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MR. A. KIP WALL
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OFFICE OF GROUP BENEFITS
Baton Rouge, Louisiana

Transmitted herewith is our investigative report of the Office of Group Benefits. Our
examination was conducted in accordance with Title 24 of the Louisiana Revised Statutes and
was performed to determine the propriety of certain allegations received by this office.

This report presents our finding and recommendations as well as your response. Copies of this
report have been delivered to the Office of Group Benefits; the Honorable Doug Moreau, District

Attorney for the Nineteenth Judicial District of Louisiana; and others as required by state law.

Respectfully submitted,

) DT

Daniel G. Kyle, CPA, CFE
Legislative Auditor

DD:EKL:DGP:ss

{OGH02])



s
. '
= Teoat L
LI D ) B

1

-'_. .:.' 1:rc e s "'.' "‘,-_'..?E- an : s T v .. ' . e

- L
T vl *-
e -'\-\.i:- \('.-\"; Py

" © g _: __._‘,'..'-.. oop _-1. _..' s . i K .l_._: . . I e . -_ .
L ; . : " .}Ih‘ P -:lr o ‘| ; I_..d-"'\-

Page

EXCCULIVE SUMINATY .. .coviviiiiiieiiieriiniciririireerrressisiiasessessctnsesssasssereatansasssssesessssansersssssssnsesesenssnsacsssnsases ]

Background and MethOdOIOgY ... i csrcrae e e e s e seraennsessaevesenerenes 3
Finding--ilIllllii""Il'lll-l-llllil'-il'l'-ll'llllll.‘""'iil'-lll.lI-I-I"'l-llIl'llllll.‘"l'--llIlllI-'l-l""ll"lilI-lllll-l--.li-ll'illillill-"-"iI'lllill..#!llllillillq“lls

R O N I AT O IS 1 eveeneeinrereesenenenrasensascosssssensarssenssssrssnssssssssssnnessssnssssstsrassasasssseotsssasensrensesessosnsensnsnnssd

Attachment ] - Management’s RESPONSE......vvuuuriiiiiiiiiiiiineiirenincrcrnsieneee s cvneinecassessesnrnseeeses 11

—_——— e = .. . - - = s - - - . - e . —_ A I — e e — - - -



—_— — e = e e — — — — — —

r
o

— — — — — S— — W T T

et T ..:".'r.'r"-l'-li"'".:: s =, -.;' Iy e '."n.._" . A
Pk K ki 1t i . i
; ;

. .or ' . .o - LS ) .- -~ .o . .
LA [ A R R T T N oAt
A oF IJ"_!_.-. e L _i;_._-.'ll'. TI'_'-.' ".-I T R L I:I- iy " el : i ol iy .f_.__
A I T T L e AR T o 1 g, A T T TR R T e e B
. ) .. " . ' . . eoaet BT Lo . . e e R T | -
L} - . .
. . . ' - .. )
. .t T 1 . [ ) M i .. gt .
P . . L e e : .. .. S R R I T T [ LY ~ e
LTI | P T S g, ) s - T AR T PR LY JUR, TR T At I i
b ™ ) TR I T L PR T AT o R -, A A el e AT T LY ) Ly i
' Lk Libe Y ! ] L L ot ot W, P g TR o e A = ]
' _:‘_J ] I".'u'- il|_.1l. e h -""‘ e b ] .l-|._.|. L -.I._-E-.-t__ _r.l'_- 1:._..: ;r. 3] '!l_ -'.-_r_...n:.-_-: :'.'._,d'-. -l:._ﬂ'._ . .;.l'!“-ilg!' -..: . _p:'...‘:_'.:.'r:'f‘l_'_l.-'-l_.::._!,"_-IJ‘_._:_:!. .?._ ;:
N L 2o ST A -
. - . 1] - - . N 1 .

