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Transm itted herew ith is our investigative report on the City of N atchitoches. Our exam ination 
w as conducted in accordance w ith Title 24 of (he Louisiana Revised Statutes and w as perform ed 
to determ ine the propriety of certain allegations received by this office. 

This report presents our finding and recom m endation, as w ell as your response. Copies of this 
report have been delivered to those individuals as required by state law . 
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Respectfully subm itted, 

Daniel G . Kyle, CPA , CFE 
Legislative Auditor 



Executive Sum m ary 

Investigative A udit R eport 

C ity of N atchitoches 

The follow ing sum m arizes the finding and recom m endation as w ell as m anagem ent's response 
that resulted fi'om this investigation. D etailed inform ation relating to the finding and 
recom m endation m ay be found at the page number indicated, M anagem ent's response m ay be 
found at Attachm ent 1. 

Rohert M orrow O ver-Billed the City $585,316 and 
D iverted qhLe Excess to H im self and K enneth A aron 

I~inding 

(Page 5) 

From June 1994 through N ovem ber 1999, M r. Robert E. 
M orrow, General M anager of the Traber Agency, Inc. (Traber), 
over-billed the City of Natchitoches (City) $466,566 for 
property, casualty, mad liability insurance policies. In addition, 
from June 1995 through O ctober 1999, M r. M orrow billed the 
City $118,750 under an adm inistrative claim s handling 
agreem ent, which the City never approved or needed. 
M r. Charles Pow ell, the City's Chief Finance O fficer 
responsible for approving Traber's billings, failed to properly 
review the insurance invoices and also m isrepresented the 
claim s handling agreem ent. 

City checks m ade payable to Trabcr were endorsed ' by 
M r. M orrow and convened to cash and bank m oney orders 
m ade payable to Traber, M r. Kenneth Aaron, Aaron Insurance 
Agency and to him self. The excess paym ents were divided as 
follow s: 

Robert M orrow $337,015 

Kenneth Aaron/Aaron Insurance Agency 183,504 

Traber Insurance A gency 64,797 



Cily of Natchitoches 

Recom m endation The City should process its insurance purchases through its 
central purchasing system as required by its Hom e Rule 
Charter. These purchases should be requested through a 
requisition process, quotations should be obtained when 
appropriate, purchase orders should be prepared and approved 
by m anagem ent, the insurance policies should be com pared to 
purchase orders and invoices, and invoices should be properly 
approved before paym ent. Periodically, the City's insurance 
positions should be reviewed by the city council. 

O fficers and em ployees of Traber Insurance Agency cooperated 
and assisted throughout this investigative audit. In addition, 
Traber has already refunded $29,000 to the City for excess 
billings and has offered to refund any additional excess billings 
rightfully due to the City. Traber term inated M r. M orrow 's 
em ploym ent in December of 1999. 

W e also recom m end that the D istricl A ttorney for the Tenth 
Judicial D istrict of Louisiana and the United States Attorn ey for 
the W estern D istrict of Louisiana review this inform ation and 
take appropriate legal action, to include seeking restitution. 

In addition, this report has been provided to the Louisiana 
Departm ent of Insurance, Louisiana Departm ent of Revenue, 
and the Internal Revenue Service for their consideration. 

M anagem cnt's R esponse: W e note and concur in your recom m endation. In August 1999, 
the M ayor and City Council im plem ented processing insurance 
through the central purchasing system . At that tim e, the City 
Council m andated that all m atters dealing with the acquisition 
and purchasing of City insurance be transferred from the 
Finance Departm ent to the Purchasing Departm ent. The first 
action of the Purchasing Agent was to secure expert 
professional assistance in reviewing the City's insurance 
portfolio, and as a result of tile review this very investigation 
was precipitated. The M ayor and the City Coun cil intend to 
continue the new process in all future insurance m atters. 
Further, all future purchases of all types of insurance w ill be 
m ade through a requisition process. The City will require the 
Purchasing Agent to prepare purchase orders which w ill be 
review ed and approved by m anagem ent prior to final aw ards. 
The City Council will review the insurance positions of the City 
on a periodic basis. Finally, the M ayor and City Council intend 
to vigorously pursue any and all causes of action against those 
parties who are responsible for overcharging the City. 
Appropriate legal action will be instituted by the City as soon as 
practical against these parties. 



