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The Honorable James B. Hunt, Jr., Governor
Dr. H. David Bruton, Secretary
N.C. Department of Health and Human Services
Dr. A. Dennis McBride, State Health Director
N.C. Department of Health and Human Services
Mr. George T. Walston, Chairman
Drug and Aids Prevention Among African-Americans, Inc.
Members of the North Carolina General Assembly

Ladies and Gentlemen:

Pursuant to General Statute 8147-64.6(c)(16), we have completed our specia review into
allegations concerning the Drug and Aids Prevention Among African-Americans, Inc. The
results of our review, aong with recommendations for corrective actions, are contained in
this report.

Genera Statute 8147-64.6(c)(12) requires the State Auditor to provide the Governor, the
Attorney General, and other appropriate officials with written notice of apparent instances
of violations of pena statutes or apparent instances of malfeasance, misfeasance, or
nonfeasance by an officer or employee. In accordance with that mandate, and our standard
operating practice, we are providing copies of this specia review to the Governor, the
Attorney General, and other appropriate officias, including the North Carolina State Board
of Certified Public Accountant Examiners.

Respectfully submitted,

Ralph Campbedll, Jr., CFE
State Auditor
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OVERVIEW

Drug and Aids Prevention Among African-Americans, Inc. (DAPAA), founded in
May 1992, is a grassroots, community-based, HIV/AIDS risk-reduction education and

service organization located in Johnston County, N.C.

The agency’s mission is to promote the health and well being of Johnston County citizens
by educating and empowering ethnic minorities, especialy the injecting drug users, their
sex and needle sharing partners, and minority women of childbearing years. DAPAA
works in collaboration with other entities in attempts to prevent the spread of HIV, other
sexualy transmitted disease infections, drug addiction, and Tuberculosis (TB). To
accomplish its mission, DAPAA encompasses both risk reduction education and prevention

programs in the following areas:

Community street outreach and prevention education and awareness

Case management to injecting drug users by addressing both risk behaviors and
practices

Adult Day Care services

Supervised supportive housing and case management for persons infected with HIV
or who have AIDS

Substance abuse treatment and referral

Pre- and post-test counseling, screening, testing, and follow-up for HIV, other
sexually transmitted diseases, and TB.



OVERVIEW (CONTINUED)

DAPAA'’s programs were funded primarily by state grants from federal money awarded to
the State. The Department of Environment and Natural Resources, through two of its
divisons, (Health Promotion and Epidemiology) managed the awarding of grants to
DAPAA. The AIDS Care Branch of the Divison of Headth Promotion supervised the

award process for the following grants:

Amount
Awarded Project Time Period
$ 70,000 HIV/AIDS Adult Daycare 01/01/94-06/30/95
70,000 PREV/African-American/HOPWA 1l 04/01/95-03/31/96
75,000 HIV/AIDS Adult Daycare 01/01/96-12/31/96
10,000 Ryan White HIV Care 11/01/95-03/31/96
92,556 HIV/STD Counseling 07/01/96-06/30/97
75,000 HIV/AIDS Adult Daycare 01/01/97-12/31/97
$ 392,556

The HIV/STD Control Branch of the Division of Epidemiology supervised the award

process for the remaining grants:

Amount
Awarded Project Time Period
$ 52,550 AIDS Community-Based Project-Risk 07/01/93-06/30/94
Reduction
110,829  AIDS community Based Project-Risk 07/01/94-06/30/95
Reduction
186,300  HIV Testing/Counseling 12/01/95-12/31/97
112,056  HIV/STD Counseling 07/01/95-06/30/96
135,000 Alternate Test Site 07/01/97-12/31/98
87,556  HIV/STD Education Risk Reduction 07/01/97-06/30/98
$ 684,291



OVERVIEW (CONTINUED)

The State contracted with and awarded DAPAA $1,076,847 in federal funds. However,

DAPAA actualy received only $977,143 of the awarded amount.

Additionally, the HIV/STD Control Branch awarded the following grant to the North

CarolinaMinority Aids and Health Advisory Coalition (Coalition):

Amount
Awarded Project Time Period
$ 109,804 HIV Community Planning 01/01/96-12/31/96

The Codlition is an organization comprised of minority operated HIV/AIDS/STD
community-based prevention/risk reduction organizations. DAPAA, as the lead agency of
the Coalition, received and distributed the Coalition’s grant funds. Although the State

awarded the Coalition one grant of $109,804, the Coalition actually received $109,000.

DAPAA aso received funding from the Eastern North Carolina HIV/AIDS Consortium
(ENCHAC). ENCHAC, a hedth care consortium, receives funding through the Ryan
White Comprehensive AIDS Resources Emergency Act (Ryan White) and Housing
Opportunities for Persons with AIDS (HOPWA). Both of these are federally funded
programs; Ryan White funds originate from the US Department of Health and Human
Services, while HOPWA funds originate from Housing and Urban Development.
ENCHAC coordinates medical and support services to people with HIV/AIDS and their

families for the nine county areas of Beaufort, Craven, Greene, Johnston, Lenoir, Pamlico,



OVERVIEW (CONCLUDED)

Pitt, Wake, and Wayne. Each of the nine counties has a task force, which coordinates the
amount of funds that flow into the county for the support of HIV positive persons and
their family members. Each task force selects a coordinating agency for the county.
According to ENCHAC, Johnston County’s task force chose DAPAA during 1993-94 as

its coordinating agency.

Auditor’s Note: In October 1997, the AIDS Care Branch and the HIV/STD Control Branch
merged to form the HIV/STD Prevention and Care. Effective January 1, 1998, the Division
of Health Promotion and the Division of Epidemiology were transferred to the Department of
Health and Human Services as part of the reorganization of the Department of Environment,
Health and Natural Resources (renamed the Department of Health and Human Services).
Effective February 28, 1998, the Department of Health and Human Services (DHHS)
canceled its contracts with DAPAA. In its official notification of cancellation, DHHS cited
the following two situations: DAPAA's failure to provide supporting documentation for its
expenditures, thereby preventing DHHS from verifying that funds were spent in accordance
with funding guidelines; and DAPAA'’s inadequate accounting system.

Additionally, in a letter dated March 11, 1998, ENCHAC notified DAPAA that its contract
had also been suspended. ENCHAC suspended the contract following notification of
DHHS s cancellation.




INTRODUCTION

We received the following anonymous allegations through the State Auditor’s Hotline

concerning the Drug and Aids Prevention Among African-Americans, Inc. (DAPAA):

A conflict of interest exists between DAPAA and an employee of the
Department of Environment and Natural Resources (DENR), Divison of
Epidemiology. Subsequent to beginning our investigation, we received an
additional anonymous complaint concerning the possible misuse of state funds
by DAPAA. Specificdly, we were told that there were questionable

expenditures by the Executive Director of DAPAA.

We used the following procedures to conduct our specia review:

1. Examination of DAPAA records.

2. Examination of the HIV/STD Control records.
3. Examination of AIDS Care Branch records.

4. Interviews with employees of DAPAA.

5. Interviews with employees of the Department of Environment and Natural
Resources.

6. Interviews with employees of the Department of Health and Human
Services.

7. Interviews with other individuals external to any of the above organizations.



INTRODUCTION (CONCLUDED)

This report presents the results of our Special Review. This review was conducted
pursuant to G.S. 8147-64.b(c)(16), rather than as a financial audit. DAPAA isrequired to

contract with a private accounting firm to perform an annual financial audit.



FINDINGS AND RECOMMENDATIONS

1. DAPAA’S FINANCIAL RECORDS WERE VERY UNORGANIZED AND
INCOMPLETE.

At the initial stages of our investigation, we requested access to all financia documents of
the organization. The Executive Director told us that some documents were in the
possession of a local bookkeeper, other documents were with a Certified Public
Accountant based in Fayetteville, and the remaining documents were on-site at the
DAPAA office. To further compound the situation, the Executive Director did not appear

to know which documents were with whom.

We requested that the Executive Director consolidate all documents into one location for
our review. We began reviewing these documents and found weak internal controls and a
genera lack of fiscal accountability within DAPAA. The Executive Director was the sole
individual responsible for opening the mail, making deposits, and signing checks. There
were no timesheets available to account for the employees workdays. Though many travel
advances were issued, there were not any supporting records of travel expenses. On the
advice of his bookkeeper, the Executive Director merged severa bank accounts into one
account. The use of one account created a Situation where money from different funding

sources was deposited into one account.

Though these areas presented questionable practices to us, the multiple missing canceled
checks, bank statements, and invoices quickly drew our attention. The missing canceled

checks and bank statements were spread over a three-year period, from 1995



FINDINGS AND RECOMMENDATIONS (conTiNUED)

through 1997. When asked about the missing documents, the Executive Director replied
that he had given us all he had. In order to complete our review, we contacted the bank
where DAPAA has its accounts and requested copies of the missing canceled checks and
bank statements. Three months after our request, the bank provided us 1,000 items for our
review. The cost to the state to obtain copies of bank statements and checks that should

have been available from DAPAA was $3,143.

The missing documents and sloppy record keeping revealed an organization with many
internal control weaknesses. However, DENR awarded $1,076,847 in grants to this same
organization. We question whether this organization should have received all of this
funding since DENR was aware for at least a three-year period that DAPAA had not
adequately managed its expenditures. The Executive Director stated that he did not have

anyone on staff with the expertise to handle DAPAA’ s fiscal system.

RECOMMENDATION
DAPAA should employ qualified individuals. DAPAA should perform
monthly reconciliations on all of its bank accounts and develop an
organized bookkeeping system. DAPAA should maintain documentation
of all transactions - canceled checks, bank statements and invoices.
DAPAA should establish internal controls, including the Executive
Director periodically reviewing canceled checks and bank reconciliations.
Supporting documentation should be available prior to signing checks. In

the future, DENR should carefully monitor grantees expenditures and



FINDINGS AND RECOMMENDATIONS (conTiNUED)

ensure proper accounting procedures are in place. Funding should be

withheld when granteesfail to properly manage funds entrusted to them.

2. THE EXECUTIVE DIRECTOR FAILED TO PROVIDE US COMPLETE
DOCUMENTATION TO JUSTIFY ALL EXPENDITURES.

As previoudy stated, we obtained copies of the missing canceled checks and bank
statements from the bank. However, we were unable to obtain invoices, billing statements,
and receipts to support all expenditures for which checks were written. Our review
revedled little documentation to account for DAPAA’s expenditures. Of the canceled
checks provided by the Executive Director, most were attached to an in-house purchase
request form, not an invoice. According to the Executive Director, DAPAA did not keep
invoices or receipts. Due to this lack of documentation, we were unable to verify that all
funds were deposited or spent appropriately. Additionally, the lack of record retention
exposed this organization to potentia theft and embezzlement. According to the Executive
Director, DAPAA routinely disbursed funds without reviewing bills for legitimacy and

accuracy.

RECOMMENDATION
DAPAA should verify that invoices and bills are legitimate expenses for
the operation of its organization. DAPAA should retain all billing

documents along with other financial records.



FINDINGS AND RECOMMENDATIONS (conTiNUED)

3. DAPAA LACKED OVERSIGHT FROM ITSBOARD OF DIRECTORS.

Although DAPAA had a Board of Directors, there was little evidence of the Board's
participation in the operations of the organization. The Board had very little contact with
the daily operations of DAPAA. We asked for, but did not receive, board meeting
minutes. We later determined that board minutes were not taken. Thus, we do not know
when the Board met, how often, or if it met at all. Also, during the course of our review,
the Board of Directors membership changed. A new Chairman was elected to the Board.
However, our review revealed that, in the past, this newly elected chairman received an
$850 payment from DAPAA for rental of a house he owned. During the writing of this

report, the Chairman and two other members resigned from the Board.

We found the Board did not exercise much, if any, control over the Executive Director and
his decisions concerning DAPAA. In his letter of resignation to the Executive Director,
the Board Chairman stated, “I feel as though you do not take any advice and direction
serioudly...All my efforts to assist were basically ignored.” In light of this statement by the

former Board Chairman, we question if the Board had any authority over the organization.

