation
stated that he believes the scrap metal company issues the check
payable to the PCSSD when scrap metals are sold. 41 PCSSD’s
Director of Transportation also stated that he requests the
PCSSD Accounting Department Secretary to remove fleet
vehicles sold for scrap metal from insurance coverage, and the
fixed asset listing that is maintained by the Accounting
department.
There does not appear to be an established policy and procedure
to document the sale of salvaged fleet vehicles or the spare parts
obtained from its disposal.
It is unclear whether any
departments, other than the Transportation department, keep
39

PCSSD’s Director of Transportation stated, for example, that buses that cost more to repair and maintain than
to purchase are sold by auction. PCSSD’s Director of Transportation also stated that the PCSSD utilizes AAA
Auction Service as its vendor to auction fleet vehicles that are being disposed of and auctioned off. PCSSD’s
Director of Transportation also stated that the average sale values for the auctioned school buses are typically less
than $1,500.
40

PCSSD’s Director of Transportation stated, for example, that some non-operational buses are salvaged in which
reusable parts or sections (i.e. engine components) are used to repair buses that are operational.

41

PCSSD’s Director of Transportation stated that the PCSSD typically receives $410 ($500 less $90 towing fee) for
the sale of a bus shell.
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track of which fleet vehicles are sold as scrap metal. Navigant
noted that the Accounting department does not have any other
involvement or oversight responsibilities in connection with the
scrap metal sales of fleet vehicles. Navigant did not review
documentation in connection with any payments from the scrap
metal company, and it cannot be confirmed who receives the
proceeds from these scrap metal sales.
3. Governance and Tone at the Top
Navigant identified the following preliminary issues related to the tone at the
top and governance at the PCSSD:
a. Board, Superintendent and Senior Level Override
PCSSD employees stated that Board Members, the Superintendent and
senior level employees tend to override or circumvent existing protocols
involved with the Accounts Payable department’s processing of certain
payments. These PCSSD employees also stated that certain Board
Members, the Superintendent and senior level employees still request and
receive travel advances although the Board voted in June 2010 to
discontinue this practice. 42
b. Perceived and Actual Abuse of Power/Position
Accounts Payable personnel stated that Board Members, the
Superintendent and other senior level employees frequently utilize their
position and authority to circumvent certain processes. For example, these
individuals frequently request “emergency” checks to be processed by the
Accounts Payable department in connection with travel advances,
reimbursement of travel expenses and invoice payments to certain vendors
and consultants. Accounts Payable personnel are pressured to process
such requests immediately because in certain instances the requestor would
remain in the Accounts Payable department until the check is issued.
Accordingly, Accounts Payable personnel are intimidated and feel
compelled to process these requests without challenging their authority or
fully reviewing the request. Accounts Payable personnel also stated that
they process approximately three such emergency check requests daily.
Board Members, the Superintendent and other senior level employees also
potentially abuse their position to have the PCSSD hire their friends as
consultants. According to PCSSD employees, they believe that these
consultants lack the requisite experience and knowledge required for their
hired positions and may be overpaid.
42

The most recent travel advance request was in connection with the Superintendent’s trip to China in late
November 2010.
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c. Lack of Channels for Reporting Concerns and Suspicious Behavior
PCSSD employees typically perform the duties similar to their
predecessors in the same roles and are not encouraged to question
suspicious requests or activities. Some PCSSD employees described the
work culture as “don’t ask, don’t tell,” whereby employees are expected to
fulfill their daily job functions and not question authority. 43 There does
not appear to be an appropriate channel in which employees can safely and
anonymously voice their concerns regarding improper practices and
suspicious behavior in the PCSSD.
4. Accounts Payable Department
Accounts Payable department personnel stated that they do not have any
particular procedures in connection with processing expenditures paid with
Desegregation Funding. The Accounts Payable personnel typically record the
payments with the Source of Fund referenced on the payment documentation
by the individual or department requesting the payment.
Accounts Payable personnel process payments by either of the following:
• Check request
• Purchase Order
There are two clerks in the Accounts Payable department that process
payment requests; one is primarily responsible to process check request
payments and the other to process purchase order payments.
a. Payment by Check Requests
Accounts Payable personnel conceded that although check requests
should only be used for payments of amounts up to $500 44 for items such
as employee expense reimbursements and for payment of expenses
related to professional services, these procedures are not frequently
followed.

43

Navigant learned that a staff accountant had expressed concerns to the former PCSSD CFO regarding the
accounting treatment of certain transactions. According to the staff accountant, the former PCSSD CFO dismissed
the concerns and reassigned the staff accountant to work on an unrelated assignment. Subsequently, during the
PCSSD’s annual financial statement audit by its independent auditors, the staff accountant employee informed the
independent auditors regarding her concerns, which resulted in an update to the notes to the financial statement
audit report.

44

This policy was noted in the PCSSD’s Business Procedures Manual, which was noted with an effective date of
July 15, 2009.
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Accounts Payable personnel explained that check requests are
accompanied with a check request form, invoice and/or other supporting
documentation. This documentation is initially submitted to the Budget
Coordinator to verify that there are available funds in the budget code
referenced by the check payment requestor. The request is then approved
by the CFO denoted by her signature on the form and then forwarded to
Accounts Payable personnel to process the request for payment and input
the payment in APSCN.
Check request payments for goods or services purchased by a PCSSD
department or individual are typically submitted to expedite payment and
do not require review by Purchasing department personnel to match the
invoice with any associated approved purchase order. Because check
requests circumvent any oversight by the Purchasing department,
instances of duplicate payments occurred when a check request is
processed simultaneously with a possible purchase order payment for the
same goods and services. 45 A duplicate payment is made because the
Accounts Payable clerk responsible for processing payment on purchase
orders was not aware that a check payment on the same invoice was
previously issued. 46 Navigant was informed by the Director of Purchasing
that there has not been any formal audit conducted to identify these
duplicate payments. Therefore, there may be vendors who received
duplicate payments from the PCSSD that were not detected.
Accounts Payable personnel stated that a majority of the duplicate
payments involve invoices submitted by the Maintenance department.
Check batches are printed twice a week. 47 The checks are printed with the
signature plates of the Superintendent and the Board President. It does
not appear that there are any additional reviews, approvals or
authorizations before the checks are issued.