Lo e o, S e Vo, L T L I PR | _ R S - L E] ,r r " L ' ' ' .
Sl N PRI Ly T R Tl e Al O R e Ly . 1.. [ ihiand bk pepeds St G T gL S g, e e . oy
e Hly ¥ I R ] LT T Y T Ea L a4 S T ey B A Y g S - A e b ’ = ]
= PR LT et :u-;'..h"'-_'?'.:. - e '__..::-_.___.,‘.ﬂ:-_ -\..-\.,-:.-Ia_.:.- h_} _-.._""q"'_-":' J"---:I'.'. L L :___'\:I_.. LY H
..-.__u Pl . LR T v . l__ LAt L K . - .. : . .t l-.- et . [
:"_ DT -*-...-.'i =';'.'a-.'_5'.r'-:'.. T -.r - -.._".\5.- [T '- :-."-.'." =i T T 4 Lo " .,
b Ay ’-’5-' e g e T Y Ry TR e P T e iy Tl s
Ty e e e A R T N e = L T A PR T
oAy ol AL :1 E PRI B T A C A R e e Y T e
. P . . 1 N . . '_.' . LI L - . i " . . o =00

B e L e T

. A ‘3”' ’ '..!:-F-'_ L LT AR LT ill'r e
Rl SR kb ol e e M e e

. T T

Investigative Audit Report

Office of Group Benetits

The following summarizes the finding and recommendations as well as management’s response
that resulted from this investigation. Detailed information relating to the finding and
recommendations may be found at the page number indicated. Management’s response may be

found at Attachment 1.

Highlights. . .

An allegation of
employees receiving
pay for hours not
worked resulted m this
investigative audit.

Background (See page 3.)

The Office of Group Benefits was created within the Office of the
Governor, Division of Administration, effective July 1, 1998, as
provided by Louisiana Revised Statutes (R.S.) 42:871-879. The
board is composed of 16 members who serve without compen-
sation. The program was formed to administer a group benefits
program of group health and life insurance for active and retired
statc employees, active and retired school board employees, and
employees of certain political subdivisions, as authorized by state
statute. The program also administers the cafeteria plan and
flexible-spending plan for plan members. The program’s opera-
tions are divided into exccutive, administrative services, field
service, claim service, claims processing, fiscal, data processing,
and quality assurance. Approximately 122,715 plan members were
enrolled in the program for the 1999-2000 fiscal year of which
27,962 were enrolled through HMO contracts. The program has

396 staff members. Operations of the program are funded with
self-generated revenues. Funds are reestablished annually by
provisions of the Ancillary Appropriations Act.

The Legislative Auditor received information from the Office of
Group Benefits {(OGB) that one or more of its employees had
claimed and rececived pay for hours not actually worked. On
October 23, 2001, this office began an investigative audit of the
allegation, reviewing timekeeping and payroll records within the
Department of Information Technology and interviewing selected
OGB employees.



Office of Group Benefits

Finding (See pages 5-8.)

From May 2000 to November 2001, two employees, Ms. Mary
Causey and Mr. Edward Ellison, employed with the Information
‘Technology Department (IT) of the Office of Group Benefits
(OGB), certified hours on their time sheets that they had not
actually worked. As a result, the OGB paid these employees at
least $3,553 for the overstated hours. In addition, numerous
timekeeping records are missing or were disposed of, in possiblec
violation of R.S. 44:36 (A), ‘“Preservation of Records.”

Recommendations (See page 9.)

We recommend that management implement policies and pro-
cedures that will ensure employees complete time sheets in an
accurate and timely manner and that employees are only paid for
hours actually worked. We also recommend that management
comply with R.S. 44:36 (A) by keeping complete time records for
at least three years. In addition, we recommend that the District
Attorney for the Nineteenth Judicial District of Louisiana take
appropriate legal action, to include seeking restitution,

Management’s Response (See pages 11-12,)

In the fall of 2001 our Human Resources Director received reports
of possible payroll irregularities by one or more employees of our
Information Technology Division (IT). After a preliminary
investigation to determine whether such irregularities might,
indeed, exist, we notified your office and the District Attorney’s
office as required by R.S. 24:523. Since that time, this agency has
fully cooperated with your investigation.

The Human Resources staff identified concerns in the timekeeping
procedures for the IT Division and has worked with management
to address these issues. The OGB is studying the purchase of hand
scanning equipment to be used for time recording.

