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LOUISIANA LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA, CFE

March 20, 2013

MS. SUSAN MORELAND, EXECUTIVE DIRECTOR,
AND MEMBERS OF THE NORTH LOUISIANA AREA
HEALTH EDUCATION CENTER BOARD OF DIRECTORS
Bossier City, Louisiana

We have audited certain transactions of the North Louisiana Area Health Education
Center in accordance with Title 24 of the Louisiana Revised Statutes to determine the propriety
of certain financial transactions.

Our audit consisted primarily of inquiries and the examination of selected financial
records and other documentation. The scope of our audit was significantly less than that required
by Government Auditing Standards.

The accompanying report presents our findings and recommendations as well as
management’s response. This is a public report. Copies of this report have been delivered to the
District Attorney for the Twenty-sixth Judicial District of Louisiana, the Louisiana Board of
Ethics, and others as required by law.

Respectfully subm|t1t

bl e

aryl'G. Purpera, CPA, CFE
Legislative Auditor
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EXECUTIVE SUMMARY

Executive Director Improperly Participated in Contract

Executive Director Susan Moreland may have violated state law by participating in the
hiring, management, and payment of a contractor with whom she has a substantial personal
economic interest in property.

Inaccurate Leave Records Maintained on Executive Director

The North Louisiana Area Health Education Center (NLAHEC) leave records maintained
on Executive Director Susan Moreland were inaccurate as they did not reflect 512 hours of
vacation leave that she used between September 2009 and June 2012. As a result,

Ms. Moreland’s vacation leave balance is overstated by 512 hours which, according to our
calculations, equates to a value of $24,940.

Improper and Undocumented Travel Expenses of Executive Director

From September 2, 2011 to January 14, 2012, Executive Director Susan Moreland
incurred improper and/or undocumented travel expenses totaling $3,036 on her NLAHEC-issued
credit card. These travel expenses were incurred on one out-of-state trip and include three
unused airfares.

NLAHEC Reimbursed Grant Funds for Expenses Not Incurred
In July 2011, NLAHEC submitted a grant reimbursement request to the Department of
Children and Family Services (DCFS) that included documentation of expenses totaling $3,231
that were never incurred. Under the DCFS grant, NLAHEC was required to submit
documentation of its expenses to DCFS before reimbursement would be made.

Missing Public Records

During our audit, we noted instances of missing public records such as grant contracts,
travel reimbursement requests, and board meeting documentation, which may violate state law.



BACKGROUND AND METHODOLOGY

The North Louisiana Area Health Education Center (NLAHEC) was created in 1989 and
is registered with the Louisiana Secretary of State as a nonprofit corporation. Its purpose is to
provide health education resources to underserved communities in north Louisiana. NLAHEC is
also considered a quasi-public entity since it is primarily funded through state and federal grants.

NLAHEC is governed by a Board of Directors consisting of at least 10 but no more than
16 members. The Board appoints an executive director to administer and oversee the daily
operations. The NLAHEC has 17 full-time and four part-time employees and its main office is
located in Bossier City, Louisiana.

This investigative audit was initiated following the completion of NLAHEC’s annual
audit for the fiscal year ending September 30, 2011. In that annual audit, the auditor issued a
disclaimer of opinion on the financial statements because of a lack of documentation and
inadequate internal controls. We reviewed certain transactions that were disclosed in the audit as
well as other issues that came to our attention.

The procedures performed during this audit consisted of:

1) interviewing employees of NLAHEC and other persons as appropriate;

2 examining selected documents and records of NLAHEC;

3) gathering and examining documents and records from external parties; and

4) reviewing applicable state laws and regulations.



FINDINGS AND RECOMMENDATIONS

Executive Director Improperly Participated in Contract

Executive Director Susan Moreland may have violated state law* by participating in
the hiring, management, and payment of a contractor with whom she has a substantial
personal economic interest in property.?

State law™ prohibits public servants from participating in any transaction with someone in
which they have a substantial economic interest of which they may be expected to know. Our
audit revealed that the North Louisiana Area Health Education Center (NLAHEC) entered into
two one-year contracts (dated October 1, 2010 and October 1, 2011) with Ms. Karen Emerson, a
registered nurse who at the time and currently owns a house with Ms. Moreland. The contracts
were for the development and implementation of continuing education programs for health
professionals. According to Ms. Moreland, she attempted to contract with other nurses, but their
hourly rates were excessive. Under these two contracts with NLAHEC, Ms. Emerson was paid a
total of $21,963.

