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This document is produced by the Legislative Auditor, State of Louisiana, Post
Office Box 94397, Baton Rouge, Louisiana 70804-9397 in accordance with
l.ovisiana Revised Statute 24:613. Fifty-eight copies of this public document
were produced at an approximate cost of $115.00. This material was produced
in accordance with the standards for state agencies established pursuant to R.S.
43:31. This document is available on the Legislative Auditor's Web site at
www lla.state.la.us.

In compliance with the Americans With Disabilities Act, if you need special
assistance relative to this document, or any documents of the Legislative Auditor,
please contact Wayne “Skip” Irwin, Director of Administration, at 225/339-3800.
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OFFICE OF
LEGISLATIVE AUDITOR

STATE OF LOUISIANA
BATON ROUGE, LOUISIANA 70804-9397

1600 NORTH THIRIY STREET
_ POST OFFICE BOX 94397
DANIE! G. KYLE, PH.D., CPA, CFF TELEPHONE: (225) 339-3800

July 12, 2000

MR. C. D. BRAZZELL, CHAIRMAN, AND
MEMBERS OF THE CANE RIVER
WATERWAY COMMISSION

Natchitoches, Louisiana

Transmitted herewith 1s our mvestigative report on the Cane River Waterway Commussion. Qur
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 Tindings and recommendations, as well as your response. Copices of this
report have been delivered to the Canc River Waterway Commission; the Honorable Van H.
Kyzar, District Attorney for the Tenth Judicial District of Louisiana; and others as required by
sfatc law.

Respect{ully submitied,

/.QJ/O 7\57

Danmiel G. Kyle, CPA, CI'E
Lcgislative Auditor
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Executive Summary

Investigative Audit Report
Cane River Waterway Commission

The following summarizes the findings and recommendations as well as management’s response
that resulted from this investigation. Detailed information rclating to the findings and
rccommendations may be found at the page number indicated. Management’s response may be
found at Attachment 1.
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Robert Morrow Overbilled the Cane River
Waterway Commission $1,377 (Page 5)

Finding: During 1997, Mr. Robert Morrow, former General Manager for
the Traber Insurance Agency (Traber), billed the Cane River
Watcrway Commission (Commission) $654 {for an insurance
policy that did not actually exist. In addition, during 1999,
Mr. Morrow  overbilled the Commission $723 for various
insurance policies. Bank records indicai¢c that Mr. Morrow
personally received these excesses in cash; they were not
deposited into Traber accounts.

Rcecommendation: The Canc River Waterway Commission should implement
policies and procedures to ensure that all insurance invoices are
compared 1o insurance policics and that coverage 1s provided
before the premiums arc paid. We also recommend that the
District Attorney for the Tenth Judicial Disirict of Louisiana
review this information and take appropriate legal action, to
include secking restitution.

Management’s Response:  The Waterway Commission adopted a mandatory policy that
the Secrctary and/or Assistant Secrctary i1s to compare the
premiums listed on any declarations page attached to policics
actually issued in the name of the Commussion to the statements
received from any insurance agent before the premiums are
paid. The Commission intends 1o cngage the services of an
outside accounting firm to cstablish a general journal and ledger
of accounts and to providc a detailed financial report for the
Commissioner’s review.



Canc River Waterway Commission
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Charles Powell Received $626 That
He Was Not Entitled to Receive (Page 7)

Finding: Mr. Charles Powell, Commission Treasurer, improperly
reccived a $626 insurance refund that he should have deposited
into the Commission’s bank account.

Recommendation: The Commission should implement policies and procedures to
ensurc that all credits and/or refunds duc 1o the Commission arc
properly deposited and recorded. We also recommend that the
District Attorney for the Tenth Judicial District of Louisiana
review this information and take appropriate legal action, 1o
include secking restitution,

Management’s Response:  Mr, Powell denied receciving the check and endorsing it for his
benefit or for the Commission. The Commission has directed
its lcgal counsel to investigate the circumstances of the alleged
payment 10 Mr. Powell and to attempt recovery for the benefit
of thec Commission.
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Background and Methodology

The Cane River Waterway Commission, located in Naichitoches Parish, was created for
operating and maintaining a navigable waterway system known as the Canc River Waterway.
The governing board admiunisters the operations and responsibilities of the Commission in
accordance with the provisions of Louisiana statutes.

