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EXECUTIVE SUMMARY

PURPOSE

The Office of the State Auditor (OSA) initiated an investigation after receiving multiple
allegations through the State Auditor's Hotline concerning the North Carolina Sheriffs’
Association (Sheriffs’ Association), the North Carolina Governor's Crime Commission (Crime
Commission), the North Carolina Department of Public Safety and the North Carolina
Department of Health and Human Services. It was alleged there were improprieties involving
grant funds, contracts, and levels of compensation for certain employees of the Sheriffs’
Association.

BACKGROUND

The Sheriffs’ Association is a non-profit organization that advocates for the interest of sheriffs’
offices throughout North Carolina. The Sheriffs’ Association works with state agencies to
coordinate programs that are significant to law enforcement.*

The 44-member Crime Commission was created by the state legislature in 1968 and serves as
the chief advisory body to the North Carolina Governor and the Department of Public Safety on
crime and justice issues. The Commission sets program priorities, reviews applications and
makes recommendations for the state’s Criminal Justice, Crime Victims’ Services and Juvenile
Justice federal grants.

FINDING

e The Governor’'s Crime Commission approved a nhoncompliant grant application resulting
in a $16,800 overpayment for law enforcement training.

KEY ELEMENTS OF FINDING

e Grant application submitted with errors

e Electronic controls avoided by Sheriffs’ Association staff
e Grant application not adequately reviewed

e Grant application approved despite noncompliance

¢ Federal regulations and state policy violated

e Approval resulted in $16,800 overpayment

RECOMMENDATIONS

e The Governor's Crime Commission should ensure that grant managers thoroughly
review grant applications and supporting documentation to ensure accuracy,
completeness, and compliance with federal regulations.

e The Sheriffs’ Association should improve its grant application process by ensuring that
grant writers are properly trained and by implementing a quality control review.

e The Sheriffs’ Association should repay the Governor’'s Crime Commission $16,800.

! “About.” North Carolina Sheriffs' Association. Raleigh, North Carolina, [n.d.]. Viewed April 4, 2016
http://ncsheriffs.org/about
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July 20, 2016

The Honorable Pat McCrory, Governor

Members of the North Carolina General Assembly

Chris Swecker, Chairman, Governor’s Crime Commission

David Huffman, Executive Director, Governor’s Crime Commission

Sheriff Asa Buck Ill, Chairman, North Carolina Sheriffs’ Association

Sheriff Hubert A. Peterkin, President, North Carolina Sheriffs’ Association

Edmond Caldwell Jr., Executive Vice President and General Counsel,
North Carolina Sheriffs’ Association

Frank Perry, Secretary, North Carolina Department of Public Safety

Ladies and Gentlemen:

Pursuant to North Carolina General Statute 8147-64.6(c)(16), we have completed an
investigation of allegations concerning the North Carolina Department of Public Safety —
Governor's Crime Commission and the North Carolina Sheriffs’ Association. The results of
our investigation, along with recommendations for corrective action, are contained in this
report.

Copies of this report have been provided to the Governor, the Attorney General and other
appropriate officials in accordance with G.S. 8147-64.6(c)(12). We appreciate the
cooperation received from the management and employees of the North Carolina
Department of Public Safety — Governor's Crime Commission and the North Carolina
Sheriffs’ Association during our investigation.

Respectfully submitted,

oo A vand

Beth A. Wood, CPA
State Auditor
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B ACKGROUND

The Office of the State Auditor (OSA) initiated an investigation after receiving multiple
allegations through the State Auditor's Hotline concerning the North Carolina Sheriffs’
Association (Sheriffs’ Association), the North Carolina Governor’s Crime Commission (Crime
Commission), the North Carolina Department of Public Safety, and the North Carolina
Department of Health and Human Services. It was alleged there were improprieties involving
grant funds, contracts, and levels of compensation for certain employees of the Sheriffs’
Association.

Our investigation included the following procedures:

¢ Review of applicable state and agency policies and procedures

e Interviews with Sheriffs’ Association personnel

¢ Interviews with Governor’'s Crime Commission personnel

¢ Interviews with Department of Public Safety personnel

e Examination and analysis of grant applications and supporting documentation

e Examination of Sheriffs’ Association documentation including payroll records, board
minutes, financial statements, and contracts

The Sheriffs’ Association is a non-profit organization that advocates for the interest of
sheriffs’ offices throughout North Carolina. The Sheriffs’ Association works with state
agencies to coordinate programs that are significant to law enforcement.?