The Executive Director signed all checks and approved most expenditures. Although the
Executive Director stated that the Board authorized him to take certain actions, we did not

see any written documentation regarding these authorizations.

10



FINDINGS AND RECOMMENDATIONS (conTiNUED)

RECOMMENDATION
Before providing any additional funding, DHHS should obtain assurances
that DAPAA has a Board of Directorswhich is exercising control over the

operation of the agency.

4. THE DIVISION OF EPIDEMIOLOGY DID NOT ADEQUATELY SUPERVISE
DAPAA.

We discovered that DAPAA lacked proper oversight from the Division of Epidemiology
(Division) in the use of state funds. We did not see evidence of the Divison monitoring
DAPAA’s expenditures. Though the Division received expenditure reports from DAPAA,

there were weaknesses in the review process of these expenditure reports.

Our examination of DAPAA’s expenditure reports revealed three instances in which the
receipt of funds exceeded the reimbursement amounts requested on DAPAA’ s expenditure
reports (See Table 1). DAPAA received a total of $51,688 in excess of the amounts
requested on the expenditure reports. We did not find evidence of attempts on the part of
the Division to collect this overdrawn amount. Nor did we find that DAPAA attempted to

return the funds that were overdrawn.

Table 1
Expenditure Amount
Grant Year Reports Awarded
HIV/AIDS Daycare 1993-94 $ 44,412 % 70,000
HIV/AIDS Daycare 1996-97 51,490 59,290
HOPWA* 1995-96 51,700 70,000
$ 147,602 $ 199,290

*Housing Opportunities for People with AIDS.

11



FINDINGS AND RECOMMENDATIONS (conTiNUED)

RECOMMENDATION
The Department should accurately monitor all contracts awarded to
ensure that funds disbursed match expenditure reports. The Department
should obtain reportsthat support the previousy mentioned drawn funds.
No agency should be allowed to receive funds for which they can not

support with accurate and complete expenditure reports.

5. ALTHOUGH DAPAA FAILED TO COMPLY WITH ITS CONTRACTUAL
AGREEMENT, THE DIVISION OF EPIDEMIOLOGY CONTINUED
AWARDING GRANTSTO DAPAA.

From July 1, 1993 through July 1, 1997, the North Carolina Department of Environment
and Natural Resources, Epidemiology Division (Division) awarded thirteen grants to
DAPAA. According to the contractual agreements between DAPAA and the Division,
DAPAA was required to have its financial statements audited and to submit an audit report
to DENR’s Office of the Controller (Controller) within six months following the fisca
year-end in which funds were received. The audits were to be conducted in conformity
with Government Auditing Standards issued by the Comptroller Genera of the United

States.

During 1995 and 1996, DAPAA submitted audit reports on six occasions to DENR’s
Controller. These reports were not prepared in accordance with the Government Auditing
Standards. Each time the Controller wrote DAPAA, informing the Executive Director of
the non-compliance. In aletter dated January 18, 1996, the Controller instructed DAPAA

to send its single audit report or future payments would be withheld, and in another letter

12



FINDINGS AND RECOMMENDATIONS (conTiNUED)

dated March 7, 1996, the Controller wrote that “we must now withhold future payments”
since the audit reports were not submitted. However, the Controller continued funding
DAPAA and the Epidemiology Division continued awarding grants to DAPAA.
According to the Epidemiology Division, grants continued to be awarded because the
Controller did not inform Epidemiology that satisfactory audit reports had not been
submitted by DAPAA. According to Epidemiology personnel, it was either February or
March 1997 when the Division became aware that DAPAA had not submitted audit reports
for prior years. The Controller continued corresponding with DAPAA during 1997,
regquesting the audit reports. Finally, in May 1997, DAPAA submitted audit reports for the
fiscal years 1993-94, 1994-95, and 1995-96. However, since there were numerous
financia documents missing at the time of the audit, we question the accuracy of these
financia statements. The records appeared to us to be unauditable. In fact, one previously
hired Certified Public Accountant pulled out of the audit engagement with DAPAA due to
concerns over the lack of documentation. Also, documentation obtained from the
Controller indicated that these reports contained irregularities, which had not been resolved

to DENR' s satisfaction at the writing of this report.

As stated before, the Division continued funding and awarding grants to DAPAA athough
satisfactory audit reports had not been submitted for the prior years. In total, since

July 1993, DENR paid grants totaling $977,143 to DAPAA.

13



FINDINGS AND RECOMMENDATIONS (conTiNUED)

RECOMMENDATION

Prior to disbursing funds, the Epidemiology Division should ensure that
grantees have submitted all documentation, such as audit reports,
required from prior contractual agreements with the Divison. DHHS
should enforce contractual agreements with grantees, and the agency’s
Controller should cease funding to grantees who default on those
agreements. In addition, this matter is being referred to the North
Carolina State Board of Certified Public Accountant Examiners for

review.

6. DAPAA RECEIVED AND RETAINED $21,889 IN EXCESS OF AN AMOUNT
AWARDED FOR A CONTRACT.

During the fiscal year 1996-97, the Division of Epidemiology (Division) contracted with
DAPAA to provide programs aimed at reducing the spread of HIV/AIDS among the
minority population. Originally, the Division agreed to pay DAPAA an amount not to
exceed $87,556. However, the Division amended the contract on January 2, 1997, by
increasing the amount to $92,556. The contract stipulated that the Division, upon
execution of the contract, would pay DAPAA an advance equa to one-fourth of the
contracted amount ($21,889). Subsequent payments would be issued following the receipt
of DAPAA’s expenditure reports. According to Division personnel, DENR'’s policy is to
reduce the amount of the last check issued by any advances previously paid to the grantee.
Based on information obtained from DENR, DAPAA received the following payments for

this contract:

14



FINDINGS AND RECOMMENDATIONS (conTiNUED)

July 18, 1996 $ 21,889
August 27, 1996 23,495
December 31, 1996 22,539
February 5, 1997 5,000
February 26, 1997 10,387
April 15, 1997 31,135

$ 114,445

Although DAPAA received an advance of $21,889 on July 18, 1996, DENR failed to
reduce DAPAA'’s fina payment on April 15, 1997 by this amount. No one at DAPAA
notified the Divison of the overpayment. According to Divison personnel, the
overpayment was identified in August 1997. Although the Division requested a refund of
the $21,889 overpayment from DAPAA’s Executive Director and Board of Directors,

DAPAA has not reimbursed the Division the money at the writing of this report.

RECOMMENDATION
In the future, the Division should ensure that all advances be subtracted
from the last check issued for a grant. The Division should pursue further

action to obtain payments from DAPAA of the overdrawn amount.

. THE DIVISION OF EPIDEMIOLOGY CAN NOT ACCOUNT FOR DAPAA’S

USE OF A FEDERAL GRANT AWARDED TO DAPAA.

In March 1996, the Division of Epidemiology (Division) received money from the Centers
for Disease Control to fund a socid marketing campaign. The money was a one time
funding initiative and the Division did not use a competitive system to disburse the funds.
The Division awarded the North Carolina Minority Aids and Health Advisory Coalition,

Inc. (Coalition) $109,804 of these funds to support a statewide community level

15



FINDINGS AND RECOMMENDATIONS (conTiNUED)

intervention and social marketing strategy. The Coalition actually received $109,000 of
this amount. The Codlition is an organization comprised of minority operated
HIV/AIDSSTD community based prevention/risk reduction organizations. DAPAA isthe
lead agency for the organization. Since the Coalition did not possess a 501(c)3 non-profit
status, DAPAA was designated by the Division to recelve, administer, and distribute the
funds awarded to the Coadlition. Specifically, the contract stated DAPAA and the Coadlition
would be responsible for identifying sole source, as well as individual agencies, to award
grants. Also, according to the contract, the Division would provide close monitoring and
supervision. However, no one from DAPAA nor the Division monitored the recipients
expenditures of these funds. Initialy, the Division awarded $86,000 for project costs. In
June of 1996, the contract was extended by an additional $23,804. The Executive Director
told us that once he disbursed the funds, he did not verify that the funds were spent
appropriately. Though the Division stated the funds would be monitored closely, in redlity

the Division provided very little supervision.

We were able to account for the deposit of al but $4,100 of the $109,000 into an account
established for the Coalition. Additionaly, we reviewed checks and other documentation,
which accounted for the disbursement by the Coalition of only $63,326 to other
organizations. According to the Executive Director, all of the funds were awarded but

there was no documentation to support his statement.

16



FINDINGS AND RECOMMENDATIONS (conTiNUED)

RECOMMENDATION
The Division should verify that remaining funds wer e spent by the
Coalition in accordance with the grant. The Division should monitor

future grants closely and verify funds are spent appropriately.

8. THE EXECUTIVE DIRECTOR WASUNABLE TO PROVIDE SUPPORTING
DOCUMENTATION FOR TRAVEL PAYMENTSTO HIMSELF.

As dtated previoudy, DAPAA lacked supporting documentation for most of its
expenditures. During the course of our review, we obtained several checks written to the
Executive Director. The checks only required his signature, so no one else approved these
checks. The total amount of the checks was $6,244. We did not see any supporting
documentation that would explain the checks. When we questioned the Executive
Director, he told us that he did not keep any records of his travel. He told us that he
traveled frequently to conferences and drove every time. He did not have airline tickets

nor hotel receipts. Thus, we were unable to verify if these were valid travel expenses.

RECOMMENDATION
DHHS should verify that these travel expenses were legitimate. DHHS
should insist its grantees maintain accurate and detailed records outlining
expenses related to grants. The Executive Director should be required to
pay back all travel expenses that he can not provide documentation to

support.

17



9.

10.

FINDINGS AND RECOMMENDATIONS (conTiNUED)

THE EXECUTIVE DIRECTOR PAID HIMSELF ADDITIONAL
COMPENSATION FROM MEDICAID RECEIPTS.

Johnston County Social Services contracted with DAPAA to perform case management
services. DAPAA received payments for these services from Medicaid. The payments
from Medicaid were based on preset rates applicable to the type of service performed, such
as counsdling. Beginning in September 1995 and continuing through January 1996, the
Executive Director took ten percent of all Medicaid payments as additional personal
compensation. He wrote checks to himself totaling $13,300 during this period. We were
not provided documentation in which the Board of Directors authorized these payments to

the Executive Director.

RECOMMENDATION
The Board should seek reimbursement of $13,300 from the Executive
Director. This matter is being referred to the State Bureau of

Investigation for further review.

THE EXECUTIVE DIRECTOR OF DAPAA REPEATEDLY GAVE PERSONAL
LOANS AND SALARY ADVANCES TO AN EMPLOYEE EVEN THOUGH THE
EMPLOYEE WASNOT PAYING THEM BACK.

We found severa checks, signed by the Executive Director, totaling $3,435, written to one
employee. DAPAA issued two checks, one dated April 27, 1995 and the other
April 4, 1996 for $1,000 each to this particular employee. The Executive Director told us
the employee asked for and received those two checks as “loans’ to purchase persona
vehicles on two separate occasions. We saw neither full nor partial repayment of these

“loans.” We question why the Executive Director would “loan” state funds to an

18



FINDINGS AND RECOMMENDATIONS (conTiNUED)

employee. To further exacerbate the problem, even though the employee had not made
one payment towards the “loan,” the Executive Director again “loaned” state funds to this

employee.

DAPAA issued another check on February 16, 1996 for $750 to this same employee. The
Executive Director stated this was a “personal loan” for the employee. Again, we did not
see any evidence of attemptsto repay this“loan.” We question why the Executive Director
would “loan” state funds to this employee, particularly since there had been no repayment

of the two previous loans.

We found a check for $247 written to the same employee. Written on the memo line on
the check was “weeks vacation.” According to DAPAA’s payroll records, the employee
also received a paycheck for the same week that she received this check. The Executive
Director could not recall the circumstances surrounding this particular check and why the

employee was paid twice for the same week.

We aso found a check dated April 27, 1995, for $368, made payable to the employee and
endorsed by the employee, but not signed by anyone. The check had cleared the bank.