The Office of lLegislative Auditor reccived information indicating that the Commission’s
insurance agent overbilled the Commission for certain insurance policics.  This investigative

audit was performed 1o determing the propriety of this information.

The procedures performed during this investigative audit consisted of (1) interviewing
cmployeces and officials of the Commission; (2) interviewing other persons as appropriate;
(3) examining selcected documents and records of the Comumnission; (4) making inquiries and
performing tests to the extent we considered necessary to achieve our purpose; and (5) reviewing
applicable statc and federal laws and regulations.

The result of our mvestigation is the findings and recommendations herein.

»
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Findings and Recommendations

]

Robert Morrow Overbilled the Cane e River
Waterway Commission $1,377

During 1997, Mr. Robert Morrow, former General Manager for the Traber Insurance
Agency (Traber), billed the Cane River Waterway Commission (Commission) $654 for an
insurance policy that did not actually exist. In addition, during 1999, Mr. Morrow
overbilled the Commission $723 for various insurance policies. Bank records indicate that
Mr. Morrow personally received these excesses in cash;y they were pot deposited into
Traber accounts.

The Commission operates, maintains, and during periods of high traffic, patrols thc Cane River
Waterway system. Deputics commissioned by the Natchitoches
Parish Sheriff”s Office patrol the waterways using boats owned
by the Commission and jet skis loaned to the Commussion each
year by local dealers. The Commission is responsible for
insuring its boat launch and all of its watercrafl including any jet
skis on loan from local dealers. During the period 1996 through
1999 the Commission selected Traber as its local insurance agent.

During 1997, the Commission borrowed a jet ski from a local dealer {or patrol purposes. The
Commission insurcd this jet ski through Traber. Based on an invoice, Mr. Charles Powell,
Commission Ilcaquml paid Traber $654 by check dated September 22, 1997. lHowever,
according to Traber’s records,

ot this policy did not actually extst
) ission’ 1
JRABER AGENGY. INC. and the ( OmMmission’s payment
PHONE 310,351 8773 was not received by Traber.
120 BT, DEMIS BTRECT F.O. DAAWER DB
NATEMITOCHLS. Ln 71438 D300 Instead, bank records show that
the check was cndorsed and
- - cashed by Mr. Morrow on
119860
Camr Rivey Waterwsy Lomemieslon SCPICIIlb(‘I 23 ]99 TlabCI"S
F.0. Box 37 y
_Metenstoches. TA TMST records indicate that these funds
e s e o o - . . "3
“:.:“r“ ﬁﬁﬁﬁﬁﬁﬁ ] . _ were not deposited into Traber’s
g e — EEEEa i E account.

-] PR Ky P A IR POLK Y Y B AT DE SRy 0k

90 | GES20/97 | 32-1 1997 Yavaha Jet-5ki
| to Folicy
ot720/08 Fully psayned

Mr. Powell explained that he
reccives invoices but docs not
always receive policies rom
Traber for the watercraft and
property policics. Mr. Powell
added that i1 was typical not to
receive a policy for the jet skis

1
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Canc River Waterway Commission

since these policies were for such a short period of time. It should be noted that these policics
were for one-year periods each.

During 1999, Mr. Morrow billed the Commission $1,100 for liability and property coverage for
the Melrose boat launch and $4,333 for liability and collision coverage {or on¢ jct ski and three
boats. Rccords obtained from Traber indicate that these policies should have cost $877 and
$3,833, respectively (sce Exhibits). Mr. Powell paid $1,100 and $4,333 bascd on handwritien
invoices received from Traber. The Commission’s files also contained a statement from the
underwriting insurance company containing a breakdown of charges totaling $877 for the boat
launch policy. Bank records indicate that both Commission checks were endorsed and cashed by
Mr. Morrow. Mr. Morrow then purchased bank money orders for $871 and $3,833, deposited
these money orders into Traber’s account, and received the excess of $729 (6229 and $500) in
cash.

