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E xecutive Sum m ary 

Investigative A udit R eport 
O ffice of Risk M anagem ent 

The following sum m arizes the findings and recom m endations as w ell as m anagem ent's response 
that resulted from this investigation. Detailed information relating to the findings and 
recom m endations m ay be found at the page number indicated. M anagem ent's response m ay be 
found at A ttachm ent 1. 

Em ployees R eceived Cash by Paying 
Fraudulent Insurance C laim s 

Finding: 

Recom m endation: 

(Page 7) 

From N ovember 1997 to D ecem ber 2000, M s. Carry Em erson, 

Claims Examiner with the Office of Risk Management (ORM), 
organized and executed a schem e whereby 349 fraudulent 
insurance claims totaling $1,036,972 were processed and paid 
by ORM . Another 47 claims, totaling $120,783, are suspected 
to be fraudulent. M s. Em erson and others participated in the 
scheme and shared the proceeds. Of these participants, 104 
have adm itted to their involvem ent in the scheme. 

W e recom m end that the District Attorney for the Nineteenth 
Judicial District of Louisiana review this inform ation and take 
appropriate legal action, to include seeking restitution. 

M anagem ent's Response: The m anagem ent of the O ffice of Risk M anagem ent concurs 
with this finding. M anagem ent would like to add: 

Although it is extrem ely unfortunate that this event took place, 
it is important to note that everything that is possible to prevent 
a sim ilar occurrence from taking place in the future w ill be 
done. However, it should also be noted that the cut that the 
Office of Risk M anagem ent has sustained in its Table of 
Organization w ill exacerbate the problem of supervisors, 
adjusters, and examiners being able to adequately handle their 
caseloads, oversight and review. Because of the cut in the 
Table of Organization and because of the need for claim s 
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adjusters, ORM has not been able to hire an internal auditor. 
The critical need for an internal auditor is recognized but the 
overwhelming need for positions to process claims cannot be 
ignored. 

Breakdow n of Internal Controls Allow ed 
Fraudulent Insurance C laim s to B e Paid 

Finding: 

(Page 12) 

Though the Office of Risk M anagem ent had a system of 
intern al controls in place, m anagem ent's oversight and 
adherence to these controls was not sufficient to ensure that 
improper paym ent of road hazard claims would be detected in 
the normal course of business and in a tim ely m anner. 
M anagem ent w as negligent in its duties in ensuring that the 
controls w ere actually followed, rendering the system 
ineffective as follow s: 

1. Though road hazard sm all claim s increased from 
$101,048 in 1997 to $811,059 in 1999 (an increase of 
800%), management took no definitive action to 
determ ine the cause of such increase. 

2. A ll road hazard claim s were not approved by the 
claim s supervisor as required by policy. 

3, Reviews conducted by the claim s superv isor w ere not 
adequate and failed to discover that required 
docum entation was m issing and fraudulent docum ents 
w ere used to support m any of the claim s. 

4. The claim s superv isor admittedly approved blank 
paym ent authorization form s at the request of the 
claim s exam iner. 

5. Though control reports w ere generated by the offi ce's 
accounting system listing all claim s paid by 
individual claim s exam iners, the claim s supervisors 
accepted handwritten reports from the road hazard 
claim s exam iner. These reports did not include all of 
the claim s actu ally paid. 

6. Though claim s required approval of the claim s 
supervisor, claim s were entered into the claim s 
paym ent system and checks were generated an d 
disbursed w ithout proper approval. 
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Recom m endation: 

7. Accounting records w ere falsified show ing that claim 
checks w ere m ailed to the claim ant when, in fact, the 
cheeks were picked up at ORM  or given to an ORM  
em ployee. 

W e recom m end that m anagem ent review its internal control 
over its claim s review and paym ent processes and im plem ent 
such controls that w ill ensure that only valid, properly 
docum ented, and properly authorized claim s against the state 
are paid. In addition, m anagem ent should implem ent a system 
of review to ensure that all em ployees, in every situation and 
circum stance, adhere to these accounting controls. 

M anagem ent's Response: The m anagem ent of the Office of Risk M anagem ent concurs 
w ith this finding. Although controls w ere in place, som e of the 
controls were being bypassed or were not being properly 
followed. The procedures have already been revised to tighten 
the controls in the area of com puter input of claim s and 
releasing of checks. Copies of these revisions are attached. A 

project is underway agency-wide to revise the policies and 
procedures. It is estimated that this project will not be 
completed until year-end. On page 18 of this finding, a copy of 
an Em ail is show n along w ith the audit recom m endation. The 
Claim s O fficer, M s. Lorraine LeBlanc, has been asked to 
respond to this and her response is attached. A gain, 
m anagem ent of the Office of Risk M anagement would like it to 
be noted that the cuts to TO and dollars in all of its program s 
has greatly affected the operations of the agency. This is 
offere d not as an excuse for the event that triggered this audit, 
but as a com m ent to establish that ORM  will m ake every effort 
within the lim its of its resources to function in a m anner that 
protects the State's assets which are under the responsibility of 
ORM . 
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B ackground and M ethodology 

The O ffice of Risk M anagem ent is an agency of the State of Louisiana charged w ith 
adm inistering the self-insurance program w ithin the state. ORM  divides the state's risk, and 
therefore insurance, into seven areas, one of which is "Road Hazards." The Road ttazard 

Section is responsible for investigating, adjusting, and managing claims against the state for 
negligence and/or defects in roadway design, construction, and/or m aintenance. O RM  classifies 
road hazard claim s into tw o categories: sm all claim s that do not involve litigation and those 
claim s that will be litigated. 

On D ecem ber 7, 2000, the Legislative Auditor received an allegation that M s. Carry Em erson, 
Claims Examiner with the Office of Risk M anagement (ORM ), organized and executed a scheme 
whereby fraudulent insurance claim s were processed and paid by ORM . Four other ORM  

employees were also implicated in the scheme. This investigation was conducted jointly 
betw een the Office of Legislative Auditor and the Baton Rouge City Police. 