The Executive Director could not recall the circumstances surrounding this check.

This employee also received two checks for $30 and $39. These checks were dated June
23, 1995 and July 21, 1995, respectively. Writing on the memo line indicated that these
were payroll advances. We did not see any documentation that these advances were

deducted from the employee’ s payroll checks.

19



11.

FINDINGS AND RECOMMENDATIONS (conTiNUED)

We asked the Executive Director about this particular employee. He told us this employee
took advantage of him. He also told us that she had put her personal home heating oil and
telephone hills in DAPAA’s name. These hills were paid along with other DAPAA hills.
As previoudy stated, the Executive Director told us that no one reviewed DAPAA’s bills
to ensure their accuracy. The Executive Director did not attempt to collect any repayment

from the employee for these loans, salary advances, and persona bills paid by DAPAA.

RECOMMENDATION
The Executive Director should be held personally liable for the
disbursement of these funds, and the Department should seek
reimbursement of these funds from the Executive Director. This matter is

being referred to the State Bureau of Investigation for further review.

DAPAA APPEARED TO HAVE RECEIVED FAVORITISM IN THE AWARDING
OF GRANTSBY THE DIVISION OF EPIDEMIOLOGY.

According to information obtained from DHHS, the Epidemiology Division (Division)
within DENR was responsible for organizing the distribution of federal discretionary funds
received from the Center for Disease Control (CDC). The Division sent requests for
proposals to various community-based organizations, such as DAPAA. Upon receiving the
proposals, a committee made up of Division employees reviewed them and provided
recommendations as to award amounts for each organization. The State Health Director
made the fina decisions on amounts awarded, after reviewing the recommendations from

the committee.

20



FINDINGS AND RECOMMENDATIONS (conTiNUED)

Although the committee recommended the amounts to be awarded to the various
organizations, the Division employee responsible for coordinating the review committee
meetings reported directly to the wife of DAPAA’s Executive Director. Until
August 1, 1997, the Division's organization charts reflected this reporting structure.
Additionally, this same employee was DAPAA’s Project Monitor, the individual assigned
to visit the organization’s site and monitor its budget. According to DHHS personnel, they
were aware that DAPAA’s Executive Director is married to a Division employee. In spite
of these facts, Division personnel proceeded as though a conflict of interest did not exist.
Nonetheless, since the wife of DAPAA’s Executive Director supervised the employee who
organized and participated in the committee meetings that recommended award amounts,
a the least, an appearance of a conflict of interest did exist. The wife of DAPAA’s
Executive Director could have influenced the decisions of the committee members who are
made up of Division employees. In fact, Divison personnd told us that she did have

influence in the grant awards process for DAPAA.

This influence reached not only the Division, but also another agency that partially funds
DAPAA. We were informed of an incident that occurred in November 1996. The Eastern
North Carolina HIV/AIDS Consortium (ENCHAC) became aware of concerns about the
quality of case management services provided by DAPAA. These concerns arose as a
result of quality assurance audits conducted by the Branch. We were told that the
Executive Director’s wife called ENCHAC' s Contracts Administrator to discuss the issue

and relay her husband’s concerns. Once again, we question the involvement of the wife of

21



FINDINGS AND RECOMMENDATIONS (conTiNUED)

DAPAA’s Executive Director in the decisions by the State that affected DAPAA. We
were told by ENCHAC personnel that they felt pressured by individuals within the Division
(other than the Executive Director’s wife) to continue funding DAPAA. The treatment of
DAPAA can be seen in examples of awarding funds to the agency. As stated in Finding 7,
the Division awarded a social marketing grant to a Coalition lead by DAPAA. We were
told by the Division personnel that these were discretionary funds and no other agency was
given an opportunity to receive any portion of this money. Also, we were told that
originally DAPAA was scheduled to receive $60,000 for an Alternate Test Sites grant for
fiscal year 1997. However, this amount was increased to $156,300. Again, the additional
money came from discretionary funds. Therefore, we question if grants were awarded

fairly by the Division.

According to the Division, in April 1997, after we first inquired about a potential conflict,
the Executive Director's wife was reassigned duties, eliminating her involvement with
DAPAA. However, in a May 1997 memorandum, a Divison employee reported on the
socia marketing grant to the Executive Director’s wife, indicating that she was till
involved. The memorandum contained the final evaluation of grants given through the NC
Minority Aids and Health Advisory Coalition, Inc. The Branch Chief and others were sent
copies of the memorandum. We guestion why the Executive Director’s wife received this

report since she was no longer to be involved in decisions regarding DAPAA.

RECOMMENDATION
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FINDINGS AND RECOMMENDATIONS (conTiNUED)

The Epidemiology Division should develop a clear, concise, and
definitive conflict of interest policy. This conflict of interest policy
should be communicated to all employees. In the future, the Division
should award grants fairly and give all organizations an equal

oppor tunity to obtain funding.

12. THE EXECUTIVE DIRECTOR’'SWIFE, EMPLOYED BY THE STATE AGENCY
AWARDING GRANTS TO DAPAA, RECEIVED CHECKS FROM DAPAA
TOTALING $2,065.

The Executive Director’s wife is an employee of the Department of Health and Human
Services. During the time DAPAA received grants from the State, she was assigned to the
Division of Epidemiology, which administered the grants awarded to DAPAA. During the
course of our review, we examined checks totaling $2,065 written to the Executive
Director’s wife. We did not find any supporting documentation or invoices justifying the
expenditures. We did not see evidence of a written contract between DAPAA and the

Executive Director’ s wife.

We questioned the Executive Director about the checks written to hiswife. The Executive
Director told us that Eastern North Carolina HIV/AIDS Consortium (ENCHAC) required
that a case manager with the necessary certification or credentials sign off on reports from
DAPAA. Thus, the Executive Director contracted with his wife who has a Master’s of
Social Work Degree to perform case management for DAPAA. He could not, however,

remember the rate he paid his wife for the services that she provided.
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FINDINGS AND RECOMMENDATIONS (conTiNUED)

We questioned the Executive Director’s wife about her arrangement with DAPAA. The
Executive Director’s wife said she recelved approval from the Divison's former Branch
Head. However, we were not provided with any written documentation verifying that this
Situation was approved by anyone within the Divison. We did not find a secondary
employment form for the Executive Director's wife on file with the Divison of

Epidemiology.

We did obtain internal Departmental memos that addressed the questions of conflict of
interest for the Executive Director’s wife. One of these memos stated that the Executive
Director's wife would not be “involved in the funding recommendation, technical
assistance, and monitoring of DAPAA.” In this same memo, others within the Department

appeared to have granted their approval of this arrangement.

We question these payments made to the Executive Director’s wife. First, because she
works for the Division, an apparent conflict of interest exists. Through their lack of action
on the issue, the Division appeared to have condoned this conflict of interest. Second, the
lack of documentation surrounding the payments further clouds the situation. The situation
could have been avoided if DAPAA had sought the Divison's assistance in finding a
qualified individual with a Master’s of Social Work Degree to perform case management
for the organization. Additionally, the Executive Director's wife should have filed a
secondary employment form so that her supervisor would have been aware of her

employment with DAPAA, requiring him to determine if a conflict of interest existed.
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FINDINGS AND RECOMMENDATIONS (conTiNUED)

RECOMMENDATION
The Division should avoid even the appearance of a conflict of interest.
DAPAA should also develop a written conflict of interest policy. The
Division should insist that secondary employment forms are on file for all

employees who have secondary employment.

13. DAPAA REQUESTED QUESTIONABLE PAYMENTS FROM THE EASTERN
NORTH CAROLINA HIV/AIDS CONSORTIUM.

From June 26, 1996 through October 8, 1997, the Eastern North Carolina HIV/AIDS
Consortium (ENCHAC) wrote thirty-seven checks for rental assistance totaling $15,380,
to an individual we identified as the mother of DAPAA’s Executive Director. Our review
of ENCHAC's canceled checks indicated that thirty-six of the checks were endorsed and
cashed by the mother; one check was endorsed by the mother and stamped “For Deposit
Only DAPPA, Inc.” According to DAPAA’s Executive Director, his mother cashed these
checks and gave him the cash. The Executive Director told us that he then deposited the
funds into DAPAA’s account. DAPAA could not provide us with supporting

documentation to confirm the deposits of these funds.

ENCHAC wrote these checks after receiving a request from DAPAA for client rental
assistance. On each request form, DAPAA’s Executive Director requested rental
assistance to be paid to his mother. According to the Executive Director, DAPAA had
previoudly paid from its own account several rental payments due on houses rented for

DAPAA clients. DAPAA requested rental assistance from ENCHAC in order to reimburse
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14.

FINDINGS AND RECOMMENDATIONS (conTiNUED)

itself for those payments. The Executive Director stated that he requested ENCHAC to
write those checks to his mother rather than himself to prevent others from believing he
was personaly benefiting from ENCHAC's payments. However, the Executive Director
did not disclose to ENCHAC that the individual to whom the check were written was his

mother.

According to ENCHAC' s Executive Director, she assumed that these checks were being
written to a homeowner who had leased rooms to DAPAA’s clients. However, according
to the mother, she had not leased any rooms nor houses to DAPAA or DAPAA’s clients.
Our investigation revealed that the mother did not own any of the properties in which

ENCHAC assisted with rental, nor was the mother a client of DAPAA.

RECOMMENDATION
DAPAA should not seek reimbursement for amounts exceeding actual
expenses. DAPAA should only include factual information on the requests
for reimbursement forms. This matter is being referred to the State

Bureau of Investigation for further review.

DAPAA APPEARS TO HAVE SPENT FEDERAL FUNDS ON CLIENTS WHO
WERE NOT ELIGIBLE TO RECEIVE THOSE FUNDS.

During the course of our investigation, we questioned some of ENCHAC's rental
assistance payments for DAPAA'’s clients and the digibility of those clients who benefited
from ENCHAC's assistance. Based on our review, it appears that the amounts on the

majority of the checks written by ENCHAC to the mother of DAPAA’s Executive Director
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FINDINGS AND RECOMMENDATIONS (conTiNUED)

exceeded the actual monthly lease payments due on the rental houses. On at least seven
occasions, DAPAA requested that ENCHAC write two checks during the same month for
rent on the same house. On another occasion, ENCHAC wrote three checks during the
same month for rent on the same house. According to ENCHAC, these checks were
written for single rooms in the houses. DAPAA requested rental assistance for separate
clients renting individual rooms in each house during the same month. However, the totals
of these multiple checks for rooms in the same house exceeded the actual monthly lease
amounts due. In some cases, it appeared to be triple the amount DAPAA paid the
homeowner to rent the house. Although we identified the actual property owners, we were
unable to verify actual monthly lease payments agreed upon between DAPAA and each of
the homeowners. The Executive Director could only provide us with three written lease

agreements.

According to ENCHAC's Executive Director, ENCHAC had questioned DAPAA’s

Executive Director on what appeared to be excessively large rental payments. DAPAA’s
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FINDINGS AND RECOMMENDATIONS (concLubeD)

Executive Director responded that the payments were for clean houses located in safe

areas, and included utility expenses.

DAPAA’s Executive Director further stated that DAPAA deposited al of ENCHAC's
rental assistance payments to his mother into DAPAA’s checking account and used the
funds to cover the expenses of DAPAA’s clients. The Executive Director further stated
that any excess funds were used to pay rent, utilities, and other miscellaneous expenses
incurred by other DAPAA clients who were unemployed and not eligible to receive

Medicaid or funding from ENCHAC.

RECOMMENDATION
Again, DAPAA should not seek reimbursement for amounts exceeding
actual expenses. This matter is being referred to the State Bureau of

Investigation for further review.
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Statement of Financial | mpact

The following schedule represents a quantification of the items examined during our special
review. We cannot completely quantify the tangible benefits or detriment, if any, to the
taxpayer resulting from the findings of our review. For example, some of the amounts
represent expenditures for which value was not received; others represent expenditures for
which some value was received. We are ssimply noting these areas where the system of interna
controls were either circumvented or should be enhanced, or where, in our judgment,

guestionable activities or practices occurred.

