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Executive Summary 
 

 i 

Introduction, pages 1-4 
 

The Office of State Human Resources (N.C. OSHR) requested the Office of State Budget and 

Management’s Office of Internal Audit to review the North Carolina Flex Communication Fund 

(Communication Fund).  This review does not include the Flexible Spending Accounts. 

 

Vendors pay a fee to N.C. OSHR which is placed in the Communication Fund that is maintained by 

the P&A Group, Inc. (P&A).  The purpose of this Fund is to promote, market, and communicate the 

opportunities related to the North Carolina Flex Benefits Program.   

 

Conclusions in Brief 
 

N.C. OSHR allowed P&A to maintain the Communication Fund.  Responsibilities included: 

maintaining a separate bank account; collecting fees paid by NC Flex Vendors; and paying invoices 

to purchase items at the request of NC Flex employees.  The purpose of the Communication Fund 

was to promote, market and communicate the benefits of the NC Flex program.  N.C. OSHR and 

P&A did not establish adequate internal controls to ensure funds were spent for its intended purpose 

which lead to fraudulent, wasteful, and abusive spending by the prior Program Manager and NC 

Flex Employees. 

 

Findings and Recommendations, pages 5 – 47 
 

1. Prior Program Manager misappropriated $500,085.22 of the Communication Funds by 

submitting fictitious receipts, duplicate receipts, personal receipts, other individual’s receipts, 

unauthorized receipts, and overstated receipts………………………………………. Pages 5-23 

2. Two NC Flex Employees misappropriated $4,396.07 by submitting receipts that were paid 

with the Communication Fund for reimbursement from the N.C. Flex Operations Fund or 

purchasing personal items……………...………………………….……………….. Pages 24-28 

3. NC Flex Employee obtained $86.30 for a duplicate travel voucher……………………. Page 29 

4. Questionable cost totaling $20,550.90 related to travel, meals, and electronics benefit Vendors 

and NC Flex Employees……………………………………………………………. Pages 30-35 

5. State laws and policies, and N.C. OSHR’s internal policies were circumvented leading to 

noncompliance with procurement requirements, temporary employment policies, requirement 

around receiving gifts and favors from vendors, nepotism and use of the State’s Mail Service 

Center………………………………………...................…………………………… Page 36-47 

The N.C. Office of State Human Resources was provided a draft of this report for review.  The N.C. 

OSHR response to the report is included on page 97. 
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PURPOSE 

 

The North Carolina Office of State Budget and Management’s (OSBM) Office of Internal Audit was 

requested by the North Carolina Office of State Human Resources (N.C. OSHR) to investigate the 

Communication Fund of the North Carolina Flex Benefits program (NC Flex). The allegation 

asserted expenditures were suspicious and not related to the purpose of the NC Flex Communication 

Fund. 

 

SCOPE AND METHODOLOGY 

 

The scope of this investigation includes a review of the NC Flex Communication Fund from January 

1, 2012 through December 31, 2015.  This investigation does not include the Flexible Spending 

Accounts administered by P&A. 

 

In order to complete this investigative review, the following procedures were performed: 

 

 Review of applicable North Carolina General Statutes; 

 Review of applicable North Carolina Administration Codes; 

 Review of applicable State Budget and N.C. OSHR policies; 

 Review of applicable contracts; 

 Interviews with N.C. Department of Administration’s Division of Purchase and Contract 

employees; 

 Interviews with NC Flex current and prior employees; 

 Interviews with P&A employees; 

 Interviews with NC Flex vendor employees (vendors providing products for the NC Flex 

program); 

 Examination & analysis of NC Flex employee’s travel vouchers; 

 Examination & analysis of NC Flex employee’s BEACON time records; 

 Examination & analysis of NC Flex Communication Fund’s general ledger transactions; 

 Examination & analysis of NC Flex Communication Fund’s bank records; 

 Examination & analysis of NC Flex Communication Fund’s credit card records; 

 Examination & analysis of the prior NC Flex Program Manager credit card records; 

 Contact businesses where services and commodities were purchased; and 

 Review of emails for NC Flex current and prior employees. 

 

BACKGROUND 

In 1992, the Government Performance Audit Committee determined that the State’s employee 

benefits programs were fragmented and not cost-effective. The Committee recommended that North 

Carolina State should offer a full flexible benefits plan. 
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On December 5, 1994 the Governor issued an Executive Order to create a voluntary statewide 

flexible benefits program to be administered by the North Carolina Office of State Personnel1.  The 

State Personnel Director was designated as the flexible benefits coordinator, and a Statewide 

Flexible Benefits Advisory Committee was established under the executive order.  The committee 

assists in the development, maintenance and benefit plan review of the program, with its members 

representing human resources and benefit staff from state agencies, universities and community 

college system, and two members from the private sector. The current N.C. OSHR Senior 

Management disbanded the committee and established a smaller scale working group that provides 

input related to the program.  

The NC Flex program was implemented in 1995 which includes three full time state staff members.  

The program grew to five permanent employees and one temporary employee.  During FY 2015, 

two positions were eliminated from the NC Flex program.  These positions were funded from the 

NC Flex Operations Fund (see page 4 for more information on the NC Flex Operations Fund). 

 

Initially offering only a Dependent Day Care Flexible Spending Account (FSA), the NC Flex 

program has continually added plans and services that provide 

employees with an array of benefits. Total participation for the program 

over the last ten years is shown in Table 1.   

 

The NC Flex program provides a variety of pre-tax plans. The plans are 

available to employees who hold permanent, probationary, or time-

limited positions and who work 20 or more hours per week at the 

Executive, Legislative and Judicial branches of State Government, or 

any entity created by the State of North Carolina.  NC Flex programs 

offers:  

 

 Health Care Flexible Spending Account; 

 Dependent Day Care Flexible Spending Account; 

 Dental Plan; 

 Vision Plan; 

 Critical Illness Plan; 

 Group Term Life Insurance; 

 Cancer Plan; 

 Voluntary Accidental Death and Dismemberment; and 

  Core Accidental Death and Dismemberment. 

 

FLEXIBLE SPENDING ACCOUNT 

 

In 1995, Aon Consulting a third-party administrator (TPA) was chosen to administer the Flexible 

Spending Accounts (FSA) for Health and Dependent Care through a competitive bid process which 

included bids from 11 firms.  Aon Consulting began its TPA responsibilities as of January 1, 1996.  

In 2011, the FSA was rebid since some activities performed by Aon Consulting were moved out of 

                                                 
1 Amended to Office of State Human Resources. 

Table 1  

NC Flex Participants 

Fiscal Year Participants 

2006 146,233 

2007 155,607 

2008 171,191 

2009 198,753 

2010 226,082 

2011 242,924 

2012 243,178 

2013 252,821 

2014 294,768 

2015 286,534 
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the country and Aon Consulting did not notify N.C. OSHR as required by the contract2. The 

responsibilities of consulting remain with Aon.  A contract for the responsibilities of FSA 

administration was awarded to P&A through a competitive bid process.  The three-year contract with 

P&A was $3,150,000 with two one-year renewal options.  P&A began its responsibilities on January 

1, 2012.  

NC FLEX COMMUNICATION FUND 

 

The purpose of the NC Flex Communication Fund is to promote, market, and communicate the 

opportunities and benefits of the NC Flex Benefits program.  Aon was responsible for managing the 

Communication Fund from January 1, 1996 to December 31, 2011. On January 1, 2012, the 

responsibility was transferred to P&A.  The Communication Fund generates revenue by charging a 

fee which is paid by the provider’s awarded (vendor) benefit plans. Each vendor was responsible to 

pay $3.00 per person that enrolled in each plan listed on previous page.  Revenues for the 

Communication Fund were collected by P&A and deposited into a separate non-interest bearing 

bank account with M&T Bank.  These funds were not deposited with the State Treasurer since the 

prior N.C. OSHR’s administration deemed the Fund “vendor money”. 

 

P&A is located in Buffalo, New York.  The NC Flex prior Program Manager requested P&A to 

provide a representative located in North Carolina.  P&A hired the NC Flex temporary employee3 to 

be the Local P&A Representative.  This individual worked as a NC Flex temporary employee for 

approximately two years and reported directly to the NC Flex prior Program Manager.  On January 

1, 2012, the NC Flex temporary employee became the Local P&A Representative. 

 

There were two methods for spending money from the Communication Fund.  First, NC Flex 

employees could contact the Local P&A Representative in North Carolina to purchase commodities 

or services.  The Local P&A Representative controlled a credit card that was used for purchases or 

P&A would issue a check for larger purchases.  Second, the prior NC Flex Program Manager could 

submit an invoice, with attached receipts for reimbursement, directly to P&A, located in Buffalo, 

New York.  The money would be wire transferred to the prior Program Manager’s personal bank 

account. 

 

Table 2 shows the Communication Fund history as of January 1, 2012 when the Fund was 

transferred from AON to P&A. 

 

 

 

 

 

 

 

 

 

 

 

                                                 
2 Per N.C. OSHR Senior Management 
3 This person worked through Temporary Solutions. 

Table 2  

Communication Fund 

  2012 2013 2014 2015 

Balance Forward  $92,330.40   $606,451.82   $934,498.60   $1,227,706.06  

Income 721,168.75  747,780.25  747,780.25  839,994.25  

Expense 207,047.33  419,733.47  454,572.79  2,067,700.311  

Year End Balance $606,451.82   $934,498.60  $1,227,706.06   $0.00  

1.  N.C. OSHR transferred $1,520,567.07 to the North Carolina State Treasurer. 
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Major activities paid from the Communication Fund include: 

 Enrollment Guide Development and Printing; 

 Sensible Savings Training; 

 Human Benefits Representative Conference; 

 Train the Trainer Session; 

 Benefit Enrollment Fairs; and 

 Promotional Web Videos. 

 

Conference and training sessions were held across the State to educate Human Benefits 

Representatives’ (HBR’s) employees about the different benefit plans or State employees about the 

benefit of enrolling.  The conferences and trainings included food, promotional items and giveaway 

items.  Giveaway items included vendor donated gifts, gift cards, or computer tablets purchased with 

the Communication Fund. 

 

NC FLEX OPERATIONS FUND 

 

The purpose of the NC Flex Operations Fund is to pay for the operational cost associated 

with the NC Flex section within N.C. OSHR.  These Funds are on deposit with the North 

Carolina State Treasurer and accounted for in the North Carolina Accounting System 

(NCAS).  This Fund supports the:  

 Salaries and benefits for NC Flex employees; 

 Administrative fees related to NC Flex contracts; 

 Travel and training costs for NC Flex employees; and  

 Office supplies and equipment needs for the NC Flex section. 
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1. PRIOR NC FLEX PROGRAM MANAGER MISAPPROPRIATED $500,085.22 FROM THE 

COMMUNICATION FUND 

 

The Communication Fund was maintained in a separate account at M&T Bank.  P&A was 

responsible for the administration of the Fund.  No formal contract was executed defining the 

accounting responsibilities and duties of each party.  The P&A’s Chief Executive Officer and Chief 

Financial Officer stated, P&A was only the bookkeeper and not responsible for reviewing and/or 

approving any money spent from the Communication Fund.  P&A received $12,500 the first year 

and $19,200 in subsequent years for managing the Communication Fund. 

 

Significant internal controls weaknesses were identified during this review including: 

 No contract established between P&A and N.C. OSHR for administration of the 

Communication Fund; 

 Lack of N.C. OSHR Senior Management oversight of the Communication Fund 

including the review and approval of reimbursements for expenditures made by the prior 

Program Manager; and 

 No formal written policies and procedures for the use of the Communication Fund. 