The procedures performed during this investigative audit consisted of (1) interviewing 
employees of ORM and claimants; (2) interviewing other persons as appropriate; (3) examining 
selected ORM records; (4) performing observations and analytical tests; and (5) reviewing 
applicable state and federal laws and regulations. 

The results of our investigation are the findings and recom m endations herein. 



Office of Risk M an 



Findings and R ecom m endations 

EM P1.O YEES REC EIVED CA Stl BY 
PA Y ING FRAUD ULENT INSURAN CE 
CI,A ! M S 

From Novem ber 1997 to D ecem ber 2000, M s. Carry Em erson, Claim s Exam iner w ith lhe 

Office of Risk M a~agemcnl (ORNi), organized and execu'~ed a scheme v,'hercby 349 
fi'audulent insurance claim s totaling $1,036,972 were processed and paid by O RM . 
A nother 47 claim s, lolaling $120,783, are suspec|ed to be fraudulent, M s. Em erson and 
others participated in the schem e and shared the proceeds. O f these participants, 104 Ilavc 
adm itted to flleir involvem ent in the schem e. 

The O ffi ce of Risk M anagem ent is an agency 
of the Stale of Louisiana charged with 
adm inistering the self-insurance program 
within the state. ORM  divides tile state's risk, 
and fllercfore insurance, into seven areas, one 
of which is "Road Hazards." The Road Hazard 
Section is responsible for investigating, 

adjusting, and managing claims againsl the 
statc for negligence and/or defects in roadway 
design, construction, and/or m aintenance. 
ORM  classifies road hazard claim s into two 
categories: sm all claim s that do nol involve 
litigation and those claim s that w ill be litigated. 

Road hazard claim s are first received by the 
Road ltazard Supervisor. The supervisor 

assigns tile claim to an examiner or adjuster for 

C laim s Paid by C arry Em erson 

review and determination of the claim's validity. Claims are assigned to cxamincrs and adjusters 
depending on the com plexity of the claim . Complex claim s involving litigation are assigned to a 

claims adjuster. Small claims, which arc those not involving litigation, are assigned 1o the claims 
examiner. The claims adjuster and examiner differ m that the examiner has a lower level of 
attthority. 

This report, and out" investigative audit, concern s these sm all claim s. For sm all claim s, the 
exam iner determ ines the validity of the claim based on a review of claim docum entation, 
inch~ding a com pleted claim form , two estim ates of repairs or a paid rcpair im ,oice, a valid 
vehicle registration, proof of insurance and Louisiana Departm ent of qrausporlation and 
I)evelopm enl m aintenance records and reports. Once the exam iner determ ines that a claim is 
valid, the exam iner has the attthority to approve claim payments up to $1,250 without a 
supervisor's signature approval. Ally payments above $1,250 are subject to fim hcr review and 

m ale 

Ills 
o~ 34% 
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signature approval by a supervisor. U ltim ately, 
supervisors are responsible for the final decision on all 
claim s, regardless of dollar am ount.. 

M s. Carry Em erson held the position of Claim s 
Exam iner in the Road Hazards division from 
November 1997 to Decem ber 2000. M s. Em erson dealt 
only w ith sm all claim s that did not involve bodily 

injury or litigation. During M s. Emerson's employ- 
m ent, the am ount of road hazard sm all claim s paid by 
ORM  increased dram atically. In 1997, the first year of 
M s. Emcrson's employment, ORM  paid $101,048 in 
road hazard sm all claim s. In 1999, ORM  paid 
$811,059, an increase of over 800% . M s. Em erson 
processed and paid $1,749,834 in small claims from 
November 1997 to D ecember 2000. 

In February of 1998, M s. Em erson began to orgmfize and execute a schem e whereby at least 349 
fraudulenl claims, totaling $1,036,972, were processed and paid by ORM . Another 47 claims, 
totaling $120,783, are suspected to be fraudulent. M s. Emerson and others carried out this 
scheme by the following actions: 

Recruiting individuals to file false claim s 

Recruiting individuals to solicit others into the schem e 

A ssisting w ith preparation of claim docum entation 

Preparing fraudulent repair estim ates 

Improperly approving the false claim s 

Circum venting controls 

Splitting the proceeds with recruiters and claim ants 

Obtaining claim ant checks from two individuals in the ORM  accounting 
departm ent 

aid 

En',erson Prepared Payment Fomas I  

Collected Cash Claimants Instructed Zanders & Emerson Directed Checks Prepared & Sent to 
From Claimants to (?ash Their Checks Checks to Be M ailed or Picked Accounting for Distribution 

up From Accounting 
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M S. CARRY EM ERSON 

M s. Em erson filed and approved fraudulent claim s in the nam e of fam ily m embers and friends 
for dam age to flleir vehicles on state highways. A ccording to num erous people who adm itted 
their involvem ent in the schem e, M s. Em erson provided the claim ants w ith a claim form and 
inform ation necessary to complete the claim , such as accident location, description of the 
aecident, and the extent of dam age to the vehicle. According to these claim ants, they then 
returned the claim form to her, along w ith a copy of their registration and insurance. In m any 
cases, M s. Em erson provided fraudulent dam age estim ates and invoices to com plete the 
claim ant's file. She also approved m any files containing altered registrations and insurance 
cards. 

M s. Em erson's hom e com puter was used to create fraudulent invoices and estim ates. A ccording 
to relatives of M s. Em erson, once she realized that her schem e had been uncovered, she 
attem pted to destroy all inform ation contained on the computer and dispose of it. Baton Rouge 
City Police recovered the computer, and subsequently, fraudulent invoices were retrieved from 
the com puter's hard drive. 