The 44-member Crime Commission was created by the state legislature in 1968 and serves
as the chief advisory body to the North Carolina Governor and the Department of Public
Safety on crime and justice issues. The Commission sets program priorities, reviews
applications, and makes recommendations for the state’s Criminal Justice, Crime Victims’
Services and Juvenile Justice federal grants.

This report presents the results of our investigation. The investigation was conducted
pursuant to North Carolina General Statute § 147-64.6 (c) (16).

2 «ppout.” North Carolina Sheriffs’ Association. Raleigh, North Carolina, [n.d.]. Viewed April 4, 2016

http://ncsheriffs.org/about
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FINDINGS AND RECOMMENDATIONS

THE GOVERNOR'S CRIME COMMISSION APPROVED A NONCOMPLIANT GRANT APPLICATION
RESULTING IN A $16,800 OVERPAYMENT FOR LAW ENFORCEMENT TRAINING

The Governor’s Crime Commission’s (Crime Commission) approved a grant application from
the North Carolina Sheriffs’ Association (Sheriffs’ Association) that did not comply with U.S.
Department of Justice grant regulations. The grant application did not include evidence of
competitive bidding or sole source justification, and included consulting fees that exceeded
the maximum allowable daily and hourly federal rates.

Grant Application Submitted with Errors

On January 27, 2012, a former Deputy Director for the Sheriffs’ Association (Deputy Director)
submitted a grant application to the Crime Commission that contained errors. The grant
application included a consultant’s fee of $19,500 for two 3-day training seminars. However,
the consultant’s contract with the Sheriffs’ Association was actually for $39,000 for two 3-day
training seminars.

The Sheriffs’ Association’s contract with its consultant included a provision for 48 hours of
instruction. However, the Deputy Director increased the number of hours (348.22) on the
grant application so the consultant’s hourly rate did not exceed the maximum allowable
hourly rate ($56.25) under federal guidelines. Therefore, the consultant’s computed hourly
rate based on the grant application was $406.25 ($19,500 divided by 48).

Electronic Controls Avoided by Sheriffs’ Association Staff

The former Deputy Director for the Sheriffs’ Association (Deputy Director) avoided controls in
the Grant Enterprise Management System (GEMS) when submitting the application. The
Deputy Director divided the consultant’s fees ($19,500) by $56.00, which is just below the
maximum allowable hourly rate ($56.25), to determine the number of hours (348.22). The
Deputy Director then used 348.22 hours on the grant application even though other parts of
the grant application indicated the seminars totaled 48 hours (two 3-day training seminars).

Grant Application Not Adeguately Reviewed

Grant managers at the Crime Commission failed to adequately review the Sheriffs’
Association’s grant application and necessary documentation for accuracy, completeness,
and compliance with federal regulations. The Crime Commission’s Executive Director said
the Crime Commission was under time constraints and understaffed at the time the grant
was awarded.

Grant Application Approved Despite Noncompliance

On May 31, 2012, the Crime Commission approved the grant application despite
noncompliance with U.S. Department of Justice grant regulations. Examples of
noncompliance included:

¢ There was no evidence the consultant’s contract was reviewed and approved by the
Crime Commission.



FINDINGS AND RECOMMENDATIONS

¢ The grant application did not contain evidence of competitive bidding or a sole source
justification for the consultant’s contract.

e The consultant’s contract listed his compensation as $6,500 per day, which grossly
exceeded the maximum allowable daily rate of $450 for U.S. Department of Justice
grants in 2012.

e The computed hourly rate for the consultant was $406.25, which grossly exceeded
the maximum allowable hourly rate of $56.25 for U.S. Department of Justice grants in
2012.