 

According to interviews with the prior Operations and Benefits Director and the current Total 

Rewards Director (N.C. OSHR Senior Management), the prior Program Manager had full authority 

over the Communication Fund with no oversight from N.C. OSHR Senior Management.  N.C. 

OSHR Senior Management did establish a policy requiring all in-State and out-of-State travel 

conducted by the N.C. Flex employees to be paid from NC Flex Operations Fund and not the 

Communication Fund.  Controls were in place for N.C. OSHR Senior Management to approve travel 

authorizations and review all travel vouchers prior to reimbursement from the NC Flex Operations 

Fund. 

 

From May 2012 through February 2015, the prior Program Manager submitted 32 monthly invoices, 

with attached receipts, directly to P&A for reimbursement.  These invoices amounted to 

$540,462.02.  P&A wire transferred the funds to the prior Program Manager’s personal bank 

account.  The current and prior N.C. OSHR Senior Management was not aware of these invoices 

since only the prior Program Manager’s approval was required for P&A to pay the invoice from the 

Communication Fund.  A review of 1,073 accompanying receipts, N.C. OSHR employee travel 

vouchers, and the prior Program Manager’s credit card statements identified $500,085.22 was 

misappropriated. 

 

General Statute § 14-100 and § 143-58.1 addresses obtaining property by false pretense or for 

personal use, respectively, as follows: 

 

“If any person shall knowingly and designedly by means of any kind of false pretense 

whatsoever, whether the false pretense is of a past or subsisting fact or of a future 

fulfillment or event, obtain or attempt to obtain from any person within this State any 

money, goods, property, services, chose in action, or other thing of value with intent to 

cheat or defraud any person of such money, goods, property, services, chose in action or 

other thing of value, such person shall be guilty of a felony…” 
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It shall be unlawful for any person, by the use of the powers, policies or procedures 

described in this Article or established hereunder, to purchase, attempt to purchase, procure 

or attempt to procure any property or services for private use or benefit. 

 

The North Carolina State Budget Manual, Section 5, outlines requirements for travel including 

the following: 

 

5.0.2 An employee traveling on official state business is expected to exercise the same care 

in incurring expenses that a prudent person would exercise if traveling on personal business 

and expending personal funds. Excess costs, circuitous routes, delays, or luxury 

accommodations and services unnecessary, unjustified, or for the convenience or personal 

preference of the employee in the performance of official state business are prohibited. 

 

5.0.3 These policies are intended to apply only to those state employees or other persons on 

official state business. Official state business occurs when the State employee or other 

person is traveling to attend approved job related training, work on behalf of, officially 

represent, or provide a state service upon the State’s request. Travel that would not directly 

benefit the State will not be reimbursable. 

 

5.1.5 Prior written approval by the department head or his or her designee must be obtained 

in order to qualify for reimbursement for overnight stays. Supervisory personnel certifying 

the reimbursement request as necessary and proper must require documentation from the 

traveler to substantiate that the overnight lodging was necessary and accomplished.  

 

5.1.10 Prior written approval by the department head or his or her designee must be 

obtained in order to qualify for reimbursement for meals. Supervisory personnel certifying 

the reimbursement request as necessary and proper must require documentation from the 

traveler to substantiate that the payment for meals was necessary and accomplished. 

 

All North Carolina General Statute, North Carolina Administrative Code, North Carolina State 

Budget Manual and North Carolina OSHR Policies are included in Appendix A. 

 

The prior Program Manager obtained money from the Communication Fund by submitting invoices 

for reimbursement which included the following methods: 

 Fictitious receipts (see page 7 for further details); 

 Duplicate reimbursements for the same receipt (see page 10 for further details); 

 Personal expenses (see page 12 for further details); 

 Other individual’s receipts (see page 20 for further details); 

 Unauthorized travel expenses (see page 20 for further details);  

 Over stated expenses (see page 22 for further details); and 

 Reimbursement with inadequate support (see page 22 for further details). 
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1.1 Prior Program Manager Received $361,921.04 By Submitting Fictitious Receipts 
 

The prior Program Manager submitted 108 fictitious documents as legitimate receipts for business 

related expenditures totaling $361,921.04.  These receipts were included in the invoices submitted 

directly to P&A for reimbursement.  These documents were not reviewed and approved by N.C. 

OSHR Senior Management before submission to P&A.  The documents were handwritten 

order/registration forms, electronic 

order/pricing sheets, quotes, or altered 

receipts.  These documents did not have a 

receipt showing the expense had actually 

been paid.  The N.C. State Bureau of 

Investigation and the N.C. OSBM 

investigative team contacted approximately 

65 businesses to verify if these documents 

were paid and by whom.  Table 3 provides 

the amounts and methods used by the prior 

Program Manager to obtain money from the 

Communication Fund.  Each method is 

discussed below.   
 

Handwritten Forms 

 

There were 76 handwritten or altered forms/documents totaling $304,140.55 listed below. 

   

a. 17 handwritten sponsorships forms totaling $232,625; 

b. 30 conferences, registration, and training forms totaling $62,161; 

c. 25 memberships and subscriptions forms totaling $8,971.55; 

d. 3 altered hotel invoices totaling $293; and 

e. 1 fake document totaling $90. 

 

Items a through c above were handwritten forms. Businesses confirmed these documents were not 

paid and the prior Program Manager did not register or attend these events, or obtain memberships 

and subscriptions.  One example was a sponsorship form with a printed date of 2014.  The prior 

Program Manager marked through the 2014 and added 2015, completed the form for $30,000 and 

received reimbursement in December 2014.   See Appendix B on pages 61 – 65 for this and other 

examples of handwritten forms. 

 

Item d above included three hotel invoices. Two had no charges, but a handwritten total was added 

to the document.  The third document, a hotel bill for $13.10 had $100 handwritten as tips making 

the total reimbursement $113.10.  See Appendix B on pages 66 – 67 for examples. 

 

Item e above was one fake document for $90.  This was a handwritten taxi cab receipt stating 

travel was to the Hilton, Newark and back.  The business owner stated their taxi cab was in 

Raleigh which corresponds with the telephone number on the document. See Appendix B on page 

68 for this receipt. 

 

 

 

TABLE 3 

Fictitious Receipts 

Method 

Number of 

Transactions Amount 

Handwritten Forms 76 $304,140.55 

Electronic Order/Price Forms 17 40,845.14 

Quotes 6 9,977.60 

Invoice Not Paid per Vendor 5 4,665.00 

Emails 2 2,000.00 

Calculator Tape 1 213.00 

Memo Request 1 79.75 

Total 108 $361,921.04 
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Electronic Order/Price Forms 

 

There were 17 order/price documents totaling $40,845.14.  These documents were computer 

printouts of purchases that were never completed.  The documents were printed just before the 

final step of payment.  Many of the documents included handwritten notation of the last four digits 

of a credit card, “paid”, and/or the prior Program Manager’s signature.  Documents included: 

 

a. 6 sponsorships/booth exhibits totaling $17,100; 

b. 5 conference registrations totaling $12,955; 

c. 3 hotel registrations totaling $5,367.04; 

d. 2 membership registrations totaling $4,715; and 

e. 1 airfare totaling $708.10. 

 

Item a above included three sponsorships and three booth exhibits at different conferences.  The 

sponsorships totaled $13,200.  Three of the documents had a handwritten notation “paid”, two 

documents include the last four digits of a credit card, and one document had the prior Program 

Manager’s signature.  These businesses confirmed the sponsorships were not paid.  The three 

booth exhibit documents totaled $3,900.  One business confirmed the $2,500 was not paid and the 

document had a handwritten notation “$2,500 Paid by Mcard 7/31/13”.  The other two booth 

exhibit costs were paid by NC Flex Operations Fund, which was validated by the OSBM 

investigative team.  See Appendix B on page 69 for an example. 

 

Item b above included five conference printouts that had “paid” handwritten on the document and 

were signed by the prior Program Manager.  Four of the five had the last four digits of a credit card 

number handwritten on the document.  These businesses confirmed no payment was received and 

the prior Program Manager was not registered for these events. See Appendix B on page 70 for an 

example. 

 

Item c above included three hotel inquiries or confirmations.  The first was a hotel inquiry for five 

nights at the Hyatt Regency Coconut Point Resort and Spa in Florida for $3,491. There were no 

dates on this document; however, the document was printed on March 14, 2015, fifteen days 

before the prior Program Manager’s retirement.  The second document for $1,716.12 was a hotel 

confirmation not in the prior Program Manager’s name.  The confirmation was for a different N.C. 

OSHR employee to stay at the Hyatt Regency in Orlando, Florida, September 26 through 

September 29, 2015, the actual cost on the confirmation was double since the prior Program 

Manager was to attend the conference too.  The prior Program Manager retired on April 1, 2015.  

The OSBM investigative team verified with the N.C. OSHR Senior Management that the 

employee paid and was reimbursed for this cost by N.C. Operations Fund.  The last hotel inquiry 

was for the night of April 19, 2013, in San Francisco, California totaling $159.92.  The prior 

Program Manager was in California but his authorization and return airfare was dated April 19, 

2013.  See Appendix B on page 71 for an example. 

 

Item d above included a Ragan Training and HR Summit membership printed on March 10, 2014 

and April 16, 2014, respectively.  Both businesses confirmed the prior Program Manager did not 

have a membership in 2014 or 2015.  See Appendix B on page 72 for an example. 
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Item e above was an inquiry for airfare from Raleigh/Durham airport to Fort Myers, Florida 

departing on April 4, 2015 and returning on April 9, 2015.  The prior Program Manager retired on 

April 1, 2015.  See Appendix B on pages 73 – 74 for this document. 

 

Quotes 

 

Six documents were quotes totaling $9,977.60.  Businesses confirmed five quotes were not paid.  

These were for a membership to World at Work for a different N.C. OSHR employee, a body 

composition analyzer, grant writing service agreement, and two quotes for hiring two massage 

therapists to work at the health and wellness fairs open to State employees.  The sixth quote was 

for a massage therapist to work at the spring 2013 health and wellness fair.  Prior and present N.C. 

OSHR NC Flex employees validated the service was provided.  The quote was for $1,280.  The 

business confirmed receiving a payment but could not provide the amount.  A review of the prior 

Program Manager’s master credit card statement verified a $960 payment on April 17, 2013 to this 

business.  However, the reimbursed amount was $1,280.  This led to an over reimbursement of 

$320 since the prior Program manager wrote on the quote “Paid by MC $1,280 4/11/13”.  See 

Appendix B on pages 75 – 76 for examples. 

 

Invoices Not Paid 

 

Businesses confirmed five invoices totaling $4,665 were not paid.  Three documents for 

memberships stated “balance due”, one document for a sponsorship stated “invoice due upon 

receipt” and one document for a conference stated “please include a copy of this invoice with your 

payment.”  Only two of these documents had a handwritten notation including the prior Program 

Manager’s name and signature, date and last four digits of a credit card number.  See Appendix B 

on pages 77 – 78 for examples. 

 

Email 

 

Two emails were submitted as receipts.  A conference sponsorship for $1,000 was confirmed as 

not paid by the business.  An email from Covington to the prior Program Manager dated July 24, 

2013 had a handwritten notation “Paid Membership and NC Flex promotion ad $1,228.98 by 

Mcard” and was signed by the prior Program Manager.  A review of the prior Program Manager’s 

master credit card statement verified $228.98 was paid on July 23, 2013 to Covington.  The email 

was $1,000 over the actual payment.  Covington did not respond to phone messages and an email. 