Once  M s. Em erson approved the fraudulent claim , the accounting departm ent received the 
approved claim form and held custody of the check. The check was then m ailed, picked up by 
the claim ant, or rem oved from ORM  by M s. Em erson or M s. Cassandra Zanders, a supervisor in 
the accounting departm ent. Several people who adm itted their involvem ent in the schem e stated 
that when they acquired the check from  the office, M s. Em erson accompanied them to cash the 
check at a local bank. She then instructed the claim ant to return portions of the cash to her. 
These portions ranged from one-third to one-half of the claim paym ents. 

Claim ants w ere recruited to file fraudulent claim s by M s. Em erson, other claim ants, and in som e 
cases, other ORM  em ployees. D uring interview s of people who adm it to being involved in the 
schem e, we were inform ed that these claimants split their check three ways in m ost cases: one- 
third to their recru iter, one-third to them selves, and one-third to M s. Em erson. According to 
these individuals, M s. Em erson generally received at least one-third of the fraudulent claim s. 
Therefore, she m ay have received at least $345,657 from these fraudulent claims. 

A s the schem e progressed, other ORM  em ployees becam e involved. A ccording to claim ants that 
adm itted their involvem ent in the schem e, these employees included M s. Annette Carroll, a clerk 
in the claim s departm ent, M s. Cassandra Zanders, a supervisor in the accounting departm ent, and 
M s. M am ie Johnson and M s. Bernadine Collins, both clerks in the accounting departm ent. 
According to several claim ants that w ere recru ited by these employees, when they received a 
check, the claim ant split the m oney three ways: one-third to M s. Em erson, one-third to the 
recruiting employee, and one-third to them selves. These employees involvement in the scheme 
is as follows: 
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Annette Carroll - Ms. Carroll was a clerk in the claims department. Her job 
duties included entering claim s into the computer system for paym ent. Based on 
interviews with M s. Carroll and others, she was involved in at least 26 fraudulent 
claim s from  which she received one-third the m oney. These claim s totaled 
$67,233; therefore, M s. Carroll personally received $22,411 from fraudulent 
claim s. 

C assandra Zanders - M s. Zanders w as a supervisor in th e accounting 
department. According to two accounting clerks, M s. Johnson and M s. Collins, 
M s. Zanders instructed them to m ark checks that were held for pick up by the 
claimant as mailed. She also personally picked up several checks and delivered 
them to claim ants. Several people who adm itted their involvem ent in this schem e 
im plicated M s. Zanders. A ccording to these claim ants, M s. Zanders received 
one-third of the proceeds from at least 20 fraudulent claims totaling $38,955. 
M s. Zanders, therefore, may have received at least $12,985 from fraudulent 
claim s. 

Bernadine Collins and M am ie Johnson - M s. Collins and M s. Johnson w ere 
clerks in the accounting department responsible for distribution of claim checks. 
M s. Collins and M s. Johnson stated that M s. Zanders and M s. Em erson instructed 
them on occasion to mark checks as having been mailed when the checks were 
actually taken by either M s. Em erson or M s. Zanders. W e were unable to 
determ ine whether or not M s. Collins and M s. Johnson received any m oney for 
their involvem ent in the schem e. Both M s. Collins and M s. Johnson maintain that 
they did not receive any of the proceeds. 

There w ere m any other "recru iters" that did not w ork at ORM . These recru iters also solicited 
people to file false claims. According to many claimants who admitted their involvement in the 
schem e, they split the cash from their claim checks three ways: one-third to the recruiter, one- 
third to M s. Em erson, and one-third to them selves. The follow ing is a partial list of non-ORM  
em ployee recru iters: 

D an A nderson, Sr. - M r. Anderson is Carry Em erson's brother. According to 
individuals who adm itted that their claim s were fraudulent, M r. Anderson either 
recru ited or was otherwise involved in at least 18 claims, totaling $60,031. He 
therefore may have received at least $21,162 from fraudulent claims. 

D an A nderson, Jr. - M r. Anderson is Carry Em erson's nephew . A ccording to 
individuals who adm itted that their claim s w ere fraudulent, M r. Anderson either 
recru ited or was otherwise involved in at least six claims, totaling $20,556. He 
therefore may have received at least $7,536 from fraudulent claims. 

Clara Joseph - M s. Joseph is a form er co-w orker of M s. Em erson at Southern 
U niversity. D uring an interview, she adm itted to recru iting at least 13 people to 
file fraudulent claim s. A ccording to M s. Joseph and others who implicated her 
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involvement in their claims, she was involved in 16 claims, totaling $45,574 
Therefore, M s. Joseph personally received at least $15,965 from these claim s. 

O ctavia Johnson - M s. Johnson is also a form er co-w orker of M s. Em erson at 
Southern University. She adm itted to filing tw o fraudulent claim s for herself. 
According to M s. Joseph, M s. Johnson recru ited people to file fraudulent claim s. 
As of the date of this report, we have been unable to determ ine the number of 
claimants recruited by M s. Johnson. However, we have identified $2,632 
received by M s. Johnson from fraudulent claim s. 

Ernest P. Em erson - M r. Em erson is Carry Em erson's son. He adm itted to being 
involved in four claims, totaling $8,585, and would have personally received 
$4,063 for these claims. 

Lydell Em erson - M r. Em erson is Carry Em erson's son. H e was involved in 
filing one claim , totaling $844. In addition, M r. Emerson, by his own admission, 
assisted his m other in attempting to destroy information on her personal 
com puter 

Alvin Janiee - M r. Janice adm itted to filing tw o claim s in his own nam e and 
recruiting 14 people. M r. Janice stated that he was recruited by and worked 
directly with M s. Cassandra Zanders. He received at least $3,876 from his claims 
and the claim s of people he re cruited. 

Erie Pogue - M r. Pogue adm itted to filing tw o claim s in his nam e, one claim in 
his w ife's nam e, and recruiting at least six other people to file claim s, totaling 
$25,012. M r. Pogue stated that he received one-half of his and his wife's claims 
and one-third of the other claim s, or approximately $9,446. 