B ackground and M ethodology 

The City of Natchitoches is located in N atchitoches Parish in northwest Louisiana. The city 
adopted a hon~e rule charter oll January 27, 1975, under the authority of Article VI, Section 5 of 
lbc Louisiana Constitution of 1974. The City operates under a M ayor/Council form of 

governm ent. 

The Legislative Auditor received inform ation alleging that the City was being overcharged on 
insurance policies purchased by the City. This investigation w as perform ed to determ ine the 
propriety of this allegation. 

Our procedures consisted of (1) interviewing employees and offi cials of the City; 
(2) interviewing other persons as appropriate; (3) examining selected documents and records of 
the City; (4) perfomling tests and other procedures as deemed necessary; and (5) reviewing 
applicable state and federal law s. 



City of Natchitochcs 



Finding and R ecom m endation 

RO BERT M O RR O W  O VER-BILLED 
TH E CITY $585,316 AN D DIVERTED 
TH E EXCESS TO H IM SELF AND 
K EN N ETH AA RO N 

From June 1994 through Novem ber 1999, M r. Robert E. M orrow, G eneral M anager of the 
Traber Agency, Inc. (Traber), over-billed the City of Natchitoches (City) $466,566 for 
property, casualty, and liability insurance policies. In addition, from June 1995 through 
O ctober 1999, M r. M orrow billed the City $118,750 under an administrative claim s 
handling agreem ent, w hich the City never approved or needed. M r. Charles Pow ell, the 
City's Chief Finance O ffi cer responsible for approving Traber's billings, failed to properly 
review the insurance invoices and also m isrepresented the claim s handling agreem ent. 

City cheeks m ade payable to Traber w ere endorsed by M r. M orrow and converted to cash 
and bank m oney orders m ade payable to Traber, M r. K enneth A aron, Aaron Insurance 
A gency and to him self. The excess paym ents w ere divided as follow s: 

Robert M orrow $337,015 

K enneth A aron/A aron Insurance A gency 183,504 

Traber Insurance Agency 

The City purchased $1,888,304 of insurance and 
claim s handling services through Traber fi'om  June 
1994 through N ovem ber 1999. Traber is an 
independent agency that sells insurance for various 
insurance com pan ies. M r. M orrow served as 
Traber's general m maager until D ecem ber 1999. 
Traber is located in downtown Natchitoehes and, 
until February 2000, shared offi ce space w ith Aaron 
Insurance Agency. Aaron Insurance A gency is 
owned and operated by M r. Kenneth Aaron. 
Neither M r. Aaron nor Aaron Insurance w ere 

64,797 

associated with the City's property, casualty, and liability insurance during this period, 

During the period June 1994 through November 1999, M r. M orrow (1) inflated the City's 
insurance bilhngs, (2) billed the City for services that were neither received nor needed, and 
(3) diverted these excess payments to Traber, Mr. Aaron and himself. 



City of Natchitoches 

INFLATED C llARGES FOR PROPERTY, 
C ASUALTY, AND LIABILITY POLICIES 

The City purchased property, casualty, and liability insurance policies through Traber Insurance 
Agency. M r. Robert M orrow , General M anager for Traber, over-billed the City through the use 
of inflated invoices. In addition, the City failed to properly review Traber's invoices and detect 
these overbillings in the norm al course of operations. 

R OBERT M ORROW  INFLATED INVOICES 

Traber's insurance underwriters provide Traber a policy that details the prem ium inclusive of 
agent com m ission. Traber prepares an invoice based o11 the total prem ium and com m ission and 
sends both the policy and the invoice to tile City. The City then sends Traber a check for the 
total am ount. Traber retains its com m ission and forwards the policy prem ium to the 
underwriting insurance com pany. 