N.C. OSHR Senior Management stated this would not be an approved transaction for the NC Flex 

program.  See Appendix B on page 79 for Covington email and page 80 for the credit card 

statement. 

 

Calculator Tape 

 

One calculator tape was included in the April 2013 invoice submitted to P&A.  The tape had four 

numbers totaling $213.  The individual numbers nor the total could be traced to any charges on the 

prior Program Manager’s master credit card statement.  The April 2013 invoice listed the $213 as 

supplies in both the vendor and category columns submitted to P&A for reimbursement.  See 

Appendix B on page 81 for this document. 
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Memorandum 

 

The prior Program Manager was a Board member of the Voluntary Benefits Association (VBA).  

A memorandum from VBA requiring members to pay $79.75 for business cards was submitted to 

P&A for reimbursement.  The VBA verified all Board members received business cards at no 

charge and a check was not received from the prior Program Manager.  See Appendix B on page 

82 for the memorandum.  

 

 

1.2 Prior Program Manager Received $60,732.67 in Duplicate Payments 

 
There were 200 documents that were paid more than once with State Funds.  These documents 

were invoices, receipts, confirmations, registrations, solicitations, partial invoices, credit card 

statements, remittance slips, and order forms.  These documents were submitted to P&A for 

reimbursement from the Communication Fund and paid though other processes as shown in Table 

4. 

 

Table 4 

Duplicate Reimbursements 

Method 

Number of 

Transactions Amount 

Communication Fund Duplicate 78 $28,707.36  

Prior Program Manager Travel Reimbursement 80   13,178.04  

NC Flex Operations Fund 19   10,788.63  

Other NC Flex Employee Travel Reimbursement 19     7,091.95  

NC Flex Credit Card Purchase 4        966.69  

Total 200  $60,732.67  

 

Communication Fund Duplicate 

 

There were 78 items paid more than one time from the Communication Fund totaling $28,707.36.   

Some of these items were submitted three times by the prior Program Manager for reimbursement 

or submitted twice and reimbursed from NC Flex Operations Fund based on an authorized travel 

voucher.  The documents submitted for triple reimbursement include: 

 

 Hotel bill for $695.64, a copy for $345.64 (less prepayment of $350), and an email 

confirmation for the $350 deposit all paid from the Communication Fund and submitted on 

the prior Program Manager’s travel reimbursement from the NC Flex Operations Fund; 

 Hotel bill for $350.76 (printout before payment), final bill $363.92 paid from the 

Communication Fund and submitted on the prior Program Manager’s travel reimbursement 

from the NC Flex Operations Fund;  

 Three solicitations for membership to a human resource society each for $165, all three 

paid from the Communication Fund; 

 Hotel bill paid twice for $114.10 per bill from the Communication Fund and submitted on 

the prior Program Managers’ travel reimbursement from the NC Flex Operations Fund; 

 Phone bill remitted slip, the invoice, and the next month invoice included a past due 

amount each for $65.25, all paid from the Communication Fund; and 
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 Car rental confirmation printed at the time of booking the reservation, an email of the 

confirmation, both for $36, and the actual receipt for $34.68, all paid from the 

Communication Fund. 

 

For a conference in National Harbor, Maryland, September 20 through 24, 2014, the prior Program 

Manager’s travel authorization noted the conference sponsor paid for the prior Program Manager’s 

registration, travel, and hotel cost and only meals would be reimbursed.  The conference sponsor 

verified the hotel was paid directly by the conference and a check was issued to the prior Program 

Manager for $300.20 for airfare. Also, the prior Program Manager received $169.90 for meals 

from the travel reimbursement paid from NC Flex Operations Fund.  The prior Program Manager 

submitted to P&A for reimbursement from the Communication Fund: 

 An airfare confirmation printout for $191.20 and a receipt for $300.20;  

 A receipt and a confirmation for a car rental pick up at the Baltimore-Washington Airport 

during the conference dates for $259.25 each; and 

 A hotel bill was submitted for meals ($146.30) and valet parking ($140).  One invoice was 

reimbursed for the full amount of $286.30, and a copy was reimbursed for a room service 

charge of $59.52.   

 

Prior Program Manager Travel Reimbursement 

 

The prior Program Manager received payment 

twice on 80 invoices totaling $13,178.04 as shown 

in Table 5.  The prior Program Manager followed 

policy when submitting these invoices to N.C. 

OSHR Senior Management for review and 

approval for payment from the NC Flex Operations 

Fund since the invoices were for approved 

purchases and/or travel items.  However, a copy 

was also submitted to P&A for payment from the 

Communication Fund.  Also, there was one hotel 

charge ($111.62) on the Communication Fund’s 

Credit Card which the prior Program Manager 

included in a travel voucher for reimbursement 

from the FC Flex Operations Fund. 

 

NC Flex Operations Fund 

 

There were 19 invoices paid from the NC Flex Operations Fund totaling $10,788.63 and the prior 

Program Manager submitted these invoice to P&A for reimbursement from the Communication 

Fund.  These invoices were for training, booth exhibits, promotional items, membership dues, and 

trophies.   

 

Other N.C. Flex Employee Travel Reimbursement 
 

The prior Program Manager was responsible for reviewing and approving N.C. Flex employee’s 

travel reimbursements.  There were 19 receipts included in the prior Program Manager’s request 

for reimbursement to P&A that were also included in four N.C. Flex employee’s travel 

Table 5 

Travel Reimbursement Duplication 

Item 

Number of 

Transactions Amount 

Hotel 16 $4,152.70 

Rental Car 6 2,174.54 

Airfare 4 1,677.20 

Books 3 1,425.23 

Conference 1 1,225.00 

Meal 28 1,157.07 

Taxi Cab 8 596.50 

Gasoline 12 549.80 

Award Application 1 195.00 

Parking 1 25.00 

Total 80 $13,178.04 
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reimbursements totaling $7,091.95.  Nine of these receipts totaling $2,299.89 were charged on a 

business credit card which the prior Program Manager was financially responsible for paying (see 

Section 2 on page 24, for more information on the business credit card).  The two employees 

responsible for these credit card transactions paid $2,299.89 back to the prior Program Manager 

once the funds were received from the travel reimbursement.  The other ten receipts totaling 

$4,792.06 were charged on the employee’s personal credit card and the prior Program Manager 

submitted a copy to P&A for reimbursement. 
 

Communication Fund Credit Card Purchase 

 

There were four purchases using the N.C. Flex Communication Fund credit card that the prior 

Program Manager submitted to P&A for reimbursement from the Communication Fund totaling 

$966.69.  These purchases included airfare ($211.60), two hotels ($114.62) and a $640.47 camera 

which was returned to N.C. OSHR during this investigation. 
 

 

1.3 Prior Program Manager Received $55,158.75 for Personal Expenditures 
 

The prior Program Manager submitted 4514 receipts directly to P&A for transactions that were 

mischaracterized as business expenditures which were personal purchases.  Table 6 shows the 

purchases categorized and the number of items purchased for each category.  On page 19, Table 8 

shows an itemized list for these categories.  Each category is discussed below and copies of some 

invoices can be seen in Appendix B. 

 

Table 6 

Personal Expenses by Category 

Category 

Number of 

Transactions Total 

Electronics/Communication Items 89 $20,900.98 

Transportation Not Authorized to Travel 107 10,234.11 

Rental Expenses 4 5,952.54 

Food including Meals 184 5,969.30 

Hotel Bills Not In Travel Status 13 3,892.43 

Gifts to State Employee and Friends 10 1,869.68 

Moving Expenses 4 820.74 

Other 61 5,518.97 

Grand Total 4722 $55,158.75 

 

Electronic/Communication 

 

There were 89 items purchased related to electronic/communication items totaling $20,900.98.  

The largest item is 40 telephone bills for Verizon Wireless and AT&T.  Verizon Wireless totaling 

$11,788.04 for cellular service and AT&T totaling $553.45 for a landline at the rental property in 

Chapel Hill (see page 15 for more information on the rental property).  Also, the prior Program 

Manager purchased two cell phones costing $208.13.  The prior and current N.C. OSHR Senior 

                                                 
4 Items purchased is greater than receipts since a receipt may have more than one item i.e. two tablets on one receipt. 
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Management informed the OSBM investigative team that no employees were approved for 

personal cell phone reimbursements nor for purchasing cell phones since there was a State term 

contract for obtaining business cell phones.  In addition, the prior N.C. OSHR Senior Management 

over the NC Flex program stated “Flex Fund5 could not be used unless a benefit was derived by all 

state employees”.   The prior Program Manager provided a prior and current NC Flex employee 

with old cell phones and paid the service cost since they did not own a cell phone.  These were 

used cell phones that used to belong to the prior Program Manager and family members per NC 

Flex Employees. 

 

Three computers, four tablets, six printers and seven printer cartridges were reimbursed to the prior 

Program Manager totaling $6,865.54.  The N.C. Flex program did giveaway tablets to individuals 

attending conferences events which began after July 2012 and one tablet was purchased in 2011. 

Current and prior N.C. Flex employees did not recall the prior Program Manager providing 

printers for work or tablets for giveaways.   

 

Table 8 on page 19 provides a full list of electronic/communication items purchased including the 

remaining balance of $1,485.82 not discussed. 

 

Transportation Not Authorized 

 

There were 107 receipts included in the invoices submitted to P&A for reimbursement to the prior 

Program Manager related to transportation items totaling $10,234.11.  Table 8 on page 19 provides 

a full list of transportation items purchased, which are discussed below. 

 

Rental Cars 

The prior Program Manager submitted ten rental car receipts totaling $3,466.96 that are not 

allowable business expenses.   

 Four receipts totaling $1,900.37 on weekends and when the prior Program Manager was on 

leave time; 

 Three receipts totaling $336.24 on week days when the prior Program Manager was not 

approved for travel; 

 One receipt totaling $558.65 the prior Program Manager authorized to drive a personal 

vehicle to Washington DC and was reimbursed the mileage per diem on a travel 

reimbursement voucher from the NC Flex Operations Fund; 

 One receipt totaling $352.63 the prior Program Manager authorized to drive a personal 

vehicle to Charlotte, North Carolina, and Charleston, South Carolina, and was reimbursed 

the mileage per diem on a travel reimbursement voucher from the NC Flex Operations 

Fund; and 

 One receipt totaling $744.49 the prior Program Manager was authorized to fly to California 

April 15, 2013 to April 19, 2013 for a conference and to visit the vision Vendor.  The rental 

car was not returned until April 22, 2013.  The travel voucher did not include 

reimbursement for a rental car.  Four days were related to business ($425.42) and three 

days were personal, ($319.07). 

                                                 
5 The prior N.C. OSHR Senior Management use the term Flex Fund when talking about the Communication Fund 

monies. 
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Gasoline/Auto Repair 

There were 63 gasoline receipts totaling $2,791.89 which is an unallowable expense per the North 

Carolina State Budget manual, Section 5 (see Appendix B for travel policies).  State employees are 

reimbursed a mileage per diem and not actual gasoline receipts.  In addition, the prior Program 

Manager was not in travel status.  There was one receipt for $46.66 at a Capital Quick Lube. 

 

Airfare 

There were seven airfare receipts totaling $2,999.05.  There were no travel authorizations for these 

trips and four flights departed Saturday and returned the next day.  The four trips were to: Tampa, 

Florida; San Jose, California; Baltimore, Maryland; and Newark, New Jersey.  One receipt was a 

same day trip on Friday to West Palm Beach, Florida totaling $637.60.  Two receipts were one-

way tickets.  One to Baltimore-Washington International Airport costing $69.80 (the prior 

Program Manager’s daughter lives in Ellicott City, Maryland). The last receipt for $192.70 was a 

one-way from Philadelphia, Pennsylvania to Raleigh, North Carolina on a Saturday. 