Federal Requlations and State Policy Violated

The United States Department of Justice (DOJ) maintains a financial guide® that lists laws,
rules and regulations related to the administrative management of its grants. Regarding
consulting fees, the financial guide states: “When the rate exceeds $450 for an 8-hour day,
or $56.25 per hour (excluding travel and subsistence costs), a written PRIOR APPROVAL is
required from the awarding agency.” The financial guide also states, “If consultants are hired
through a competitive bidding process (not sole source), the $450 threshold does not apply.™

The Crime Commission also maintains policies and guidance for grant recipients. The Crime
Commission’s Program Development Policy Manual states, “Contracts must be submitted to
Crime Commission and approval must be received from Crime Commission prior to any work
beginning in order for costs incurred to be reimbursed.” The manual also provides guidance
on the maximum allowable rates which mirrors the DOJ financial guide.

Approval Resulted in $16,800 Overpayment

The Crime Commission’s approval of the grant application resulted in a $16,800
overpayment for law enforcement training. The maximum allowable hourly rate of $56.25
multiplied by 48 hours of training equals a maximum allowable fee of $2,700. The consultant
was paid $19,500. Therefore, the consultant was overpaid $16,800 ($19,500 - $2,700).

The Crime Commission could have used the grant money for other projects that would have
benefitted the State of North Carolina.

RECOMMENDATIONS

e The Governor's Crime Commission should ensure that grant managers thoroughly
review grant applications and supporting documentation to ensure accuracy,
completeness, and compliance with federal regulations.

e The Sheriffs’ Association should improve its grant application process by ensuring
that grant writers are properly trained and by implementing a quality control review.

e The Sheriffs’ Association should repay the Governor’s Crime Commission $16,800.

% United States Department of Justice, Office of Justice Programs Financial Guide

* United States Department of Justice, Office of Justice Programs Financial Guide - Part Il — Chapter 15 Costs

Requiring Prior Approval Paragraph 6 — Consultant Rates
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RESPONSE FROM THE NORTH CAROLINA DEPARTMENT OF PUBLIC SAFETY

L Ij North Carolina Department of Public Safety

m Governor’s Crime Commission

Pat McCrory, Governor Chris Sweclker, Chair
Frank L, Perry, Sccretary L. David Huffman, Director

June 16, 2016

Ms. Beth A. Wood, CPA - State Auditor
NC Office of the State Auditor

2 8. Salisbury Street

20601 Mail Service Center

Raleigh, NC 27699-0601

Ms. Wood,

Thank you for the June 2016 report. Work performed by your professional staff, revealed,
alleged improprieties involving grant funds, contracts, and of compensation for contract
employees of the North Carolina Sheriff’s Association. These actions occurred during the
2011-2012 grant cycle.

The Governor’s Crime Commission accepts the findings from your organization and will follow
through on your recommendations, Attached you will find our cotrective action; in addition,
you will find a narrative of how we plan to resolve this issue. Finally, the Governor’s Crime
Commission will contact the Sheriff’s Association and work with them to remedy this situation.

The Governor’s Crime Commission appreciates your attention to this matter; the
recommendations presented, will help to better serve the people of North Carolina.

Professional regards,

‘,_Q%ZJZ%?ZWM'

L. David Huffinan
Executive Director

LDH/bh

OFFICE LOCATION:
1201 Front Street
Raleigh, NC 27609
Telephone: (919) 733-4564
Fax: (919) 733-4625

MAILING ADDRESS:

4708 Mail Service Center

Raleigh, NC 27699-4708
www.ncgeed.org
www.nedps.goy

An Equal Opportunity Employer



RESPONSE FROM THE NORTH CAROLINA DEPARTMENT OF PUBLIC SAFETY

Finding:

The Governor’s Crime Commission approved a noncompliant grant application resulting in
$16,800 in overpayment for law enforcement training.

Response: the Governor’s Crime Commission accepts the findings and acknowledges the
oversight both in the awarding of the grant and review of changes made to the grant by the
Sheriff’s Association.

Recommendation: The Governor’s Crime Commission should ensure that grant managers
thoroughly review grant applications and supporting documentation to ensure accuracy,
completeness, and compliance with federal regulations.

Response: Since the time of this grant, the Governor’s Crime Commission has increased
staffing levels, training, and reviews of applications to include mandatory modifications prior to
award. All Governor’s Crime Commission staff are now required to complete a Department of
Justice financial grants management course and our GEMS system has been updated to reflect
federal regulation changes.

