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I)ANIEL G. KYLE, PH.D,, CPA. Cf E 
LEGISLATIVE A UDITOI;: 

OFFICE OF 

LEG ISLA TIV E A U D 1TOR 
STATE OF LOUISIANA 

BATON ROUGE, LOUISIAN A 70804-9397 

M ay 31,2000 

H O NO RA BLE JO SEPH M ITCH ELL, JR., 
PRESIDENT, AND M EM BER S O F TH E 
NATC H ITO CH ES PARISH PO LIC E JURY 
Natchilocbes, Louisiana 

160D NORTH THIRD STREET 
POST OFFICE BOX 94397 

TELEPHONE: (225) 339-3800 
FACSIM ILE: (225) 339-3870 

Transm itted herewith is our investigative report on the Natchitoches Parish Police Jury. O ur 
exam ination was conducted in accordance with Title 24 of the Louisiana Revised Statutes and 
was perform ed to determ ine the propriety of certain allegations received by this office. 

This report pTcsents our finding and recom m endation, as w ell as your response. Copies of this 
report have been delivered to the N atehitoches Parish Police Jury; the Honorable V an H . Kyzar, 
District Attorney for the Tenth Judicial District of Louisiana; the United States Attorney for the 
W estern  District of Louisiana; and others as required by state law . 

TLS:DGP:AFB:dl 

Respectfully subm itted 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 



E xecutive Sum m ary 

Investigative A udit R eport 
N atchitoches Parish Police Jury 

The following sum m arizes the finding and recom m endation as w ell as m anagem ent's response 
that resulted from this investigation. Detailed 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. 

Police Juror Received Com m issions From  Vendor 

Finding 

R ecom m endation 

(Page 5) 

From April 1997 through N ovem ber 1999, M r. Kenneth Aaron, 
Natchitoches Parish Police Jury member, received $27,976 in 
com m ission paym ents, in violation of state law , for insurance 

policies purchased by the police jury from Traber Insurance 
Agency, Inc. (Traber). These payments were directed to 
M r. Aaron by M r. Robert M orrow, Traber General M anager. 

As a police jury member, Mr. Aaron voted tbr the selection of 
Traber and solicited the vote of other jury members to select 
Traber as the police jury's independent insurance agent. Stale 
law prohibits police jury members from receiving commissions 
in this m anner or otherw ise using their positions to secure the 
expenditure of public funds to them selves. 

W e recommend that the police jury implement procedures to 
ensure that its m em bers and em ployees do not receive anything 
of econom ic value from its vendors. These procedures should 
include com m unicating provisions of the l_~uisiana Code of 
G overnm ental Ethics and requiring m em bers and em ployees to 
annually certify their adherence to its requirem ents. Further- 
m ore, w e recom m end that the District Attorney for the Tenth 
Judicial District of the State of Louisiana, the United States 
Attorn ey for the W estern  District of Louisiana, and the 
Louisiana Departm ent of Insurance review this inform ation and 
take appropriate action. 

M anagem ent's R esponse: The Natchitoches Parish Police Jury follow ed proper procedures 
in obtaining insur ance coverage through a competitive bid or 
renew al process. The Jury had no know ledge of com m issions 
paid to individuals by the Jury 's insurance agent. Effective 
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im m ediately lhe Police Jury will im plem ent procedures 
requiring Police Jury m embers and departm ent heads to 
annually certify their adherence to the Louisiana Code of 
Governm ental Ethics. These annual certifications w ill be kept 
oi1 file in the Police Jury m ain office. 



B ackground and M ethodology 

The Natchitoches Parish Police Jury is the governing authority for Natchitoches Parish and is a 
political subdivision of the State of Louisiana. The jury, under the provisions of Louisiana 
Revised Statutes 33:1236-~244, enacts ordinances, sets policy, and establishes program s in such 

fields as criminal and juvenile justice, highways and streets, sanitation, planning and zoning, 
public health, libraries, recreational facilities, and general administrative services. Eleven jurors 
representing the various districts of Natchitoches Parish govern the jury. 

W e received an allegation that Mr. Kenneth Aaron, while serving as a police jury member, 
received commission payments for insurance purchased by the police jury through Traber 
Insurance Agency, lnc. W e perform ed this investigative audit to determ ine the propriety of this 
allegation. 

The procedures performed during this investigative audit consisted of (1) interviewing 
employees and officials of the police jury; (2) interviewing otl~er persons as appropriate; 
(3) examining selected police jury records; (4) performing observations and analytical tests; and 
(5) reviewing applicable state and federal laws and regulations. 