1. Cost to obtain copies of bank statements and checks. $ 3,143
2. Excess grant funds without corresponding expenditure reports. 51,688
3. Excess grant funds sent to DAPAA and not returned to the Division. 21,889

4. Total grant amount awarded to the Coalition to fund a social
marketing campaign. DAPAA provided and distributed these funds to
the Coalition. 109,000

5. Funds paid to Executive Director for travel reimbursement - no
supporting documentation. 6,244

6. Payments made by the Executive Director to himself from Medicaid
funds without approval of the Board of Directors. 13,300

7. Loans, salary advances, and personal bills paid by DAPAA for an
employee. Funds do not appear to have been recovered from the

employee. 3,435

8. Payments from DAPAA to the Executive Director's wife who is
employed by the Division. 2,065

9. Questionable rental assistance paid to the mother of DAPAA’s
Executive Director. 15,380
$ 226,144

Auditor’'s Note: The true financial impact is much higher than the amount shown above. The
majority of the $977,143 in expenditures since 1993 were not supported by documentation.
Therefore, the entire amount of grant funds expended may be questionable costs.
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Resporse from fhe State Heaith
Director of the Department of
Health and By Services

North Carolina

Depariment of Health and Huntan Services
101 Blait Deive + Post Office Box 29526 « Ralsigh, Manh Carplina 27626-05256
(919) 733-d52d » Cowricr 56-20-00

Jamez B, Tlunt Jr., Jiowemor H. David Bruegn, MLEY, Secrerary
" May 21, 1998

The Honorable Ralph Campbedl, It
Morth Caroling State Aveditor

300 Norch Salsibury Street

Raleigh, Nonh Caroling 27603-5903

Dz, W Campbell:

[ want to thank you for your therough revisw ol aliegations concerning Drug and Aids
Prevention Among African-Amencans, Inc., o sommumity bascd HIV/ATDS sk reduction and
education program [ocated in Tobmston County, T have meviewed the findings and
recominendations contained in the confidential draft repost and offer 1he attached in response.

Proper fiscal management, programumatic respensibility aod integrily are of wimost impontance to
the Departiment of Health and Hirman Services. Ensoring this is our expectation [or oursclves,
and for those with whom we do business. Pleass e assueed that our response (0 possible
allegstions of misusc of state funds is not lmieed to what we have provided hers. The Division
of Epidemiology, under nyy deadership, will waork with the fine resources available tovs —
in¢luding the department Controller, Intermal Auditor, and Aszsistant Director for Budger,
Mamagement and Planning — to determine the further details of these allegations, and to take
any appropnale measures Lo sakegaurd against this kappening again in the future. We will utilize
approprizte xtemal resources as well,

Thani: your again [or your thorough investigation and report.

A, [rennis MeBztde, MDD, MPH.
Statc Health Director

Altachment

oy H. David Bruton, hI.D.
Ronald H. Levine, M D, M.PH.
James B, Edgerton
2l
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Divizion of Epidemiology Respanse to OSA Draft Audit Repart
May 22, 1998

Oversiew

The Civision thanks e Office of the State Auditor for e imvestigation inte allegallons it
recehved conceming Drug and AIDS Frevention Among Afrlcan-Amenicans, ng, (DARAA}. The
Diviginn and the Fedaral geanting ageney, the Genters for Disease Control and Preventlon
[SDHC) bellewe that we must wee unique, atemative mathads to successiully prevent the spread
of HIV, especially in high-risk populations such as gays, Afican-Americans and IV drag
abusers, Insfuding funding community-based organizations (CBO'S), such as DARAR, We also
understand that such organlzalons may neot have experience in handling futds that more
traditioneal aqencies have. This investigation and subsequent report hiave provided the Division
with invahiakle insightinta how we must function in menifaring such organizations to schieve
successful prevention acthities, vwhile asauring accauntability In the use of public fnds.

The Dhviston of Epideminloay e Divisign) concurs with st of the facts as stated in the
Cuerview [pages 1-4) of The Speclal Review - Qg and AIDS Prevention Amend Afilcan-
Arnereans, Inc., Smithfield, M, & 38, We nate that an page 3, the grant praject
refemed to a2 HiV Gommunity Planning was referred to 52 the Sociat Marketing Projet by the
Divlzlon. Thiz was & ona ime projast fnded from Fedaral tanry fotward funds fiom the grant
year ending December, 1984, The Division was restricted by the granior to £slect a minarity
controlled organization bacauze of the increasa n HIV infection among the Affican-American
population. Tha Metth Carena binority AIDS and Healh Adviaony Coalition (Coalition was
selected because the Coaltfion represented & larga Aumber of minarity organizations io the
afate who ware commilted to the piovention of HIV. Agscording o our records, tha Divislon
orgnally aRocated 56,000 to this effort, subsequenty exendity the contract into the
subsaquent grant perod with an addifioral 523,804 o fund additignal projecte, sudh a5 It
Adrican-fmerican Faith Infiatve (Aftachment 1), The Division Tunded the Social Marketing
Project through DAPLA at the spoific reguest of the Coslition, The letter making this reguest
states that, in January, 1908, the Coafiion believed that DAPAS had the capacity to act ae the
lead ageney far Reeal management and adminisiration of fundsz for the Coaliion (Attackment
2. Ak that ime the Divieion complied with the Coaliten's request because the Division was not
anware of any fscal non-compllance on DAPAAs part,

Flnally, the report states on page 3 “The State awarded DAPAA and the Coaliten grants
totaling $1,138,B51 in federal funds. OF tha amaout awardad, DAPAA acheally recelved
1,088,583 |n lunds.® The Divfslon records mdicate that the Coaliion has only been granted
$103,804 by the Divizion and thoze funds were administered by DAPAA at the spesifie requeat
of the Coaliion. We have not been able to regongile these numbers at this time. The Divkion
will wark with the Controlers Offices in DENR and DHHS to resalve this lssue.

1 THAPAA™S FINAMCIAL RECORDS WERE VERY UNORGANLIED AND INCOMPLETE,

The Divizign of Epidemiofegy hae been awara ginee the carly 1990's that Community Based
Crganlzations (SED) ke BAPAA tended b have [imited experiences related to fizeal
manegemeant and reporting. Tha emphasis, from COC, was to use CBO%, The Divigion mada
afforts to strengthen the CBO's fiscal management throwgh coneultation. The Divizion, through
4 zerfee of snnual workshops for CBO's, has emphazized fecal policies and methodglegies n
addltlon fo programmatic actvitizs, The Division hes distituted to recent participznts i these
wackshops the DHHS Adminiatrative Maoual for Men-Profibs,  Thls rmansal was developed by
e DHHS Confrollers Office and discusses a variety of fopics including the responsibilities and
potential liabifies of a Board of Directors and the necesstty for compliance with Anancaal
inanagiment and reporting, Federal guidelines and fanguage in tha stale eohiracl reguire
compliance with financial reparting. fndividual GBO'S belleved to be having difficuly with fizcal
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managenent were encouraged by the Division to empley accountarts and other speciabsis for
needed aesislance o mast lhess raquiraments. The lederal as well as our state contractual
ules require compllance.

Prior b Qctaber 1897 the Dhilsion was in the Department of Envirenment, Health and Matural
Rezources (DEHNR). It waa duxing this period Lhat mast of the funds addressed in this Report
were awarded to DAPSA, In DEHMR, the auditing and controlers function were centrekzad,
and responsibility fer recaipt 2nd review of axpendiure information and audlt reports resided i
the Depantment. This resubted Tn some uneatsfactory outcomea,

e of those duties of the DEHMR ControRer was the receipt, review and oversight of single
audit reports fram conractons, inchuding CBO's. In August, 1986, the Division requested copies
of gingle audit reports for DAPAA, because fhe Budget Officar for the HM/STD Condl
Seckion, Bob Canupp, had conearts about the izeal management of DAPAY and wanted to
find out whether the single audit reports reflected apy information that would confirm or allay his
coneems. The Division was nefified en August 13 by DEHNR Controlley Red Diavis that his
ofilce had recetved no single audit reports from DAPAA for FY34 ar FYB5. When bir. Ganupp
asked whether the Division should continua to fund DAPAL, Mr, Davls’ response was
affirmative {Attachrment 2- hand-wsitten note from Red Dayis). The DEHNR Genlrslier's Gffics
granled several extansions to DAPAA o submit thase audit isports,

Dua to hie continued concarns abowt DAFANs fiscal management, Mr. Canupp vslted DAPAS
in February, 1997, During that vish ke reviewed the beoks and other financial resords of
DAPAA. Upon hiz refumn to Raleigh, Mr. Cenupp contactad Tommy Glark, DEHNR
Contraller's Gflee, and discussed hls soncens with M. Clark. br. Clark told Mr. Canupp that
he had nokified DAPAA that thay had forty-fiva days within whith to subsmil their audlt reponts or
fisk bass of funds {no copy avaslable}, On March 7, 1997 Mr, Clark netified DAPAA that the
awdit report for 3P 1896 had not been recaived and DAFAS must subnit the repaort by Apil
6, 1997 {Attschment 3} In May, 1997 Bob Canupp and Evehm Foust met with Red Davis, Dan
Stewart and Tommy Clark al DEHMR Coniroller's Office to discuss EAPAA (Sttachment 4},
Ar. Davig assured the Diviskon that the sitvation with DAPAA was being handled praperly and
there was no need Lo et off their funding at that e, DAPAR was ghen an extension until
Juby, TA97, ta submit sudit reparts, On July 29, 1987 Mr. Dawis wante DAPAL in casponse o
an audit reporl ihe DEHMR Contraler's Office had recetved from DAPAA indicsting that all
yequired reports had net been ingleded srd another axfension was given to August 31, 1987
{Attachraznt 5. On July 30 Mr. Canupp wrote BAPAS nobfying them that failure to comnply
with the audit requirements would resull in logs of imding from the Divielon (Atachmant 6]

The zheve history of eventz explainz why the Division contmued it's funding to DARAS alter the
twansfer of the Divislon from DEHNR to DHHS, The General Assembly, effective October,
1907, transferrad the Division to the newly eztablished Depadment of Health and Human
Serviees. At that ime, Bob Canupp contacted Frank Bobbitt, Director DHHS Office of Internal
Andits, whe has worked cdosely with the Division since that fime. On October 6, 1887 Breanda
Crowder-Galhes, Prevention and Somraunity Plannfng Branch Head and Linda Blackman,
HIVSTD Budget Managar visitad DARAM to review their fizcal recorde and detarmined that
there were stll problems In spite of clalms by James Wise, Executive Director, DAPAA, that
they had comected problems that had been identified.

On October 16, 1997 Steve bMarfin, Depurty Divizion Director; Evelyn Foust, HVISTD
Prevention and Care Sectlon Chief; Bob Canupp, HWVIETD Budget Officer; and Frank Bebbitt,
Director DMMS Offica of Internal Audits met with the DAPAR Ecard of Cirectors and thae
Exeumv:é Dlrector It erder to make it clear that the Division heffeved that the fisesl
managemeant and records of DAPASL were nol adaguate and urless immediate adich was
taken to comect matters, the Division would cancel its coniracts with them. The Bgand assured
the Division reprasentalivas that ithad handla the matter by adding a how employes with the
appropiiate background and skills, As a series of #wee memos (Attachments 7, 8 and 3) from
Slephen 5. Marlin, Deputy Division Director, to DAPAL indicate, DAPAA was #tll notin
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campliance with flecal reperting requirements, The subaequent wizit by Bob Canupp and Eddie
Bemyman, DHHS Offica of Intamal Audits, eonfinaed tiat te fscal management problams
wiar: it remuedled. DAPAA was notified on Margh 9, 1983 (Aflachmaont 10) tat, the Dadsien
was officially canceling DAFPAMS conlracts,

THE EXECLUTIVE DIRECTOR FAILED TO FROVIDE U5 COMPLETE DOCUMENTATION
To JUSTIFY ALL EXPENDITURES.