45

Purchasing department personnel stated that because check payment requests for vendor invoices do not require
a purchase order number, they cannot look up and verify there was a previous payment by purchase number before
the check is issued.

46

A contributing factor to duplicate payments to vendors is that invoices are not always directly sent to the
Accounts Payable department. The department that initiated the purchase can receive the invoice from the vendor
and can subsequently submit the invoice and related supporting documentation to the Accounts Payable
department for payment twice, by check request and another with the associated purchase order. Additionally, the
vendor payment files in the Accounts Payable department are maintained by check number order. Therefore,
previous payments for a vendor are not readily apparent.

47

Accounts Payable personnel stated that check runs usually occur on Tuesdays and Fridays, however, there are
instances where checks are printed three to four times in one day to accommodate urgent check requests. These
urgent check requests usually originate from the Superintendent, Board Members and the Assistant Superintendant
for Equity and Pupil Services.
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Accounts Payable personnel stated that they do not always mail processed
checks directly to vendors or employees. Accounts Payable personnel
also stated that checks to vendors are typically held for pickup if payments
were overdue, or if the vendor needed to deposit the check as soon as
possible. Checks that are not mailed by Accounts Payable personnel and
held for pick up can present an opportunity for misappropriation. 48
Accounting department personnel stated that in October 2010 the Board
approved a policy that purchases more than $500 require the preparation
of a purchase requisition, which is reviewed by the Purchasing department
before an approved purchase order is issued. As a result of the new
purchasing policy, payments by check requests have decrease significantly;
however, this new purchasing policy still appears to be circumvented by
the Superintendent, Board Members and senior level employees.
b. Payments of Purchase Orders
The purchase process begins with a need to purchase goods or services by
an employee. Typically a bookkeeper, secretary or a department
supervisor will submit a purchase requisition in the PCSSD’s online
requisition system. The Purchasing department reviews the purchase
order details such as price and vendor information to determine if it was
properly authorized and appropriate. Purchasing department personnel
stated that, for example, requested goods or services that are estimated to
cost more than $5,000 are required to be accompanied by written quotes
for price comparison or have solicited bids, however, there is no written
policy to document this requirement.
When the goods or services are received, the Accounts Payable clerk
would match the invoice to the purchase order and other related
documentation such as the shipping/receiving documentation to ensure
the validity of the requested payment.
c. Vendor Master List
Navigant’s preliminary observations noted that APSCN, by design default,
either allows full write-access or only read-only access to the vendor
master list. There does not appear to be any consideration on proper
segregation of duties when assigning write-access to certain departments
or employees. Therefore, PCSSD’s process creates an internal control
weakness which could permit an employee to add a fictitious or a related
party vendor to the vendor master list, and then submit fictitious invoices
to the Accounts Payable department for payment.

48

Accounts payable personnel stated that checks issued for employee expense reimbursement are commonly held
for pick up by the employee or their designee.
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Additionally, APSCN does not permit the deletion, deactivation or
suspension of vendors that are no longer used to purchase goods or
services. Navigant noted that there are multiple vendor ID numbers
issued for the same vendor. 49 Therefore, for these inactive vendors or
vendors with multiple vendor IDs, PCSSD employees denote in a field in
the vendor master list with “DO NOT USE.” This, however, will not
prevent an employee from using these vendors for fraudulent purposes
such as to manipulate funds or to erroneously pay vendors. Accounts
Payable personnel stated that there are instances where an employee still
referenced these “DO NOT USE” vendors when requesting payment for
goods or services purchased.
Currently, Accounts Payable personnel can add new vendors and
admitted that they regularly do so. Accounts Payable and Purchasing
personnel conceded that there is no segregation of duties nor written
policies and procedures in connection with adding a new vendor.
Accounts Payable personnel explain that when they process a vendor
invoice, they first perform a query in APSCN to determine whether the
vendor is in APSCN’s vendor file. If the vendor is not in APSCN,
Accounts Payable personnel create a new vendor file using the
information on the invoice (i.e. company name, address, telephone
number). If the vendor’s EIN is not noted on the invoice, it will not
preclude the creation of a new vendor ID. Furthermore, currently there is
no requirement to perform any due diligence vetting procedures on a new
vendor to confirm its identity, existence and other information regarding
the nature of its business and identification of potential related parties.
Additionally, there are no requirements for a completed W-9 to be
submitted before or after a payment has been processed and made to a
new vendor.
5. Procurement
Navigant’s interviews reveal that there are potential risks present in the
Maintenance, Transportation, Food Service, Courier and Warehouse
departments. PCSSD Accounting personnel informed Navigant the following
two procurement methods were discontinued as of July 1, 2010:50

49

For example, two different vendor ID numbers are issued for the same vendor due to a different mailing address
or a slight variation in the spelling of the vendor name, which may be indicative of a fictitious vendor.
50

