STATE OF NORTH CAROLINA

Office of the State Auditor

2 S. Salisbury Street
20601 Mail Service Center
Raleigh, NC 27699-0601
Telephone: (919) 807-7500

Fax: (919) 807-7647

Internet
State Auditor http://www.ncauditor.net

March 23, 2005

Mr. Ken Rominger, Councilman, Town of Winfall
Mr. Billy Ray Hall, President, North Carolina Rural Economic Development Center, Inc.
Mr. David E. Jones, Executive Director, Governor’s Crime Commission

Gentlemen:

We received an allegation through the State Auditor’s Hotline that the Mayor of the Town of
Winfall, Fred Yates, received payments from the Town of Winfall and from the Rural
Economic Development Center and the Governor’s Crime Commission for the same travel
expenses from July 2001 — June 2002.

We have completed a special review of this allegation. The following findings and
recommendations are based on an examination of various financial documents and records;
review of applicable policies and statutes; and interviews of employees of the Town of
Winfall, the Rural Economic Development Center, and the Governor’s Crime Commission.

Duplicate and Unsupported Travel Expense Reimbursements

Between July 2001 and March 2002, Mayor Yates received $572 in travel expense
reimbursements from the Rural Economic Development Center and the Governor’s Crime
Commission that duplicated travel expense payments to Mayor Yates from the Town of
Winfall. In addition, Mayor Yates received $166.18 for lodging expenses in December 2001
and March 2002 for which no supporting receipts were on file with the Town of Winfall.

On July 13, 2001, Mayor Yates received $254.58 from the Town of Winfall to attend a
board meeting of the Rural Economic Development Center in Raleigh on July 15-16, 2001
(see Exhibit 1). This advance travel payment included $108.68 as a mileage reimbursement.
On July 30, 2001, the Rural Economic Development Center also reimbursed Mayor Yates
$103.50 for mileage associated with attending the Rural Economic Development Center
meeting on July 15-16, 2001. Mayor Yates signed a Rural Economic Development Center

expense report certifying that “no claim will be made from any other source for the same expense”
(see Exhibit 2).
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On December 12, 2001, Mayor Yates received $268.86 from the Town of Winfall to attend
a meeting of the Governor’s Crime Commission on December 12-14, 2001 (see Exhibit 3).
The advance travel payment included $108.68 for mileage and $59 for meals. On January
24, 2002, the NC Department of Crime Control and Public Safety also reimbursed Mayor
Yates $150 for mileage and $59 for meals for attending the meeting of the Governor’s Crime
Commission in December 2001. Mayor Yates signed a Department of Crime Control and
Public Safety expense report certifying that “no claim will be made from any other source for the
same expense” (see Exhibit 4).

On March 11, 2002, Mayor Yates received $509.04 from the Town of Winfall to attend
meetings of the Rural Economic Development Center and the Governor’s Crime
Commission from March 12-15, 2002. The advance travel payment included $326.04 for
mileage (see Exhibit 5). On March 21, 2002, the Rural Economic Development Center also
reimbursed Mayor Yates $109.50 for mileage associated with attending the Rural Economic
Development Center meeting on March 12-13, 2002. On March 27, 2002, the NC
Department of Crime Control and Public Safety also reimbursed Mayor Yates $150 for
mileage and $29.50 for meals for attending the meeting of the Governor’s Crime
Commission on March 14-15, 2002. Mayor Yates signed expense reports for the Rural
Economic Development Center and the NC Department of Crime Control and Public
Safety report certifying that “no claim will be made from any other source for the same expense”
(see Exhibits 6 and 7).

The advance travel payments to Mayor Yates on December 12, 2001, and March 12, 2002,
also included expenses for lodging in the amounts of $101.18 and $65 respectively. The
Town of Winfall did not have hotel receipts on file to support these expenses.

A table summarizing the duplicate and unsupported travel expense reimbursements for
Mayor Yates is included as Exhibit 8.

The Town Clerk and Finance Officer for the Town of Winfall explained that travel expense
payments were made to Mayor Yates in advance of each of the trips described above. The
Town Clerk said she would estimate the mileage based on a round-trip from Winfall to
Raleigh, include the per diem for meals and call the hotel to get the rate with tax and issue a
check to Mayor Yates. She maintained that she was unaware that Mayor Yates submitted
travel reimbursement requests to the Rural Economic Development Center and the
Governor’s Crime Commission for the same expenses.



Mr. Ken Rominger, Councilman, Town of Winfall

Mr. Billy Ray Hall, President, North Carolina Rural Economic Development Center, Inc.
Mr. David E. Jones, Executive Director, Governor’s Crime Commission

March 23, 2005

Page 3

The Vice President for Finance and Administration at the Rural Economic Development
Center also said she was unaware that Mayor Yates had received advance travel expense
payments from the Town of Winfall. When she reviewed the documentation from the
Town of Winfall, she agreed that Mayor Yates received travel reimbursements from both
organizations for the same trip.

Upon reviewing the expense reimbursement documentation, the Executive Director of the
Governor’s Crime Commission also agreed that Mayor Yates was paid twice for the same
travel expenses.