The results ofour investigation are the finding and recom m endation herein 
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Finding and R ecom m endation 

PO Ll CE J UR O R RE CEI V ED 
CO M M ISSIO N S FRO M  VENDO R 

From April 1997 through N ovem ber 1999, M r. K enneth Aaron, Natchitoches Parish Police 
Jury m em ber, received $27,976 in com m ission paym ents in violation of state law, for 
insurance pollicies purchased by the police jury from Traber Insurance Agency, Inc. 
(Traber). These payments were directed to M r. Aaron by M r. Robert M orrow, Traber 
General M anager. As a police jury member, M r. Aaron voted for the selection of Traber 
and solicited the vote of other jury members to select Traber as the police jury's 
independent insurance agent. State law prohibits police jury members from receiving 
com m issions in this m anner or otherwise using their positions to secure the expenditure of 
public funds to them selves. 

K ENNETH A ARON - POLICE JUROR]A ARON INSURANCE A GENCY 

Mr. Aaron served as a police juror and operated an independent insurance agency. Mr. Aaron 
served on the police jury from January 11, 1988, through 
January 10, 2000. During 1997, M r. Aaron served as the 
police jury president, he served as vice president in 1998, 
and he serw~d a second term as president in 1999. 
M r. Aaron also operated Aaron Insurance Agency. Aaron 
Insurance Agency, located in downtown Natchitoches, 
occupied office space w ith Traber Insurance A gency, Inc. 
Traber is an independent insurance agency that provides 

insurance cow,rage to the police jury. 

POLICE JURY SELECTION OF INSURANCE COM PANY AND A GENT 

M r. Aaron voted to select Traber as the police jury's independent agent and solicited the votes of 
other jury members. From 1997 through 1999, Traber served as the police jury's independent 
agent for health, life, and dental insurance. Each December, the police jury selects its insurance 
com panies and agents for the following year's insurance coverage through a com petitive bid or 

renewal process. At the December 1996, 1997, and 1998 meetings, the police jury selected 
Traber as its local independent agent. M inutes of these m eetings indicate that, on each occasion, 
M r. Aaron voted to select Traber's insurance proposals. 

In addition, a~-cording to five police jury members, Mr. Aaron solicited their support for Traber 
as insurance agent. 
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Mr. Joe M itchell - Mr. Aaron asked him to vote for Traber as the jury's insurance 
agent during December 1999. 

M r. Tom Collier - M r. Aaron phoned him and asked him to vote for Traber as 
insurance agent. 

M r. John Salter - During tile 1998 selection, M r. Aaron asked thai he vote for 
Traber as insurance agent. 

M r. Jam es Scarborough - M r. Aaron has asked him to vote for Traber each year 
fi'om 1996 through 1999. 

M r, George Celles - M r. Aaron asked that he vote for Traber as agent each year 

other jurors asked that he vote for another independent agent. 

A ARON R ECEIVEI) NEARLY O NE-H ALF OI2 TRABER'S COM M ISSIONS 

From January 1997 through December 1999, the police jury purchased $1.78 million in health, 
life, and dental insurance for its em ployees w ith Traber as the local agent. During this tim e 
period, Traber received $57,898 in com m ission revenue from the insurance companies for the 
police jury's insurance policies. During this period, Traber paid Mr. Aaron $27,976, or 
approxim alely one half of the com m issions. M r. Gregory Friedm an, President of Traber, stated 
in a letter dated April 17, 
2000, that these paym ents 
were m ade at tile direction of 
M r. Robert M orrow , Traber's 
General M anager, and that 
shareholder officers w ere [iiil[i 
unaware of the com m ission 
paym ents to M r. Aaron. Police Jury 

Their understanding was any % 
business solicited by Traber 

from the police jury was by 
Traber alone. 

Traber 

976 

A s m entioned previously, 
Aaron Insurance and Traber shared flae sam e offi ce building in downtown Natchitoehes. Aaron 
Insurance and Traber have also m aintained an agreem ent to share com m issions from business 
referred by either party to the other. In accordance with this agreem ent, M r. Aaron received a 
m onthly com mission check from Traber along w ith supporting docum entation listing each policy 
from whicb the com m ission was generated. In addition to these com m ission checks, M r. Aaron 
received separate m onthly cheeks from Traber that included approxim ately one half of the 

commissions generated by Traber's police jury. policies. 



Findings and Recom mendations 

The commission payments that related to the police jury policies were not prepared in the same 
m anner as M r. A aron's norm al m onthly com m ission paym ents. 