According to the PCSSD’s CFO, there is a proposed policy before the Board that will require all procurement
requests to be approved by the Director of Purchasing.
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a. Blanket Purchase Orders
The PCSSD previously allowed its departments to procure goods and
services using blanket purchase orders. Blanket purchase orders are
created to be utilized for frequently purchased items or services and
designed to eliminate processing of multiple one-time purchase orders.
Typically, a blanket purchase order allows purchases of goods or services
without any pre-approval at a particular vendor, up to a fixed dollar
amount and over a period of time. PCSSD Accounting personnel stated
that blanket purchase orders were frequently used by the Maintenance,
Transportation, Courier and Food Services departments.
The use of blanket purchase orders may have exposed the PCSSD to
fraud, waste and abuse. For example, a PCSSD employee informed
Navigant that some Maintenance department employees run their own
maintenance business outside of their full-time PCSSD employment, and
therefore some goods purchased using blanket purchase orders may have
been diverted by these Maintenance department personnel for their
personal use in their own businesses.
Typically, the invoice for the related purchase sent by the vendor includes
a reference with the blanket purchase order number, which is then
processed and paid by the Accounts Payable department.
b. MD and TD Purchase Orders
Navigant was informed by Purchasing department personnel that the
PCSSD previously allowed the Maintenance and Transportation
departments to use purchase order forms specifically for their
departments called “MD” (for Maintenance department) and “TD” (for
Transportation department) to expedite the payment of vendor invoices
related to these departments’ purchases. When these departments needed
goods or services, they would initiate the purchases with vendors directly.
Subsequently, these departments would directly receive the goods or
services along with the related invoice and other documentation (i.e.
shipping document). Then department personnel would prepare a
payment request package that consist of a completed MD or TD purchase
order form and the invoice and other related documentation. The MD or
TD purchase order form would include a reference number that is
assigned by the department and the form would be signed by the
department supervisors to denote authorization for the purchases and
approval for payment. This payment request package is then submitted to
the Accounts Payable department for payment processing.
Accordingly, purchases made by the Maintenance and Transportation
departments using the MD and TD purchase order forms lack
appropriate checks and balances because they bypassed any review and
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approval process of the Purchasing and Accounting departments. 51
Furthermore, there is no segregation of duties because the Maintenance
and Transportation departments essentially had the ability to initiate,
authorize and approve payment of its purchases.
c. Vendor Access
During Navigant’s visit to the PCSSD’s administrative offices in early
December 2010, it was determined that the Purchasing department is
currently not the only department to have authorization to change vendor
details. Navigant learned that Accounts Payable personnel and anyone else
with access to vendor information can make changes to vendor record
information.
d. Long Term Vendor Relationships
A PCSSD employee stated that there are certain vendors that have
provided goods and services to the PCSSD for numerous years. Many of
these vendors may have developed a long relationship with certain
employees. These employees can become complacent when dealing with
these vendors. 52 Additionally, there is a potential for employees to enter
into a kickback arrangement with these vendors.
e. Potential Misappropriation in Food Services Department
A PCSSD employee stated that Food Services Department employees may
have ordered additional perishable foods from an outside food vendor that
normally supplies the schools’ lunch menu items. The additional
perishable foods were delivered to the Food Services warehouse and were
not part of the school’s lunch menu.
6. High Employee Turnover
Some PCSSD employees expressed concerns regarding the loss of historical
institutional knowledge. For example, in the past five years, the PCSSD has
had three CFOs and four Superintendents. Some employees are concerned
about the high employee turnover and the loss of continuity. Additionally,
the scarcity of experienced personnel in the PCSSD can potentially be
disruptive to the integrity of PCSSD’s operations. The risk of fraud, waste
and abuse can increase during the transition periods.

51

PCSSD employees explained to Navigant that the use of MD and TD purchase order forms are similar to check
payment requests in that the related purchases do not involve review and approval by the Purchasing Department.

52

Purchasing department personnel stated that they were aware of a vendor who charged $400 for a toner that can
be purchased elsewhere for $40.
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7. Insufficient Staff Levels
Employees in the Accounts Payable and Purchasing departments feel that
they are understaffed and under immense pressure to properly perform their
duties. Both departments feel that it would be beneficial to increase staffing
so that the departments can function more effectively and efficiently with the
necessary checks and balances and segregation of duties in place to deter and
detect any potential instances of fraud and misconduct.
8. Misappropriation/Embezzlement of Proceeds from Disposal of PCSSD
Assets
a. Maintenance Department
A PCSSD employee expressed a concern that Maintenance department
personnel may be misappropriating PCSSD funds. Additionally, the
PCSSD employee believes that the Maintenance department maintains a
separate checking account to deposit proceeds from the sale of
maintenance scrap material and/or supplies. PCSSD employee also stated
that some Maintenance department employees run their own maintenancerelated businesses (i.e. plumbing and painting) outside of their full time
PCSSD employment and may have misappropriated supplies ordered by
the Maintenance department for use in their own businesses.
b. Transportation Department
Navigant learned that the Director of Transportation has the sole
discretion to decide how fully depreciated or non-operational fleet vehicles
should be disposed of either by auction or salvaged for parts and the
remaining metal frame sold as scrap metal. Additionally, it is unclear who
receives and accounts for the proceeds from the auction and scrap metal
sales of the PCSSD’s fleet vehicles. Furthermore, there is no documented
process to determine how fleet vehicles should be disposed of and how the
proceeds are received by PCSSD and accounted for.
IV.

Limitations
The preliminary observations and assessments detailed in this report are based on
Navigant’s methodology, data collection, interviews, analyses and the procedures
performed to date. Navigant relied on the quality, availability and veracity of the
information and data provided by the ADE, the PCSSD and third parties during the
course of its work.
Navigant’s preliminary observations and analyses do not constitute legal advice or a
legal opinion.
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Navigant based its preliminary observations and analyses solely on the information
and documents provided and has not verified the information and documents or
otherwise sought independent confirmation thereof. In making observations and
analyses, Navigant has, in part, relied on assertions made by the representatives of
the PCSSD and the ADE.
Given the limitations discussed above, the procedures performed by Navigant, and
the extent of the information collected, Navigant cannot be certain at this time that
all of the information collected is accurate or complete. Had Navigant performed
additional procedures beyond those described, it is possible that additional
information may have come to Navigant’s attention that would have been relevant to
its efforts.
The preliminary findings and observations set forth herein are based solely on the
work performed through the date of this report. As work progresses, it is possible
that the analyses and findings may change as additional information is obtained and
additional procedures are performed.
Navigant did not conduct an audit, compilation or review of PCSSD’s financial
statements or financial information as those terms are understood in the United
States and defined by professional guidance promulgated by the American Institute
of Certified Public Accountants. Accordingly, Navigant does not express an opinion
or other form of assurance on any financial statements or financial information.
Navigant’s findings are limited to the information reviewed and the procedures
performed.
V.