Ms. Moreland provided a letter she wrote to NLAHEC Board President Evalyn Ormond,
which stated that Ms. Emerson has been highly recommended by several NLAHEC partners and
local health professionals and is willing to work at half the rate of other nurse consultants
because of her loyalty to NLAHEC. Ms. Moreland notes in the letter that she and Ms. Emerson
have been friends and colleagues for over 40 years and because of the friendship she was
“uncomfortable making a financial decision regarding retaining her.” Later in the letter,

Ms. Moreland asks Ms. Ormond to make the decision on contracting the continuing education
services. Ms. Ormond confirmed that she told Ms. Moreland that hiring Ms. Emerson would be
a good idea. Ms. Ormond added that she was aware Ms. Emerson and Ms. Moreland owned a
house together, but had no concerns and did not see it as a conflict.

Ms. Moreland, in her capacity as executive director, signed both NLAHEC contracts with
Ms. Emerson. Ms. Moreland stated that although she does not supervise Ms. Emerson, she
(Ms. Moreland) has communicated continuing education needs to Ms. Emerson and has
requested research from her under this contract. During our review, we noted that Ms. Moreland
stamped invoices submitted by Ms. Emerson as approved for payment and signed and dated the
invoices. In addition, Ms. Moreland authorized payments to Ms. Emerson by electronic funds
transfer (EFT) and signed one check that was issued to Ms. Emerson.

Records on file at both the Caddo Parish Clerk of Court’s Office and the Caddo Parish
Assessor’s Office confirmed that Ms. Moreland and Ms. Emerson own a house together and are
jointly responsible for the property taxes. Therefore, Ms. Moreland appears to have had a
“personal substantial economic interest” with Ms. Emerson at the time NLAHEC entered into
contracts with Ms. Emerson. Ms. Moreland’s activities of (1) writing a letter of recommendation
on Ms. Emerson; (2) signing her contracts (3) communicating continuing education needs to her
and requesting research from her; (4) approving her invoices for payment; (5) signing a check
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issued to her; and (6) authorizing EFT payments to her show a pattern of “participation” in the
NLAHEC transactions which may have violated state law.*

Inaccurate Leave Records Maintained on Executive Director

NLAHEC leave records maintained on Executive Director Susan Moreland were
inaccurate as they did not reflect 512 hours of vacation leave that she used between
September 2009 and June 2012. As a result, Ms. Moreland’s vacation leave balance is
overstated by 512 hours which, according to our calculations, equates to a value of $24,940.

NLAHEC records show that Ms. Moreland made 13 vacation leave requests totaling 512
hours between September 2009 and June 2012, and each leave request was signed by both
Ms. Moreland and the Board President. However, the 512 hours of leave used by Ms. Moreland
was not recorded in the payroll system causing Ms. Moreland’s accumulated (unused) vacation
leave balance to be overstated. Based on Ms. Moreland’s current rate of pay, the 512 hour
overstatement equates to a value of $24,940. Since NLAHEC allows employees to receive the
cash value of their accumulated vacation leave upon termination, such overstatement could result
in Ms. Moreland later receiving an improper financial benefit.

Improper and Undocumented Travel Expenses of Executive Director

From September 2, 2011 to January 14, 2012, Executive Director Susan Moreland
incurred improper and/or undocumented travel expenses totaling $3,036 on her NLAHEC-
issued credit card. These travel expenses were incurred on one out-of-state trip and
include three unused airfares.

National AHEC Organization (NAO) Fall 2011 Conference

Ms. Moreland incurred $1,173 of travel expenses for which there was no documented
business purpose. The agenda indicates the NAO conference was held in Washington, D.C., from
Tuesday, October 11, 2011 through Friday, October 14, 2011. However, NLAHEC records
show that Ms. Moreland arrived in Washington, D.C., on Sunday, October 9, 2011, even though
the NAO conference did not begin until Tuesday, October 11, 2011, at 4 p.m. There was no
documentation of the business purpose for her early arrival. Expenses incurred by Ms. Moreland
prior to the start of the conference included $400 for a hotel room and $213 for meal purchases.
In addition, Ms. Moreland purchased an airfare for Ms. Emerson to accompany her on this trip
and later reimbursed NLAHEC for the cost of this airfare.