Louisiana law (R.S. 22:627) requires that any additional fees charged by the agent must be 
specifically item ized on its invoice. Therefore, unless additional fees are item ized on the 

R.S. 22:627 states, in part, that no agent shall charge 
or receive any fee, com pensation, or consideration 
for insurance which is not included in the prem ium 
quoted to the insured and the prem ium specified in 
the policy delivered to the insured except for 
reim bursem ent for expenses due the agent, and 
excepl for an agency fee. Any reim bursem ent or 
agency fee shall be item ized separately on an 
invoice statem ent. 

invoice, the invoice sent to the City 
should agree w ith the invoice 
m aintained in Traber's files. This 
am ount should also be the sam e as 
listed on the policy. How ever, for the 
public officials' liability, com m ercial 
property, boiler and m achinery, and 
workers' com pensation policies, the 
invoices sent to the City were st~bstan- 
tially higher than the corresponding 
copies m aintained in Traber's files and 

the am ounts listed on the various policies. For exam ple, the City's copy of the 1997/1998 
com m ercial property invoice was $113,181. However, the corresponding invoice in Traber's files 
was $67,503, a differenace of $45,678. 



Findin g and Recomm endation 

City lnvoice 
Exhibit 1 

INVOICES N O'I PROPERLY R EVIEW ED 

Traber Invoice 
Exhibit 2 

Though the City has in place pro chasing procedures designed to provide proper intern al control, 
insurance purchases w ere handled by M r. Charles Powell, Finance D irector, and w ere not 
processed through this control system . N orm ally, purchases are processed using a 
requisition/purchase order system , whereby the accountants com pare the vendor's invoice to the 
requisition and purchase order ensuring that the proper item s, quantity, and prices have been 
received by the City. By contrast, Traber sim ply sent its invoices to the City where, norm ally, 
M r. Pow ell apploved their paym ent. 

Though Traber sent both the policy and invoice to the City, M r. Pow ell failed to compare these 
docum ents and note file inflated am ounts being charged by Traber. W e found that the insurance 
policies w ere: oll file in M r. Pow ell's office at city hall. The insurance policies corresponding to 
the inflated invoices had a gold Traber sticker placed over the insurance com pany's prem ium 
am ount, lhereby hiding the correct prem ium and concealing the discrepancy between the policy 
and invoice. A ccording to M s. Darien Knect, Traber employee, M r. M oiTow personally handled 
each of the City's insurance policies. M s. Knect stated that there w ere tw o copies of the City's 
insurance policies, one copy for the agency and one copy for the City. According to M s. Knect, 
M r. M orrow placed the gold Traber sticker on the City's copy of the policy. 



Cily of blatchitochcs 

Traber Policy City Policy 

M any tim es, "l'raber's charges per the invoices senl to the City w ere grossly in excess of the 
correcl am ount represented by the actual policy prem ium . This is illustrated in the follow ing bar 
chart which shows the total prem ium s per the City's invoices and the total per Traber's policies. 



Finding and Recommendation 

ttad an adequate review of Traber's invoices been perform ed by M r. Powell, these discrepancies 
would have been obvious and detected before paym ent. M r. Pow ell said he was not aware that 
M r. M orrow was over-billing the city. He said he personally received the invoices from Traber 
and com pared the invoice to the prior year's invoice for accuracy. If there w as a price difference, 
he contacted ]'cir. M orrow for an explanation. Although the insurance policies were filed in 
M r. Pow ell's office, he said he did not com pare the invoice am ount to the prem ium am ount on 
the policy. 

A DM INISTRATIVE, C LAIM S H ANDLING~ AND 
A NALYSIS SERVICES N OT R ECEIVED OR N EEDED 

In addition to the insurance policies purchased, the City also paid Traber $I 18,750 to perform 
adm inistrative services, claim s handling, and analysis services during the period June 5, 1995, to 
October 27, 1999. However, (l) the City's written agreement for these services, provided to us 
by M r. Powell, was fraudulently prepared; (2) these services were already being perform ed for 
the City by another company; (3) these were not services officially offered by Traber; 
(4) M r. Powell could not describe the services performed by Traber; (5) this agreement and 
payments were not approved by the mayor or the city council; and (6) M r. M orrow diverted the 
funds paid by the City under this agreement to him self and M r. Kenneth Aaron. 

W RITTEN A GREEM ENT W AS 
FRAUDULENTLY PREPARED 

A ccording to M r. Pow ell, the 
paym ents were m ade in accor- 
dance w ith an agreem ent dated 
M arch 15, 1995. N orm ally, the 
City's professional service 
agreem ents are reduced to 
written contraets and are 
approved by the m ayor and/or 
city council. This agreem ent, 
which is simply a letter from 
M r. M orrow to M r. Powell, 
states that Traber w ill provide 
adm inistrative, claim s handling, 
analysis and review services for 
the City's liability policies 
through Risk M anagem ent, Inc. 