 

Taxi Fares 

There were 10 taxi cab receipts totaling $780.  There were no travel authorizations for seven of 

these trips totaling $435.  Two receipts were in New York City, three receipts were travel to RDU 

airport, one in Washington DC, one in Ellicott City, Maryland (the prior Program Manager’s 

daughter resides in Ellicott City, Maryland).  One receipt for $50 in Las Vegas was dated 

November 4, 2013 and the conference was held November 3 through November 6, 2013.  The 

prior Program Manager stayed in the same hotel as the conference location. 

 

During a conference in Hollywood, Florida, the prior Program Manager, a permanent N.C. Flex 

employee and a temporary N.C. Flex employee took a taxi cab to Miami.  The $120 receipt has 

handwritten “Westin to Miami Mtg and Back”.  The temporary employee informed the OSBM 

investigative team about the taxi cab ride and how the three N.C. Flex employees had dinner in 

Miami and no vendors attended. 

 

The current N.C. OSHR Senior Management approved business travel for the prior Program 

Manager to attend the Harvard Dental School Leadership Forum in Boston October 14 through 

October 16, 2014. The current N.C. OSHR Senior Management explained how the prior Program 

Manager said this was a free event.  Per the United Concordia Dental6 Representative, they invited 

the prior Program Manager to attend and paid the airfare and hotel cost.  The taxi cab fare was 

$175.  See Section 5.1 for additional information. 

 

Parking  

There were five receipts for parking in Raleigh totaling $69.  Two receipts were for the RDU 

airport totaling $60.  There was no travel authorization for one receipt and the date on the other 

receipt for $36 was not legible. 

 

The three other receipts were in the Raleigh downtown area.  Two for parking at 222 Glenwood 

for $2 each.  One occurred at lunch time and the other was at 7:07 P.M.  The other receipt was $5 

at the Alexander Square parking deck in downtown Raleigh at 8:39 P.M. 

 

                                                 
6 This is one of the benefit plans available to State employees. 
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Road Tolls 

There were 10 road or bridge tolls totaling $63.05.  These took place on Saturdays and Sundays.  

The prior Program Manager was on approved travel in Buffalo, New York on June 19, 2012, to 

June 21, 2012.  Nine of the tolls were dated Saturday, June 23, 2012 and Sunday, June 24, 2012 

and the prior Program Manager was on leave time Monday, June 25, 2012 through Friday, June 

29, 2012. 

 

One receipt for $15.45 dated September 22, 2012 in Delaware was on Saturday.  There was no 

travel authorization for this day. 

 

Mass Transit 

One receipt totaling $17.50 was for the transit Rail in New Jersey dated Sunday, September 28, 

2014.  There was no travel authorization for that day. 

 

Rental 

 

Rental property was being leased at 7424 Chapel Hill Road, Cary, North Carolina.  The prior 

Program Manager submitted one document with 12 months of lease fees totaling $5,477.41 for the 

period January 2013 through December 2013.  The leasing agency stated, the prior Program 

Manager’s spouse and daughter were there daily and the prior Program Manager only once.  See 

Appendix B for on page 83 for a copy of the rental property invoice. 

 

There were two receipts for storage units at Cube Smart dated September 24, 2012 and January 24, 

2013 for $46.93 and $378.20, respectively.   

 

There was one receipt for a mail box rental totaling $50.  The purchase was made at the Cary 

Packaging Depot. 

 

 Food and Meals 

 

There were 184 food and meal receipts 

totaling $5,969.30 and 180 were meals 

purchased at restaurants and 

coffee/donut shops while the prior 

Program Manager was not in travel 

status.  Most restaurants receipts were 

in or near the Raleigh area as shown in 

Table 7.  Of the 180 receipts, 51 were 

purchases on weekends, holidays, or 

when the prior Program Manager was 

on approved leave totaling $1,432.30 

and two were pizza deliveries to the 

prior Program Manager’s home 

totaling $29.06.  There were 11 

Table 7 

Location of Restaurant Receipts 

Location 

Number of 

Transactions Amount 

Raleigh, Apex, Cary, Morrisville 124 $4,290.80 

Other North Carolina Locations 15 348.79 

Maryland 10 324.00 

Unknown1 11 284.24 

Washington DC 2 193.86 

Virginia  11 176.13 

California 1 123.03 

New York 1 57.26 

New Jersey 2 55.99 

Pennsylvania 2 32.38 

Illinois 1 5.80 

Total 180 $5,892.28 

1. Receipts were illegible or missing location. 
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receipts totaling $284.24 for which the location was unknown due to lack of documentation. 

 

In addition, three receipts for food or candy products were purchased at Trader Joe’s and Whole 

Foods Market totaling $59.12.  Items purchased were: buttermilk; hibiscus tea; veggie chips; 

holiday cake; carrots; European cookies; raw pumpkin seeds; and jelly beans.  N.C. Flex 

employees stated they would purchase food for training and don’t recall the prior Program 

Manager making any food purchases for training sessions. 

 

Finally, one receipt for four pieces of chocolate made in Old Sacramento, California, at the Rocky 

Mountain Chocolate Factory.  The receipt was $17.90. 

 

Hotel Cost Not In Travel Status 

 

There were 13 hotel receipts totaling $3,892.43, and the prior Program Manager was not on 

approved State Business during the dates on the hotel receipts, including:   

 

 Five hotel receipts for weekends7 and/or holidays totaling $1,887.59.  One receipt in 

Washington DC included room service, internet access, and valet parking.  Another receipt 

was for Labor day weekend at Pine Knoll Shores, North Carolina had the total handwritten 

in for $880.74 which was double the actual cost.  See Appendix B page 84 for this receipt. 

 Three hotel receipts occurred when the prior Program Manager extended approved business 

trips by arriving early or staying extra days totaling $1,005.20.  One receipt in California 

showed arrival on April 13, 2013 and authorized travel started April 15, 2013.  One receipt 

in Las Vegas, Nevada, showed check out on November 7, 2013 and authorized travel was 

through November 6, 2013. Another NC Flex employee attended the conference in Las 

Vegas and returned on November 6, 2013. One receipt in Washington DC showed arrival 

on March 22, 2014 and authorized travel started March 23, 2014. The receipt also included 

cost for meals and in-house laundry service (see Appendix B page 85 for this receipts). 

 Two hotel receipts occurred when the prior Program Manager was on approved leave, 

totaling $582.49.  One in Anchorage, Alaska and the other in Newark, New Jersey. 

 Three hotel receipts were weekdays when the prior Program Manager was not on approved 

leave totaling $417.15.  These included: two-nights (check-in Friday and check-out 

Sunday) in Richmond, Virginia; one-night (check-in Thursday and check-out Friday) in 

Rocky Mount, North Carolina; and one-night (check-in Sunday and check-out Monday) in 

Easton, Pennsylvania. 

 

Gifts to State Employees and Friends 

There were 10 receipts for gifts totaling $1,869.68.  Gifts included: 

 Computer shipped to an N.C. Flex employee’s home totaling $844.43.  The N.C. Flex 

employee stated this was a gift from the prior Program Manager. 

                                                 
7 Check in on Saturday and check out Sunday. 
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 Several spa/massage gifts to N.C. OSHR employee’s totaling $744.58.  The receipts 

included handwritten notation of N.C. OSHR employee names.  Four prior and present 

N.C. Flex employees confirmed receiving massage gift cards from the prior Program 

Manager.  The prior N.C. OSHR Senior Management responsible for oversight of the NC 

Flex program confirmed receiving a massage gift card as a retirement gift from the prior 

Program Manager. 

 Baby gifts shipped to Virginia, Illinois, California totaling $101.43.  Receipt greeting 

message was: “Congratulation on the wonderful news.  We wish you both all the best and 

await the arrival of the little one eagerly.”  The prior Program Manager’s spouse’s name 

was on this receipt.  See Appendix B page 86 – 87 for this receipt. 

 Sympathy gift to an N.C. Flex employee’s parent totaling $50.90.  A prior N.C. Flex 

employee informed the OSBM investigative team their grandfather passed away and a 

sympathy gift was sent to their mother from the N.C. Flex team.  It was confirmed that 

N.C. Flex employees did not contribute to this gift. 

 Gift fruit basket totaling $46.89 purchased on Saturday, December 28, 2013 at Harris 

Teeter. 

 Holiday Treats shipped to an Office of the State Controller’s employee totaling $40.75.  

The message stated: “We are thinking of you! Wishing you well through the Holidays and 

always.  From the NCFlex Team”.  It was confirmed that N.C. Flex employees did not 

contribute to this gift. 

 Wedding anniversary gift shipped to Fremont, California totaling $40.70.  The message 

stated: “Happy First Wedding Anniversary”. See Appendix B page 88 for this receipt. 

  

Moving Expenses 

 

There were four receipts for two moving trips totaling $820.74 for movers and boxes.  One trip 

moved items out of Cube Smart Storage in Raleigh, North Carolina to 7424 Chapel Hill Road, 

Cary, North Carolina.  This is the same location as the rental property and storage unit previously 

discussed (see page 15 for information on rental property).  The moving cost was $575 and the 

move was January 2013.  The other move was from Colony Village Lane, Raleigh, North Carolina 

to Lagrange Drive, Raleigh, North Carolina for a total cost of $229.  

 

Other 

 

There were 61 other items purchased totaling $5,518.97.  Some items are discussed below and all 

items are listed in Table 8 on the next page. 

 

 Four receipts for spa/massage treatments totaling $1,573.24 which occurred in: Caesars 

Palace, Las Vegas, Nevada; Grove Park Inn, Asheville, North Carolina; and two online 

massage purchase.  See Appendix B page 89 – 93 for some of these receipts. 

 Two receipts to Covington’s Who’s Who totaled $447.90.  Covington is an online 

professional networking site.  The prior and current N.C. OSHR Senior Management stated 

this is not an approved N.C. Flex marketing expense. 
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 One receipt was an online subscription-based technical support service in Gurgaon, India, 

totaling $169.99.  This annual subscription was in the prior Program Manager’s name and 

included the prior Program Manager’s personal email address and phone number. 

 Two receipts from Belk’s Department Store totaling $553.19, including one receipt for 

$519.19 for suits purchased on the prior Program Manager’s Belk credit card. 

 Two receipts for consulting services totaling $400.  One receipt for $100 stated the service 

was for the prior Program Manager’s spouse name to form a 501(c)(3) nonprofit 

organization.  The other was $300 to review a grant.  NC Flex does not receive or issue 

grants.  See Appendix B page 94 – 95 for these receipts. 

 One receipt from the Indian gift store Kalashri totaling $313.85.  The receipt is not 

itemized and the purchase was December 20, 2012. 

 One receipt for a Learning Spanish CD totaling $248. 

 Four receipts for charitable donations totaling $500 as follows: 

 Wake Forest University to purchase a brick in the prior Program Manager and their 

spouse’s name totaling $250; 

 UNC-Radio for $125; 

 UNC TV received a gift of three DVDs and a book for $100; and 

 Indian American Community Foundation for $25. 