We have met with the IT manager and advised him of the need to
retain records for three years as required by R.S. 44:36 (A).

As problems and potential problems are identificd, the OGB works
to take corrective action and to improve internal controls and
procedures. Although we have already made progress, this will
continue to be an ongoing effort. We hope that improved time
keeping procedures, a heightencd awareness on the part of
employees and supervisors, and improved time clock technology
will greatly reduce the possibility of future payroll irregularities.
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The Office of Group Benefits was created within the Office of the Governor, Division of
Administration, effective July 1, 1998, as provided by Louisiana Revised Statutes (R.S.) 42:871-
879. The board is composed of 16 members who serve without compensation. The program was
formed to administer a group benefits program of group health and life insurance for active and
retired state employees, active and retired school board employees, and employees of certain
political subdivisions, as authorized by state statute. The program also administers the cafeteria
plan and flexible-spending plan for plan members. The program’s operations are divided into
exccutive, administrative services, field service, claim service, claims processing, fiscal, data
processing, and quality assurance. Approximately 122,715 plan members were enrolled in the
program for the 1999-2000 fiscal year of which 27,962 were enrolled through HMO contracts.
The program has 396 staff members. Operations of the program are funded with self-generated
revenues. Funds are reestablished annually by provisions of the Ancillary Appropriations Act.

The Legislative Auditor received information from the Office of Group Benefits (OGB) that one
or more of its employees had claimed and received pay for hours not actually worked. On
October 23, 2001, this office began an investigative audit of the allegation, reviewing
timekeeping and payroll records within the Department of Information Technology and
interviewing selected OGB employees.

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

The result of our investigation 1s the finding and recommendations herein.
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Two Employees Claimed and Were Paid
For Hours They Did Not Work

From May 2000 to November 2001, two employees, Ms. Mary Causey and Mr. Edward
Ellison, employed with the Information Technology Department (IT) of the Office of
Group Benefits (OGB), certified hours on their time sheets that they had not actually
worked. As a result, the OGB paid these employees at least $3,553 for the overstated
hours. In addition, numerous timekeeping records are missing or were disposed of, in
possible violation of R.S. 44:36 (A), “Preservation of Records.”

IT employees sign “sign-in sheets” indicating the days and times they work. As part of the
timekeeping process, the employees also complete and certify a time sheet reflecting the days
and times from the sign-in sheets. The time sheets are then used as a basis for paying the
employees.

Ms. Mary Causey

In May 2001, the OGB discovered that Ms. Mary Causey, Applications Programmer 2, possibly
overstated the hours worked on her fime sheets, An internal investigation concluded that from
May 2000 through March 2001, Ms. Causey overstated the hours
she worked on her time sheets by 60 hours resulting in payments  Ms. Causey overstated the
of $1,494 to which Ms. Causecy was not entitled. According to  hours she worked on her

OGB, Ms. Causey’s sign-in sheets did not reflect the hours she time sheets by 60 hours

claimed on her time sheets. resulting in payments of
$1,494 to which

The OGB informed Ms. Causey of the dates and times of the Ms. Causey was not

overstated hours, and according to Ms. Belynda Gauthier, Director  entitled.

of Human Resources, Ms, Causey had no documentable

explanation for the discrepancies. Ms. Causey has since resigned and reimbursed the OGB
$1,494,

A review by the Legislative Auditor of OGB records indicates that Ms. Causey certified 55 hours
on her time sheets, 8 of which were not included 1n the OGB’s investigation, for which the sign-

in sheets did not support the hours claimed. Ms. Causey was paid
$1,361 for these 55 hours.

Ms. Causey stated she

could not comply with the . . .
der)artmcn(i?s 9p032’ A review of OGRB’s policy manual disclosed that employees arc

attendance policy and encouraged to work at least 90% of t'he wor?(wcelf; leave must not
would add hours to her exceed 10% of the workweek. Dunpg an interview, Ms. Causey
time shects that she did stated she could not comply with the department’s 90%
attendance policy and would add hours to her time sheets that she

not work in order 10 _ .
did not work in order to comply,

comply.