Felieia Davis Sm ith - M s. Sm ith adm itted to filing a fraudulent claim in her name 
mid recm iting at least six other people. M s. Sm ith stated that she received 
one-half of the claim in her nam e and one-third of the others. These claim s 
totaled $21,619, of which M s. Smith received approximately $7,685. 

Carl D avis - A ccording to M r. Davis, his m other, Felieia Sm ith, recruited him to 
file a claim . He then recruited at least five other people who filed claim s, totaling 
$16,955, and received at least $5,652 of this amount. 

A usbin M artin - M r. M artin is a friend of M s. Felicia Sm ith. According to 
M r. M artin and others, he filed a claim in his nam e and recruited at least five 
people to file claims. These claims totaled $16,740, of which he received at least 
$5,580. 

Junious H enderson - M r. Henderson filed a claim in his nam e and recru ited 
several other claimants. According to individuals he recru ited that adm itted their 
involvem ent in the schem e, he generally put them  in touch w ith Dan Anderson, 
Sr., and received a sm all "finder's fee" for his efforts. He w as involved in at least 

|1 
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eight fraudulent claims, totaling $25,308, and may have received at least $2,052 
from these claim s. 

M s. Em erson and approxim ately 335 others participated in the schem e. Several of these 
participants filed m ore than one fraudulent claim , bringing the total number of fraudulent claim s 
to 349. Of these participants, 104 have adm itted to their involvem ent in the schem e. Another 47 
claims totaling $120,783 are suspected to be fraudulent. M s. Emerson continued this scheme 
until m anagem ent of ORM  w as m ade aware of the fraud in December 2000. 

Based on these actions by M s. Carry Em erson, M s. Annette Carroll, M s. Cassandra Zanders, M s. 
M am ie Johnson, M s. Bem adine Collins, and the other recruiters, the follow ing state laws m ay 
have been violated: 

R.S. 14:26, "Crim inal Conspiracy" 

R.S. 14:67, "Theft" 

R .S. 14:133, "Filing False Public Records" 

R.S. 14:134, "M alfeasance" 

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

Though the actions of the parties listed in this report appear to be w ithin the scope of the laws 
listed above, the actual determination as to whether individuals are subject to formal charge is at 
the discretion of the district attorn ey. 

W e recom m end that the D istrict Attorney for the N ineteenth Judicial D istrict of Louisiana 
review this inform ation and take appropriate legal aetion, to include seeking restitution. 

BR EA K DO W N O F IN TERNA L CO N TRO LS A LLO W ED 
FRA UD ULENT IN SURA N CE C LA IM S TO BE PA ID 

Though the O ffi ce of Risk M anagem ent had a system  of internal controls in place, 
m anagem ent's oversight and adherence to these controls w as not suffi cient to ensure that 
im proper paym ent of road hazard claim s w ould be detected in the norm al course of 
business and in a tim ely m anner. M anagem ent w as negligent in its duties in ensuring that 
the controls w ere actually follow ed, rendering the system ineffective as follow s: 

1. Though road hazard sm all claim s increased from $101,048 in 1997 to 
$811,059 in 1999 (an increase of 800% ), management took no definitive 
aetion to determ ine the cause of such increase. 

A ll road hazard claim s w ere not approved by the claim s supervisor as 
required by policy. 
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3. 

7. 

Reviews conducted by the claim s supervisor were not adequate and failed to 
discover that required docum entation w as m issing and fraudulent 
docum ents w ere used to support m any of the claim s. 

The claim s supervisor adm ittedly approved blank paym ent authorization 
form s at the request of the claim s exam iner. 

Though control reports w ere generated by the offi ce's accounting system 
listing all cl aim s paid by individual cl aim s exam iners, the claim s supervisor 
accepted handw ritten reports from  the road hazard claim s exam iner. These 
reports did not include all of the claim s actually paid. 

Though cl aim s required approval of the cl aim s supervisor, claim s w ere 
entered into the claim s paym ent system  and checks w ere generated and 
disbursed w ithout proper approval. 

A ccounting records w ere falsified showing that claim  checks w ere m ailed to 
the claim ant w hen, in fact, the checks w ere picked up at O RM  or given to an 
O RM  em ployee. 

As stated previously, ORM  is the agency charged with adm inistering the state's self-insurance 
program . ORM  divides the state's risk, and therefore insurance, into seven areas, one of which is 
"Road Hazards." The Road Hazard Section of ORM is responsible for investigating, adjusting, 
and m anaging claim s against the state for negligence  and/or defects in roadway design, 
construction, and/or m aintenance. 

ORM investigated, adjusted, and managed road hazard claims through a system of procedures 
and controls as follows: 

Road hazard claim s filed w ith the ORM  are m uted to the road haz ard supervisor. 
M r. Richard LeJeune and M r. Kerry Dubea served ORM  as superv isors of the 
Road Haz ard Section during the period covered by this report. In their capacity as 
supervisors, M r. LeJeune and/or M r. D ubea assigned road haz ard sm all claim s to 
an exam iner for review and determ ination of the claim 's validity. M s. Carry 
Em erson held the only position of claim s exam iner in the Road Hazards division 
from  N ovember 1997 to D ecember 2000. 

The claim s exam iner w as to ensure that the claim ant subm itted the proper claim 
form and request, in w riting, a copy of the dam aged vehicle's registration, 
evidence of insurance, and two estim ates for repair of the vehicle or the item ized 
repair lnVOlCe 

Once the claim ant subm itted the proper docum entation, the claim s exam iner was 
required to determ ine through communication w ith the Louisiana Departm ent of 
Transportation and Development that an actual hazard existed on a state owned 
road and that the state had either actual notice or constructive notice of the 
existence of the hazard. 