Bacause of tha reporting systern the Dhylgion was not aware of hia siuation and eoneurs with
the recommendation of the Report,

CAPAA LACKED QVERSIGHT FROM ITS BOARD OF DIREGTDRS.

The Dilvlslon concurs with the recommendation of the Report. In an effort to swaluate the role
of the Bozrd 2nd Lo endourage them 1o fake a more active robe in the managament of DAPAS,
the Dhiston metwith the Board on Cctober 16, 1937 {Attachment 9). Follewing that meating,
Chvision staff have communitated directly with the Board {Attachmentz 9 and 103 and will
continue to do o in the future a2 we resolve closing out the contracks and resauping funds due
the Stete of North Caralina.

THE OIVISION OF EFIDEMICLOGY DID NOT ADEQUATELY SUPERVISE DAPAA.

The Division iz taking immediate comective action that will assure the appropriate review
pracass, where cach expenditure repatt |3 belng compared to the total dollar emount paid to
the contractor and 4o the budgeted emaurt so that such overpaymants will not aceur In the
futtre. The Ofilce of the State Health Director, the Division of Budgat, Planning and Analyeis,
the Offige of the Controller and the Cffice ef Internal Audits will review iscal managament
procedures of these contracts.

ALTHOUGH DAPAR FAILED TO COMPLY WITH ITS CONTRACTUAL AGREEMENT, THE
CIVISION OF EPIDEMIOLOGY CONTINUED AWARDING BRANTS TO DAPAR

The responge to this finding is ncluded m [fem 1 (above),  IFshould be neted thet our
termination of funding to DAPAS was timaly.

DAPAR RECENVED AND RETAINED $24 885 IN EXCESS OF AN AMOUNT AWARDED
FOR A GONTRACT.

The Division, in & number of memoes from Decamber, 1987 frough Febrsary, 1998, notified
DAPAM that the agency had received an exira $21,582 durng FY 1397 and that tha monay
wiould heve to be rapaid. One of the factors that ewentually bed 1 the cancellalon of the
Dindslon contracts with DAPAA waz the failure 1o provide an agpeptable ptan to repay thees
fimds. The Division has anlisted the assislanee of the Attomey General's Office Inrecovening
thase funds,

THE DIVISION OF EFIDEMIOLOGY CAN NOT ACCOUNT FOR DAFAR'S- USE OF A
FEDERAL GRANT AVWARDED TQ DAFAR.

The Division cancurs with the finding that it cannot account for DAPANE uee of fedaral grant
money awarded to DAPAA. Tha Bivision is werking wilh ofher DHHS agencles meluding the
Divizion of Budget and Analysis, the Qffice of the Cenireller, the Office of Internal Audits, as
wiill as the Attaracy Goneral's Office and the SBI to ensure a ull accounting of these urds.

34



0.

11

THE EXECUTIVE DIRECTOR WAS UNABLE TO FROVIDE SUPPORTING
DOGUMERTATION FOR TRAVEL PAYMENT:S TC HIMZELF.

Because of the reporting system the Divislon was net aware of this afuation and concurs with
the recommendation of tha Report

THE EXECUTIVE DIRECTOR PAID HIMSELF ADDITIONAL COMPENSATION FROM
MEDIGAID RECEIPTS.

Berause of Be reporting system the Ciislon was not #wane of this siuation and concurs with
the recommendalisn of the Report

THE EXECUTIVE DIRECTOR CF DAPAA REFERTEDLY GAVE FERSONAL LDANS AND
SALARY ADWVANCES TO AN EMFLOYEE EVEN THOUGH THE EMPLOYEE WAS NOT
PAYING THEM BACK.

Basause of e reparing syslzm the Divisian was not aware of thls siustion and conours with
the recommendation of the Report,

DAPAA APPEARED TO HAVE RECEWWED FAVORITISM [N THE AWARDING OF GRANTS
BY THE DIVISION GF ERIDEMIOLOGY.

The Divislon does not belleve that favertsm was gheen b DAPAA In seleding itz proposals ae
deserving of unding. In addiion to oor cvm azeessments of the qualiy of DAPAA'S proposals
amil projects, the Divislon requlary recelved Information from extermel reviewers, federal
officialz, physicians, local heatth depafment stalf, staff of other CECQ's and siher comimunity
leaders that DAPAA programs were cutstandmg examples of how other CBCO'e showld oparate.

Faollowing & reorganization of the Ghvislon of Epiderniology in July, 1994 and the subsequent
appeintmant of Evalyn Fauet as Ghief of tha MIWSTD Conlral Section, corplainls of fEawariistm
toward DAPASA were recelved. In an effort to deal with these concerns, Janet Wise, Head of
the Prevention Branch, HIV/STD Gontrol Seclion and wife of James VWise, Excoutive Director
of DAPAR, was relieved of all duttes and responsibilities pursuant to reviewing and selacting
CBO propesals in Oclober, 1285, Cornplaints continued Lo be received and addittonal efforls
were made to ersure thet Mre. Wise had no role in the selection of projecie to be funded. For
cxample, in August, 1986, Evalyn Fouzt notiied Steve Martin, Deputy Dircelor {(Sttachment 11)
subsequent o meating with Mrs, Wise, that she was still fallowing the quidance stated in a
merms dated Juna 22, 1992 {Atachmant 12). That memo addresses removing Mis, Wese fioon
direct imvatvement with funding recommendation(s}, technical agsistance, and menitoning of
DCAaPAS

During 1998 and 1997, several coaching sassions secured between Mrs. Wise, and one or
mgre of the fallewing: Evehm Foust, her immedistis supervizor, Steve Marfin, Deputy Division
Dlrector and Pat Colling, Divislan Persannel Representative. Durng these sesslons, bMis, Wise
indicated that she was notinvalved in any wey in oy zcbvity thet weuld casse a sonflict of
irterest, There |3 a slgned statement, dated Jufy 26, 1297, i Mrs Wise's persannel file that
aftests ta her knowlaedge of and congumenge with the raguirement that he refrain from activity
that might be construed as a confllet of Interest, This memo was shared with the Chfice of the
Siate Auditer during the imvestipation. I the apring of 1997, a3 part of the rearganfzation of the
Section, Mrs. Wise was placed In a position that had ne supervisory responsibliites for the
Freventipn Branch, which waz the Branch inwhich regommendetignz for funding of CED'a was
initiated. Eventually, in the fall of 1987, due to the limbted number of postdons approprlate to
Mrz. \Wsa's fraining end experiengs, she was asaianed {a the Office of Minarify Health, whera
thare was a need for her skills amd ablities and where she could continue several Inltaties
regarding prevention activitiea in the mingrify ¢ommunity, such as the Africen-amecdcan Faith
Tnitative.,
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State of North Cargling
Department of Environment,
Hedlth and Natural Resources

Divlslon of Bpiderniotogy

James B Hunt, Jr., Governor
Jonathan B Howes, Secietary
Michael Mossr, M.E., b.EH,

Juns 12, 1986

MERCGERNTIN
TO: T Dee frrickland ‘. -
. Purchass and Contracts
" FROM: Evelyn Foust, r-:!.ﬁf
Sectien Chief

RIV/STD Control Section
SURJECT: Coitract hmendment

reference: DRPRA, Inc. (for Morth Carelina Minerity
AIDS ard Health Advisory Coalition, Inc.] &E-30B2-
System $4523053& '

This memo is written to extend the above referecced conkbract by

an =dditicnzl $23,804 to help with the continuatigi: of the

" HIV/STD Sccial Mzrkebing Project which will ewpand social

marketing straregiss to cover the Afpican-Imeriecsn faith.

initiatives. . .

2dditional wini-grants assoeiated with the social marketing
strztaegies include: a Black Church leadership Cenference, The
Black Chureh Wesk of Prayer, and The Black Church Werld AIDS D&y:
Dining with Friends events.

Ygur attenticn to bhis mattex is greatly appreciated, if you have
zdditional questions do mot hesitzite t¢ contact me or Beb Canugp
&t 91F-T35-730L. :

EF flkexr

¢m:  James M. Wise
Eob Canugp .
-Rondra MeMillan
Branda Crowder-Gaines

s
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FROM HI'-ETR

NORTH CAROLINA
MINORITY AIDS AND IIEALTH
ADVISORY COALITION
Jmmw &L Wik
A Taduney 9, 1996

SR hndmon

:ﬁ:r'"“"“m' M. Evelyt Blakenship Fonst

#yn BtmEAT Scetion Chief :
e pongz HIVISTD Comrof Seation gﬂ_éq -
M amigees T Box 27087 ]
ithareen  Raleigh, N 27611.76R7 Y "lea
s —
FRIENTIR Dhear M. Fouwst:

CRMBPITIXE

Ploase he sdvised 1hat the North Saroling A4FDS and Heallh Advisory €00 Mine is
curzently in the process of aequiring its S0 (e} 3} stats, Lnti Hig process hys Lean
Falized, the L alition wil oMate in eolfibetnkion with Lirup Aol Aids Peevantian
AmORE Alrican- Amerieans, Inv, (TIABAA) 05 1ts Laad Agency. ;

Wath BAPAA s Q13 dead agenoy, the Couliiion will bt sble {0 ttilise DAPAA's
S0L{e]{3} 4% tode when applying for fands 368 canduaian wlhir hustess that requiees
fax exemnplion. In additicn, the Coaliliag can relly bpen abe leed ypeacy for flcel
managemel and aderintsteation of fusds. ws well gs e prlottmances of other
admimtsrative fungiigns,

o Tlease o nod besitate Lo quntact the Corlitees for quastrans 1ugaeding anr stajys a3
4 pulvéle, non-profit organizatisn,

Siﬂmfr_:]y_ .
M. Weie shlcy Roalér, 1t
Ca-Char - Con Chniy

foer Ve 4. B
Represeatative Thomas Wriphs The: Reverend Vieunr M, Ravis

Belinds J3tue The Roverend N Whilg

Put Oxgndie-Huater . Mizggie Wright

.

cer Lol Erbrund:

I TS —

g Phawa (M ges 11 . Fre faten UL -GGYLT

1 EEOE TRNE LA L] R T .




pAPAA, INC. W AHsmedseT

"Each oD, Ssach one and toach onel

Fanarr ¢, Vs Evaevive Lesssiar

Dhicr K. EAgiey, DHrartar. Froper Qe Ereek

7mda [ Bralf, FAP- bzl Dfeater

Fvarund Ptatar b, Saar, Board Chatermt . 'g { % 5 :

Auguzi 13, 1956 )
D . L

TO: Bod Davis (Praen cor
Corapiroller '
P Ao Lﬂﬁ‘.’ .

cront Jumesd, WiseT e ST Y/ v
Exenitive Diector t}_,.J)"" ﬁj
S1IRECT:  Releasc of Funds

Per qur coaversation sardicr this sterming, 115 weme s written to request the releass ot fands
froam your agendy to DAFAA, .

Ad you are aware, the audit reports fom FY94 and 95 wete submired by 2 non-cerifed publiz
oot znd, thus unaceeptable, We were not made gware of this fastor vatl approximately
e weeks amo. Ju fact, whils the past audit repats, especially FY04, wers not deemed
wqrandard”, TYS4 waa approved and accepted by four office in FY95. Monetheless, it is clear
what we must do 1o comply; and, 1 have retained the services of Mz, Charles L Bune, Jr CPA 10

camdue 2 pe-audit for FYD4 and Y95, Ag weli, he has been rosined for ongoing audil seTvicts.