The above actions indicate possible violations of the following state laws:

. R.S. 14:67, “Theft”
. R.S. 22:627, “Disclosure of Agent Fee”

The Canc River Waterway Commission should implement policies and procedures to ensure that
all insurance invoices are compared 1o mnsurance policics and thatl coverage 1s provided before
the premmums are paid. We also recommend that the District Attorney for the Tenth Judicial
District of Louisiana review this information and take appropriate Icgal action, to include secking
restitution.
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Charles Powell Received $626 That
He Was Not Entitled to Receive

Mr. Charles Powcll, Commission Treasurer, improperly reccived a $626 insurance refund
that he should have deposited into the Commission’s bank account.

On July 8, 1998, the Commission purchased a jet ski liability policy for $912 from Traber
Agency, Inc., an independent insurance agency. On July 31, 1998, the Commission purchascd

another policy from Traber to cover liability on its two patro! boats.
Commission $1,953. Thereafier, Traber combined the two p

rcduce the Commission’s
total premium by  $626.
Traber i1ssued a check for
$626 to the Commission as a
premium return. Ms. Chery]
(rarrett, Traber  accouit
representative,  stated  that
Mr. Morrow nstructed her to
void th¢ check and issue a
sccond check payable o
Mr. Powell, Ms. Garrett then
1ssued Traber check number
004038 to Charles Powell for
$626. This check appears to
have been endorsed by
Mr. Powell and cashed on
September 28, 1998. These
funds were not deposited into
the¢  Commission’s  bank
account.

Mr. Powell stated that the
signaturc on the back of the
check  looks like  his
signature, but cxplained that
he never saw this check and
did not receive the cash. N
should be noted that the
name “Charles Powell” was
printed on the back of this
check along with the date,
time, amouni, and branch
where the check was cashed.

- b
1]

TRABER AGENCY, INC.
FHONE: 34MI4T-9E17 -

126 8T. OBRIG STREET  P.0. ORAwErlls

KATCHITOCHES, LA. T1438.0p/0 5
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Ms. Brenda Page, City Bank and Trust representative, stated that the name “Charles Powel]”
printed on the check indicates that the teller who cashed the check identified Mr. Powell when

the check was cashed.
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Canc River Waterway Commission

Thesc actions indicate possible violations of the following state laws:
. R.S. 14:67, “Theft”

. R.S. 14:134, “Malfcasance in Office”

The Cane River Waterway Commission should implement policies and procedures to ensure that
all credits and/or refunds due 1o the Commission are properly deposited and recorded. We also
rccommend that the District Attorney for the Tenth Judicial District of Louisiana review this
information and take appropriate legal action, 1o include seeking restitution,
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Attachment |

Management’s Response
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CANE RIVER WATERWAY COMMISSION
I’. O. Box 37
Natchitoches, Louisiana 71457

June 23, 2000

VIA TELECOPIER: (225) 339-3870
AND FEDERAL EXPRESS

Honorable Daniel G. Kyle, CPA, CFE
Louisiana Legislative Auditors Office
State of Louisiana

1600 North Third Street

P. O. Box 9439/

Baton Rouge, Louisiana 70804-9397

Re:  Cane River Waterway Commussion

Dear Mr. Kyle:

The Board of Commissioners of the Cane River Waterway Comnussion acknowledges
receipt of your draft Report dated June 9, 2000. Thank you for having initiated the investigation and
having reported your findings in such a prompt and unambiguous manner.

Following receipt of the Annual Financial Report from Johnson, Thomas and Cunningham,
CPAs for the fiscal year-end June 30, 1999 which we received early February, 2000, the Waterway
Commission adopted a mandatory policy, as an internal control that the Secretary and/or Assistant
Secretary is to compare the premiums listed on any declarations page attached to policies actually
issued in the name of the Waterway Commission 1o the statements received from any such agent

before the premyums are paid. All checks drawn on deposits of the Waterway Commnussion will
require {wo signatures.