(RM I). The agreement also 
states that Traber w ill serve as 
the City's local representative 
for RM I in return for $25,000 
annually ($6,250 quarterly). 



City of Natchitochcs 

According to M r. Pow ell, he received this letter in 1995 shortly after the letter was typed. 
However, the letterhead does not m atch the letterhead used by Traber during 1995. Rather, it is 
letterhead used by Traber during 1999. In addition, M s. Cherry Jenkins, form er Aaron Insurance 
em ployee, said she typed the letter in or around June 1999 at M r. M orrow's request. M s. Jenkins 
further stated that she typed the letter from a handwritten letter that M r. M orrow brought to her. 
She dated the letter M arch 15, 1995, because M r. M orrow asked her to typ e the letter exactly like 
the handwritten version. M s. Jenkins stated that since Aaron Insurance and Traber w ere located 
in the sam e office she occasionally assisted M r. M orrow when his secretaries w ere busy. 
Because the letter agreem ent w as typ ed in June 1999, M r. Pow ell could not have received it in 
1995 and the $118,750 could not have been paid as a result of the letter as he stated to 
investigative auditors. 

SERVICES A LREADY PERFORM ED BY INSURANCE C OM PANY 

The agreem ent calls for Traber to perform adm inistrative, claim s handling, analysis, and review 
services; however, these are services already included in other agreem ents and being perform ed 
by another com pany. According to M r. Pow ell, Traber actually perform s claim s handling, loss 
prevention, and consulting services. 

Claim ~ Processing 

M r. Powell stated that Traber handles claim s processing for the City's liability insurance 
through Risk M anagement, Inc., (RM 1) an affiliate of the Louisiana M unicipal 
Association. M r. Powell explained that M r. M ike Collins, RM I's m arketing 
representative, told him to get som eone to process claim s for the City's liability policies. 
How ever, M r. Collins, denied ever having told M r. Pow ell to get som eone to process 
these claim s. According to M r. Collins, RM I handles all claim s processing. He added 
that the City does not have the authority to handle claim s. M r. Collins said that 
M r. Powell is aware that RM I processes claims because be told him (Powell) so. 
Ms. Beverly Smith, former RM I claims adjuster, also said that Mr. Powell is aware of the 
fact that RM I processes claim s as she recalls talking to him on several occasions about 
the City's liability claim s. 

M r. Powell adm itted lhal he did not know what Traber did for the fee paid by the City for 
claim s processing. He stated that he prepares and com piles all docum entation necessary 
to proeess claim s and sends a copy to Traber and RM 1. It should be noted that 
M r, Powell's letters to Traber sim ply ask M r. M orrow to review and forward the 
docum entation to RM 1 for processing. However, several of M r. Pow ell's letters to RM I 
give specific instructions for the processing of claim s. 



Finding and Reconm ~cndation 

C ]ffl'Y O F N A ~PC ItI~ S~.ItE~ 

~*~ Ma~ r~ hc. ~ OC[811C(1 ](IctsIlCA1 
p.o ~  ~4,n 

Loss Prevention 

As stated previously, M r. Powell said that Traber perform ed loss prevention services 
under the agreem ent. According to M r. Powell, loss prevention is a program that 
inw )lves the safety directors and m ainly entails safety education. Loss prevention or loss 
control operates on the presum ption that safety education reduces claim s. M r. Pow ell 
said that Chief Hebert is the City's safety director. According to Chief Hebert, at one 
tim e his departm ent perform ed safety training for the whole City; how ever, safety 
training is now the responsibility of each departm ent head. M ayor Joe Sam pite" also said 
that each departm ent head conducts safety training for his departm ent. All other 
deparlm ental directors stated that safety training is handled by Cily em ployees and not by 
Trabe/. 

Consulting Services 

M r. Powell said that any consulting services perform ed by Traber would have concerned 
claim s processed for the City. City files and Traber files reveal a total of four instances 
wherein M r. M orrow gave advice to the City on liability claim s. It should be noted that, 
in each instance, M r. M orrow advises the City to pay claim s that were less than $100 
instead of processing the claim s through RM I. 