Mayor Yates initially said he was entitled to receive reimbursements from both the Town of
Winfall and the Rural Economic Development Center and the Governor’s Crime
Commission for the same expenses because when he traveled to Raleigh he would often
meet with members of the General Assembly in addition to attending board meetings.
Later, Mayor Yates acknowledged that the multiple travel reimbursements represented a
duplication of payment and agreed to repay any overpayments he received.

Violations of Policy/Law

Mayor Yates should have only received travel expense reimbursements for travel expenses
he incurred in accordance with applicable policies. No town official approved the expense
forms on file with the Town of Winfall for the items in question. Moreover, Mayor Yates
certified on expense report forms of the Rural Economic Development Center and the NC
Department of Crime Control and Public Safety that “no claim will be made from any other
source for the same expense”.

The actions described above may represent a violation of any the following North
Carolina General Statutes:

§14-100. Obtaining property by false pretenses.
§14-90. Embezzlement of property received by virtue of office or employment.
§14-91. Embezzlement of State property by public officers and employees.

§14-92. Embezzlement of funds by public officers and trustees.
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Recommendations

Mayor Yates should make the following repayments:

North Carolina Rural Economic Development Center, Inc. $213.00

North Carolina Department of Crime Control and Public
Safety / Governor’s Crime Commission $359.00
$572.00

Mayor Yates should be required to provide hotel receipts for lodging expenses incurred by
the Town of Winfall on December 12, 2001, and March 12, 2002. If these expenses cannot
be substantiated, Mayor Yates should repay the Town of Winfall $166.18.

The Town of Winfall expense reimbursement forms should be changed to include language
that states that expenses were actually incurred by the claimant and no additional request
for reimbursement will be sought from any other organization. In addition, all expense
reimbursement forms should be approved for payment after the employee incurs the
expenses.

General Statute §147-64.6(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 penal 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 management letter to the Governor, the
Attorney General, and other appropriate officials.

We appreciate the cooperation received from the employees of the Town of Winfall, the
North Carolina Rural Economic Development Center, and the Governor’s Crime
Commission.

Sincerely,

M W W .

Leslie W. Merritt, Jr., CPA, CFP
State Auditor

Management letters and responses receive the same distribution as audit reports.
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Exhibit 8

Summary of Duplicate and Unsupported Travel Expense Reimbur sements for Mayor Y ates

Rural
Town of Winfall Center Governor’s Crime Commission
Date : Mileage: Meals : Hotel Mileage Mileage : Meals : Hotel :PerDiem

12/14/2001

Trip

7/15/2001 2950 | 86.90 i i i
7/16/2001 29.50 ! ! !
a . Trip | i i i
: | Total | 254.58 103.50 | | |
12/12/2001 [NB2MON 29.50 JNAORASN] i i i
12/13/2001 ! i i 2050 | 6244 | 15.00
§ | 15.00

Total | 268.86 | Trip Total | 301.44

3/12/2002 29.50 |
3/13/2002 29.50 | §

Trip | !

; . Total | 232.68 109.50 ;
3/14/2002 | 15.00
3/15/2002 29.50 i i i

i . Trip | i i !

| i Total | 276.36 | | Trip Total | 194.50

Totals! ! | 1,032.48 213.00 ! ! | 495.94

Note: The shaded areas of this table represent duplicate or unsupported travel expense reimbursements.

Source: Travel Expense Reimbursement forms and cancelled checks from the Town of Winfall, the Rural
Economic Development Center and the NC Department of Crime Control and Public Safety.
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Leslie W. Merritt, Jr., CPA, CFP
State Auditor

2 S. Salisbury Street

20601 Mail Service Center
Raleigh, NC 27699-0601

O. Flua_ Ui bml[ ﬂ-.L..:LJ\HDR

Dear Mr. Merritt:

On behalf of the Town Council of the Town of Winfall, we have reviewed the
Confidential Draft of a special review of travel expense payments to Mayor Fred Yates
and your recommendations as a result of this review. The Council, including Mayor
Yates, met in closed session to discuss this matter and the recommendations. Therefore,
speaking on behalf of the Council, we concur with those recommendations you have put
forth.

FINDING: Mayor Yates should be required to provide hotel receipts for lodging
expenses incurred by the Town of Winfall on December 12, 2001, and March 12, 2002.
[f these expenses cannot be substantiated, Mayor Yates should repay the Town of Winfall
$166.18.

TOWN ACTION: This finding was discussed with Mayor Yates. He has agreed to repay
the Town the sum of $166.18.

FINDING: The Town of Winfall expense reimbursement forms should be changed to
include language that states that expenses were actually incurred by the claimant and no
additional request for reimbursement will be sought from any other organization. In
additional, all expense reimbursement forms should be approved for payment after the
employee incurs the expenses.