In addition, the Commission adopted the following resolution at its mecting held February
15, 2000:

"Mr. Powell submitted a Treasurer's Report. In connection with this report,
the Treasurer advised the Commissioners that a refund was received from
Traber Insurance Agency lor unearned premiums resulting from a cancelled
policy of insurance affecting a personal watercraft used by the patrolman
during the summer, 1999 in the estimated sum of $682 which was deposited
into the Commission's bank account. However, and as a result of the recent
audit by the State's Legislative Auditor, there was discovered a check which
was 1ssued by Traber Insurance Agency to Mr. Powell, individually, in the
sum of $1,138 which was subsequently cashed. Mr. Powell denied recerving
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Honorable Daniel G. Kyle, CPA, CFE
June 23, 2000
Page Two

the checks and endorsing for his benefit or for the Comumission. After
discussion, upon motion made, seconded and unanimously carned, the
Commission's counsel, Mr. Gahagan, was directed to investigate the
circumstances of the alleged payment to Mr. Powell and to attempt recovery
for the benefit of the Commission as soon as practical after receipt of the
report from the Legislative Auditor."

The Commiission will also recommend that the Honorable Van Kyzar, District Attorney for
the 10th Judicial District Court, Natchitoches Pansh, Louisiana review the information contained in
the Louisiana Legislative Auditor's Final Report. Mr. Kyzar will be urged to take the appropnate
legal action including restitution of any sums due the Waterway Commussion.

With respect to the proper record keeping of all funds deposited including credits and/or
refunds due the Commission, the Commission intends to engage the services of an outside
accounting firm to establish a general journal and ledger of accounts and to provide, not less often
than quarterly, a detalled financial report for the Commissioner's individual review and
consideration. It is also believed that the engagement of an accountant and the preparation of the
reports will assist the Waterway Commission 1n its budgetary process. Previously, this was handled
by the former Treasurer, Charles Powell. Mr. Powell tendered his resignation as a member of the

Cane River Waterway Commission at the conclusion of the recessed meeting held last Wednesday,
June 21, 2000.

If anything in addition to this may be required, please advise.

Once again, we express our appreciation for your prompt and professional services to the
Cane River Waterway Commission.

With kind regards, I am

Sincerely yours,

CDB/str

Enclosure

cC: Board of Commissioners

Bt W VOU E YVCARNE WEE K WA TERWAY OUDVLSS KTy ooy ider v e Kode farw §G80A
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Exhibits

AT BCHES J L/

EFFECTIVE

TRABER AGENCY, INC. MYyOICE
1253 ST. DENIS SYREET PO DRAWER 008 - Y
HATCHITOCHES LA 71456.0206 CLIERT
}
Cﬁm’f RIVER  WATERAY  LommiSSront CLENT
SERVICE
Po. Box 37 J

YK

TRANSACTION

PAYERAENT INFORMATION

- —— L, i e WY < el . —

INVOICE SUMMARY
PAYMENT AMOUNT
PAYMENT FOR:

J
Thank You

'FHoé.c:n I

PLEASE DETACH AND RETURN WITH PAYMENT

DESCRIPTION

ﬁ!!oo. 18] 1

Thank You

e

] 37 'i.;-j

———— el

AR I01

P e o B Sy Bhvrsson 11 DI B T I IS CR L P R P

INFLATED TRABER INVOICE FOR BOAT LAUNCH
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Canc River Waterway Commission