Procedures Performed to Date
Navigant performed the following procedures to date:
A. Interviews Conducted
1. Representatives of the PCSSD
a. Accounting/Auditing Department
i.

Chief Financial Officer

ii.

Acting Director of Accounting and Auditing

iii.

Staff Accountant

iv.

Accounts Payable Specialist

v.

Accounts Payable Clerk

vi.

Payroll Specialist II
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b. Purchasing Department
i.

Director of Purchasing

ii.

Buyer

c. Business Office
i.

Coordinator of Budget Management

ii.

Federal Programs & Special Education Budget Manager

d. Other Departments
i.

Assistant Superintendent for Equity and Pupil Services

ii.

Director of Transportation

2. Representatives of the ADE
a. LEA Financial Analyst
b. Assistant Director, APSCN
c. Associate Director for Finance
d. Senior Transportation Manager, Public School Academic and Facilities and
Transportation
B. Meeting with Representatives of the ADE
1. Assistant Commissioner, Division of Fiscal and Administrative Services
2. Coordinator, Fiscal Distress
3. Public School Program Coordinator
4. Accounting Coordinator
C. Documents and Information Reviewed
1. ADE Funding summary schedule.
2. PCSSD journal entries recorded in APSCN for FY 2006 to FY 2011 (as of
December 7, 2010) to known Desegregation codes.
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3. PCSSD accounting department organization chart.
4. Arkansas Financial Accounting Handbook for Arkansas Public Schools,
Arkansas Educational Service Cooperatives and Open Enrollment Public
Charter Schools dated July 1, 2010.
5. Business Procedures Manual for Budget Coding: Expenditure Classification
for the PCSSD effective July 15, 2009.
6. Legislative Audit Investigative Report, dated May 14, 2010, regarding review
of selected PCSSD transactions.
VI.

Recommendations
To assist the PCSSD in mitigating fraud, waste and abuse risk going forward,
Navigant has compiled the following preliminary list of recommendations based on
the interviews conducted and the review of relevant documentation and information
to date:
A. Separate Reporting of Desegregation Funding
Navigant recommends that the PCSSD record and maintain its financial
information and the related transactions in connection with the Funding in
accordance with the appropriate desegregation codes established by the ADE.
The Funding and related expenditures should not be commingled with general
unrestricted fund accounts and should be transparent.
B. Train Employees on the Proper Use of Desegregation Funding
PCSSD finance, accounting and budgeting employees should be familiar with the
purpose of the Desegregation Funding and how the Funding should be properly
utilized for desegregation programs.
C. Retain an Independent Monitor
Retain an independent monitor to execute anti-fraud programs for the purpose
of deterring, preventing, uncovering and reporting unethical and illegal conduct,
particularly over PCSSD’s processes related to financial reporting and
operations. 53