W
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Of the 60 hours the OGB claims Ms. Causey overstated, she admitted to 46 hours that she did not
work. Ms. Causey stated that the remaining 14 hours were times she did not take a lunch break

or was working from her house.

However, OGB records do not support that explanation.

Ms. Causey could not explain the additional 8 hours discovered during this audit and not
addressed by the OGB.
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I Time Worked, 4 Houre l

Mr. Edward Ellison

Employee responsibility for time sheet preparation is outlined in the OGB’s policy manua}I. The
timekeeping procedure states, in part, “If a time sheet is not timely and acourately submitted to

the timckeeper that employee’s time could be submitted as leave

without pay.”

From September 2000 through November 2001, Mr. Edward
Ellison, Operator 2 in the IT department, was frequently late in
In addition, his time sheets were over-
stated when compared to his sign-in sheets by at least 168 hours
amounting to payments of $2,192 to which Mr. Ellison was not

entitled.

submitting time sheets.

o

Mr. Ellison’s time shects
were overstated when
compared to his sign-in
sheets by at least 168
hours amounting to
payments of $2,192 to

which he was not entitled,
M
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Finding

Mr. Ellison stated that he was negligent when completing his time sheets and that he regularly
wrote 8 hours for every day on his time sheets regardless of how many hours he actually worked.
He further stated that he felt that his time would balance out in the
long run. Mr. Ellison also stated he did not always prepare or
submit his time sheets; employees within the IT department,
including his manager, prepared and submitted time sheets on his
behalf. Ms. Loria Parker, IT employee, stated that upon her
manager’s request, she would prepare Mr. Ellison’s time sheets so
Mr. Ellison could meet payroll deadlines.

Mr. Ellison regularly
wrote 8 hours for every
day on his time shects
regardless of how many
hours he actually worked.

Mr, Robert Reines, IT Manager, stated that IT ¢cmployees would prepare and submit time sheets
for Mr. Ellison and that Mr. Ellison often submitted time sheets one or two weeks late.
Mr. Reines also stated he suspected that Mr. Ellison had errors on his time sheets because about
a year ago an IT employee told him Mr. Ellison was cheating on his time sheets. Despite the
warning from the employee, Mr. Reines failed to compare Mr. Ellison’s sign-in sheets to his time
shects.
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| Time Worked, 3 Hours l

Both Mr. Reines and the employee stated Mr. Ellison’s timekeeping problems were brought to
the attention of the director of 1T, Mr. Daryl Gerald, on several occasions. When questioned
about this, Mr. Gerald stated he does not recall anyone bringing this to his attention.
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Despite being frequently late in submitting his time sheets, Mr. Ellison was never disciplined nor
did management submit his time sheets as “leave without pay™ as provided by the OGB policy
manual.

Record Retention

R.S. 44:36 (A) states, in part, that public records should be preserved in accordance with 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.

We reviewed employee timekeeping records and determined that the IT department’s sign-in
sheets were archived from May 2000 and not February 1999 (3 years), a possible violation of
R.S. 44:36 (A).

Missing Records

We reviewed employee timekeeping records from May 2000 to November 2001 and determined
that numerous signed time sheets, signed Uniform Payroll System and Integrated Statewide
Information System Fixed Employee Time Entry Reports, and sign-in sheets were missing.

If timekeeping records were complete and retained for the three-year minimum, additional
records could have been reviewed for situations where employees did not actually work the
hours for which they were paid.

The actions described above may be violations of R.S. 14:138, “Payroll Fraud”' and R.S. 44:36
(A), “Preservation of Records.”

The actual determination as to whether an individual is subject to formal charge is at the
discretion of the district attorney.