 



Findings and Recommendations 

19 

 

 

Table 8 

Personal Expenses by Category 

  

Item Total 

Number 

of Items 

 

Item Total 

Number of 

Items 

Electronics/Communication       Moving 

  Phone Service  $12,341.49 40     Moving $804.00 3 

  Computer/Tablets 5,625.50 7     Boxes 16.74 1 

  Printers 902.18 6   Rental  

  Printer/Fax cartridge 337.86 7     Office Rental $5,477.41 1 

  Camera 312.17 7     Storage Unit Rental 425.13 2 

  Blue Ray DVD Player 213.48 1     Mailbox Rental  50.00 1 

  Cell Phone  208.13 2   Transportation not on Approved State Business  

  Drives: Portable Hard & Flash  219.82 4    Rental Car $3,466.96 10 

  Cell Phone Accessory 178.68 4   

 

Airfare 2,999.05 7 

  Chargers: Battery/Laptop 166.29 4     Gasoline/Auto Repair 2,838.55 64 

  India SIM Card 114.30 2     Taxi Cab 780.00 10 

  Projector 99.00 1     Parking 69.00 5 

  Calculator 91.25 1     Road Tolls 63.05 10 

  Cloud Storage Annual Fee 40.00 1     Mass Transit 17.50 1 

  Stereo Cord 25.88 1   Other Personal Purchases  

  Keyboard 24.95 1     Spa Treatment $1,573.24 4 

Food Related Items   

 

Membership Dues 737.84 5 

  Restaurant Meals $5,892.28 180     Clothes 553.19 2 

  Groceries 51.67 2     Donation 500.00 4 

  Candy 25.35 2     Grant Review 300.00 1 

Gifts State Employee/Friends    Indian gift store 313.85 1 

 

Computer to Staff $844.43 1    Fitbit 292.72 2 

  Spa/Massage to Staff 744.58 4     DVD/CD 270.47 3 

  Baby Gift 101.43 1     Souvenirs 209.31 3 

 Sympathy Gift 50.90 1     Postage 183.14 13 

  Unknown Fruit Basket 46.89 1     Hotel Gift Shop 158.10 3 

  Get Well Gift 40.75 1     Books 115.46 9 

  Wedding Anniversary 40.70 1     Create a 501(c)(3) 100.00 1 

Hotel Cost Not in Travel Status     Movies 63.15 4  

  Washington DC $984.38 2    Golf Items 46.94 1  

 

North Carolina 972.38 2    Folding Ottoman (2) 33.00 1 

  New Jersey 435.43 2     Tote Bag 26.46 1 

  New York 348.07 2     Frame 25.42 1 

  Alaska 337.66 1     Gift Bags 10.68 1 

  California 266.12 1   Water 6.00 1 

  Nevada 222.88 1   Grand Total $55,158.75 472 

  Virginia 215.16 1    

 Pennsylvania 110.35 1   
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1.4 Prior Program Manager Received $11,483.63 by Submitting Others Receipts  
 

The prior Program Manager submitted 24 receipts that were paid by conference sponsors, vendors, 

family members, or other N.C. Flex 

employees as shown in Table 9.   

 

There were twelve receipts paid by 

N.C. Flex employees that are not 

related to business.  Five receipts were 

vacation hotels, gas, and meals paid on 

the N.C. Flex employees personal 

credit cards totaling $719.20.  Six 

receipts were an N.C. Flex employee’s cell phone bill or a 12-month printout of the N.C. Flex 

employee’s cell phone billing history totaling $3,587.80.  The last receipt for $49 was a magazine 

subscription place on the employee’s business credit card and repaid to the prior Program Manager 

(see Section 2 on page 24 for information on business credit cards). 

 

Two vendors paid for electronics or travel for the prior Program Manager.  One vendor purchased 

three custom built Toshiba computers and three Apple iPads which were shipped directly to the 

prior Program Manager’s home totaling $2,756.22.  The other vendor invited the prior Program 

Manager to attend the Harvard Dental Leadership Forum in Boston, Massachusetts and paid the 

prior Program Manager’s airfare and hotel totaling $1,089.60.  See Section 5.1 for additional 

information. 

 

The prior Program Manager was invited to speak at conferences and the conference sponsors paid 

the cost of registration, travel, and hotel.  The prior Program Manager submitted a registration, and 

two airfare documents to P&A for reimbursement from the Communication Fund totaling 

$2,991.30.  The conference sponsors verified these expenses were paid by the conference. 

 

Five receipts for meals were charged to the credit card of the prior Program Manager’s daughter.  

One charge for $21.55 was a meal in Greenbelt, Maryland on a Monday at 2:45 p.m. and the prior 

Program Manager was not in travel status nor was leave time recorded.  Another charge for $60.08 

was a meal that occurred on Christmas day. 

 

1.5 The Prior Program Manager Received $5,733.79 for Unauthorized or Excessive 

Travel or Training 
 

The prior Program Manager submitted 13 receipts for unauthorized or excessive items which are 

discussed below.  To circumvent N.C. OSHR policies and the North Carolina State Budget manual 

travel policies the prior Program Manager submitted these travel and training receipts to P&A for 

reimbursement from the Communication Fund instead of submitting these receipts on a travel 

voucher for approval and reimbursement from the NC Flex Operations Fund.   

 

Table 9 

Others Receipts 

Paid By 
Number of 

Transactions 
Amount 

N.C. OSHR Employee 12 $4,353.00 

Vendor 4 3,845.81 

Conference Sponsor 3 2,991.30 

Former program manager's daughter 5 293.52 

Total 24 $11,483.63 
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Unauthorized Travel and Training 

 

Six receipts related to sending a temporary NC Flex employee to Washington D.C., Fort 

Lauderdale, Florida and Chicago, Illinois for training conferences.  The current and prior N.C. 

OSHR Senior Management stated temporary employees are not authorized to travel out-of-state 

for training.  To circumvent the policy, the prior Program Manager paid all the cost associated with 

these trips and submitted the receipts to P&A for reimbursement instead of having the temporary 

employee submit the expense on a travel reimbursement voucher for approval by N.C. OSHR 

Senior Management.  These trips totaled $2,013.63.   

 

The prior Program Manager was approved for an over-night trip to Washington D.C. without a 

hotel cost since the prior Program Manager was approved to stay at a friend’s house not a hotel. 

The other hotel expense was only approved for a day trip to Charlotte, North Carolina.  The prior 

Program Manager circumvented the approved travel authorization by submitting the two hotel bills 

to P&A for reimbursement totaling $359.10 which coincides with these travel dates and locations. 

 

The prior Program Manager paid for a Certified Financial Training program totaling $1,995.  This 

training was provided by Greene Consulting in conjunction with North Carolina State University’s 

Continuing Education and was an online course. The prior Program Manager wrote on the receipt 

“SS Session Trg”.  The SS Session are the sensible savings training provided to State employees.  

N.C. OSHR policy requires training expenses for NC Flex employees to be paid from the NC Flex 

Operations fund since personal development training is not related to promoting, marketing or 

communicating the NC Flex program.  The current N.C. OSHR Senior Management stated this 

would not have been approved since it is related to income tax, retirement, estate, insurance, and 

financial planning.  The prior Program Manager circumvented this policy by submitting the 

invoice to P&A for reimbursement. 

 

Excessive Costs 

Four receipts were excessive charges related to approved travel totaling $1,366.06.  Two receipts 

were related to approved travel to Washington D.C. The prior Program Manager flew into 

Baltimore-Washington airport and rented a car incurring valet parking fees at the hotel.  Total cost 

of the rental car and valet parking was $399.25 which was submitted to P&A for reimbursement.  

If the prior Program Manager flew into Ronald Ragan Airport and used a shuttle service for the 

seven-mile drive to the hotel which was the same location as the conference, the cost would have 

been $33 a difference of $366.25.    

 

One excessive cost totaled $876.81 when the prior Program Manager stayed at the Grove Park Inn 

in Asheville, North Carolina during authorized travel to Lake Lure, Boone, Asheville and 

Greensboro instead of staying at the same locations as the other NC Flex employees.    

 

The last excessive cost occurred in Las Vegas, Nevada total $123 when the prior Program 

Manager used a limousine service costing $150 for the trip to and from the airport instead of the 
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airport shuttle.  Another NC Flex employee travelled with the prior Program Manager and used the 

shuttle costing $27 round trip.  

1.6 The Prior Program Manager Received $5,055.34 from Overstating Receipt 

Amounts 
 

The prior Program Manager requested more than the receipt/payment amount for 15 receipts 

creating an overpayment of $5,055.34.  Four receipts were partially or fully refunded and the 

original receipts were submitted to P&A and reimbursed from the Communication Fund.  A review 

of the prior Program Manager’s credit card statements verified the refunds on the credit card 

totaling $4,475.30.  One refund was a printer that was returned two days after the purchase date 

and three related to airfare.   

 

Ten receipts submitted and reimbursed by P&A from the Communication Fund were overstated.  

This was verified based on a review of the prior Program Manager’s credit card statements and 

contact with the company’s named on the receipts.  The overpayment totaled $549.29.  An 

example is a car rental, where the request to P&A totaled $222 and the credit card statement 

verified payment of $34.688 which created an overpayment of $187.32.  

 

The final receipt was reimbursed from the NC Flex Operations Fund when the prior Program 

Manager was reimbursed $30.75 for a shuttle fee.  A review of the prior Program Manager’s credit 

card statements verified this was refunded to the credit card. 

 

1.7 The Prior Program Manager Received Reimbursement for 68 transactions from 

the Communication Fund with Inadequate Support. 
 

Invoices submitted to P&A by the prior Program Manager were not always supported by receipts 

or receipts were inadequate to determine if the purchase was to promote, market, or communicate 

the benefits of the NC Flex program.  An invoice submitted to P&A would include the total and 

date requested.  Attached would be a list of each receipt which included the date, vendor name, 

category, and amount of each receipt.  The list and actual receipts were attached to the invoice and 

mailed to P&A for reimbursement.   

 

P&A was paid $70,100 to maintain the Communication Fund from January 2012 to January 2016.  

The P&A Chief Executive Officer and the Chief Financial Officer stated they were only the 

bookkeepers and paid any item requested or submitted by the prior Program Manager.  Therefore, 

P&A did not compare receipts to the list for completeness; or add up the list for accuracy. Two 

lists did not equal the amount on the invoice and 68 transactions had inadequate support.  The 

review identified: 

 

 47 receipts lack sufficient information totaling $5,873.81; 

 17 receipts were illegible totaling $791.03; and 

                                                 
8 This amount is included in Section 1.3 of this report. 
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   4 receipts missing totaling $486.47. 

 

The prior Program Manager were reimbursed for all these items because they were listed on the 

invoice submitted to P&A.  The OSBM investigative team could not determine if the $7,151.31 

reimbursed to the prior Program Manger were legitimate NC Flex expenses.   

 

RECOMMENDATION 

We recommend N.C. OSHR: 

 

1. Seek restitution from the prior Program Manager for the amount misappropriated. 

 

2. Transfer all the Communication Fund under the custody of P&A and deposit the Fund with 

the State Treasurer. 

 

3. Establish a non-reverting fund code for the Communication Fund monies. 

 

4. Implement internal controls, including but not limited to: written policies and procedures 

surrounding the use of Communication Fund; and appropriate review and approval of 

Communication Fund prior to spending.   