11 



City of Natchitochcs 

SERVICES ~N ERE N OT O FFICIALLY 
O FFERED BY T RABER 

M r. Gregory Friedm an, President of Traber, stated that Traber does not provide claim s 
adm inistration :services to the City, In a letter dated January 12, 2000, M r. Friedm an stated that 
(l) instructions were never given to M r. M orrow to increase the bill of the City over the premium 
amount set forth by the carrier; (2) Traber does not provide claims administration services to the 
City; and (3) "with the exception of one $4,500 payment, Traber did not receive the City's 
paym ents for claim s adm inistration. 

3anuary l2.2000 

TRABER AGENCY, IN C. 
401 KE ~SER .4 VEN ILIE 

I'~'.4TCItITO CtlE~, LA 71457 
(318) 352-8238 

M s 3rue), Sehexn~ydre, Invesligalive A udJlor 
State of Louisiana 
O ffice of Legi:slalive A uditor 
1600 North "[fhird Streel 
Baton Rouse, LA 70804,939"/ 

Pursuant to )'our request, wc arc writing this letter to provide certain clarifications on 1 

behal f of the eorporBlion. Traber Agency. Inc. L Inslructions w ere never given by the corporation to the agency's general m anager, l$ob 
M o~ow, to increase tile bill of the ('it), of Natchitoebt~s over the prem ium ~m otlnt set 
forth by the c~ ier. 

W i~h the possible exceplion ofof/iccr and general ttzanager. Bob M on'ow . to ~he 
know ledge of the rem aining officers and directors of the eOlT, oratiou. "1 raber Agel~ey, inc. 
does not provide claim s adm inislration se~ iecs to 01e Cily of Nalehitoebes. 

W ith Ihe possible e~ceplion of officer and general m anager, Bob M orrow. to tile 
know ledge o J" tb~ rem alniog offiee~ aJ)d dircelor~ of the corporallol~. "l'rsber A ,eoe 
never received income from any clain~s processing belwiees provided to Ihe ('l'~ ov---....i..~ 
Nutchitoches ($6,250 quatlerly) However, the accountant ol- the shareholders has 
w orked w ith you and in the course of ~eview ing the records oflhe corporation. Ihe 
~orp oralion detr ained on one occasion thai a m oney order drawn on City Bank & Trust 
Company. which sbow ~~l the City of Iqatchitoches ~s remitter, for $4.500. was dcpnsded 
in the bank at:count ofTrober Agene:e. The receipt book /'or this deposit shotv~/ir ~s a 
claim s adm inistration fee. This w ~s on February 6. 1998. W ith the possible exception of 
officer and general m annger, Bob M orrow . the rena~inlng offi cers nnd dlrectors of the 
corporalion bnve no k nov.dedge of w hy that was deposited and era llnd no record of any 
invoice for stbch a billing and have no knoxvledge of any such sea, ices per fom led 

e ~  Also. w ith the possible exception of officer and general m anager. Bob M o~o~ . th 
rem aining off,eels and directors oflhe corp oration. Traber Agency, Inc., have no 
know ledge o1' an agreem ent for Ken Aaron to split com m issions w ith Traber Agency on 
insurance policies issued by Traher Agency lo the C'it), orNaIchitoehos. 

i Im S[ these clarifications W ill bc sufliclenl for )'our ~~qtlest. I f anylhlng ftlrlher is 
n~cdod, please lel m e know . 

Sincerely. 

M  0rrow was not 
instructed to increase 
city invoices... 

Traber does not provide 
elaifias administration 

services 

Traber never 
r~~ceived incom e 
from claim s 

processing services 
provided to the 

City... 



Finding and Recom mendation 

C HARLES POW ELL COULD N OT D ESCRIBF 
THE A CTUAl. SERVICES PERFORM ED 

Though M r. Pow ell approved substantially all of the invoices for paym ent, he adm itted that he 
did not know what Traber did related to claim s processing. M r. Pow ell further stated that he sent 
lhe necessary claim docum ents to both Traber and RM ]. Concerning loss prevention, M r. Pow ell 
indicated that this was a function performed by Traber though he provided no evidence that 
Traber perfolxned  any loss prevention activities. The consulting services, according to 
M r. Powell, w ere related to claim s processed  for the City. As stated previously, these claim s 
were processed by RM I, not Traber. 