TOWN ACTION: The Town Clerk and myself (Councilman Rominger) are in the
process of writing a Town Policy on Travel and Reimbursement. This will include
procedures, which will provide us with a request for travel, approval of such travel, travel
and per diem rates and approval signature(s) for any reimbursements. New form/forms
will also result. We also felt that we needed signature/approval elements for request of



travel/reimbursement for travel expenses. The policy will address procedures for
advance reimbursements. While our desire would be to pay after travel, Council felt that
when employees travel for training purposes that it might produce hardships and
therefore should have a policy for advance reimbursement. This should be available for
approval at our April Council meeting. Would you like for us to forward a copy of this to
your office?

We immediately put the statement: “I HEREBY CERTIFY THAT THESE EXPENSES
WERE ACTUALLY INCURRED AND THAT I WILL NOT NOR HAVE NOT

RECEIVED REIMBURSEMENT FOR ANY OF THESE EXPENSES BY ANOTHER
PARTY OR ORGANIZATION.” on our present Travel Expense Form. (See Attached)

Advance payments have been stopped until we have completed the new Town Policy.
The Town does use the State of North Carolina rates for travel and per diem.

This report was shared only with Council members, Mayor Yates and the Town’s Legal
Advisor. At this time, they were all advised that this was a Confidential Draft and that
until your office has release the official report, it should be held in such confidence. The
Confidential Drafi copy you provided will be held until you advise us on what disposition
to make.

We appreciate your support and cooperation in this matter.

Sincerely,

TOWN OF WINFALL

W?f st
enneth L. Rominger, Mayor Pro-flemp
KLR/gem

Enclosure
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North Carolina Department of Crime Control and Public Safety
Governor's Crime Commission

Michael F. Easley, Governor Linda W. Hayes, Chair

Bryan E. Beatty, Secretary

March 16, 2005 David E. Jones, Director

Honorable Leslie W. Merritt, Jr.
State Auditor

Office of the State Auditor

20601 Mail Service Center

Raleigh, North Carolina 27699-0601

Dear Mr. Merritt:

I am in receipt of your letter to me dated March 3, 2005, regarding the review of the travel expense
payments to Mayor Fred Yates. It is apparent based on your investigation that Mayor Yates received
duplicate reimbursement for travel expenses charged to the Governor’s Crime Commission.

As a corrective action, I have drafted a letter to Mayor Yates requesting that he submit a check to the
Governor’s Crime Commission in the amount of $359.00 as repayment for travel expense
reimbursements for which he was not entitled. Mayor Yates is to submit said repayment to the
Governor’s Crime Commission on or before April 29, 2005.

I appreciate the assistance of your staff in this matter. If I can be of further assistance, please advise.
Sincerely,

r

David E. Jones
Executive Diregtor

DEI:ww:bcp

MAILING ADDRESS:

4708 Mail Service Center
Raleigh, NC 27699-4708
Telephone: (919) 733-4564

&

An Equal Opportunity/Affirmative Action Employer

OFFICE LOCATION:
1201 Front St., Ste. 200
Raleigh, NC 27609

Fax: (919) 733-4625
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Thomas W. Lambeth
Chairman

Billy Ray Hall
President

North Carolina
Rural Economic
Development Center, Inc.
4021 Carya Drive
Raleigh, NC 27610
Phone: (919) 2504314

FAX: (919) 250-4325

March 9, 2005
meEcEIVER|
Mr. Leslic W. Merritt, Jr., CPA =<
State Auditor iﬂj‘ MAR | O
Office of the State Auditor |
20601 Mail Service Center : T
Raleigh, NC 27699-0601 OFHCE OF STATE AU pH-OR

Dear Mr. Merritt:

Thank you for the opportunity to respond to your draft management letter issued
March 3, 2005 to the Rural Economic Development Center, Inc. We regret that
these events have occurred and will cooperate fully with the other entities
involved to reach a satisfactory resolution. We are dedicated to maintaining the
highest level of accountability for all funds in our care. '

It is the policy of the center to reimburse our directors for their travel while
conducting center business, including attendance at board meetings. We
reimburse these travel expenses based upon receipt of a signed request form in
which the claimant certifies that “no claim will be made from any other source
for the same expenses.” While we believe that this policy is prudent, and will
continue to require and rely upon such a certifications as the basis for making
travel reimbursements, we plan to be more proactive in calling this specific
requirement to the attention of current and future board members. We will
remind our current board members of this requirement at our next regularly
scheduled board meeting, and will include specific instruction regarding this
requirement in our orientation packages for all incoming board members.

We believe that these steps will help to ensure that duplicative payments to
directors will not occur again. Should you have any additional suggestions for
improvements in our policies and procedures in this area, we will be happy to
consider them for implementation.

Sincerely, /M
Billy’Ray Hall
President



	MANAGEMENT LETTER
	EXHIBIT 1
	EXHIBIT 2
	EXHIBIT 3
	EXHIBIT 4
	EXHIBIT 5
	EXHIBIT 6
	EXHIBIT 7
	EXHIBIT 8
	RESPONSE FROM TOWN OF WINFALL
	RESPONSE FROM GOVERNOR'S CRIME COMMISSION
	RESPONSE FROM THE RURAL ECONOMIC DEVELOPMENT CENTER