Office of Risk M  

5 

6 

7 

8 

9 

After verifying that a loss had occurred for w hich the state w as liable, the claim s 
exam iner w as required to determ ine the equitable value of the loss through the 
inform ation and estimates subm itted by the claimant. 

Upon com pletion of the review , the claim s exam iner w as required to m ake a 
recom m endation as to the validity of the claim and the amount that should be paid 
to the claim ant for his/her loss. 

ORM 's procedures called for a m ulti-level approval process, once by the claim s 
exam iner and second by the claim s supervisor. The road hazard claim s exam iner 
had the authority to approve claim payments up to $1,250. However, according to 
ORM 's policy, the exam iner was to subm it all claim files to the supervisor for a 
final decision. Therefore, this policy required approval of the superv isor w ithout 
regard to dollar am ount. 

Once authorized for paym ent, the claim s clerk entered the claim into the payment 
system , which generated a check payable to the claimant, and forwarded the 
approved paym ent form to ORM 's accounting departm ent. 

The accounting departm ent disbursed the claim check according to instructions 
listed on the paym ent form . 

Periodically, the claim s supervisor w as provided a deta iled report of claim s paid 
by their subordinates for review purposes. 

CLAIM S INCREASED D RAM ATICALLY - 
N O A CTION BY M ANAGEM ENT 

A proper system of internal control would require that m anagem ent analytically review losses to 
determ ine any unusual trends or irregularities. Though road hazard sm all claim s increased from 
$101,048 in 1997 to $811,059 in 1999, an 800% increase, management took no definitive action 
to determ ine the cause of such an increase. 

M r. Dubea informed us that at som e point he noticed road haz ard small claims increasing and 
brought it to M r. LeJeune's attention. A ccording to M r. LeJeune, he m et with M s. Em erson to 
discuss the increase in claim s. M s. Em erson explained that the increase in road hazard claim s 
m ay have been related to the unusually dry w eather and th e impact th is condition m ay be having 
on the state's roadways. M r. I~Jeune did not give us any indication that he took further action to 
determine the cause of the increase in road haz ard claims filed. 
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Findings and Recom m endations 

A LL R OAD H AZARD CLAIM S W ERE NOT 
A PPROVED BY THE CLAIM S SUPERVISOR 

The system  of control required that the claim s supervisor m ake the final decision on all claim s. 
According to M r. LeJeune m~d despite ORM 's poliey, he m ade no decisions on claim s under 
$1,250. Of the 396 claim files examined during this investigative audit, only 23 files were 
within M s. Em erson's authority. Of the rem aining files, 208 were paid without the approval of 
the claim s supervisor. 

R EVIEW S C ONDUCTED BY C LAIM S 
SUPERVISOR W ERE INADEQUATE 

A review of ORM 's records indicates that of the 349 fraudulent and 47 suspected fraudulent 
claim s m entioned in the previous finding, at least 165 were claim s approved by M r. LeJeune that 
were either lacking required docum entation or w ere supported by fraudulent docum entation. 
This indicates that little attention was given to the claim s that M r. LeJeune did review. 

C LAIM S SUPERVISOR A PPROVED BLANK 
PAYM ENT D OCUM ENTS 

Payment authorization documents were used to authorize the entry of the claim into the payment 
system , generate the claim check, and direet the disbursem ent of the claim ant's check. H owever, 
M r. LeJeune stated that on one occasion he signed blank paym ent form s at M s. Em erson's 
request. 

CLAIM S SUPERVISOR A CCEPTED H ANDW RITTEN 
CONTROL R FPORTS 

Periodically, supervisors w ere provided control reports show ing the activity of their 
subordinates. M r. LeJeune and M r. Dubea stated that they received computer-generated reports 
from the ORM claims system that indicated claims approved for payment by all claim adjusters 
and exam iners. H owever, M s. Em erson would provide them w ith a handwritten report, which 
reported a much lower dollar am ount and number of claim s paid as compared to the computer 
report. M r. LeJeune and M r. Dubea accepted M s. Em erson's handwritten reports w ithout 
conducting a comparison to the com puter-generated reports. 
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and Recom m endations 

C LAIM S W ERE PAID W ITHOUT 
PROPER A UTIIOR1ZATION 

Though the system required that claims over $1,250 have the claims supervisor sign the claim 
paym ent form before this inform ation is entered into the paym ent system , 208 claim s were paid 
without proper authorization. This indicates that (1) the claims supervisor failed to properly 
review the claim file; (2) the claims clerk, the individual responsible for entering the data into the 
payment system, did not ensure that proper authorization had been obtained; and (3) the 
accounting departm ent did not verify proper authorization before releasing the claim check. 

In addition, the system also requires that paym ent form s be routed back to the claim s superv isor 
from the accounting departm ent once the paym ent check is released. According to M s. lx~rraine 
LeBlanc, State Risk Claim s Officer, the claim s supervisor is the last checkpoint to ensure that all 
paym ent form s are properly signed and approved. A s m entioned previously, 208 claim s w ere 
paid without supervisory signature approval. 

A CCOUNTING D OCUM ENTS W ERE FALSIFIED 

Once prepared, em ployees of the accounting departm ent should either m ail the claim checks or 
hold the checks until the claim ants pick up the checks from the accounting departm ent. The 
acco unting departm ent had two employees, M s. M am ie Johnson and M s. Bernadine Collins, that 
would receive claim checks and prepare them to be m ailed or picked up by the claim ants. 
According to M r. LeJeune, claim ants rarely pick up checks, m aybe three or four a month. 
However, M s. Johnson and M s. Collins stated that their superv isor, M s. Cassandra Zanders 
(a recruiter for M s. Emerson), instructed them to record and certify certain claim checks as being 
m ailed when in fact the claim ants picked up the check or M s. Zanders and M s. Em erson 
rem oved the checks from  ORM . 