A GREEM ENT N OT A PPROVED B Y 
M AYOR OR C ITY COUNCIL 

Norm ally, the City's professional service agreem ents are reduced to writing and approved by the 
m ayor and/or the city council. As m entioned previously, this agreem ent was sim ply a letter from 
M r. M orrow to M r. Pow ell and was prepared after the paym ents had been m ade by the City. 
According to M r. Powell, he had full authority to negotiate the City's insurance policies and he 
always received M ayor Joseph Sam pite" and the council's approval for everything. How ever, 
M ayor Sam pite" and all of the m em bers of the city council stated that they w ere not aware of flae 
professional service agreem ent or the paym ents to Traber for adm inistrative services. 

PAYM ENTS ]DIVERTED TO M R. BROW N 
AND M R. A ARON 

M r. M orrow diverted m uch of the paym ents for the City's insurance and all of the paym ents for 
the administrative/claims handling agreement to himself and M r. Kenneth Aaron. 

The City m ade its paym ents for its property, casualty, and liability insurance by checks payable 
to Traber. However, M r. M orrow did not deliver m any of these City checks to Traber. Rather, 
M r. M orrow converted the city checks to cash and m oney orders payable to him self, Kenneth 
Aaron, and Aaron Insurance Agency. M r. M orrow took the City checks to various branches of 
City Bank & Trust Com pany and endorsed the checks "Traber A[,ency, Inc., by Robert 
M orrow." Several of the City 
Bank tellers :recalled M r. M orrow 
conducting these transactions. 
M r. M orrow then had the tellers 
convert the city checks into cash 
and several m oney orders. 
Several of the tellers indicated 
that they questioned the transac- 
tions and tberefore obtained their 
supervisor's ao01orization. City 
Bank's head teller said that she 
rem em bers showing one of Back of City check m ade payable to Traber. 



City of Natchitochcs 

M r. M orrow 's transactions to M r. Jim Pierson, Senior Vice President, for his approval. 
According to tlnte head teller, M r. Pierson told her to do anything that M r. M orrow and M r. Aaron 
wanted. 

For example on October 4, 1996, Traber invoiced the City $73,275 for the com m ercial properly 
policy; however, the City's copy of the invoice is for $112,281. The City paid the invoice 
amount of $112,281. Of that amount, Traber received $73,275, M r. M orrow received $9,750, 
M r. Aaron received $9,750, Aaron Insurance received $9,750, and M r. M orrow received $9,756 
in cash. 

During the period Jtme 1994 through Novem ber 1999, the City m ade 68 paym ents to Traber 
totaling $1,81~8,304. M r. M orrow directed $1,367,785 to Traber, $337,015 to himself, $106,514 
to M r. Aaron, and $76,990 to Aaron Insurance. 

14 



Finding and Rece,m mendalion 

K ENNETH A ARON'S ASSOCIATION W ITH TRAILER 

As stated earlier, M r. Aaron and Aaron Insurance received a portion of the over-billings. 
M r. Aaron stated that Aaron Insurance and Traber split com m issions on the referral of clients. 
Consequently, Aaron Insurance could have received a com m ission from Traber for the referral of 
a client, ltowever, according to M s. Cherry Jenkins, Aaron Insurance has had no dealings w ith 
the City since Aaron Insurance held a health insurance policy for the City approxim ately 3 years 
ago. According to Traber's records, from August 1994 until N ovember 1996, Traber paid Aaron 
insurance $7,418 in com missions relating to the City's health insurance policy. Traber's records 
indicate that Aaron Insurance did not receive a com m ission from Traber for City policies after 
Novem ber 1996. 

SUM M ARY AND C ONCLUSION 

During the period June 1994 through 
Novem ber 1999, M r. M orrow inflated 
the City's insl.~rance billings and subm it- 
ted fraudulent billings for professional 
services totaling $585,316. 

O f the total excess paid by the City, 
M r. M orrow submitted $64,797 to 
Traber. Traber retained these overpay-. 
m ents until the City noted a problem . In 
addition, Traber placed these excess 
paym ents in an accotmt called m iscellaneous com pany incom e, thus indicating know ledge that 
they were receiving anaounts ira excess of the correct prem ium s. M r. M orrow split the rem aining 
anaount between M r. Aaron and him self. M r. M orrow received $126,975 in bar& m oney orders 
and $2]0,040 ira cash. M r. Aaron received $106,514 in bank money orders and $76,990 in bank 
m oney orders m ade payable to Aaron Insurance. 