53

For example, an independent private sector inspector general ("IPSIG") is a mechanism often used by
government entities involved with large contracts to monitor an organization’s compliance with relevant laws and
regulations and to prevent, uncover and report illegal acts. IPSIG services involve the design and execution of
fraud prevention and detection programs customized to respond to particular fraud, abuse, waste, corruption or
other illegal conduct. See the International Association of Independent Private Sector Inspectors General’s website
at http://www.iaipsig.org.
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D. Conduct Annual Audits on the Use of Desegregation Funding
Separate annual audits should be conducted related to Desegregation Funding by
PCSSD accounting personnel, Legislative Audit, the independent monitor or
another independent third party.
E. Establish, Implement and Communicate Policies and Procedures
Navigant recommends that formal internal control structure policies and
procedures be implemented in connection with the following:
1. Establish and communicate written policy and procedures
Written accounting policies and procedures should be created to document
the proper procedures to record financial transactions, process and approve
expenditures, and review and audit of the books and records. These policies
and procedures should be communicated to all employees who are involved
with the accounting function and they should receive formal training and
updates at least annually. Furthermore, these policies and procedures should
be communicated to new employees during the on-boarding process.
Relevant, documented and practical operating policies and procedures that are
communicated to PCSSD personnel can minimize ambiguity, promote
consistency in carrying out one’s functions and establish accountability.
2. Hiring of consultants or employees
A prospective employment candidate—whether a consultant or employee—
should be processed through the Human Resources function and no one
should be allowed to override any existing controls to circumvent the hiring
process, particularly for candidates referred by a current employee, Board
member or Superintendent.
A formal questionnaire should be formulated and required of all prospective
hires to complete as part of the application process. The questionnaire
should require detailed information related to the prospective hire’s relevant
work experience. Additionally, the Human Resources function should
perform comprehensive background checks on all prospective hires. The
results of the background checks should be reviewed in conjunction with the
information provided on the questionnaire for corroboration and to identify
any potential conflicts of interest or other issues that may disqualify hiring.
Complete personnel files should be maintained by the Human Resources
function for all new employees and consultants should properly include
documentation and approvals regarding status (full time or part time), pay
rate, start date, Form W-4 and other requirements.
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3. Vendor master list
a. Restrict write-access
The Accounts Payable and operation departments such as Transportation
should only have read-only access to the vendor master list because they
process payments and purchase goods and services from vendors,
respectively. Accordingly, these departments should not have the ability
to add vendors or modify vendor information. The Purchasing
Department should be responsible for adding or modifying vendor
records and maintaining the vendor master files.
b. Establish and implement a formal due diligence process for new vendors
Before a new vendor is added to the vendor master list, an employee
should prepare a documentation folder to include the vendor’s Form W-9
and other due diligence documentation that verifies the identity and
existence of the vendor, and to identify any potential affiliations with
PCSSD employees or Board Members.
A formal questionnaire should be formulated to require detailed
information related to the prospective vendor including names of
principals, address, EIN and Tax ID #s, contact person(s), industry code
and other pertinent information. This questionnaire should be required to
be completed by the employee who request approval of a new vendor.
The completed questionnaire should be submitted to the Purchasing
department who should review and perform due diligence vetting
procedures to corroborate the information provided. If approved, a
different Purchasing department employee should add the new vendor to
the master vendor list.
c. Implement segregation of duties
There should be a formal vetting process for vendors with the approval
process segregated from the employee requesting the addition of the
vendor to the vendor master list.
For example, when a new vendor is requested to be entered into the
vendor master file, an employee should prepare a request to enter the new
vendor into the vendor master list and provide any supporting
documentation. A Purchasing department employee should review the
request, obtain a completed W-9, conduct due diligence, prepare a vendor
folder and approve the request only if no exceptions are found.
Once the new vendor is approved, another employee should enter the
vendor into the vendor master list. No employee with the capacity to
process checks or make payments should be allowed to modify vendor
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information. Only Purchasing department personnel should have the
authority to add vendors to or update the vendor master list.
Currently, there is no apparent audit trail of when a new vendor was
added to the vendor master list in APSCN and by whom. 54
F. Conduct an Independent Inspection of the PCSSD’s Fleet Vehicles
An independent third party should perform an inspection of the PCSSD’s fleet
vehicles to assess its condition, and to determine which vehicles should be sold
by auction or salvaged for parts and the remaining metal frame sold as scrap
metal. This assessment should be documented and a copy should be sent to the
Accounting department to update its insurance coverage and fixed asset records.
G. Board Independence
Require an affirmation by Board Members and the Superintendent to attest that
there were no conflicts of interest or to disclose any related party transactions at
least annually. This affirmation should be required to be submitted to the AG.
H. Establish a Good Control Environment at the Top
The strength of internal controls in any organization starts at the “top of the
organization.” Board Members and senior level employees should encourage
acceptable behavior among its constituents through its actions and
communication of effective policies and procedures as well as codes of ethics.
I. Establish, Implement and Communicate a Code of Ethics and a
Employee Handbook
1. Code of Ethics
The PCSSD should ensure it has a Code of Ethics (the “Code”) that is
distributed and signed by the Board, the Superintendent and all employees.
This Code should be reviewed and approved by the Board. To strengthen the
governance of the School District, it is imperative that identified violations of
the Code are addressed timely and appropriately. Senior level employees
should be responsive to issues raised by employees. There should be training
sessions at least annually to communicate the Code and it should also be
signed annually by all employees to affirm their understanding. The Board
should also review the Code at least annually and incorporate updates or
modifications.

54

A forensic analysis of the vendor file’s metadata may reveal this information.
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Additionally, the Board should be required to complete an annual affirmation
regarding adherence to its compliance to the Code as well as the disclosure of
potential conflicts of interest.
2. Employee Handbook
The School District should establish and distribute a handbook to provide
information to all employees, Board Members and the Superintendent. This
handbook should highlight the contractual terms and conditions of
employment as well as the policies and procedures that everyone is expected
to adhere to. The handbook also may include the PCSSD’s policies, practices,
procedures and details of miscellaneous provisions relating to employment.
Penalties and ramifications for violating the Employee Handbook should be
clearly stated and strictly enforced.
Furthermore, all employees should provide a signed acknowledgement to
document that they read and understood the handbook.
J. Consider Additional Staffing
The PCSSD should assess staff levels in the Accounts Payable and Purchasing
departments to ensure that current employees can adequately perform their
duties without compromising the PCSSD’s fiscal and operational integrity.
K. Establish an Employee Hotline and Post Office Box
An anonymous reporting hotline and a post office box should be established to
provide a channel for employees to escalate issues related to potential fraud,
waste, abuse and misconduct. Employees should be informed about this hotline
and post office box and be encouraged to be forthcoming in raising concerns or
questions about compliance principles or policies.
It is therefore important to establish a means whereby employees can
anonymously submit reports to document instances of potential risks and
misconduct.
Navigant recommends that an independent firm be utilized to follow up on
issues submitted to the hotline and the post office box. The hotline should have
procedures established regarding how to respond to inquiries or reports. Hotline
personnel should have the necessary and appropriate qualifications and
experience to respond to concerns raised, be able to solicit necessary information
from the caller (i.e. who, what when, where, why and how) and maintain the
confidentiality and the callers’ anonymity. A log should also be maintained to
document the caller’s allegation(s) and the disposition. The PCSSD’s Legal and
Human Resources departments should be aware of the issues reported on the
Hotline and be involved in the resolution and follow up processes.
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A strict non-retaliation policy should also be communicated and enforced.
Above all, the PCSSD should publicize the existence of the hotline and the post
office box through means of posters, wallet cards, and other communications,
including on employee paystubs.
L. Mandatory Rotation of the PCSSD’s Independent Financial Statement
Auditor Every Five Years
Establishing mandatory rotations of independent auditors may help to maintain
the auditor’s independence in fact and appearance. The new auditors’ testing
approach may identify potential risk areas that may have been overlooked by the
previous auditors.
Term limits may encourage auditors to be more thorough and accountable,
because of potential reputational damage if subsequent auditors discover
deficiencies in prior year audits. Lastly, rotating independent auditors may
prevent Board Members and other high-level PCSSD employees from
developing relationships with auditors to a point that may perceived by others as
impacting independence.
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Appendix A