Mr. Davie, we are 4 sinotity grassiopis agency thar iz almast cotally dependent upoe
gract/awards in grder 1o contuct daily buginess of HIY prevention, As well, 54 clicnts who are
HiV positive depend on this sgency far Adul DayHealth Care, The wittRoldine of nur funds 18
creatins a serious problem. At shig point, BAPAA, Ine. i unnble 1o provide adenuass gerdicas 1o
Johnzton Cennty residents or make payroll witheut your suthadzation 10 releage these finds. I
assure you that there have heen po impraprieties in this ageney,

Your eonsidecation and aubsegquent releass of the funds will be greatly appreciaced. ¥ you need
addition ipEarmation from me, 4o nok hesiate to call 088-1122, Thanks for your help,

e Nmrparel Lassiter, Accounrant
Charles.] Butn, v, CPA
Evelyr Blankenship Foust, WP

pogr queTor Bonp FI4d 5 spermpErmED, Wem. 2GR C oF¥ze=rain) sai-iled ° PR pin) 2SS ELT
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Stote of North Coraling
Departrment of Envitonment,
- Health and Matural Resources 2
Oflce of the Controfler ‘;

e .

James B. Hunt, Jr., Sovemor

Jorvathan B Howeis, Secretary D E H NR

Rod Davis. Contiallas

Mareh 07, 1997

Finance Officer ]

Drug & Alds Prev Among Afre-Amer
P O Box 2172

Smithiisld, MC 27677

Reference:  Audit Report FY 1995
Dear Finance Officer:

Our resords indicate that you received funds fram this depariment duting state fiscal
year 1896, As 2 condifion of the contract under which you received these funds, you
agreed to provide a copy of your single audit repart within & months of the end of the
gconitact period. :

As of this dale, our records indicate thet we have not raceived your audit reper. 1am
requesting that this report be submitted to me at the address listed below by

April D6, 4997, Failure (o do so cuuld [eopardize future payments to you Trom this
Departrment. Please send the report to: .

Tommty Clark

Offfce of the Conlmaller

Depariment of Environment, Heellh and Naturs] Resaurees
P. 1}, Box 3T457

Raleigh, N 2Fe1{-75E7

VVe sppreciate your cooperation In this matter and encoursge you to contact us, if we
msy be of assistance to you. Should you heve guestions, please contact Termmy Clark
at 5119-T33-1692.  Thank you for your attention to this matter.

Sincerely,
Rod Davis |

r

H

PO Box SFEAT, -'ﬁ Voo 9197334145
Tymesgh, Morth Carsing -1 An Equal DRRAMURTF AT Swe Action EMEIsyer
ZFE117607 SFS recypetas) 1R pean conmeTeer o
S — .
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huby 2%, 1557

it Jamges bf, Wiss, Finance Gificar
Diewg and Alds Prevention Amobg
African Amerfeans. Ina,
Pout Office Box 2172
Smitkfield, NG 27577

Dhear b, Wise:

e have reviewed your st repoct for the paripd ending June 20, [906 to ensurs that atate and fioderally
cnzndated sudit requicmants are mer. Spesifically, we loak for the Beport on Taternal Lnptrats
Ralerant to Admipjstering Fedarat Awards acd the Repazton Complisneawith Lavws and

Repiattons thut ¢eal with the requiremenls o ObE Cirtulay A-13304-126,

Druring tha ¢anrse of our mview of your sdlt rapor, we dizcaversd hat nedther of the repers wag meluded
a8 eommpanicns of te sueit ceport por as addenda, This shove mentionad reparts ard requircmenit of the
gonizactual agreecent with jour agency dd must e prepared by your independent auditers during the
colkse oftheie £xan inatan of yeur cecords. Farthermae, we must kave those reports fim examination by
e NG Stz Andier to conphy with awr conracenal reiponsihilities.

W nead 1 harve those Teparta by Augost 31, 1997, Failure tor =ubroit the teports conld Jelay or curtail
moyIents ¥ your agengy. Repors and comratpondee should ke addressed tay

Tammy Clark
Oiitee of Hie Controller
DEHMR
PO box 27057
Raleigh, NG 278147687
MY, Clark can e contmeted by disling $19-753-1652.
Thag: you very much.
- Stocurely,
&) Qs

Rod Davis

o Beb {Canupp

41
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LS A -
State of Norih Caraling e,
Deparimeant of Environment,
Healfh and Notural Resources

Division of Epldemisleny "
o i st
i

Jomes B Hunt, Jr., Sovenor
Jonathan B. Howes, Secratary I ) E H I '\IR
Michael blosar, .0, RLPH.

Tuly 30, 1997

To: Jares Wise
Executive Diregtor
DAPAA Inc.

Rev. Victor Davis
Chairman of the Board
DAPAA, Inc.

From: Bob Camupp W, &
Assistant Section Chief, Finance
HIV/STD Prevention and Care

Subjest: Fiscal Audits

The purpose of this memo is to fferm you of our receipt of a sopy of a letter (attactument)
mailted to yon on Tuly 29, 1997, from Red Davis concerning your andit for the perind ending
Juzie 30, 1935, In subsequent conversations with Tomuny Clark of the DEHNR Conproller’s
Office, he explained to me that this audit is not currently in compliance with DETNR
Tequitenents and that you must submit these reports t their office by Augnst 3, 1997 Imust
that these reports can be completed and submilted within the sppropdate deadline, Fowever, I
fee] that [t #s necessary to roiterate that the Division of Epidemaelogy and the HIV/STD
Prevention and Care Section will be required to suspend the processing of payments to DADAA
if thase requiréments are not met.

If you haves gquestions or c:ﬁmments, please feel free to call me at 919-733-9585 or Steve Martin
at 915-715-6734.

ee: Dir: Michaed Moser
Stevg Martin
Evelyn Foust
Breada Crovder-Gaines
r

P01 Box 27487, Ralsigh, Nﬁc An Equal Qpprartunily Atfirmative Action Emplover

Marth Saroling 2761 1-2687 S0 reeyecledd 1P posh-consurner poper

Fodnes touse Pyl
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Tuly 29, 1597

M. Farmes M. Wise, Flrance Offinee

Dirup and Afde Prevertion Ancag
African Americans, Ine.

Pagt Offcz Box 2172

Smidifeld, NC TSI

Prear Mr, Wise!

[ 996 {0 enzuire thae state and fidem(ly
mandared audlit sequivements awe met, Specifically, we Jook for the Henatt on Tnfgroal Coatrofy
Relevant tp Adminfspering Federpf Awards and the Report on Compiiance with Lows and
Rrsulatigns that geal Wi the requicemants 5 OMB Cireular 13344125,

sepert, we discovared that natther of the raperts was tecluded
as comyoments of the awdit roport aor a5 addenda, The abowe mentiened c4p0Hs ans LMoL of the

Wa Lave reviewed your swdit repart far the paied anding hune 30,

During e eanrss of sl sovien of your audit
contractual agresmant with your azency and st be prepered by your mdependent udiors diTing the
courss of el examination of vaur records. Furthermore, #e muist have thast eperts it examitetion by
the NC Stam Awditer ta comply with oor eoncacrial rezporsibititler.

We need 1o have those repona by August 31, 1997, Frifure to submit the scpods goutd deley o curtadl
payments i youc arency, Repots and porrespondente should be addressed to;

Tommy Clak
Oflier of ihe Catroller
DEUNME
PO box 27967
Ralzigh, KNG 276111657
Wb, Clark can b eontucted by dlallng 919-733-14652,
Thanle ¥oe veny much,
 Sinourcly,
@ap :OM

Raod Dwvis
3 Bob Canipp
'
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North Caroliza
Department of Health and Human Services
- Diviston of Epiderniology
P.0). Box 2840 @ Raleigh, Morth Carclina 27626-0601

James B. Hunt Jr., Governor H. David Brutoe, MLD. , Seoretary
November 13, 1997

TO: James Wise
Executive Director

DAPAA, Inc. g
FROM:  Stephen §. Martin, MPH M’W

Deputy Division Darcctar
Division of Epidemiclogy

BUBJECT: Expendiore Reporis

Tt is necassary that | diseontinge processing cxpenditure reports from DAPAA, Ine. pending
resolution of itets previausly discussed with you. During our October 16, 1997 visit, you and
the DAEAA Board of Dircetors were jnformed that the following sitwations are problematic.
When these items have been successfully resolved, ['will authorize payments based on
sxpendiire reports we have received of the time we r¢ach resolution.

First, I need resolution of the record keeping and intemal controi situation at DAPAA. T wiil
send Frank Bobbit or @ member of his staff and Bob Canapp to DAPAA fora review of gurrent
financial systerns. This action is expected to be accomplished within one week of the date of this
memo. Second, on or beforc December 10, 1957, DAPAM raust present completed Single Andit
Reports for FY 1994 and 1995 10 “Fommy Clazk at DENR Controller's Office. ‘These reports
st be deemed seeptable by Mr. Clark or Rod Davis. Finally, 2 payment plan must be werked
cut between DAPAA and the Division conceming the overpayment of $21,289 that DAPAA
received during fiseal year 1997. As previousiy stated, it i the Divisien’s position that
restitution-must be made for these: fands regardless of the source of grror.

If you have zdditional concmns or comuents regarding the Divisions position in this maiter
please call me at §19-715-6734.

Shifp
: ¥
¢e:  Bwelyn Foust
Chres Hoke
Ron Eevine
Tames Lassiter
Leon Maztin

* Worth Carelina: Host of i (599 Spectal Qlymptes World Sumer Games
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: Narth Carclina .
Departient of Health and Hwman Services
Division of Epidemiology
F.O. Bax 29501 # Raleigh, Norti Carclina 27626-0801

James B. Hunt Jr., Gowexnor E. David Bruton, 3D, Secretary

Mervember 21, 1957

MEMO -
T Janes Wise | !
Fxeoutive Trector '

DAFAA, Inc.
FROM: Stephen 8, Martin, Deputy Divector
SURFECT: Bite Visit
The parpose of this meme i3 to lanify ismes that you raiced in your Mavember 13, I957 meno.

I belicved thar my previous ot 1 pou clearly stated the purpose of Frank Hobhit and Bab Conupp's visin,
hewevar, 1 apclogize for any misundsrstanding arising from that roemerandum, Thering our October 16, 957
meeting, you stated that DAPAA was in the peocess of implementing 2 complets accoanting aystem. This action is
consigtent with the action asteps that I feef are necessary for DAPPA tm improve iis organizationa swuchws and to
cootinie receiving funding from the HIWSTD Prevention and Care Section Therefare, the purpase ¢f Frank and
Bob’s site vigit §s to review the system as developed and implemerted 2nd to report thair Aindings to mie. If the
“pew™ systern appears adoquate and the other @ ¢onditions have hean mat, we will congiene qur curzeRt conLRc
iF there are mipor changes ot improvements, we will ak for sorme kind of confirmation that those changes ave in
place and the othex fwo conditions have beza mel, thea we will eotminge with current conracts; if there dve major
v of conpemn thes we will ask for apodicr meeting with your Board and disconfinue payments until after that

mezting,
I el that you need to know that this ia pat 3 techmical ansistance visit, It iz mot the policy of the Division er Section

o prowids technica] acsistance in the area of establishing a professional accounring system, We da provide fundsd
2gencies il assistance in meeting rhe fiscal requirsments of 3t govermmment and Ekmew that DAPAS has
anepded these traduings.

Single Audit Reports are the pesponsibility of the Controlier's Offlce (grants provided wie: DEHNR auspices will
b revicwed by DENR Contrailer’s Office, groats under DHHS will eventually be reviewed by DHES Conmoller’s
Offica) ad we have mo authority vver what informsting is requasted by them er the time frames under whizh they
qpeete. However, we do abide By their Single Audit Requirenens ard these of the Federal Goveriment. We
reecived official aotification of DAPAA s FY 1994 and 1955 Single Audit deficieacy after rodfication was ruailed
To your sgeney. While we empathize with you cégarding the timeliness of mextog, it is & sonditien w5 de not
control.

If 1 ean be of further asgistance plense call me ar 915-T13-6734.
|
oor EveiynFoust  Chris Hoke Toom Lewins James Lassier  Breods Crowder-Gaines

- Nowrh Carelina: Hont of the 1999 Special Qlympics World Suroner Games
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Nerih Carolina

Department of Health and Buman Services
P.0. Box 20525 & Raleigh, North Carolina 276260526 # Telephont 19-713-4534

Jarhes B. ot Jr., Governor H, David Brwtop, M5, Secretory

Tanuary 9, 1998

T James Fassiter, President

Board of Directors

DAPAA, Inc.