As Director of Finance, M r. Powell 
had a duty to ensur e that City funds 
w ere spent only for the proper 
obligations of the City, that City 
funds were not donated or otherwise 
given to any individual, and he had 
an obligation to not m isappropriate, 
m isapply, or m isuse the funds 
belonging to the City. M r. Powell 
failed to properly review 
M r. M orrow 's grossly overstated 
insurance billings and also approved 
paym ents for professional services 
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that were neither needed nor received, t:urtherm ore, M r. Powell m isrepresented the Traber 
agreem ent lelter thereby im peding the investigation conducted by the Legislative Auditor. 

M r. M orrow subm itted false and inflated billings to the city and diverted city funds to him self 
and M r. Aaron. M r. Aaron received city funds that he w as not entitled to receive. These actions 
indicate thal M r. Powell, M r. M orrow , and M r. Aaron m ay be in violation of one or m ore of the 
follow ing state and federal law s: 

R.S. 22:627, "Disclosure of Agent Fee 

R.S. 42:1461, "Obligation N ot to M isuse Public Funds" 

R.S. 14:67, "Theft" 

R. S. 14:134, "M alfeasance in O ffice" 

R. S. 14:230, "M oney Lamadering" 

8 USC 666, "Theft Concerning Program s Receiving Federal Funds 

R ECOM M ENDATIONS 

The City should process its insurance purchases through its central purchasing system as 
required by its Hom e Rule Charter. These purchases should be requested through a requisition 
process, quotations should be obtained when appropriate, purchase orders should be prepared 
and approved by m anagem ent, the insurance policies should be com pared to purchase orders and 
invoices, and invoices should be properly approved before paym ent. Periodically, the City's 
insurance positions should be reviewed by the city council. 

O fficers and em ployees of Traber Insurance Agency cooperated and assisted throughout this 
investigative audit. In addition, Traber has already refunded $29,000 to the City for excess 
billings and has offered to refund any additional excess billings rightfully due to the city. Traber 
term inated M r. M orrow 's em ploym ent in Decem ber of 1999. 

W e also recom m end thai the D istrict Attorn ey for the Tenth Judicial District of Louisiana and 
the United Slates Attorney for the W estern  D istrict of Louisiana review this inform ation and take 
appropriate legal action, to include seeking restitution. 

In addition, this report has been provided to the Louisiana D epartm ent of Insurance, Louisiana 
Departm ent of P, evenue, and the Internal Revenue Service for their consideration. 
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D r. Daniel G . I(.yle 
Legislative Auditor 
State of Louisiana 
P. O . Box 943!)7 
Baton Rouge, LA 70804-9397 

@  
O ffice of the M ayor 

Joe Sampit~ 
City of N atchitoches 

Re: City of N atohitoches Response 
to Preliminary Investigative 
Audit Report received by City 
on M ay 19, 2000 

I)earD J'. Kyle 

M ay 22, 2000 
Port O ffice Box 57 

N atchitochet. Louidana 714SS,0037 

W e met with members of yore" ofl~~e on M ay 19, 2000 aJ)d lhe prelinfinary lnvestigalive 
Reporl w as reviewed. W e also have read your Report and studied it in full, 

W e have been awaithg this report for some time and after receiving it, we can app|'eeiate the 
complexity el'the investigation. W e w ere impressed with tile professionalism of your office and lhe 
detail and clari'ty oflhe report. 

W e note and concur in your recommendatiotts. You have rece lnmended that file City process 
its insurance tJhrough its central purchasing system. As a matter of fact, this rely procedure was 
implemented by Ihe M ayor and City Council in August of 1999. At that time, the City Council 
m andated that all matters dealing with the acquisition and purchasing of City insurmace be lransferred 
fi'om the Finance D eparlm ent to the Purchasing Department. 

The first action of the Purchasing Agent was to secure expert professional assistance in 
reviewing the City's insurance portfolio, and as a result of tile review this very investigation was 
precipitated. 