A review of 328 cancelled checks relating to the fraudulent claim s indicates that 33 were 
negotiated w ithin 24 hours of the issue date despite being recorded as m ailed to the claimants. 
This w ould indicate that the checks w ere not m ailed. In addition to these 33 checks, we 
interv iewed 13 claim ants w hose files indicate the checks were m ailed, though the claim ants 
actually received their checks directly from M s. Em erson, M s. Zanders, or their recruiters. In 
addition, as m entioned in the previous finding, both M s. Johnson and M s. Collins adm itted to 
falsifying num erous accounting records. 

M ANAGEM ENI"S A PPRECIATION OF INTERNAL 
CONTROLS, POLICIES, AND PROCEDURES 

Because of the lack of m anagem ent oversight and adherence to internal control during the claim 
process, approximately $1,036,972 in fraudulent claims and $120,783 in suspected fraudulent 
claim s were paid by ORM . In addition, internal correspondence between two m embers of 
ORM 's m anagem ent causes us to question m anagem ent's appreciation of intern al controls, 
policies, and procedures. This correspondence suggests that ORM  lim it its policies and 
procedures to avoid "additional overv iew by the Leg. Auditors if possible." 
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Office of Risk M anagem en 

R ECOM M ENDATION 

W e recom m end that m anagem ent review its internal control over its claim s review and paym ent 
processes and im plem ent such controls that w ill ensure that only valid, properly docum ented, 
and properly authorized claim s against the state are paid. In addition, m anagement should 
implem ent a system of review to ensure that all employees, in every situation and circum stance, 
adhere to these accounting controls. 
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M anagem ent's R esponse 



M.J.=MIKE'FOSTER, JR 
GOVERNOR 

M arch 29, 2000 

State of Louisiana 
DIVISIO N O F ADM INISTRATIO N 

OFFICE OF RISK MANAGEM ENT 

D r. D aniel G . Kyle, CPA , CFE 
Legislative Auditor 
P.O . Box 94397 
Baton Rouge, La. 70804-9397 

D ear D r. Kyle 

MARK C. DRENNEN 
COMMISSIONER OF ADMINISTRATION 

Attached is m y response to the recent audit conducted by D an D aigle of the Investigative Audit 

D ivision. 

State Risk D irector 

SEK /ELW /kg 

POST OFFICE BOX 94095 ~ BATON ROUGE, LA 70804-9095 
(225) 342-8500 ~ Fax (225) 342-8418 
AN EQUAL OPPORTUNITY EMPLOYER 



Finding: Em ployees Receive Cash By Paying Fraudulent Insurance Claim s 

Response: 

The m anagem ent of the O ffice of Risk M anagem ent concurs w ith this finding 

M anagem ent would like to add 

A lthough it is extrem ely unfortunate that this event took place, it is im portant to note that 
everything that is possible to prevent a sim ilar occurrence taking place in the future w ill be 
done. H owever, it should also be noted that the cut that the Office of Risk M anagem ent has 

sustained in its Table of Organization will exacerbate the problem of supervisors, adjusters, 
and exam iners being able to adequately handle their caseloads, oversight and review . Because 

of the cut in the Table of Organization and because of the need for claims adjusters, ORM has 
not been able to hire an internal auditor. The critical need for an internal auditor is recognized 
but the overwhelm ing need for positions to process claim s cannot be ignored. 
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Finding: Breakdown of Internal Controls allowed Fraudulent Insurance Claim s to be 
Paid 

Response: 

The m anagem ent of the Office of Risk M anagem ent concurs w ith this finding 

A lthough controls were in place, som e of the controls were being by passed or were not being 
properly followed. 

The procedures have already been revised to tighten the controls in the area of com puter input 
of claim s and releasing of checks. Copies of these revisions are attached. 

A project is underway agency wide to revise the policies and procedures. It is estimated that 
this project will not be completed until year end. 

On page 16 of this finding, a copy of an Em ail is shown along w ith the audit reconunendation. 
The Claim s Officer, M s. Lorraine LeBlanc has been asked to respond to this and her response 
is attached. 

Again, M anagem ent of the Office of Risk M anagem ent would like it to be noted that the cuts 
to TO and dollars in all of its program s has greatly affected the operations of the agency. 

This is offered not as an excuse for the event that triggered this audit, but as a comm ent to 
establish that ORM  w ill m ake every effort w ithin the lim its of its resources to function in a 
m anner that protects the States assets which are under the responsibility of ORM . 



M arch 27, 2001 

M EM O TO : Seth E. Keener, Jr. 
State Risk D irector 

FROM Lorraine LeBlanc (~;kP~_.~ 
State Risk Claim s Officer 

RE: Response to Audit Finding 

I have read the Legislative Auditor Finding "Breakdown of Internal Control Allowed 
Fraudulent Insurance Claim s to be Paid" and, specifically, the Em ail shown in the finding, 
which detailed corranunication between Kerry Dubea and m yself. The Em ail related to an 

ongoing project of major importance in Claims--the revision of the policies and procedures 

Upon rereading the Em ail from  Kerry and m y response, I adm it that it sounds like our 
intention was "to put som ething over on Le gislative Auditors". This response is being m ade to 
explain better what we really m eant in the Em ail. W hat w as m eant was that if details are 

spelled out in the manual and we are not actually following those details, we would be subject 
to criticism by the Le gislative Auditors. Therefore, what is put in the policy and procedures 
m anual should be what we are actually doing. 

The idea of a manual that is general in nature (bare bones) and relates to all claims units with 
tutorials directed to item s specific to each unit is a viable idea and one that we are pursuing. 