 

5. Educate employees on the Communication Fund policies and procedures. 

 

6. Develop a written policy and a method for employees to report suspected fraud, waste and 

abuse. 
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2. NC FLEX EMPLOYEES MISAPPROPRIATED $4,396.07 FROM COMMUNICATION 

FUND AND NC FLEX OPERATIONS FUND 
 

The prior Program Manager obtained credit cards from Chase Bank for all permanent current and 

prior NC Flex employees and only the prior Program Manager was financially responsible for the 

credit card charges.  All NC Flex employees called this card the “business credit card” and stated the 

business credit card was to be used for only business expenses and all business credit card receipts 

had to be provided to the prior Program Manager.  The prior Program Manager would include these 

receipts in the invoices submitted to P&A for reimbursement from the Communication Fund.  The 

current and prior N.C. OSHR Senior Management were unaware of the business credit card being 

used by NC Flex employees.  The use of the business credit card occurred from July 2012 to April 

2014. The prior Program Manager retrieved the business credit card from all NC Flex employees 

when the prior OSHR Senior Management responsible for oversight of the NC Flex program retired.  

None of the current or prior NC Flex employees could provide an explanation as to why the credit 

card was needed but all stated it was to be used only for NC Flex business. 

 

Through interviews and a review of the business credit card statements, it was identified that three of 

the four NC Flex employees used the business credit card and the total charges on each business 

credit card is shown in Table 10.  The results of this review identified three employees used the 

business credit card for overnight travel and were reimbursed for these 

amounts on an approved travel reimbursement voucher paid from the 

NC Flex Operations Fund.  All three employees stated the Fund would 

be paid back to the prior Program Manager once the travel 

reimbursements or travel advances were received; however, evidence 

of payback could not be verified for all charges.  Employee 1 could not 

provide evidence that $4,324.66 was paid back and Employee 2 could 

not provide evidence that $71.41 was paid back once the travel 

vouchers were reimbursed (see section 2.1 and 2.2, respectively, for 

details).   

 

Employee 3 used the business credit card for business related charges totaling $1,986.55, two food 

charges totaling $16.38 and a magazine subscription annual cost of $49.  All these items were paid 

back after the employee was reimbursed for travel.  One business related charge was a hotel in 

Rocky Mount for the annual benefits conference in April 2014 for which Employee 3 provided a 

cancelled check issued to the prior Program Manager for $142.82, the full amount.   Included in the 

balance of $1,843.73 was airfare, hotel, and taxi cab costs for a conference in San Antonio, Texas in 

April 2013.  Employee 3 provided a cancelled check issued to the prior Program Manager for 

$1,945.71 which was greater than the travel, food charges, and magazine subscription.   

 

Employee 4 did not activate the business credit card since they preferred to use their personal credit 

card for any business related expenses. 

 

General Statute in § 14-100 and § 143-58.1 addresses obtaining property by false pretense or for 

personal use, respectively, as follows: 

 

“If any person shall knowingly and designedly by means of any kind of false pretense 

whatsoever, whether the false pretense is of a past or subsisting fact or of a future 

Table 10 

Business Credit Card Activity 

July 2012 to April 2014 

Employee Charges 

Employee 1 $8,170.97 

Employee 2 5,470.91 

Employee 3 9,647.91 

Employee 4 0.00 

Total Charges $23,289.79 
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fulfillment or event, obtain or attempt to obtain from any person within this State any 

money, goods, property, services, chose in action, or other thing of value with intent to 

cheat or defraud any person of such money, goods, property, services, chose in action or 

other thing of value, such person shall be guilty of a felony…” 

 

It shall be unlawful for any person, by the use of the powers, policies or procedures 

described in this Article or established hereunder, to purchase, attempt to purchase, procure 

or attempt to procure any property or services for private use or benefit. 

 

The North Carolina State Budget Manual, Section 5, outlines requirements for travel including 

lodging, meals and mileage reimbursement which can be seen in Appendix A along with other 

laws and rules.  

 

 

2.1 Employee 1 Misappropriated $4,324.66 from Communication Fund and NC Flex 

Operations Fund 
 

Table 11 shows Employee 1’s expenses paid with the business credit card, Communication Fund 

credit card or items paid by the prior Program Manager.  Employee 1 stated the prior Program 

Manager approved all the transactions in Table 11.  Repayment could not be verified for many of 

the transactions in Table 11.  Employee 1 stated she only deals in cash and would have paid these 

items back to the prior Program Manager with cash after reimbursed on travel vouchers or 

receiving a travel advance.  However, Employee 1 provided one cancelled check issued to the prior 

Program Manager for $368.38 

to repay hotel costs in 

Statesville, Pembroke, New 

Bern, and Manteo, North 

Carolina in September 2012.  

In November 2015, the OSBM 

investigative team requested 

Employee 1 to provide copies 

of bank statements showing 

cash withdrawals for 

repayment.  On May 11, 2016, 

Employee 1 provided bank 

statements that identified cash 

withdrawals totaling $2,940 

and stated the money was 

given to the prior Program 

Manager for repayment which 

is included in Table 11, but the 

OSBM investigative team 

could not verify the prior 

Program Manager received this 

money.  

 

 

Table 11 

Purchases Related to Employee 1  

July 2012 through September 2014 

 Type 

Business 

Credit 

Card 

Prior 

Program 

Manager’s 

Credit 

Card 

NC 

Communication 

Fund Credit 

Card Balance 

Meals $821.21     $821.21 

Gas 735.44     735.44 

Hotel 2,615.25   $89.07 2,704.32 

Taxi Cab Fares 40.10   27.00 67.10 

Airfare   $925.60 231.60 1,157.20 

Conference Registration   695.00   695.00 

Computer 928.70     928.70 

Cell Phone 459.73     459.73 

Cell Phone Accessories 37.34     37.34 

Other 27.00     27.00 

Repayment1    (3,308.38) 

Total $5,664.77 $1,620.60 $347.67 $4,324.66 

1. Only $368.38 was verified via cancelled check.  The balance was cash withdrawals 

document on bank statements and the OSBM investigative could not verify the cash 

was provided to the prior Program Manager. 
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Business Travel Transactions 

 

Employee 1 had 27 business credit card charges for hotel, meals, gas, and taxi cab fares while in 

overnight travel status totaling $2,691.67.  In addition, the prior Program Manager paid for a 

conference registration ($695) and airfare ($462.80) to Las Vegas, Nevada in November 2013.  

The Local P&A Representative used the Communication Fund credit card to pay for a hotel 

($89.07) in Blowing Rock, North Carolina in September 2014 and airfare ($231.60) to Fort 

Lauderdale, Florida in August 2012, and taxi cab fare in Las Vegas ($27).  These receipts were 

included in Employee 1’s travel voucher for reimbursement.  The Local P&A Representative 

stated the prior Program Manager may have told her to book the Fort Lauderdale airfare and pay 

for the hotel room in Blowing Rock, North Carolina for Employee 1.  Table 12 shows overnight 

travel status transactions total $4,197.14.  Employee 1 provided one 

cancelled check issued to the prior Program Manager for $368.38 

to repay four hotel costs in September 2012.  Employee 1 provided 

bank statements with cash withdrawals totaling $2,940 as evidence 

of repayment. The OSBM investigative team could not verify the 

cash withdrawals were provided to the prior Program Manager and 

could not match the withdrawals to specific expenses. 

 

One trip to Las Vegas, Employee 1 received a travel advance 

($2,376) at the end of October 2013, which covered all the costs 

associated with this trip (travel voucher total $2,284.82).  

Employee 1 explained the advance was needed since Employee 1 

did not have a personal credit card.  Employee 1 later stated the hotel bill was placed on the 

business credit card and the prior Program Manager approved it because “it would be a great 

expense coming out of my personal account”.  A total of $2,178.13 of travel expense was charged 

on the business credit card, the prior Program Manager’s credit card or the Communication Fund.  

Employee 1 provided a bank statement showing a $1,500 withdrawal on November 1, 2013, as 

evidence for repayment9 (included in Table 11) and Employee 1 flew to Las Vegas on November 

2, 2013.  In addition, the conference sponsor verified Employee 1 was not charged the conference 

registration fee ($695).  The receipt in the travel reimbursement voucher had the prior Program 

Manager’s credit card number.  A review of the Chase Bank credit card statements verified there 

were no charges for the conference registration fee on the prior Program Manager’s credit card.   

 

A trip on September 9, 2014 to Blowing Rock, North Carolina, a hotel bill for $89.07 was charged 

on the Communication Fund’s credit card.  Employee 1 stated “this was an honest mistake”.  

Employee 1 explained, sometimes the Local P&A Representative will book hotel rooms and hold 

the room under the Communication Fund’s credit card.  Employee 1 forgot to switch out the credit 

card number upon arriving at the hotel causing the issue. 

 

While at a NC Flex event in Greensboro (the SEANC Convention), Employee 1 took Vendors out 

to dinner at Bonefish Grill charging $75.84 on the business credit card.  Employee 1 stated the 

prior Program Manager told Employee 1 to take out the Vendors.  The prior Program Manager was 

reimbursed from the Communication Fund for this transaction and Employee 1 received the meal 

per diem for this dinner. 

 

                                                 
9 The OSBM Investigative team could not verify this cash withdrawal was provided to the prior Program Manager. 

Table 12 

Overnight Travel Status 

Transactions 

 Type Total 

 Gas  $321.91 

 Meal  359.86 

 Hotel  2,058.87 

 Airfare  694.40 

 Taxi Cab Fares 67.10 

 Registration  695.00 

 Total $4,197.14 
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Employee 1 had lunch with the Local P&A Representative six times totaling $192.70 on the 

business credit card which the Communication Fund reimbursed the prior Program Manager.  

Employee 1 stated these were business lunches and the prior Program Manager approved all the 

lunches.  A Temporary NC Flex Employee corroborated that the prior Program Manager approved 

these lunches and the Temporary NC Flex Employee stated they attended some of these lunches 

which were always after shopping for training supplies (snack food and drinks).  In addition, 

$141.52 was spent on meals for other NC Flex Employees per statements made by Employee 1. 

 

There were three transactions for gas totaling $179.07 and two transactions for meals totaling 

$59.87 related to travel to Charter and Secondary Schools to discuss joining the NC Flex program.  

Employee 1 stated the prior Program Manager approved the use of the business credit card since 

this was business.  N.C. OSHR policy requires all State travel to be submitted on a travel voucher 

for reimbursement from the NC Flex Operations Fund.  It is unknown why this policy was 

circumvented. 

 

Other Transactions 

 

There were 32 items charged to Employee 1’s business credit card that are not related to business 

travel totaling $2,973.10 and one airfare purchased on the prior Program Manager’s credit card for 

$462.80. 

 

Employee 1 stated the prior Program Manager approved the purchase of two cell phones and cell 

phone accessories ($497.07), a laptop computer ($928.70) (so Employee 1 could work at home), 

and agreed to pay $60 per month for September and October cell phone costs.  A review of the 

documents submitted to P&A for reimbursement to the prior Program Manager identified 

$3,584.80 of Employee 1’s cell phone invoices, annual history printouts, or computer screen 

prints.   Employee 1 provided documentation that verified $733.29 for cell phone service cost in 

September, October and November 2013 were used to offset charges on Employee 1’s business 

credit card transactions.  Employee 1 provided no explanation for the remaining cell phone 

invoices which the prior Program Manager had submitted to P&A for reimbursement from the 

Communication Fund.  The current and prior N.C. OSHR Senior Management informed the 

OSBM investigative team that no employees were approved for personal cell phone 

reimbursements or for purchasing cell phones since there was a State term contract for obtaining 

business cell phones and cell phone service.   