ERQM: Stephen S. Martin
Deputy Director |

SUBJECT: Expenditure Reports

In accordance with my memo of November 18, 1997 a site visit to DAPAA was condueted by
Bob Cannpp and Eddie Berrytman on December2, 1947, This is o supmaary of their report to
me. I belicye that it is essential that we maintain open communication and continue @ 2 positive
direction. Three issues come to mind congerming their vidit and the subsequent sctions taken by
DARAL. [ will discuss the specifics below.

First, it appears that DAPAA js taking appropriate measures 1o itnprove its overdll accounting.
The implemnentation of & computerizad accounting system is a positive first step. However, the
computerized aystem in and of itzelfis not the curc for DAPAA's fiscal ascountability problems.
The bookkeeping, ineluding an electronic system must not only exist, but be fully milized. The
users must be Imowledgeable of the capabilities and constraints of the system and care must be
taleent to ensure the aseuracy of data entered into the syseem and the reliabiliry of outputs. As
with any accountng system, slectronic data processing systetns require internal controls 10
enzure compliance with orgagization goals and shjactives and to prevent misuss of agency funds.
Additionally, the ageney oust establish written procedures and protocols that serve 48 & guide to
emapigyses and managenent accomplishing the day-io-day activities of the arganization. In
shott, there are zeveral componeats and activitiss which comprise your aceonnting system.

Al the time of Bob and Bddie’s recent visit, DAPAA had an accounting sofrware package in
possession; however, the syster was oot being utilized and no one on staff appeered to have
been trained to use the system. Algo, no other intemnal controls of components of an acequnting
system were in epefation at the time of their review, Since that visit James Wise shared with me
a copy of clectronitally generated reports demonsirating that the software had been loaded and is
operations], As discussed previousky, every fundad agency must have a fully integrated
acoounting systenl. Ft is not responsibility of the Division or Department to provide any sgency
with an gecouniing system, but I ensure its existence. I recommrend, again thae DAPAA consult

a8
Nerth Carpling: Hese of e 1999 Special Obmpics World Summer (omes



with # professional accounting agency that can provide you with assistance to develop and
implement a somplete acceptable, accounting system.

Socondly, DAPAA must submit a repayment pian for repayrment to the Division the $21,889
gverpayment that it received in FY 96-97. These fiinds, in accordance with the Code of Federal
Regulations, must be reimbursed to the Division prior to June 30, 1998, This payment may be
accomplished through the raising of private funds or the deduction of crrent funds from
payments to yau based on expenditure reports between now and June 30, 1998, Finally, on ar
before December 31, 1998 DAPAA must submit an aceepisble audit to the Departiment and the
Divizion for State Fiscal Year 1996-57, It is my understanding that you are already aware of this
requirement and the gudit is currently being prepared.

As we discussed diring James Wise™s visit to my office on December 3, 1997 DAPAA must
cornply with these three items by February 28, 1998, If we are not satisfied that DAPAA isin
cotopiianes with these requirements, this memo shall be the mandatory 30-day notice for cur
intent to cancel the contracts between the Division of Epideminlogy and DAFAA  effective
Fehrnary 28, 1994, that are currently in place.

If you have any questions, please contact me at (219)713-6734 or Bob Canupp at (F15)733-9385.

egr James Wise
Leon Martin
Evelyn Foust

Eddis Berrymen
Frank Pohbitt
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North Carglina
Department of Flealth and Human Services
Division of Epidemiology
F.€1. Box 20601 & Raleigh, Nortls Caroiina 27626-0501

' Fames B. Bunt Jr., Governor H. David Bruton, M.D., Secretary

wlarch 9, 1998

Wir. James Lassiter
Eoard Chairman
DAPAA, Incorporated

Dicar Mr. Lassiter,

This letter 15 official notification of canceliation of Comtract #V 3015 {Counseling and
Testing Site), Coniract #VEC21 (Injecting Drug ilser) and Coniragt GI7076 (HOPW.A Adal
Day Care} between the Deparament of Heaith and Human Sepvices (DHHES) and Drog and AIDS
Prevention Among Aftican-Amercans, Incorporated (DAPAM], effectve March 2, 1995,
pursuant to Section 12 of the contracts. A rov¥isw of the figcal management of DAPAA by stalf
from the Division of Epidemiclogy and syditors from the Office af the State Auditor have
identified vilations of contract Tequirements and material weakmesses in the overall fiscal
operations,

Thres specific mstances of fatlure to comply with contractual obiigations are enumerated
hero. 1} As of today's date, the audit reguirenicots ouelined in your State Fiscal Year (SFY) 1997
contracts still have oot been met, The contracts stipulate that the single audit ust be submited
within six manths of the clege of the fiscal year, According to Department of Environment and
Parral Resoutces Controller’s Office, no andit has been reccived fiar the SFY which ended June
30, 1997, 2} We encountered significant problems in matching expendifures with receipts during
4 review of DAPAA's accounting records, All monies were corapiled into one checking acconnt
and nearly all of the reviewsd checks lacked supparting documentation or invoicss. The absence
of this information precludes the Depariment fom determining whether or pot State and Federat
fiinds were capended as intended 4nd in aceordance with State and Fegeral funding guidelines.
3) Federal and State regulations require that funded agencies operate withint the bovnds of
generally accepied egoLeting prineiples. Qur review and that of the Srate Auditor has conchuded
that DAPAA™s accounting systom i3 inadequate at every level, DHHES staff on several cecasions
Tiave prompted DAPAA to seek professional sccounting sssistance and, 1o date, we have no
substantiated evidence that our recommendation has been hoeded.

.

As part of the State Auditer’s yeview process, we net with the 2uditors to Inquire about
the scope of their investigation and problems that might have surfaced. The auditors also found

4%
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numergus weaknesses and ormissisns in the DAPAA accounting syster. This review process has
heen exhaustive, time consuming and very thorough, In reviewing the results of the work of
Division staff and that of the Office of the State Auditor, | have concluded that immediatc
teymination of all Division supported funding i3 necessary.

It kesping with the terras of the contracts, al reasenable and docuenentable costs incurred
by DAPAA to Jate, will be reviewed and balaneed azainst DAPAAS obligations to the
Department to determine if any further reimbussernent i appropriale. Costs ineurred after this
notfication will be the sole responsibility of DAPAA. Furthermores, Section 25, of Contracts
V020 and VE021 and Section 23, of Comtract GHTU7S, indicates property furnished or
purchased umder the terms of thege contracts must be safeguarded and retormned to the State.
Therefire, please soordinate with Steve hMartin and staff of the HIV/STD Prevention and Cars
Seqtion fo cosure proper and timely retumn of all equipment.

Binceraly,
Chns G Hake, 1D

Acting Director
Diivision of Epidemiology

CGHfsmibe
¢er Ron Levine
Steve Martin

Evelym Foust
Ray Mozingo
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State of Narth Corcling . -
Department of Envirenment, ;
Hedlth and Natural Rescurces _ i

Givision of Epidemiology

Jormes B Hunt, Jr., Sovernor
Jonathan B, Hewes, Secretary ' D H N
mMichast Mosgr, MO, MLE M.

August 23,1926
Teo: Btewe Martin
From: Evelyn Foust

Subject: Janet Wise's Cenflict of Interest Statement

L zun forwarding this copy of Ms. Wise's Conflict of Interest Statemen. This statement wed
writren and reviewed by Chris Hoke, D, MacCormack and Jim Junes prior to the fiwding of the
DAPAA project.

This process is stiil foflowed in the Seerion and the project mozitot is Brenda Crowder-Galnes
who teports directly to me regarding her responsibilities as the LAP&A project monitar, |-
review, edit and receive copics of ber site visits and commespondence with DAFAS. Emaks all
firal zecoturnendations rezarding funding for new programs and initiatives, shost-rerm and lonz-
term, for all of cur cornmunity-based programs, including DAPAA. I then submit my
recornendations through the Division Office, before they are forwarded to the Deparmment for
fina! approval, ’

1 am satisfied that the Section’s internal process to acknowledze and mansge potential eonflicts
of interest is appropriate. T also feel Ms. Wise's professional integrity and actions regarding this
situation are commendablé, ’

dus you know, from time to time, various comsmunity preventon partners have exprassad
cencerns reganding this potentiat for conflist of interest. At Ms. Wise's suggestion, we have
reviewed the siruation with you and requested a mecting with the Attorney General’s office to
discuss potential steps we coubd take to Jessen these concemns. [ will assnme the lead in
coordinating this meeting, I have attached a copy of o most recent Fequest for Applications
documment for your review and records.

Thank yott for your continued Suppor.

!

.

EBFie

ce: D Michael Moser
50 -

I *
PO, Box 27607, Releigh, ‘h’ A Equal Cpparturity Afmmgtive Achon Emglover
Marth Carpling 27611-7687 B e s e E0% rezycled) 107 postoonsumer panss
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Tz Wayne R. Bokibitt, J-.
Eranch Head
' RIV/ESTD Control Bra
© FROM: FJanet M. Wise, l@ .
Frevention Frogrem Manager .

i}
SUBJTECT: Technical hssistance/Monitoring of Communiiy-based
Froject
|
Reference: Drug and AIDS Frevention Amgng African-
Imaricans, Ine.

This i= memo §is to repert that T have not been and will not he
involved ip the funding recemmendation, teshnieal assistance, a?d
penitaring \of the above referenced risxk reduction project
targeting injecting drue uzars.

Far thisz praject, thse healthr edocator assigned to provide
technical assisvance and maniter the same will report all
findings dirkctly to Paul Esbrandt, Aszsistant Brench EBezd.
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DAPAA, INC,
“Each one, reach ohe and teach one!”

Sy ML Wime Erocuefer Dronpoe: i
Reveretnd Goovea T, Walséon, Sr, Foard Chairgerson R esponse f vom Hre Chairman Bf the

Board of Divectors of DAPAA, Tine.

May 12, 1998

Raiph Campbell, Jr., CFE
State Auditor

Legislative Office Building
Ralejgh, Narth Caraling 27611

Dear Mr, Camphbell:

We appreciate the exhaustive effont by your staff that produced the “*Special Review of Drug and
ATDS Prevention Among Aftican-Americans, Ine, (DAPAA, Ine.} As well, we are grateful for
this opportutity to tespond to ils conteats,

The information contaimed in the attached respange is meant to clarify issues, where appropriate,
and 1o updatc your office on efforts that hawe been made (o coreedt questionable practices as per
the recommendations contained in the Special Review. Further, as DAPAA Inc. continuees to
build and strengthen its infrastructure, there is also hope that future fonding may again be
avalable from the great state of North Crroling govotnmont,

IFyou neel any further information, do not hesitare 1o contact me at 915-980-1122.
Respeetlully submitted,

&_:7@4;?; Led b, .

Reyverend Geovge T, Walston, St
Chairman
Board of Directors

e James M. Wise
Board of Directors Membership

Attachment !

FPost Cfffoe Box 2130 - Suitkfiedd. N, O, 27577 - Fliane (FIUPR2 1127 - Fax (P19 F8PH5E7
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1.

Drug and AIDS Preventien Among African-Americans, Inc.
Responze to
Special Review by the Office of the State Auditor - April 1998

DAPAA*s FINANCIAL RECORDS WERE YERY UNORGANIZED AND
INCOMPLETE,

Ome of the latent benefits of the Special Review was the opportunity DAPPA. Ine. had to
rectify its fseal aceountability inlrasiructure, Our grasstoots aperation has upgraded the
qualification, skill level, and internal contra! processes in the follewing manner:

. a qualified admimstrative assistant hizs been hired;

. daily record keeping and monthly progeduces are in place sush that an vrganized
and computerized bookkeeping system ars in place and operational; and,

+ documentation of 2l transaciions with zppropriate intermal controls is wtilized with

supportiag documentation required prior to lssuancefsigning of any checks.

TUE EXECUTIVE ARECTOR FAILED TO FROVIDE US COMPLETE
DOCUMENTATION TO JUSTIFY ALL EXFENDITITRES.