Though Aaron Insurance A gency norm ally received 50%  of the total com m ission 
on refen'ed business, M r. Aaron did nol always receive exactly 50% of the police 
jury colnn'a SSlOn 

Traber's checks to Aaron Insurance for the norm al m onthly com m ission included 
notations sim ilar to "January Statem ent" or "February Com m ission." Checks that 

relaled to police jury policies bad notations that included erroneous statemenls 
such as "ttealth Com m /Dim ension/N lC." Dim ension is another Traber client and 
was unrelated to m any of Kenneth Aaron's com m ission paym ents that included 
tiffs notation. 

For example, during July 1999, Ochsner Health Plan provided health insurance to the police jury 
through N IC 13rokerage, 1no., and Traber. Ochsner m ade its conm rission paym ent to N 1C. N IC 
in turn paid Traber. Thereafter, Traber issued a check m ade payable to Kenneth Aaron for 
slightly less than 50%  of the com m ission. The notation on the Traber check to M r. Aaron w as 
"llealth Com m/Dim ension/NlC"; Dim ension w as not related to this transaction. 

rO H ]?' 
',~C II~;N I It H IA Iq II I'1 A N 

()1 I (~l II'~IA N A 

A 

Police JuE~ 

Commission A!!~C]]]]]~, ~C~mmissi~n Payme 
[]  

Com m ission 
Paym ent 
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EX A M PLE O F C O M M ISSIO N PA Y M EN T TO K EN A A RO N 

STATEM ENT OF TRABER EM P1,OYEE 

According to M s. Sarah Shoemaker, Traber bookkeeper who handled tile police jury 
policies, M r. M onow routinely told her how m uch to pay M r. Aarcm. On occasion, 
M r. M orrow told her to code som e of the com mission checks as if they related to another 
of Traher's clients, such as Dim ension. 



Findings and Recomm endations 

STATEM ENT OF A ARON INSURANCE A GENCY EM PLOYEE 

According to M s. Cheryl Jenkins, form er Aaron Insurance Agency employee, it was her 

underslanding that the police jury commission was not to be split with Mr. Aaron because 
he was a police jury member. She knew that Mr. Aaron was receiving checks from 
Traber related to the police jury policies; however, she and other Traber employees who 
were aware did not say anything about it because they may have lost their jobs. 

M R. A ARON'S STATEM ENT 

M r. Aaron agreed that w e should not find any records indicating that he or his company 
received commissions from police jury business. On three occasions during the 
interview , M r. A aron indicated that he did not receive paym ents resulling from police 

july insurance business. Mr. Aaron would not answer any further questions and referred 
us to his legal counsel. 

M R. ]~40RROW 'S STATEM ENT 

W e attcm pled to discuss this and other issues w ith M r. M orrow ; how ever, he stated that 
he had been advised not to talk w ith us and referred us to his legal counsel. 

State ethics laws forbid a police jury member from receiving anything of economic value from a 
person to whom the jury member has directed business of the governmental entity. State ethics 
laws further state that a police jury member shall not participate in a transaction in which he has 
a personal substantial econom ic interest of which he m ay be reasonably expected to know 
involving the governm ental entity. Louisiana statutes also require a public official to disclose, 
prior to execution of the contract, pertinenl inform ation concerning contract negotiations of the 
type described above in which the public official participated and has an econom ic interest. 

Furtherm ore, the Louisiana Crim inal Code prohibits the giving or receiving of m oney to or by a 

police jury member with the intent to influence his conduct in relation to his position, 
em ploym ent, or duty. The Louisiana Crim inal Code also prohibits the splitting of com m issions 

with a police jury member when such commissions are derived from any police jury contract. 

By splitting the com m issions earn ed fi'om insurance policies purchased by the N atchitoches 
Parish Police ,lury, M r. Aaron and M r, M orrow m ay be in violation of oue or m ore of the 
follow ing law s: 

Louisiana Code of Governmental Ethics 
~ 42:1111, "Paym ent from N onpublic Sources" 
~ . 42:1112, "Participation in Certain Transaction Involving the Governm enta 

Entity" 

~ 42:1114, "Disclosure of Certain Financial Transactions" 
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Louisiana Crim inal Code 
~ 14:118, "Public Bribery" 

~ 1z1:134, "M alfeasance in Office" 

~ 14:141, "Prohibited Splitting of Profits, Fees, or Com m issions 

United States Crim inal Code 
~ 18 U.S.C. ~ 666, "Theft From Federal Programs 

W e recommend that the police jury implement procedures to ensure that its members and 
employees do nol receive anything of econom ic value from its vendors. These procedures 
should include com municating provisions of the Louisiana Code of Govern m ental Ethics and 
requiring m embers and em ployees to annually certify their adherence to its requirem ents. 
Furtherm ore, w e recom m end thai the District Attorney for the Tenth Judicial District of the State 
of Louisiana, the United States Attorn ey for the W estern District of Louisiana, and the Louisiana 
Departm ent of Insurance review this inform ation and take appropriate action. 
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M anagem ent's R esponse 
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TOM COLLIER, JR. 
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MEM BERS: 