 

There were 13 transactions totaling $1,041.35 which coincided with Employee 1’s vacation taken 

in May 2013 and April 2014.  The first vacation occurred May 17 through 19, 2013 totaling 

$571.44 which included hotel, meals, gas and a rental item.  Employee 1 stated the prior Program 

Manager authorized the personal use and provided bank statement documents with cash 

withdrawals on June 3, 2013 of $400 and June 4, 2013 of $200 as repayment10 which is included in 

Table 11.  The second vacation occurred April 16 through 18, 2014.  Employee 1 recorded leave 

time for April 17, 2014 and April 18, 2014 was a State holiday. Employee 1 stated this was for a 

meeting with Cape Fear Community College and the prior Program Manager approved the use for 

lodging.  As mentioned earlier in this report, all State travel was to be submitted on a travel 

voucher and paid with OSHR Operations Fund.  This policy was circumvented by using the 

Communication Fund to pay for these expenses.  The third hotel receipt ($71.41) is for a Saturday 

                                                 
10 The OSBM investigative team could not verify this money was provided to the prior Program Manager. 
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night stay in Rocky Mount, North Carolina on April 12, 2014.  Employee 1 explained this was for 

a speaker at a NC Flex conference held in Rocky Mount.  The conference started April 9, 2014 and 

ended April 11, 2014.   

 

The prior Program Manager paid for airfare to Las Vegas, Nevada for Employee 1’s Fiancé 

totaling $462.80, which was submitted to P&A for reimbursement from the Communication Fund.  

Employee 1 stated the prior Program Manager did pay for this airfare and forgave the balance.  See 

Section 4.1 for more information on Las Vegas airfare paid on behalf of Vendors’ and their 

spouses.  

 

 

2.2  Employee 2 Misappropriated $71.41 from NC Flex Operations Fund 
 

Employee 2 submitted one hotel receipt for $71.41 on their travel voucher that was charged on the 

business credit card for a trip to Rocky Mount, North Carolina.  This trip corresponds to the 2014 

Annual Benefits Conference.  Employee 2 received reimbursement for $71.41 from the NC Flex 

Operations Fund.  In addition, the prior Program Manager was reimbursed from the 

Communication Fund for this receipt.  Employee 2 stated the $71.41 was not paid back to the prior 

Program Manager because the prior Program Manager stated “don’t worry about it.”   

 

RECOMMENDATION 

We recommend N.C. OSHR: 

 

1. Seek restitution from Employee 1 and Employee 2 for the amount misappropriated. 
 

2. Take appropriate disciplinary action against Employee 1. 
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3. EMPLOYEE 1 OBTAINED $86.30 FOR A DUPLICATE TRAVEL VOUCHER  

 
Employee 1 submitted a travel reimbursement voucher for local mileage traveled in March 2012.  

This travel reimbursement voucher used the IRS rate of $0.555 per mile and the total amount 

reimbursed was $126.74.  These trips did meet the requirement for using the IRS rate.  The second 

travel reimbursement voucher submitted in June 2012 was identical to the March 2012 travel 

reimbursement voucher with exception to the mileage rate, which was $0.30 per mile.  The total of 

the June travel voucher was $86.30, which was used to offset an outstanding travel advance of 

$88.04 which is required to be addressed before June 30 of each year.  Both travel vouchers were 

reviewed and approved by the prior Program Manager and the prior N.C. OSHR Senior 

Management. 

 

Employee 1 explained how this was an error and would be willing to make repayment for any errors. 

 

RECOMMENDATION 

We recommend N.C. OSHR require Employee 1 to pay back $86.30 for the duplicate travel voucher. 
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4. QUESTIONABLE COST TOTALS $20,550.90 AND THE MAJORITY BENEFITED 

VENDORS AND NC FLEX EMPLOYEES  
 

Communication Funds were spent on Vendors, which included lunch and dinner meetings, 

transportation costs to conferences including Vendor family member’s travel cost, Vendor mileage 

reimbursement in Raleigh, and computers purchased for Vendors totaling $11,732.27.  The lunch 

meals were mainly with the Local P&A Representative and NC Flex employees (see Section 4.1, for 

more information). 

 

NC Flex employees benefited from the use of Communication Fund by purchasing food for staff and 

other office meetings, to stock food and drink items in a kitchen area for NC Flex employees totaling 

$6,332.69 (see Section 4.2 for more information), and paying for a retirement dinner and retirement 

party totaling $777.96 (see Section 4.3 for more information).  

 

Finally, P&A’s decision to deposit the Communication Fund in a non-interest bearing account that 

charged monthly service fees cost the State $1,686.98 and a late payment on the credit card triggered 

interest and a late fee of $21 (see Section 4.4 for more information). 

 

The North Carolina State Budget Manual Section 5.9.2 outline requirements and limitations for 

informal meetings and can be found in Appendix A. 

 

 

4.1 Vendor Representatives Receive Benefits from the Communication Fund Totaling 

$11,732.27 

 

Communication Funds were used for meals, 

travel expenses, mileage reimbursement, and 

computer purchases for the benefit of Vendor 

Representatives.  There were 40 transactions as 

shown in Table 13 and NC Flex employees 

participated in many of the meal transactions.   

 

P&A Group 

 

The Local P&A Representative explained how 

the Communication Fund’s credit card was only 

in the Representative’s possession and items were 

purchased at the request of the prior Program 

Manager or NC Flex employees.  The credit card 

statement was mailed to P&A’s New York office 

and a copy was sent to the Local P&A 

Representative, who would attach receipts and submit it back to the P&A New York office for 

payment.  Upon review of these statements, there was no review or approval by any NC Flex 

employee.   

 

The Local P&A Representative’s airfare, hotel, taxi, meals, and parking costs were charged to the 

Communication Fund’s credit card for a trip to Las Vegas, Nevada related to a conference.  Also, 

Table 13 

Vendor Transactions 

  
P&A 

Group 

Multiple 

Vendors 

Pierce 

Insurance 

Airfare $952.20    $925.60  

Hotel 1,216.07    906.30  

Conference 

 

  899.00  

Taxi Cab 98.30      

Parking 60.00      

Meals in travel 344.30      

Meals in Raleigh 120.26   $71.63   

Mileage 398.42  

 

  

Computer 1,442.35      

Vendor Dinners 

 

$4,297.84    

Total $4,631.90  $4,369.47  $2,730.90  
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P&A issued a check from the Communication Fund to reimburse the Local P&A Representative’s 

spouse airfare to Las Vegas, Nevada.  The 13 transactions related to Las Vegas totaled $1,843.04.  

The Local P&A Representative stated the prior Program Manager requested the Representative to 

attend the conference and approved all of the transactions. 

 

There was airfare to Hollywood, Florida, to attend a conference totaling $231.60 which was 

initially paid by P&A for the Local P&A Representative.  The Local P&A Representative 

explained how they had to cancel the trip and the prior Program Manager asked if the ticket could 

be transferred to an N.C. OSHR temporary employee, which could not be done.  The Local P&A 

Representative stated they did not ask to be reimbursed for this ticket; however, P&A transferred 

the cost of this ticket from the Communication Fund to their P&A bank account based on a hand 

written note on the Southwest confirmation “-per Pani- reimb P&A out of Comm fund”.  The 

Local P&A Representative stated the prior Program Manager was going to pay for the costs related 

to this conference just like the Las Vegas conference since the prior Program Manager requested 

the Representative to attend the conference. 

 

The Local P&A Representative used the Communication Fund’s credit card for: hotel at Train the 

Trainer in Lake Lure ($171.86) and at the 2013 spring training conference ($223.24).  The contract 

with P&A requires a representative to attend NC Flex education training and conferences to 

provide information about the benefit program they are providing to State employees. 

 

Meals were also purchased on the Communication Fund’s credit card during Train the Trainer 

travel.  There were five charges totaling 280.93 and only two of the charged receipts included 

names of participates. The Oceanic in Wrightsville Beach ($82.56) included a 32% tip which is 

considered excessive.  There were two NC Flex employees participating in this meal and the cost 

attributed to the Local P&A Representative is $32.85 since it includes the excessive amount of the 

tip11   The other meal which list participants was the Outback Steakhouse in Lumberton ($60.17).  

There was one NC Flex employee participating in this meal and the cost attributed to the Local 

P&A Representative is $30.08.  The remaining three charges do not document participants or the 

purpose of the meal, therefore the full amount is attributed to the Local P&A Representative since 

P&A had sole control over the use of this credit card and responsibilities for accounting for the use 

of the credit card.  The total attributed to the Local P&A Representative is $201.13 for meals 

related to Train the Trainer travel. 

 

The Communication Fund’s credit card was used to pay for lunches for the Local P&A 

Representative and NC Flex employees while meeting in Raleigh.  The OSBM investigative team 

could not verify the number of meals purchased since the documentation was not itemized.  The 

Local P&A Representative did note on the credit card statement what the meeting was for and 

sometimes, who attended.  Seven lunches noted “vendor meeting” on the credit card statement and 

the receipt noted N.C. OSHR Employee 1 for all meetings and for two meetings, a NC Flex 

Temporary Employee also participated.  These meals totaled $275.69.  All the individuals 

receiving the meal confirmed the prior Program Manager approved these meal purchases.  In 

addition, the NC Flex Temporary Employee explained when Employee 1 and the NC Flex 

Temporary Employee would pick up food for training, it was common for the prior Program 

Manager to approve lunch meals and if the Local P&A Representative was with them it was paid 

on the Communication Fund’s credit card.  The North Carolina State Budget Manual’s travel 

                                                 
11 A reasonable tip is 20%. 
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policies do not allow the use of State Funds for business meetings12.  Since NC Flex employees 

participated, only $120.26 is attributed to the Local P&A Representative 

 

The Local P&A Representative requested mileage reimbursement related to purchases made on 

behalf of the Communication Fund.  The request was in an email to the prior Program Manager for 

$210.70 for March 2013 to November 2013 and $187.72 for April 2012 to March 2013.  There 

was no supporting documentation and the Local P&A Representative stated the prior Program 

Manager questioned why the Local P&A Representative never submitted mileage. The Local P&A 

Representative determined mileage by reviewing the credit card statements to see where purchases 

were made and used MapQuest to determine the amount of miles driven.   

 

There was no written contract between P&A and N.C. OSHR for the administration of the 

Communication Fund.  There was an email between Employee 1 and the Local P&A 

Representative agreeing to an administration fee and the services that will be provided, which 

included managing the Communication Fund.  Also, interviews with the Local P&A 

Representative stated the administration fee was to manage the Communication Fund general 

ledger and credit card which was in the sole possession of the Local P&A Representative. 

 

The Communication Fund paid for two computers used by P&A employees.  A MacPro computer 

and software were purchased for $1,442.35 for a P&A employee in New York to use to edit the 

enrollment guide.  This computer is still in the possession of P&A.  A Toshiba computer was 

purchased in February 2013 by the Local P&A Representative, which they stated was approved by 

the prior Program Manager since the P&A computer issued to the Local P&A Representative did 

not have a flash drive due to the sensitive nature of data obtained by P&A related to HIPPA laws.  

In addition, the prior Program Manager provided the Local P&A Representative with a new 

Toshiba computer in March 2015.  The Local P&A Representative returned both computers to 

N.C. OSHR during the time of this investigation.  

 

Vendor Dinners and Lunches 

 

 NC Flex employees confirmed business lunches and dinners with Vendor Representatives were 

approved by the prior Program Manager.  Vendor dinners were held twice a year in 2012, 2013, 

and 2014.  These dinners were either to prepare for an upcoming annual conference or lessons 

learned at the end of the year.   All Vendor 

Representatives were invited to the dinner, which 

included NC Flex employees.  The six dinners are 

shown in Table 14 and the number of attendees 

were identified on the receipt for five of the 

dinners.  Also, one receipt was itemized and 

included the purchase of alcohol totaling $41. 