IRVOICE
‘ENTRY
WO
[:A] [ ] Invoice & 013674
TRABER AGENCY, INC. INTERSTATE INS. UNHDERWRITERS
P.0. BOX 908 3663 KNIGHT STREETY
AGENT NO NATCHITOCHES, LA 71458-89%08 SHREVEPORT, LA 71105
318-865-7600
4260 | , ]
NAMED DUE DATE: @5/15/99
IMSURED CANE RIVER WATERWAY COMMISSION
: AMOUHT
B INVOICEDATE pq /@1 /99 _ __ _JEQ _ _ EFFECTIVE: ©3/16 /589 _ REWATTED §
10_51‘55!.1 co FOLICY PERIOD | CL kTR POLICY NUMBER AND DEBCRIPTION PREMIUM 8ALANCE
ommission| MO o | ) CHARGE CREDIT | B
@3/16/99 C5L30600129 - ¢ | 1
63/16/00 NEW BUSINESS
20] RVEQ 481 GENERAL LIABILITY 760.0
40| RV POLICY FEE aa.ag
17 SURPLUS LINES TAX 41 .75
TRANSACTION TOTAL B76.74
COMMISSION ~75, 00
BALANCE 801.75
1999
APR 12

ORIGINAL (FOR YOUR RECORDS)

CORRECT POLICY AMOUNT FFOR BOAT LAUNCH

12
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Fxhibits

| PHOME: 31873878277
t¥s 2Y. DENIE XTREEY P.O. DRAWER pog -
NATCHITOCKES. LA, 71458-0908
LLIENT
oot
CAJE RIVER tATERWAY  Commessic e
_ SERVICE
P fox 37 e |
NAwcirocyks , (A
| . . PAYLIENT INFORMATION
_;_r_Jl.r_:gm_E :'.umr.mﬁw;“ _

PoYL'ERT oMVOUNT

PLEAGE DETACH AMD RETURN WITH PAYMENT

OESCRIPTICN AMOUNT

NVYOICELY LFFECTIVE ! TRANSACTION I

433300

1234 Sfoxf99  CB20010X)  Warkteesrr foLicy

Fisz 3.00

Thank You

R . s

1 1 1
I by b b el el - - . ~
e bl Ly e B SR ST B T T —— - A il g
.Sn?.\\'h f $
l - s faur=lo. Win i . e

INFLATED TRABER INVOICE FOR BOAT POLICY
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Canc River Waterway Commission

SPECIALTY RISK ASSOCIATES
P. O. Box 4829
Shreveport, LA 71134-0B295

(318) B&S5-7023

TRABER AGENCY, INC, June 11, 1999
129 5T, DENIS STREET o
P. O. BOX 908 JUt 28 1399
NATCRHITOCHES LA
71458-09508
R ) s CopenyyInvelee el e A
ACCOUNT NUMBER - 2518
TRANSACTION EFFECTIVE DATE 5-22-90
EXPIRATION DATE 5-22-00
& w; Pﬂ!icy Nmuber : T}'pe of Cowrage !/ Descripﬂﬁn _ ﬂ j:! ,.#E-» 30T S - Amount iv;§§“1
14535 Boat CAHE RIVER HATE 3833.00
Less Commission ~-383.30 f*ﬁZ;f
Total due | 3449.70

We appreciate ymur.buainess.

CORRECT AMOUNT FOR BOAT POLICY

14
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Legal Provisions



[egal Provisions

The following legal citations arc referred to in the I'indings and Recommendations scction of this

report:

R.S. 14:67 provides, in part, that theft is the misappropriation or taking of anything of
valuc which belongs to another, either without the consent of the other to the
misappropriation or taking, or by means of {raudulent conduct, practices, or
represeniations.

R.S. 14:134 provides, in part, that malfeasance in office is committed 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 employce; (2) intentionally perform any such
duty in an unlawful manner; or (3) knowingly permit any other public officer or public
cmployee, under his authority, to mtentionally refuse or fail to perform any duty tawfully
required of him or to perform any such duty in an unlawful manner.

R.S. 22:627 provides, m part, that no agent shall charge or rccecive any fee,
compensation, or consideration for msurance which is not included n the premium
quoted to the insured and the premium specified in the policy delivered to the insured
except {or reimbursement {or expenses due the agent, and cxcept for an agency fec. Any
reimbursement or agency fec shall be 1itemized scparately on an invoice statement.
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