Recommendation: The Sheriffs’ Association should improve its grant application process by
ensuring that grant writers are properly trained and by implementing a quality control review,

Response: The Governor’s Crime Commission will provide additional resources and
information on training opportunities for the Sheriffs’ Association. The Sheriffs’ Association
will be required to attend and fully participate in the Governor’s Crime Commission’s grant
writing workshops

Recommendation: The Sheriff’s Association should repay the grant, $16,800 which represents
unallowable cost included in its grant application,

Response: The Governor’s Crime Commission will seek repayment of $16,800 from the
Sheriffs’ Association.



RESPONSE FROM THE NORTH CAROLINA SHERIFFS’ ASSOCIATION

NORTH CAROLINA SHERIFFS’ ASSOCIATION
LAW ENFORCEMENT OFFICERS AND STATE OFFICIALS
OF NORTH CAROLINA

President First Vice President Second Vice President Third Vice Presidant
SHERIFF HUBERT A, PETERKIN SHERIFF GRAHAM H. ATKINSON SHERIFF GARSON SMITH SHERIFF JAMES E. CLEMMONS, JR.
Hoke County Burry County Pender County Richmond County
Secrelary - Treasurer Chairman - Execulive Commilles Execilive Vice President
SHERIFF DAVIL A, MAHONEY SHERIFF ASA B. BUCK, Il and General Counsel
Transylvania Counly Careret County EOMOND W, CALDWELL, JR.
July 15, 2016
EXECUTIVE COMMITTEE
MEMBERS
_ The Honorable Beth A. Wood, CPA
State Auditor
SH(P:H”:; TA*;LCBLHLW 2 South Salisbury Street
Sumberiand County Raleigh, North Carolina
SHERIFF BRAD RILEY
Cabarrus County Via Hand-DeIi\rer_}g
SHERIFF STEVE BIZZELL .
Johnston County Dear State Auditor Wood,
I von oy 1 Thank you for the oppartunity to reply to your report.
5”52322;0";“::{;'-0-”?:”5” Personnel that processed grants during this period are no longer with the Association.
i Y The Association has faken steps to ensure that staff are appropriately trained and grants are
SHERIFF SAM PAGE properly reviewed.
Reckingham County
SHERIFF TONY E. PERRY On July 8, 2016, we hand-delivered to the Governor's Crime Commission a check for
Camden County $16,800 as recommended in your report.
SHERIFF KEVIN FRYE
Avery County Respectfully,
Aor B. Bock, 727 FANA Q. Pacdan
Sheriff Asa B. Buck, Il Sheriff Hubert A, Peterkin
Chairman — Executive Committee President
North Carolina Sheriffs’ Association North Carolina Sheriffs' Association

Lmocd 0. Cllfurc0)).

Edmond W. Caldwell, Jr.
Executive Vice President and General Counsel
North Carolina Sheriffs' Association

EWC:dcg
Enclosure

cc: L. David Huffman
Executive Director
MNC Governor's Crime Commission

Post Office Box 20049 - Raleigh, N.C. 27619-0049 - Telephone: (819} SHERIFF (743-7433)
Fax: {919) 783-5272 - E-mail: ncsa@ncsheriffs.net - www.nesherifts.org
The Morth Carclina Sheriffs’ Assoclation ia a Nen-Profit, tax exempt organization recognized by the LR.S.




ORDERING INFORMATION

COPIES OF THIS REPORT MAY BE OBTAINED BY CONTACTING:

Office of the State Auditor
State of North Carolina
2 South Salisbury Street
20601 Mail Service Center
Raleigh, North Carolina 27699-0600

Telephone: 919-807-7500
Facsimile: 919-807-7647
Internet: http://www.ncauditor.net

To report alleged incidents of fraud, waste or abuse in state government contact the
Office of the State Auditor Fraud Hotline: 1-800-730-8477
or download our free app.
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https://play.google.com/store/apps/details?id=net.ncauditor.ncauditor
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https://itunes.apple.com/us/app/nc-state-auditor-hotline/id567315745

For additional information contact:
Bill Holmes
Director of External Affairs
919-807-7513

NCHEOSA

The Taxpayers’ Watchdog

This investigation required 885.5 hours at an approximate cost of $85,681. A total of nine allegations
were investigated.


http://www.ncauditor.net/
https://play.google.com/store/apps/details?id=net.ncauditor.ncauditor
https://itunes.apple.com/us/app/nc-state-auditor-hotline/id567315745
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