I'R.S. 14:138 provides, in part, that payroll fraud is committed when any public officer or public employee shall carry, cause to be carried, or
pennit to be carried, directly or indirectly, upon the employment list or payroll of his office, the name of any person as employee, or shall pay any
employee, with knowledge that such employee 1s receiving payment or compensation for services not actually rendered by said employee or for
services grossty inadequate for such payment or compensation.
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We recommend that management implement policies and procedures that will ensure that
employecs complete time sheets in an accurate and timely manner and that employees are paid
only for hours actually worked. We also recommend that management comply with R.S. 44.36
(A) by keeping complete time records for at least three years. In addition, we recommend that

the District Attorney for the Nineteenth Judicial District of Louisiana take appropriate legal
action, to include seeking restitution.
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Area offices

Alexandria
318.487.5731
800.813.1578

Baton Rouge
225.925.6625
800.272.8451

Lafayetie
337.262.1357
800.414.6409

Lake Charles
337.475.8052
800.525.3256

Metairie
504.838.5136

May 20, 2002

Dr. Daniel G. Kyle
Legislative Auditor

1600 North Third Street

Baton Rouge, Louisiana 70804

Dear Dr. Kyle:

In the fall of 2001 our Human Resources Director received reports of possible
payroll irregularities by one or more employees of our Information Technology
Division. After a preliminary investigation to determine whether such
irregularities might, indeed, exist, we notified your office and the District
Attorney’s office as required by LRS 24:523. Since that time, this agency has fully
cooperated with the investigation by the legislative auditors.

This letter is in response to the finding presented in the preliminary investigative
report of the Office of Group Benefits prepared by your staff. This report was
received on May 6, 2002 in a meeting with Ernest Levy and Dan Daigle of your
office. The finding reads as follows:

- 800.335.6208
Monroe
318.362.3435
800.335.6206
Shreveport

From May 2000 to November 2001, two employees, Ms. Mary Causey and
Mr. Edward Ellison, employed with the Information Technology
Department (IT) of the Office of Group Benefits (OGB), certified hours on
ggg'g:g‘:ggi their timesheets they had not actually worked. As a result, the OGB paid
b these employees at least $3,553 for the overstated hours. Additionally,
Dok 905 6770 numerous timekeeping records are missing or were disposed of, in possible
800.259.6771 violation of Louisiana Revised Statute 44:36(A), “Preservation of
Records.”

As noted in the investigative report, following an internal review Ms. Causey was
advised of the specific dates and times of suspected payroll irregularities by our
letter dated October 22, 2001 and was given an opportunity to respond to these
allegations. She did not provide any information to disprove the discrepancies
found, and, instead, resigned from her position effective November 2, 2001. Upon
separation, Ms. Causey authorized the agency to recoup restitution in the amount

An of $1493.65 from her final paycheck.
Equal

Opportunity
Employer

www.groupbenefiits.org

11




_— e —_— e e e e e e e ——— e = = = -

May 20, 2002
Page -2-

While investigating the suspected payroll irregularities in the Systems Section of the IT
Division, our Human Resources staff identified concerns in the timekeeping procedures for this
section and has been working with management to address these issues. The agency is
currently investigating the purchase of hand scanning equipment to be used for building
security and for time recording in certain areas of the agency, including the IT Division, where
multiple shifts and flexible work hours exist.

In regard to the findings regarding Mr. Edward Ellison who works in the Operations Section
of the IT Division, upon receipt of the preliminary draft of the investigative report, OGB
suspended Mr. Ellison pending investigation, in accordance with Civil Service Rule 12.10.

We are currently reviewing the documentation gathered by your audit team and are preparing a
pre-deprivation notice to Mr. Ellison based in large part upon these findings. In addition, we
have reviewed the record keeping procedures of the IT Operations Section. Although the
timekeeper for the IT Division maintains signed time sheets and other timekeeping
documentation for all employees within this Division for the period of time required by
Louisiana Revised Statute 44:36(A), the initial sign-in sheets prepared by the employees were
only retained by the I/T Center Operations Manager for a period of eighteen months. We have
met with Mr. Reines, who currently serves in this capacity, and have advised him of the need
to retain these records for three years as required by LRS 44:36(A). Here also we are working
to improve timekeeping procedures and internal controls,

As problems and potential problems are identified, OGB works to take corrective action and to
improve internal controls and procedures. Although we have already made progress, this will
continuc to be an ongoing effort. We hope that improved time keeping procedures, a heightened

awarcness on the part of employees and supervisors, and improved time clock technology will
greatly reduce the possibility of future payroll irregularities.

Sincerely,

A. Kip Wall
Chicf Executive Officer
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