I hope this explains the true m eaning of a badly worded Em ail. The m anagem ent of ORM  is 
seriously devoted to its work and appreciates all the assistance the Legislative Auditors can 
give us. 
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Office of Risk Managem ent 
Accounting Procedures 

C hapter I A ccounts Payable 

Check M ailing Procedures 

The follow)ng should be verified: 
~ the nam e and address on the check should m atch the name and address on the blue payment 

sheet 
~ every check should have a name end address 

o Exception: W orkers' Com p checks being m ailed to state agencies in m ass 
~ the m ailing instructions should not be different than the nam e and address on the check 

o Exception: Checks payable to a business going to the sam e business nam e at a 
corrected address (if there is any other difference, it should be brought to the attention of 
Pare W hiteside or Lynette Bayham). 

o Exception: W orkers' Com p checks being m ai~ed to state agencies in m ass 
~ proper authorizations appear on the blue sheet in accordance with info below, 

SETTLEMENT AUTHORITY - FIRST PARTY (Insured State Property) 

Paym ent Am ount Slanature AuthorltvR eaulred To Issue Paym ent 

$0 $7,500 Examiner/Adiuster and Supervisor 
$7,501 - $12,500 Adiuster end Supervisor or MenaQer 
$12,501- $25,000 , Adiuster. Sueervisor end Menaeer 
$25,001- $50,000 Adiuster. Suoervisor, Claims MenaQer end Officer 
$50,001- $500,000 Adjuster, Supervisor, Claims Manager, State Risk Claims Officer and State 

Risk Director 

no one can pick up a check w ithout the proper authorization, w hich can only be granted by 
Pare W h|teeide, Even W ise, or Seth E. Keener, Jr. 
w hen proper authorization is granted, checks can only be picked up at 2:00 In the 
afternoon and only in the presence of Pam W hlteslde, Lynette Bayham , or Even W ise. 
all checks to go to the Division of Risk Litigation will be placed in a m essenger envelope 
and will be delivered to Gall Jones at 2:15 p.m . each day. A list of these checks w ill be 
prepared and Gall will be required to sign for their receipt. 

O nce all verifications are m ade, you will do the following: 
~ on the blue paym ent sheet, indicate that the check was m ailed, your initials, and the date m ailed 
~ if it is sent certified, enter the certification num ber on the blue sheet and in the certification log 
~ if it is sent UPS ground tracking, put the tracking label in the book in accounting and one in the 

book at the pickup site 2,3 
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Office of Risk Management 
Accounting Procedures 

if the check has proper authorizations and is to be picked up, give the check and all 
docum entation to Pare W hiteside, Lynette Bayham , or Evon W ise at 2:00 p.m . 
Docum entation shall include, the blue sheet, the s(gned authorization for granting approval for the 
check to be picked up, and a copy of the check. 

If you have any question whatsoever about anything on a check, always check with Pam or Lynette 
before proceeding. 

have read the above procedures and understand them fully 

Signature 

G:\Policies & Procedures 2001 
Last saved by Pare W hitesidePam W hiteside 
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Offi ce of Risk M anagem ent 

AD M IN ISTRA TIVE PROCEDU RES 

ADJUSTERS RESPO NSIBILITY 

Claim s 
Rev. 01/01/01 

The adjuster will be responsible for notifying the Office Manager monthly of any settlement 
or judgment in excess of $200,000. The information to be provided will include the claim 
num ber, plaintiff and defendant nam e, JDC and Docket, the am ount, and whether it is a 

consent or final judgment or negotiated settlement. This information will be maintained by 
the O ffi ce M anager on the com puter and updated on a m onthly basis or as needed. 

The adjuster will be responsible for gathering all documentation required to satisfy any 
judgment against the State including court costs, expert fees, etc. 

Interest, when payable, will be calculated by the adjuster (see attached form) through the 
program provided by EXCEL on the com puter based on the provisions in the final 

judgment. 

At the time a judgment is rendered, the judgment amount must be entered into legal 
tracking in the Trial Inform ation screen. The inform ation should include the trial type 
verdict, verdict date, award and percentage of liability against the State. 

C laim s Paym_ents Al(~ a_yments Other Than Settlements Of First Party Claims) 

On the Claims Payments Form - DA2019, the only sign off required will be the adjuster or 
claim s exam iner for paym ents m ade w ithin their authority w hich is as follows: 

Claim s Exam iners 
Adjuster I 
Adjuster II 
Adjuster III 

A UTHO RITY O F SUPERVISO R 

A uthority 
$0 - $1,250 
$0 - $2,500 
$0 - $5,000 
$0 - $7,500 

Sign off on any payment exceeding the payment authority of the handling adjuster or 
exam iner up to $12,500. The Unit Supervisor shall approve all payments of settlements. 
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Offi ce of Risk M anagem ent 

ADM IN ISTRA TIVE PROCEDURES 

ADJUSTERS RESPONSIBILITY 

Claim s 
Rev. 01/01/01 

The adjuster will be responsible for notifying the Office Manager monthly of any settlement 
or judgment in excess of $200,000. The information to be provided will include the claim 
num ber, plaintiff and defendant nam e, JDC and Docket, the am ount, and w hether it is a 

consent or final judgment or negotiated settlement. This information will be maintained by 
the O ffi ce M anager on the com puter and updated on a m onthly basis or as needed. 

The adjuster will be responsible for gathering all documentation required to satisfy any 
judgment against the State including court costs, expert fees, etc. 

Interest, when payable, will be calculated by the adjuster (see attached form) through the 
program provided by EXCEL on the com puter based on the provisions in the final 

judgment. 

At the time a judgment is rendered, the judgment amount must be entered into legal 
tracking in the Trial Inform ation screen. The inform ation should include the trial type 
verdict, verdict date, award and percentage of liability against the State. 