NLAHEC records also show that Ms. Moreland left the conference one day early (on
Thursday, October 13, 2011) and flew to Boston, Massachusetts. The total cost to NLAHEC for
Ms. Moreland’s trip to Boston was $560 ($416 for a car rental and $144 for the Boston leg of her
roundtrip airline ticket from Shreveport). NLAHEC records did not show any meal or hotel
expenses for the Boston trip. According to Ms. Moreland, she stayed at her brother’s home in
Marblehead, Massachusetts.
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Ms. Moreland stated that her trip to Boston was to attend an East Coast Regional AHEC
meeting in Dover, New Hampshire. However, Ms. Moreland could not provide any
records/documentation to verify this statement. Also, local AHEC’s in the Boston/Dover area
could not confirm to us (auditors) that any regional meeting took place on that day. According to
Ms. Moreland, since she stayed through the weekend for personal reasons and to prevent any
appearance of impropriety, she deducted the value of the car rental and flight to Boston from a
subsequent travel reimbursement she submitted in November 2011 to NLAHEC. As of
March 18, 2013, her travel reimbursement with these deductions had not been processed by
NLAHEC.

Airplane Tickets Purchased and Not Used

In 2012, Ms. Moreland used her NLAHEC credit card to purchase three roundtrip
airplane tickets which were not used. The total cost of these three airfares was $1,863. All three
flights were to depart from Shreveport and the final destinations were (1) Washington, D.C.;

(2) Denver, Colorado; and (3) San Antonio, Texas.

According to Ms. Moreland, the purpose of these three airfares was for her attendance at
out-of-state conferences. Although the documentation supporting these three airfares gives no
indication that the airfares were not used, Ms. Moreland stated she was not able to attend these
conferences and did not use the airfares. Ms. Moreland further stated that the airfares were not
refundable and that she was awarded a credit by the airline for use on future flights; however,
NLAHEC did not have any documentation supporting the receipt of credit(s) for these unused
airfares.

NLAHEC Reimbursed Grant Funds for Expenses Not Incurred

In July 2011, NLAHEC submitted a grant reimbursement request to the
Department of Children and Family Services (DCFS) which included documentation of
expenses totaling $3,231 that were never incurred. Under the DCFS grant, NLAHEC was
required to submit documentation of its expenses to DCFS before reimbursement would be
made.

During our audit, we identified one reimbursement request that contained false
representation of facts which resulted in NLAHEC improperly receiving grant funds totaling
$3,231 from DCFS. On July 14, 2011, NLAHEC submitted a request for reimbursement to
DCEFS that included a “statement” from a vendor (Creative Advertising) which showed the
purchase of assorted promotional products totaling $34,997. Handwritten notes on the vendor
statement indicate that $3,231 of the total purchases was allocated to the DCFS grant” for
reimbursement, and the remaining $31,766 was allocated to other grants of NLAHEC. However,
neither NLAHEC records nor other granting agency records contain any requests submitted by
NLAHEC seeking reimbursement of the remaining $31,766 of expenses shown on the Creative
Advertising statement.

A The grant was funded by the Louisiana Children’s Trust Fund and supported activities to promote parental
involvement in child development.
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According to the owner of Creative Advertising, a NLAHEC employee (he could not
recall the employee’s name) called him and requested that he provide NLAHEC with an invoice
showing $34,997 of expenses for June 2011 with the understanding that the actual order would
be made at a later date. Although the owner was not provided a list of specific products to be
purchased, the owner generated a statement for June 2011, which showed “assorted promotional
products” with an amount due of $34,997. The owner’s records indicate the statement was
created on July 8, 2011, and e-mailed to Ms. Moreland on the same day. According to the
owner, NLAHEC never purchased the promotional products/supplies.

NLAHEC Executive Director Susan Moreland stated® that in the spring of 2011, she
worked with her staff to identify marketing and other supplies needed for current state contracts.
She indicated the fiscal coordinator was responsible for ordering the supplies from Creative
Advertising and had obtained the statement which represented Creative Advertising’s bid. She
(Ms. Moreland) did not follow up on the order or its status until August 2011, at which time she
discovered the order had not been made. By this time Creative Advertising’s ownership had
changed and the new owners were not familiar with the order. Ms. Moreland determined it was
too late to order the supplies since the timeframe of the grant had expired.

Former Fiscal Coordinator Martha Howe prepared the reimbursement request that
included the Creative Advertising statement. However, she claims that Ms. Moreland provided
her the statement and directed her to allocate the expenses to state grants with unexpended funds.
In support of Ms. Howe’s claim, Creative Advertising records show the statement was e-mailed
to Ms. Moreland shortly before the reimbursement request was prepared. Ms. Howe added that
she was never directed to order supplies from Creative Advertising.

The reimbursement request includes Ms. Moreland’s signature. Next to the signature are
Ms. Howe’s initials. According to Ms. Moreland, this is not her signature and she never gave
permission to any employee to sign her name. According to Ms. Howe, Ms. Moreland rarely
came to work at the office (sometimes being absent from the office for weeks at a time). During
these periods, Ms. Moreland would direct Ms. Howe to sign her name to documents. Ms. Howe
claims she was uncomfortable with this practice which is why she would sign her initials next to
these signatures. Several former NLAHEC employees confirmed that Ms. Moreland rarely
worked at the office.