Al involcas and bills are verified Bor thedr legitimacy and maintained along with all other
financial records.

DAPAA LACKED OVERSIGHT FROM ITS BOARD OF DIRECTORS.

Since the establishment of DATAA  Ine., its executive director had been granted “fll
excoutive authority™ For its operation, however, since the Bosard of Directers has become
aware of the serions infrastruciune weakmesses that have existed in the past, the Board has
rescinded this authority.

. The Board of Dircetors of DAPAA Is exercising control over the operation of the
agency.

. THE EXECUTIVE DIRECTOR WAS UNABLE T0O PROVIDE SUPPORTING

DOCUMENTATION FOR TRAVEL PAYMENTS TO HIMSELF.

Advance payments were made to the executive director and other staff, through the
executive direstor, primarily because the agency (grassroots in nature) was not privy to
credit cards necded to secure/guarantee payment to the vendors. Henes, moch of what
was carded out by the ageney was on 3 “cash-and-carny™ basis, Whils this doss not
excuse the lack of 2ft supporing documents, it is meant to help you undersiand how and
why these payments were advanced for training registration fees, travel, foof and lodpings
to attend workshops, conferences, and the ke, Qften the advance to the executive
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director alse included advances for additienal staff andfor cliant representatives who were
also atpending the event, DAPAA Toe, has, sined the Special Review, deweloped travel
refmbursement forms and procedures For all travel and training requests,

. The payments that were made to the executive director for travel were for
lagitimats expenses, A number of supporting documents have been found and are
iteinized below,

January 1, 1996 - GAPT Meeting UNC - Omni Europa Hotel 201525
far Jarmes Bagley - Outreach Worlor - Risk Redustion Project

Jarmary 1, 1996 - GAPP Meeting UNC - Omni Bureps Hotel 412,50
for James M., Wise

March 17, 1996 - GAPP Meeting UMNC - Ommi Europa Hotel 9250
for James M, Wise
Manch 22, 19596 - GAPP Meating UNC - Omnd Europa Hotel 330,00

for James M, Wise
Apnl 27-29, 1997 - New Qrleans Hilton - Comnmunity Planning

Training for Jares M, Wise 328.00
Registration Fee - New Orleans Mesting 220,00
Mileage 986 each way @@ 29 cents per mile - New Orleans 539.78
Aprit 9 -11, 1936 Greenville Hilton

Training for M1V CTS clinic Murse - Shitley Dashbicld, RN 200.40
Aprtl 30 - May 2, 1996 Greenvite Hilon

Training for HIV CT8 clinic Murse - Shirley Dashfield, B 20040

“THE EXECUTIVE MRECTOR FAID HIMSELF ADDITIONAL
COMPIENSATION FROM MEDICAID RECETPTS,

The executive divector was guthorized by the Board to recelve 10% of all Medicaid
receipts for the director’s administrative oversight of the Medicaid Caze Monagement
Prograns. Prior to the Medicaid Propran, the executive director was aot employed at
10094 thme, Du to the lack of inflation factor intreases In other contracts (extoutive
director’s salary bad not increased over at least a 2-year period), the Board vieswed this
10% administrative supervision cost a5 a way to increage time; and at the same timea,
increase salary For this position. Prior to the Special Review, cost constraints of the

. agency made i impossible to continue these payments. Additional, since the Board

tepned that this is a questionable activity, these payments will remain discontineed.
“THE EXECUTIVE HRECTOR OF DAPAA REPEATEDEY GAVE FERSONAL
LOANS AND SALARY ADVANCES TO AN EMPLOYEE EVEN THOUGH THE
EMPLDY'E‘E WAS NOT PAYING THEM BACK.™

The newly implemented policy and procedures manual of DAPAA, Tnc, prohibit loans

andfor saldry advances to any employee. The executive director has been reprimanded by
the Board of Dircetors for these astivities. Additionally, prior to this Special Review, the
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erployes @ question had beca terminated.

THE EXECUTIVE DIRECTOR'S WIFE, EMPLOYED BY THE STATE
AGENCY AWARDING GRANTS TO DAPAA, RECEIVED CHECKS FROM
DAPAA TOTALING $2.065.

As a pgint of clarification, the executive director’s wife began to consult with DAPAA
prior ta the agersy recelving sny contracts from the Division of Epidemiology whers she
was etaployed. After the Ryan White Contract was tndenvay (awarded indivectly throtgh
the Division of Adult Health Promotion), DAT'AA received awards from the Division of
Epidemiology. Atno time did the executive director’s wifk Teceive any compensation or
provide any consultation and‘or technical assistance for program activities fnaded by the
Division in which she was employed. The fill extent of the consultation and technical
agsistance provided by her was to provide Social Work support for the Byan White
contract ewarded by ENCHAC through the Division of Adult Health Promotion. The
executive director’s wife severed her consultative suppoet to the Ryan White pregram
long hefore this Special Review was initiated.

DAPAA REQUESTED QUESTIONAELE PAYMENTS FROM THE EASTERN
NORTH CAROLINA HIV/AIDS CONSORTIUM.

The sim of DAPAA’s supportive housing program was to create living situations for
individuals lvittg with HIY andior AIDS, especially substance abusers who othenaise
would have begn homeless, While it may appear that spme requests for rental assistance
tptaled more than the achal cost for renting the dwelling proper, the housing provided to
all DAPAA clients whe resided in the supportive living cnviconment included: vent,
utilities, heat andfor air conditioning, telephone, furaiuee, and other needs including
plumbing, kwm upkeep, water, sewage, and the like. This necessitated rental payments in
excess of the cost to rent the dwelling only. At no time did DAPAA receive any payments
that were not wsed ta support housing for its clients andfor clients who were not affected
by HIV disease. The executive dirsctor leased the housing from various propery owners.
In order to awoid the percepticn that he would benefit personally, the innovative manner in
which DAPAA chose (pusting the request in kis mother's name - 2 DAPAA volunteer)
admittedly was in poor taste, to say the least. The Board is taking cotvective action to
ensurs that a different appeoach will be wiidized to continne this much nesded program for

. persons living with HIV disease and whe are dually diagnosed with substance abuse.

56

56



ATTACHMENTS

Seminar/Conference hotel receipts

Torms ereated to strengthen Internal Cantrols
Agsistance Form
Donation Form
Expenditure Report Form
Petty Cazh/Payment Request Form
Purchase Order Formn
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CHECK REQUEST
DAFAA, T,

POBx 214D
Swirhficld, NC 27577

EMFLOYEE NAME:

EMPLOYEE TITLE:

DATE OF TRIF:

FUURFOSE OF TRIP:

ADVANCE REQUEST:
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DAPAA, INC.

“Each one, reach one and teach opel™

Assistanee form

Naimeg,

Adidress,

City State ZipCode

Mumber in Farnily

Items Received
ficheck all that apply)
maney

medicine

food

clothing

fiomiture

other

signature daie

diswibnted by, date

created 15898
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DAPAA, INC,

“Each one, reach one and teach one!™

Donations

Narme,

Address.

Ciry State ZipCode

(Cheek all that apply’
maney

food

clothers

furniture

other

eeTved By date

aemled 10593

1]
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PAYMENT REQUEST
DFPAA_ Tnc.

PO Bere 2144y

Smitfidd, NC #7577

DAYE

COMPANY KAME:

DESCRIPTION:

DUE DATE:

- AMOUNT DUE:

BALANCE:

REQUESTED BY,
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DAPAA, INC.

“Each one, reach one and teach one!®

. Fequest for Purchase
ContrastServices
PO Mumber
Crriginator
Fhone
Brepartment
Dhate
Vendor Mame
Wendor Contact Petsen,
Addiress
Wendor Fhene Mumber Vendor Fax Mutnber
Special Instmietians
Tem Blumnber “Vandea PN mod Depstipiion [5T] iy Talt | Extended Date
Cnt f Cost R quested
a
Tudal fzyeemt
Thepemtwnd dmager Siguame Date
Ereomive Direiof Sigeiere =
Chargs b Aeotn? Number Fiktnee [oilialc

sretted LSR8

simnpgy

0
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Auditor’s Notes to the Response from the Chairman of the
Board of Directors of DAPAA, Inc.

Response to Finding 8

Response to Finding 12

As previoudly stated, we requested al supporting documents for
expenditures of grant funds. These receipts included with
DAPAA'’s response were not provided to us during our Specia
Review. However, of the $2,529.83 itemized in DAPAA’s
response, $1,922.78 represents documentation for the Executive
Director’s expenditures which is the emphasis of this finding. Of
this amount, it appears that only $835 could support portions of
the $6,244 that we questioned in this finding.

The Executive Director’'s wife was assigned to the Division of
Epidemiology during the awarding and the administration of
grants given to DAPAA. This arangement was further
complicated by her role as supervisor over the Project Monitor for
DAPAA.
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DISTRIBUTION OF AUDIT REPORT

In accordance with G.S. 8147-64.5 and G.S. §147-64.6(c)(14), copies of this report have
been distributed to the public officials listed below. Additional copies are provided to

other legidators, state officials, the press, and the genera public upon request.

EXECUTIVE BRANCH

The Honorable James B. Hunt, Jr.

The Honorable Dennis A. Wicker
The Honorable Harlan E. Boyles

The Honorable Michael F. Easley
Mr. James J. Coman

Mr. Marvin K. Dorman, Jr.

Mr. Edward Renfrow

Dr. A. Dennis McBride

Governor of North Carolina

Lieutenant Governor of North Carolina

State Treasurer

Attorney Genera

Director, State Bureau of Investigation

State Budget Officer

State Controller

State Health Director, N.C. Department of Health
and Human Services

LEGISLATIVE BRANCH

Appointees of the Joint L egislative Commission on Governmental Operations

Senator Marc Basnight, Co-Chairman

Senator Austin Allran
Senator Frank W. Ballance, Jr.
Senator Betsy L. Cochrane
Senator Roy A. Cooper, 1|
Senator Wilbur P. Gulley
Senator David Hoyle
Senator Howard N. Lee
Senator Fountain Odom
Senator Beverly M. Perdue
Senator Aaron W. Plyler
Senator Anthony E. Rand
Senator Robert G. Shaw
Senator Ed N. Warren
Senator Allen H. Wellons

Representative James B. Black
Mr. Thomas L. Covington

Representative Harold J. Brubaker, Co-Chairman
Representative James W. Crawford, Jr.
Representative Billy Creech
Representative N. Leo Daughtry
Representative Theresa H. Esposito
Representative Robert Grady
Representative Lyons Gray
Representative George M. Holmes
Representative Larry T. Justus
Representative Richard T. Morgan
Representative Liston B. Ramsey
Representative Carolyn B. Russell
Representative Timothy N. Tallent
Representative Stephen W. Wood

Other Legidative Officials

Minority Leader of the N.C. House of Representatives
Director, Fiscal Research Division
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DISTRIBUTION OF AUDIT REPORT (CONCLUDED)

Other Parties
Ms. Kimberly Scott Executive Director, Eastern NC HIVV/AIDS Consortium
Ms. Glenna Wilcom Grants Manager Officer, Bureau of Health Resources
Development, DHHS
Mr. James E. Blackmon Senior Community Builder/Coordinator, U.S. Department of

Housing and Urban Development

May 28, 1998
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ORDERING INFORMATION

Copies of this report may be obtained by contacting the:

Office of the State Auditor

State of North Carolina

300 North Salisbury Street

Raleigh, North Carolina 27603-5903

Telephone: 919/733-3217

Facsimile: 919/733-8443

E-Mail: . reports@aud.osa.state.nc.us:
A complete listing of other reports issued by the Office of the North Carolina State
Auditor is available for viewing and ordering on our Internet Home Page. To access
our information simply enter our URL into the appropriate field in your browser:

http://www.osa.state.nc.us.!

As required for disclosure by G. S. §143-170.1, 225 copies of this public document
were printed at a cost of $216.00, or .96¢ per copy.


http://www.osa.state.nc.us
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