Arkansas Department of Education - Desegregation Funding Analysis
Pulaski County Special School District
Appendix A: Summary of Desegregation Funding and Expenditures by Fiscal Year
FY 2006
ADE Desegregation Funding:
387 - Health Insurance & Teacher Retirement
387 - Majority to Minority Incentive
388 - Magnet & M-to-M Transportation
Magnet Review Committee Revenue
Total ADE Desegregation Funding
Magnet Review Committee Revenue (School Districts)

$

$

4,426,814
11,617,363
3,142,012
92,500
19,278,689

$

73,816
19,352,506

1

Total Desegregation Funding in APSCN

FY 2007

$

$

$

110,931
20,333,711

63,062
$ 17,448,765

241,777
$ 20,775,040

4,365,174
1,184,761

4,365,546
1,157,819

4,191,938
1,124,868

4,839,815
1,272,925

8,297,021
1,755,991

$

9,676
102,645
101,145
10,488
73,003
450
11,160
4,255,559
330,436
244,935
43,495
2,309
203,431
10,912,097

$

8,672
86,473
8,846
508,255
900
3,611
3,545,208
96,463
22,957
1,704
187,940
9,787,834

$

21,270
94,592
8,031
28,898
3,550
202,632
14,204
2,174,509
155,482
49,450
6,004
209,399
9,080,760

$

13,803
202,642
343,658
94,566
43,072
5,650
117,400
11,327
3,437,508
1,318,658
492,029
60,262
26,239
1,693
217,729
16,439,247

$

9,421,614

$

7,660,931

$ 11,694,280

$

4,245,743

11,337,842

11,515,475
-

$

Remaining Desegregation Funding Balance

$

8,751,535

Less Transfers to Non-Desegregation Funds:
Transfer To Salary Fund (1000 - General Unrestricted)
Transfer To Operating Fund (2000 - General Unrestricted)
Net Desegregation Funding Balance

$

8,751,535

12,131,399
$

(2,709,784)

$

Notes:
1) Additional school district funding for Magnet Review Committee reflected in APSCN and not funded by the ADE.
2) Transactions recorded in APSCN as of December 7, 2010.

(3,676,911)

6,313,112
11,204,951
2,922,700
92,500
$ 20,533,263

FY 20112

FY 2010

4,760,153
9,275,397
3,257,653
92,500
$ 17,385,703

8,002
88,421
11,714
133,987
16,780
3,918,743
418,380
200,937
49,182
4,595
200,295
10,600,971

$

FY 2009

5,810,592
11,056,440
3,263,248
92,500
20,222,781

Less Expenditures Recorded in Desegregation Funds:
Salaries
Employee Benefits
Purchased Services:
Advertising
Fleet Insurance
Legal Fees
Maintenance And Repairs
Other Professional Services
Rent
Services Purchased from Other LEAs in State
Travel
Tuition to Other LEAs in State
Gasoline
Supplies, Books and Materials
Equipment
Heating Oil
Dues and Fees
Magnet Review Committee Expenditures
Total Expenditures Recorded in Desegregation Funds

$

FY 2008

$

178,804

$

$

6,538,422
10,478,331
3,482,737
92,500
20,591,990

$

93,000
20,684,990

$

$

3,394,655
3,143,499
1,219,560
92,500
7,850,214

$

92,552
7,942,765

4,245,743

$

%

29.3%
53.3%
16.2%
0.5%

$

31,243,748
56,775,981
17,287,911
555,000
105,862,639

$

675,138
106,537,777

0.6%
100.0%

2,268,590
649,453

28,328,084
7,145,816

46.1%
11.6%

$

50
52,214
192,897
3,956
63,950
3,304
1,151,998
35,224
112,401
955
109,500
4,644,492

$

61,473
393,708
678,081
326,542
791,170
10,550
383,982
60,385
18,483,525
2,067,474
1,225,070
337,747
26,239
17,260
1,128,294
61,465,400

0.1%
0.6%
1.1%
0.5%
1.3%
0.0%
0.6%
0.1%
30.1%
3.4%
2.0%
0.5%
0.0%
0.0%
1.8%
100.0%

$

3,298,274

$

45,072,377

$

Grand Total

(650)
$

3,298,924

11,514,825
23,469,241
$

10,088,311

Appendix B

Arkansas Department of Education - Desegregation Funding Analysis
Pulaski County Special School District
Appendix B: Matrix of Potential Issues Identified During Desegregation Funding Analysis

Potential
Misconduct

Potential Issues Identified
A. Nepotism:
Nepotism / Hiring of Friends & Family

Potential Fraud

Lack of Segregation
of Duties

X

B. Lack of Policies & Procedures:
Understanding of Mandates Surrounding Desegregation Funding
Culture of "Following Precedence"
Lack of Procedures for Review & Reconciliation of Gas Cards

X
X

X

C. Governance / Tone At The Top:
Board, Superintendent & Senior Level Employee Override
Perceived and Actual Abuse of Power/Position
Lack of Channels for Reporting Concerns and Suspicious Behaviors

X
X

X

D. Accounts Payable:
Pre-populated Signature Blocks
Changes to Vendor Master List
Check Requests & Duplicate Payments
Holding Checks for Pickup
Invoices Not Sent Directly to Accounts Payable

X

Lack of Written
Policies &
Procedures

Lack of Additional
Review, Oversight
and Compliance

X

X

X
X
X

X
X
X

X
X
X

X
X
X

X
X
X
X

X
X
X
X
X

X
X
X
X
X

X
X
X
X
X

X
X
X
X
X

X

X

X

X

X

X
X
X

X
X
X

X
X

X
X
X

X
X

X

X

X

X

X

14

12

10

17

16

E. Procurement:
1

Blanket Purchase Orders and MD & MT Forms
Procurement Does Not Exclusively Maintain Vendor Master List
Long Term Vendor Relationships
Misappropriation in Food Services Department
F. Embezzlement/Misappropriation of Proceeds:
Embezzlement/Misappropriation of Proceeds from Asset Disposal
Count:

Notes:
1) Per PCSSD employees, use of blanket purchase orders and MD & MT Forms have been disallowed as of July 1, 2010.