B Two page written statement provided by Ms. Moreland dated October 18, 2012.
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Missing Public Records

During our audit, we noted instances of missing public records such as grant
contracts, travel reimbursement requests, and board meeting documentation, which may
violate state law.?

NLAHEC records were poorly organized and in some instances not available,
significantly hindering our audit process. State law® requires public records to be maintained for
at least three years. By failing to properly maintain public records, NLAHEC management may
have violated state law.*

Recommendations

NLAHEC should:

1)
(2)

(3)

(4)

(5)
(6)

reimburse $3,231 to DCFS for the expenses improperly reimbursed to NLAHEC,;

consult with legal counsel and the Louisiana Board of Ethics about the legality of
the continuing education contract with Ms. Karen Emerson;

correct Ms. Moreland’s leave records/balance by accounting for and deducting the
512 vacation leave hours she took from September 2009 to June 2012;

seek recovery of $3,036 from Ms. Moreland for the costs of her (a) early arrival at
the NAO Fall 2011 Conference in Washington, D.C.; (b) associated side trip to
Boston, Massachusetts; and (c) three cancelled plane tickets for which there is no
documentation of credit(s) issued;

ensure the business purpose of all travel expenses is documented; and

ensure all public records are maintained in accordance with state law.



LEGAL PROVISIONS

1 R.S. 4281112 (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 economic interest of which he may be reasonably expected to
know involving the governmental entity.”

2R.S. 4281102 (21) states, in part, “Substantial economic interest” means an economic interest which is of greater
benefit to the public servant or other person than to a general class or group of persons...”

*R.S. 44836 (A) provides, in part, “All persons and public bodies having custody or control of any public record,
other than conveyance, probate, mortgage, or other permanent records required by existing law to be kept for all
time, shall exercise diligence and care in preserving the public record for the period or periods of time specified for
such public records in formal records retention schedules developed and approved by the state archivist and director
of the division of archives, records management, and history of the Department of State. However, in all instances
in which a formal retention schedule has not been executed, such public records shall be preserved and maintained
for a period of at least three years from the date on which the public record was made...”



APPENDIX A

Management’s Response
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NLAHEC is instituting a record retention policy complying with applicable state law and that
policy will be strictly adhered to by the staff and board.

Should you require anything further from us, please do not hesitate to call.

Sincerely,

y Dot B Aol T

amuel K. Abshire, M.D. = Robert S. Noel, 1
,5// 'z
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tarms of the transporting air carriers, which are herein incorporated by referance and made part of the contract of carriage. Other carriers on
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NOTICE OF INCORPORATED TERMS OF CONTRACT

Air Transportation, whather it is domestic or internations! (inciuding domaestic portions of international journeys), is subject to the individusl
terms of the transporting air carriers, which are herein incorporated by reference and made part of the contract of cariage. Other carviers on
which you may be ticketed may have different conditions of camiage. Intemations! alr transportation, inthuding the casrier's fiablity, may also
be governed by applicabie tariffs on file with the U.8. and other governments and by the Warsaw Convention, as amended, or by the
Montreal Convention. Incorporated terms may include, but are not resiricted to; 1. Rules and limils on Hability for personal injury or death, 2
Rules and limits on lisbiity for baggage. including Yragile or perishabie goods, and avallability of excess valuation charges, 3. Claim
restrictions, inciuding time periods in which passengers must! file a claim or bring an action sgainst the air carrier, 4. Rights on the air carrier
{0 change terms of the contract, 5. Rules on reconfirmation of reservations, check-in times and refusal to carry, 6. Rights of the air catder and

lirnits on liability for dalay or fellurs to perform servics, including schedule changes, substitution of sltemate air carders or gircraft sand
rarouting.

You can cbtain sdditional information on ifems 1 through 6 above at any U.8. location where the iransporting air carrier's ticksts ars

sold. You have the right 1o inspect the full text of aach transporting air Carrier's terms at ite airport and city ticket offices. You also have the
right, upon request, to receive (free of charge) the full fext of the applicable terms incarporated by reference from aach of the transporting air
carriers. (nformstion on ordering the full text of each air carrier's terms is availabie at any U.S. location where the air carrier's tickets are sold
of you tan click on the Conditions of Carriage bution below.

Conditions OF Special

Corviage Assistance

f
Our We know why yois fly’
Lowest Fare AmericanAirlines
% Guarantee oaly at Ad.com AA com

This a-mai address is non-retumabie and dois not accommodsie repiies.
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