C laim s Pay_m_ents (All Payments Other Than Settlements Of First Pa~ aims) 

On the Claims Payments Form - DA2019, the only sign off required will be the adjuster or 
claim s exam iner for paym ents m ade w ithin their authority w hich is as follows: 

Claim s Exam iners 

Adjuster I 
Adjuster II 
Adjuster III 

A UTHO RITY O F SUPERVISO R 

Authori~ 
$0 - $1,250 
$0 - $2,500 
$0 - $5,000 
$0 - $7,5O0 

Sign off on any payment exceeding the payment authority of the handling adjuster or 
examiner up to $12,500. The Unit Supervisor shall approve all payments of settlements. 
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Office of Risk M anagem ent 

A DM IN ISTRA TIVE PROCEDU RES 

SETTLEM ENT'S - THIRD PA RTY 

Neaotiatina Authority 
Exam iner I, 
Exam iner II 
Exam iner Ill 
Adjuster I 
Adjuster II 
Adjuster III 
Supervisor 
M anager 
Claim s Counci 

Settlem ent Auth 

$7,501 - 
$12,501- 
$25,001- 
$50,001- 

NO TE: 

$7,500 
$12,500 
$25,000 
$50,000 
$500,000 

$ 1,250 
$ 1,500 
$ 2,000 
$ 2,50O 
$ 5,OOO 
$ 7,5OO 
$12,500 
$25,0OO 
Above $25,000 

CLAIM S 
REVISED 01/01/200 

Siqnature Authority Reauired To Issue Paym ent 

Examiner/Adjuster and Supervisor 
Adjuster and Supervisor o rr Manager 
Adjuster, Supervisor and Manager 
Adjuster, Supervisor, Claims Manager and Officer 
Adjuster, Supervisor, Claims Manager, State Risk 
Claim s Offi cer and State Risk Director 

Date of authorization should be noted above the initials of the respective 
level of authority w ithin O RM . 

Each day, following the Unit Clerk's com pletion of entering of paym ents and 
giving the total to the Office M anager, the Unit Clerk is to then give the actual 
paym ent requests to the appropriate Unit Superv isor. The Unit Superv isor is 
to review the paym ent requests for proper signatures. O nce the Unit 
Superv isor receives the daily forecast, the num ber of settlem ent checks 
should be counted and the total com pared to the forecast. If all necessary 
signatures are in place and the total num ber of settlem ent paym ent requests 
corresponds w ith the total num ber of settlem ent paym ents m ade, both the 
paym ents and initialed forecast are to be turned into the Office IVlanager. 
These docum ents m ust be returned to the Office M anager no later than 4:00 
p.m . each day. 27 
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CLAIM S CO UNCIL. 

Office of Risk M anagem enl 

A DM IN ISTRATIVE PROCEDU RES 

CLAIM S 
REVISED 01/01/2001 

All settlements in excess of $25,000 must be presented to Claims Council 
The Office of Risk M anagem ent Claim s Section has established a Claim s Council. The 
council will be comprised of three (3) individuals at the claims supervisor level and/or 
claim s officer/claim s m anager. No claim s supervisor m ay sit on a panel for a case being 
presented by his/her adjuster. All claims must have been reviewed and discussed with the 
adjuster's unit supervisor prior to presentation to the Claims Council. 

A ll cases involving settlem ent, subrogation
, denial of w orker's com pensation benefits or 

other situations deem ed appropriate by the unit superv isor will be reviewed by the Claim s 

Council. ~ and a_~ claims filed by an ORM employee, a relative of an ORM employee or 
an agent associated with O RM by contract shall be reviewed by the O RM Claim s Council

. 

The adjuster must provide all necessary documentation and recommendations to 
substantiate his/her position at the Claim s Council Review. For settlem ent requests in 
excess of $50,000, the adjuster must sign the claims council list and complete a Claims 
Council Request form and place three copies in the claim s council folder outside the 
Claim s Officer's office. 

The Claim s Council shall m eet weekly. Em ergency Claim s Council m ay be convened as 
necessary. 

Claims Council decisions will be rendered by majority rule and documented on the Claims 
Council Decision form . 
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L egal Provisions 



L egal Provisions 

The follow ing legal citations are referred to in the Findings and Recom m endations section of this 
report: 

R .S. 14:26 provides, in part, that crim inal conspiracy is the agreem ent or com bination of 
tw o or m ore persons for the specific purpose of com m itting any crim e; provided that an 
agreem ent or com bination to com m it a crim e shall not am ount to a crim inal conspiracy 
unless, in addition to such agreem ent or com bination, one or m ore of such parties does an 
act in furtherance of the object of the agreement or combination. 

R.S. 14:67 provides, in part, that theft is the m isappropriation or taking of anything of 
value which belongs to another, either without the consent of the other to the 
m isappropriation or taking, or by m eans of fraudulent conduct, practices, or representa- 
tions. 

R .S. 14:133 provides, in part, that filing false public records is the filing or depositing for 
record in any public office or w ith any public official, or the m aintaining as required by 
law , regulation, or rule, w ith knowledge of its falsity, any forged docum ent, any 
w rongfully altered docum ent, or any docum ent containing a false statem ent or false 
representation of a m aterial fact. 

R .S. 14:134 provides, in part, that m alfeasance in office is com m itted when any public 
officer or public employee shall (1) intentionally refuse or fail to perform any duty 
lawfully required of him, as such officer or employee; (2) intentionally perform  any such 
duty in an unlawful manner; or (3) knowingly permit any other public officer or public 
employee, under his authority, to intentionally refuse or fail to perform an y duty law fully 
required of him or to perform any such duty in an unlawful m anner. 

R.S. 14:230 provides, in part, that m oney laundering is the supervision or facilitation of a 
financial transaction involving proceeds known to be derived fro m crim inal activity, 
when the transaction is designed in whole or in part to conceal or disguise the nature, 
location, source, ownership, or the control of proceeds known to be derived from such 
violation or to avoid a transaction reporting requirem ent under state or federal law . It is 
also the receiving or acquisition or proceeds derived from any violation of crim inal 
activity, or know ingly of intentionally engaging in any transaction that the person know s 
involves proceeds from any such violation. 
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