Agency 005.01

Arkansas Department of Education Rules Governing
Athletic Revenues and Expenditures for Public School Districts
September 2007 May 2011
1:00

2:00

Regulatory Authority
1.01

These rules are enacted pursuant to the authority of the Arkansas
State Board of Education authority under A.C.A. Ark. Code Ann.
§§ 6-11-105, and 6-20-417, 6-20-2001 6-20-2000 et seq., and 6-16-137,
and Act 255 of 2007 Regular Session.

1.02

These rules shall be known as the Arkansas Department of
Education Rules Governing Athletic Revenues and Expenditures
for Public School Districts (districts).

Purpose
2.01

3:00

The purpose of these rules is to establish the procedures to be
followed by public school districts in coding and implementing
financial reporting of athletic expenditures.

Definitions
For the purposes of this rule, the following terms shall mean:
3.01

“Adjusted square footage of athletic buildings” means the total
square footage of all athletic buildings per the most current
property insurance statement of values, less any square footage
required for physical education courses by the most recent Program
of Requirements of the Arkansas School Facility Manual, as
published by the Division of Public School Academic Facilities and
Transportation.

3.02

“Arkansas Activities Association” means the organization which
serves as the centralized governing agency for all interschool
athletic competitions.

3.023 “Athletic Coach” An means an employee of a district who is
assigned direct responsibility for guiding a team engaged in an
athletic program and competing with other schools subject to the
regulations of the AR Arkansas Activities Association.
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3.034 “Athletic Expenditures” means all direct and indirect expenses
related to interschool athletic programs, prorated if necessary,
including without limitation:
3.04.1 The proportion of salaries or supplemental pay for staff for
or related to interschool athletic programs;
3.04.2 The proportion of fringe benefits, including without
limitation medical and dental insurance, workers’
compensation, pension plans, and any other costs associated
with employment of staff for interschool athletic programs;
3.04.3 Travel, including bus-related operation and maintenance, to
and from any interschool athletic program event for
students, faculty, spirit groups, band, or patrons of the
school district;
3.04.4 Equipment;
3.04.5 Meals;
3.04.6 Supplies;
3.04.7 Property and medical insurance;
3.04.8 Medical expenses;
3.04.9 Utilities; and
3.04.10 Maintenance of facilities related to interschool athletic teams
and spirit groups, excluding bands; and
3.04.11 Construction and renovation of athletic buildings and
outdoor playing fields.
“Classroom Teacher” means an individual who is required to hold
a teaching license from the Department of Education and who is
engaged directly in instruction of students in a classroom setting
for more than seventy percent (70%) of the individual’s contracted
time.
3.05

“Athletic Building” means an enclosed facility, or a portion of an
enclosed facility, built for, renovated for, or used or intended to be
used by an interschool athletic program.
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3.05.1 An Athletic Building includes without limitation:
gymnasiums, whether in use or not; field houses; indoor
practice facilities; offices for athletic directors and coaches;
concession stands; press boxes; playing field dressing
rooms/restrooms; and athletic equipment storage buildings.
3.05.2 An Athletic Building does not include an Outdoor Playing
Field.
3.046 “Interschool Athletic Program” means any athletic program which
is organized primarily for the purpose of competing with other
schools, public and/or private, or any athletic program subject to
regulation by the Arkansas Activities Association, including
organized physical activity courses as defined by Ark. Code Ann.
§6-16-137 and designed or implemented for participation in
interschool athletics.
3.07

“Net athletic event gate receipts” means the amount remaining
from fees collected for admission to a school district athletic event
less any expenses paid by the school district from those gate
receipts.
3.07.1 “Net athletic event gate receipts” include revenues
generated from the sale of reserved seating and the amount
collected for admission to a school district athletic event, less
any expenses, including any rental fee for a facility used for
an athletic event.
3.07.2 “Net athletic event gate receipts” do not include any portion
of admission fees charged by a school district, for an athletic
event held at the school district or at a facility leased or
rented by the school district, and remitted or passed through
to another entity outside the district.

3.08

“Outdoor Playing Field” means a non-enclosed area used for an
interschool athletic program.
3.08.1 An Outdoor Playing Field includes without limitation:
football fields, baseball fields, softball fields, soccer fields,
and track and field areas.

3.09

“Public School District” includes, for purposes of this rule, all openenrollment public charter schools.
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3.0510 “State Funds” means all money derived from state revenues,
specially specifically including without limitation but not limited
to, distributions from the Arkansas Department of Education
(ADE) and ad valorem property taxes distributed to a public School
district.
4:00

Financial Coding Requirements
4.01

These financial coding requirements shall be in effect for the 20072008 school year.

4.021 All athletic expenditures must be charged to a budget unit
containing the appropriate fund, source of fund, function, and
location codes.
4.032 The program code 115 must be used for all athletic expenditures.
4.04

Salaries and benefits of a classroom teacher assigned to a class of
students participating in an interschool athletic program must be
coded as an athletic expenditure even if the course is offered for
physical education credit.

4.053 Expenditures for property insurance, utilities, and all other
maintenance expenditures, including salary and benefits for nonlicensed employees providing janitorial or maintenance services,
must be charged to athletics based upon the portion of the
expenditures used to support athletic activities adjusted square
footage of athletic buildings as a percentage of total square footage
of all buildings.
4.03.1

The square footage of all buildings shall be obtained from
the most current property insurance statement of values.

4.03.2

The adjusted square footage of athletic buildings shall be
divided by the total square footage of all buildings to
determine the percentage of square footage used for
athletics.