The M ayor and the City Council intend to continue the new process in all thture insurance 
matters. Further, all ftllule purchases of all lypes of insurance will he made through a requisition 
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pr<~cess. The C.ity will require the Purchasing Agent tt~ prepare purchase orders w hich w ill he 
reviewed and approved by m anagement prior to final awards. 

Again, we have already hlstituted this new procedure, effective las! August, Tile new 
proex,~lure has heta~me standard operating prec.'lure and to date the City has ah'eady benefited fion~ 
a signilicant savings of public m oney in the purcllase of insurance for the City's t~perations. W e intend 
to continue w ith this new procedure, 

Finally, as a result of your thorough investigation, it is apparent th at the City m ay have causes 
of~ction againsl a nomber of persons or enlilJes for the reimbtu'semell! of co~slderab]e monies. The 
M ayor anti City CotJncil intend to vigorously pursue any and all causes of action against those par|ies 
who are responsible for overcharging th e City, Appropriate legal action will be instituted by the City 
as soon as prat:tic.al against these parties. 

Ag~ a, on behalf of the M ayor, the City Council
, and the citizens of the City of Natchito~hes, 

we commend your interest in this matter, and appreciitte your courtesy and profi~ssionalism in 
bringing this m atter to closure. 

Respectfully subm itted: 

Lee Posey,~l~'.ouncilman 
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L egal Provisions 

The follow ing legal citations are referred to in the Finding and Recom m endation section of this 

report: 

R .S. 14:67 provides, in part, that theft is the m isappropriation o1" taking of anything of 
value which belongs to another, either w ithout the consent of the other 1o the 
m isappropriation or taking, o1" by m eans of fraudulent conduct, practices, or 

representations. 

R.S. 14:134 provides, in part, that m alfeasance in office is com m itted w hen any public 
officer o1" public employee shall (l) intentionally refuse or fail to perform any duty 
lawfully required of him, as such officer or employee; (2) intentionally perform any such 
duty in an unlawful manner; or (3) knowingly permi| any other public officer or public 
em ployee, under his authority, to intentionally refuse or fail to perform any duty law fully 
required of him or to perform any such duty in an unlaw ful m anner. 

R.S. 14:230, m oney laundering, provides, in part that it is m'daw thl for any person 
know ingly to do any of the follow ing: 

Conduct, supervise, oi" facilitate a financial transaction involving proceeds 
known to be derived from crim inal activity, when the transaction is 
designed in whole or in part to conceal or disguise the nature, location, 
source, ownership, o1" the control of proceeds known to be derived from 
such violation or to avoid a transaction reporting requirem ent under state 
or federal law 

(2) Give, sell, transfer, trade, invest, conceal, transport, maintain an interest 
in, or otherwise m ake available anything of value known to be for the 
purpose of com m itting or furthering the com m ission of any crim inal 
activity. 

(3) 

(4) 

(5) 

(6) 

D irect, plan, organize, initiate, finance, m anage, supervise, or facilitate the 
transportation or transfer of proceeds known to be derived from any 
violation of crim inal activity. 

Receive or acquire proceeds derived from any violation of crim inal 
activity, or know ingly or intentionally engage in any transaction that the 
person know s involves proceeds from any such violations. 

Acquire or m aintain an interest in, receive, conceal, possess, transfer, or 
transport the proceeds of crim inal activity. 

hw est, expend, or receive, or offer to invest, expend, or receive, the 
proceeds of crim inal activity, 
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R.S. 42:1461(A) provides, in part, that officials, whether elected or appointed, by the act 
of accepting such office assum e a personal obligation not to m isappropriate, m isapply, 
convert, nfisuse, or otherwise w rongfully take any funds, property or other thing of value 
belonging to the public entity in which they hold office. 

18 U.S.C. ~666 provides, in part, that theft concerning programs receiving federal funds 
occurs wben an agent of an organization, state, local, or Indian tribal govem m enl or any 
agency thereof em bezzles, steals, obtains by fraud, or otherw ise intentionally m isapplies 
property that is valued at $5,000 or m ore and is owned by or under control of such 
organization, stale, or agency when the organization, state, or agency receives in an), one 
year period, benefits in excess of $10,000 under a federal program involving a grant 
contract, or other form of federal assistance. 