DCSTRIC'r I 

C~ V I~ WA UX 

nWTmlCT 2 

OtSl~C T 3 
J D ~VU~ ETt 

mSTmC~ 4 

~ r~ rT 6 

m~rp~  o 
,to! mrT~t~,.t, .~ 

DIS ~ Yr lO 

I~ISTlUCl" 1 ~ 

Hay 23 , 2000 

Mr . Daniel G . Kyle , CPA , CFE 
Louisiana Legislative Auditor 
P . O . ~~o]< 94397 

Baton Rouge , LA 70804-9397 

[)ear Mr . Kyle 

BOBBY W . DEEN 
PARISH ADMtNI~;TRATOR 

This letter constitutes the response of the 
Natchitoches Parish Police Jury to the findings of your 
report dated March 13 , 2000 . Your report referenced 
findings in the area of insurance purchases made by the 
Natchitoches Parish Police Jury . Please note that the 
Natehitoches Parish Police Jury followed proper procedures 
in obtaJnin9 insurance coverage through a competitive bid 
or renewal process . The Jury had no knowledge of 
commissions paid to individuals by the Jury 's insurance 
agent . 

However , effective immediately the NatchJtoches Parish 
Police Jury will implement procedures requiring Police Jury 
Inemhers and department heads to annually certify their 
adherence to the Louisiana Code of Government Ethics . These 
annual certifications will be kept on file in the Police 
Jury Maim Office . 

JM/cj 

Sincerely 

Jr/  Pr~Z~ nt 
"/Natchitoches Parish Police Jury 

l! 

c:~ 

C: 
---- r:~ 
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L egal Provisions 



L egal Provisions 

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

R.S. 14:118(,4) provides, in part, that public bribery is the giving or offering to give, 
directly or indirectly, anything of apparent present or prospective value to any of the 
follow ing persons, w ith file intent to influence his conduct in relation to his position, 
employment, or duty: (a)Public officer, public employee, or person in a position of 
public aulhority. The acceptance of, or the offer to accept, directly or indirectly, anything 
of apparent present or prospective value, under such circum stances, by an y of the above 
nam ed persons, shall also constitute public bribery. 

R .S. 14:i34 provides, in part, that m alfeasance in offi ce is com m itted when any public 
officel or public employee shall (1) intentionally refuse or fail to perform any duty 
lawfully required of him, as such officer or employee; (2) intentionally perform any such 
duty in an unlawful manner; or (3) knowingly permit any other public officer or public 
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. 14:141(A) provides, in part, splitting of profits, fees or commissions means the 
giving, offering to give, receiving or offering to receive, directly or indirectly, anything 
of apparent present or prospective value by or to a public officer or public em ployee or to 
any fire d or fiduciary existing for the benefit of or use by such public officer or 
em ployee, when such value is derived from any agreem ent or contract to which the state 
or any subdivision thereof is a pal~ty. 

R.S. 42:111 I(B) provides, in part, no public servant shall receive anything of economic 
value fi'om a person to whom the public servant has directed business of the 
govern m ental entity. 

R.S. 42:1112(A) provides, in part, no public servant, except as provided in R.S. 42:1120, 
shall participate in a transaction in which he has a personal substantial econom ic interest 
of which he m ay be reasonably expected to know involving the governm ental entity. 

R.S. 42:1114(A) provides, in part, each public servant and each member of his 
im m ediate fam ily who derives any thing of econom ic value, directly, through any 
transaction involving the agency of such public servant or who derives any thing of 
economic value of which he m ay be reasonably expected to know through a person which 
(1) is regulated by the agency of such public servant, or (2) has bid on or entered into or 
is in an y way financially interested in any contract, subcontract, or any transaction under 

the supervision or jurisdiction of the agency of such public servant shall disclose the 
following: (1) The amount of income or value of any thing of economic value derived; 
(2) The nature of the business activity; (3) Name and address, and relationship to the 
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public servant, if applicable; and (4.) The name and business address of the legal entity
, if 

applicable. 

18 U.S.C. ~666 provides, in part, that theft concerning programs receiving federal funds 
occurs when an agent of an organization, state

, local, or lndian tribal govern m ent or any 
agency thereof embezzles, 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, state, or agency when the organization

, state, or agency receives in any one 
year period, benefits in excess of $10,000 under a federal program involving a grant 
contract, or other form of federal assistance. 

14 