4.03.3

The percentage determined in 4.03.2, carried to five
decimal places, shall be applied to the total cost of property
insurance, utilities and all other maintenance costs to
determine the amount applicable to athletics.
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4.03.4

The amounts determined in 4.03.3 shall be recorded by
posting a journal entry prior to each year-end final close
and prior to submitting the Annual Financial Report to the
ADE. Documentation supporting the journal entry shall be
retained for review by the Division of Legislative Audit.

4.06

Districts may use an allocation method to identify the portions of
district expenditures used to support athletic activities. The
allocation method approved by ADE is to allocate these costs based
on the percentage of athletic salaries paid from the teacher salary
fund compared to total salaries paid from the teacher salary fund.

4.07

All allocation methods are subject to Legislative Audit review and
must be well documented.

4.08

All travel, including bus-related operation and maintenance, to and
from any interschool athletic program event for students, faculty,
spirit groups, band, or patrons of the district must be coded as
athletic expenditures. Travel shall be based on logged miles times
the current state average transportation cost per mile unless the
district’s cost per mile is higher than the state’s average.

4.094 When district owned vehicles are used for transporting students,
faculty, spirit groups, band or patrons of the school district to any
interschool athletic program event, Tthe district must shall use the
state-wide average student transportation cost per mile as
determined by ADE. Districts must maintain all documentation
supporting any all logged athletic transportation miles.
4.05

Expenditures for the construction or renovation of athletic
buildings shall be charged to athletics, minus the construction and
renovation costs of square footage required for physical education
courses by the most recent Program of Requirements contained in
the Arkansas School Facility Manual published by the Division of
Public School Academic Facilities and Transportation.
For example, if a school district already has the physical education
square footage required and builds a new gymnasium, the entire
construction cost of the new gymnasium shall be charged to
athletics.

4.06

Expenditures for the construction or renovation of outdoor playing
fields shall be charged to athletics.
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5.0

Salaries and Benefits for Coaches
5.01

Coaching stipends and related benefits must be charged to
athletics.

5.02

All pay for extended contract days pertaining to athletics and the
related benefits to those days of pay must be charged to athletics.

5.03

The base salary contract and related benefits for athletic coaches as
indicated by the district’s base teacher’s salary schedule must be
allocated between athletics and nonathletics if during the school
day, the athletic coach is assigned to classes for students
participating in an interschool athletic program.

5.04

For purposes of allocating salaries and benefits of athletic coaches,
preparation periods in excess of one period must be allocated to
athletics unless the additional preparation period is clearly
documented to pertain to non-athletic duties.

5.05

Current year salaries and benefits should be used by districts for
allocation calculations. The allocation percentage can be
determined immediately following the last payroll for the current
school year.

5.065 Salaries paid to interschool athletic program personnel in positions
requiring a teaching license must be paid from the teacher salary
fund and will, therefore, always be considered paid from state
funds.

6.00

Required Reporting
6.01

School districts must provide to the Department of Education an
annual report of prior year athletic expenditures and current year
budgets by September 15 of each year.
6.01.1 Prior to submitting the report to the Arkansas Department of
Education, the school district’s board of directors shall
review and approve the report at a legally held meeting of
the board.
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6.01.2 Following approval by the school district’s board of
directors, the report shall be posted on the school district’s
web site and electronically submitted to the Arkansas
Department of Education in a format approved by the
Department. The report shall remain posted on the school
district’s web site for a minimum of three years following
the year approved by the school district’s board of directors.
6.02

The content for the required athletic expenditure report is shall be
obtained from information districts submit to the Arkansas
Department of Education in cycle 1 for the current year budget and
cycle 9 for the prior year actual expenditures.

6.03

ADE shall produce the required report and budget required in
Section 6.01 from information submitted by the districts regarding
athletics expenditures and district budgets.

6.043 The report shall include athletic expenditures from state funds only
and budgets from state funds only.
6.054 The athletic expenditure report shall include the total number of
coaches assigned per employed by the district during the previous
school year and the athletic Full-time Equivalency (FTE) of each as
submitted to the Arkansas Department of Education in cycle 8.
7.0

Revenues
7.01

Gate receipts, private donations made directly to the school district,
revenues from fund raisers, and any other non-state revenue
pertaining to the athletic programs shall be deposited in the activity
fund (Fund 7). Funds raised for shared building projects or shared
equipment purchases may be transferred to the appropriate fund.

7.02

School districts shall establish a separate Source of Funds code for
athletic event gate receipts.
7.02.1 Revenues and expenditures from the athletic event gate
receipt funds shall be tracked and reported.
7.02.2 The local school board of directors must approve the use of
net athletic event gate receipts to purchase athletic awards
for students participating in school-sponsored activities.
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7.02.3 The school district shall not expend from net athletic event
gate receipts more than an average of $100 per student
participating per activity.
7.02.4 School districts may access private funds to purchase athletic
awards.

8.00

9.00

Required Reviews
8.01

The Division of Legislative Audit (Legislative Audit) shall conduct
a review of athletic expenditure reports and Department of
Education rules.

8.02

Legislative Audit shall annually review twenty percent (20%) of the
districts to evaluate the district’s implementation of current laws
and rules conduct an annual review of the reports required by
these Rules on a rotating basis so that each public school district is
evaluated at least one (1) time every five (5) years.

8.03

If Legislative Audit determines that for any given year the Division
has insufficient staff to conduct the reviews as required by Act 255
of the regular 2007 session Ark. Code Ann. § 6-20-2003, then the
Division may establish the number of districts that will be reviewed
for that year.

Sanctions
9.01

Any school district failing to comply with the provisions of A.C.A.
§ 6-20-2003(b) and Ark. Code Ann. § 6-20-2001 et seq. or the these
rules adopted by the state board for the implementation of required
reporting of athletic expenditures shall be identified by the
Department of Education to be in fiscal distress in accordance with
A.C.A. Ark. Code Ann. § 6-20-1901 et seq.
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