 

There was a lunch with multiple Vendor 

Representatives charged on the Communication 

Fund’s credit card totaling $71.63 and the Local 

P&A Representative was there with three NC 

                                                 
12 State Budget Manual Section 5 can be seen in Appendix A 

Table 14 

Vendor Dinners 

Location Date Amount Attendees 

Lake Lure 9/10/2012  $323.19  15 

Louisburg 11/7/2012 893.01 Unknown 

Cary 4/10/2013 1,528.76 30 

Lake Lure 9/10/2013 495.70 15 

Raleigh 1/7/2014 746.25 15 

Lake Lure 9/8/2014 310.93 14 

Total  $4,297.84    
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Flex employees13.  The Local P&A Representative stated the prior Program Manager approved the 

charges. 

 

Pierce Insurance 

 

The Communication Fund paid $2,730.90 for a Pierce Insurance’s Representative and their spouse 

to travel to a conference in Las Vegas, Nevada.   The conference registration ($899) and the airfare 

($925.60) were paid by the prior Program Manager and submitted to P&A for reimbursement from 

the Communication Fund.  The hotel costs ($906.30) were charged to the Communication Fund’s 

credit card.  Airfare included the cost of the Pierce Insurance’s Representative and their spouse’s 

ticket.  The Local P&A Representative in possession of the Communication Fund’s credit card 

stated the prior Program Manager approved the use of the credit card to pay for the Pierce 

Insurance’s Representative hotel cost. 

 

 

4.2 Food and Other Questionable Purchases Benefiting NC Flex Employees Total $6,332.69 

 

Table 15 shows questionable items purchased with the 

Communication Fund.  The Body Composition Analyzer is 

a machine that provides a comprehensive muscle and fat 

diagnosis.  The prior Program Manager maintained 

possession of this machine until it was delivered to Pierce 

Insurance in the Spring of 2015, just before the prior 

Program Manager retired.  The Pierce Insurance 

Representative did not understand why the machine was 

provided to them since Pierce Insurance did not pay 

$5,449.25 for this machine.  This machine was returned to 

N.C. OSHR. 

 

The prior Program Manager and NC Flex Employee 1 purchased bagels, donuts and other food 

items for staff meetings on the “business credit card”.  Employee 1 informed the OSBM 

investigative team that the prior Program Manager instructed Employee 1 to purchase these items 

for the meetings.  The prior Program Manager submitted $188.98 of receipts to P&A for 

reimbursement from the Communication Fund. 

 

An NC Flex Temporary Employee verified a kitchen was maintained in the NC Flex Temporary 

Employee’s office.  Employees verified a coffee maker, coffee, water, sugar, and other items were 

purchased on the business card for the kitchen.  The OSBM investigative team identified $289.15 

of food type items purchased and $127.07 for a coffee maker.  These items were purchased by NC 

Flex Employee 1, NC Flex Employee 3, and the prior Program Manager.  Employees stated the 

prior Program Manager approved these purchases.  All these receipts were submitted to P&A for 

reimbursement from the Communication Fund. 

 

                                                 
13 Employee 1, Employee 2, and a temporary employee. 

Table 15 

Questionable Purchases 

Item Amount 

Body Composition Analyzer $5,449.25 

Staff Meeting Food 188.98 

Kitchen Items 416.22 

Sympathy Flowers  222.92 

Pizza Lunch 55.32 

Total $6,332.69 
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In October 2014, sympathy flowers totaling $222.92 was sent to a funeral home in Huntington 

Beach, CA for the passing of the current N.C. OSHR Senior Management’s parent.  The current 

N.C. OSHR Senior Management was unaware that State funds were used for this purchase. 

 

In October 2012, NC Flex hired two interns.  A pizza party was held for the two individuals at the 

completion of their internship.  NC Flex Employee 2 purchased the pizzas for $55.32 on the 

business card and the prior Program Manager submitted this receipt to P&A for reimbursement.  

NC Flex Employee 2 stated NC Flex Employee 1 authorized this purchase and NC Flex Employee 

1 stated it was not uncommon to have pizza when N.C. OSHR employees leave. 

 

 

4.3 Communication Fund Used for Prior Program Manager’s Retirement Totaling $777.96 

 

The prior Program Manager retired effective April 1, 2015 and a retirement party was held at the 

State Employees’ Credit Union and a separate dinner was held for Vendors. The Communication 

Fund’s credit card was used for all the items discussed below.  The North Carolina State Budget 

Manual, Section 5.8.5 states: “A department cannot use State Funds to support or underwrite a 

rally, celebration, reception, employee appreciation activity, or similar function.”  See Appendix A 

for this policy 

 

A retirement dinner was hosted by N.C. OSHR and vendors were invited to attend.  The prior 

Program Manager and family member’s dinners totaling $131.37 were paid on the Communication 

Fund’s credit card.  Vendor meals were not paid with the Communication Fund.  This expenditure 

was approved by the current N.C. OSHR Senior Management. 

  

The Communication Fund’s credit card was used to purchase a Disney Animal picture frame with 

a mat and colored pens used to sign the mat ($78.97) as a retirement gift for the prior Program 

Manager.  Also, $567.62 was spent at Walmart on food for the retirement party.  

 

All the expenditures associated with the retirement of the prior Program Manager were approved 

by the current N.C. OSHR Senior Management. 

 

 

4.4 P&A Incurs Monthly Bank Service Fees, and Credit Card Late Fees and Interest 

totaling $1,707.98 

 

Communication Funds were deposited with M&T Bank in April 2012 in a separate account.  This 

account was closed December 2015, and the balance was deposited with the State Treasurer.  The 

average monthly balance was $1,124,746.47 from April 2012 to December 2015.  The Bank charged 

$1,686.98 in monthly service fees during this period.  This fee could have been avoided if the 

Funds were deposited with the State Treasurer or offset if the funds were in an interest-bearing 

account.     

 

P&A paid the December 2013 credit card statement late which triggered a $19 late fee and $2 

interest fee.  P&A has the sole responsibility for the use of the credit card and payment for the 

credit card statement.  The statement is not provided to N.C. OSHR for review and approval. 
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RECOMMENDATION 

We recommend N.C. OSHR: 

 

1. Seek restitution from Vendors for questionable amounts paid on behalf of the Vendor. 

 

2. Train employees on requirements within the North Carolina State Budget Manual on use of 

State Funds for meetings, retirements, and vendor expenses. 
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5. NONCOMPLIANCE WITH STATE AND INTERNAL POLICY  
 

NC Flex was noncompliant with several laws, rules, State policies, and internal policies.  The prior 

Program Manager was able to circumvent several procurement requirements since the culture 

surrounding the Communication Fund was “this is vendor money”.   Below is a summary of issues 

identified. 

 

The prior Program Manager had an informal agreement with Pierce Insurance to pay $7,500 to 

$10,000 for an “equipment fund”.  The Vendor would purchase items at the request of NC Flex 

employees.  Some items included small promotional items, iPads, tablets, and computers. Another 

Vendor paid the prior Program Manager’s travel expenses for a conference out of State.  These items 

totaled $42,683.18 and are a violation of Governor Perdue’s Executive Order 24 and General Statute 

§ 133-32 on regulated gifts and favors from contractors or anticipated contractors which is included 

in Appendix A.  See Section 5.1 for more information. 

 

P&A received $81,550 in additional fees for services included in the contract.  Services included: 

development of the annual enrollment guide; branding and developing communication pieces such 

as posters, brochures, flyers, payroll stuffers, and participant forms, and NC Flex Newflash 

newsletter.  See Section 5.2 for more information. 

 

A private employment service was used to hire friends and family to work at the State fair or 

assisting NC Flex employees during training.  This process circumvented N.C. OSHR policy 

requiring the use of Temporary Solutions for all temporary employment needs.  The total paid to the 

private employment service was $29,775.18.  See Section 5.3 for more information. 

 

P&A provided additional services to NC Flex outside the contract requirements.  These services and 

costs included overseeing the Communication Fund and providing assistance during training 

sessions.  The total cost of these services was $87,250.  OSHR did not seek competition for these 

services.  North Carolina Administration Code and OSHR internal policies require three informal 

quotes be obtained for any purchase of services which is included in Appendix A. See Section 5.4 

for more information. 

 

P&A was responsible for making payments from the Communication Fund on behalf of NC Flex.  

P&A could not provide supporting documentation for 16 credit card transactions and there was 

inadequate support for 31 other transactions.  P&A’s Chief Executive Officer and Chief Financial 

Officer stated they were only the bookkeeper for the Communication Fund and not responsible for 

approving transactions submitted to them for payment by the prior Program Manager.  P&A would 

process any item for payment based on email from the Local P&A Representative. This includes the 

additional services P&A provided to NC Flex without issuing an invoice for those services.  See 

Section 5.5 for more information. 

 

NC Flex purchased $11,733.07 in gift cards.  The OSBM investigative team could not determine 

how these gift cards were used since there were no internal controls surrounding the purchase, 

distribution, or use of these gift cards.  NC Flex employees explained that gift cards were purchased 

for two reasons, giveaway items and purchasing food for lunches during training sessions.  In 

addition, there was no standard practice for giving away gift cards at training.  One employee 
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explained how they would provide the gift card to anyone who was nice to them during the training 

session. See section 5.6 for more information. 

 

The prior Program Manager and Local P&A Representative circumvented laws when using a private 

business for mailing services.  General Statute §143-341(8)(g) requires State agencies to use the 

State Mail Service Center for postage needs.  The prior Program Manager spent $446.48 at a private 

postage business.  Most of these costs related to overnight mailings to P&A. The Local P&A 

Representative spent $81.59.  See section 5.7 for more information. 

 

The prior Program Manager provided gifts to many N.C. OSHR employees and the Local P&A 

Representative.  These items included computers, iPads, and massage and Starbucks gift cards.  

Receipts were identified in the invoices submitted to P&A by the prior Program Manager for 

reimbursement from the Communication Fund, which are included in Section 1.3 of this report.  See 

section 5.8 for more information.   

 

 

5.1 Vendors Paid $42,683.18 for NC Flex Travel and Other Items that Benefit the NC Flex 

Program 

 

Governor Perdue’s Executive Order 24 Regarding Gifts to State Employees states “no State 

employee should be permitted to accept gifts or favors from contractors working or seeking to 

work with the employee’s agency…”  and General Statute § 133-32 prohibits gifts from 

contractors or anticipated contractor (See Appendix A for these requirements).  There were two 

vendors that were purchasing items for the benefit of the prior Program Manager and the NC Flex 

program.  The prior Program Manager and NC Flex employees were responsible for the 

administration of all the contracts for the NC Flex Benefits program.   

 

Pierce Insurance does not have a contract with the NC Flex program but does maintain a call 

center for the North Carolina State Health Plan and has approached N.C. OSHR about operating a 

call center for the NC Flex program.  Any NC Flex vendor is required, by contract, to participate in 

NC Flex education trainings, conferences, and benefit fairs.  To meet this contract requirement, 

three Vendors hired Pierce Insurance to attend the NC Flex trainings, conferences, and fairs to 

explain their products. 

 

Over the past seven years Pierce Insurance has been paying for items at the request of the prior 

Program Manager.  NC Flex employees explained how Pierce Insurance agreed to spend $7,500 

annually to purchase items for NC Flex.  This amount increased to $10,000 in 2011.  The prior 

Program Manager or NC Flex employees would contact Piece Insurance about purchasing items as 

shown in Table 16, on the next page.   Many of these items were promotional/giveaway items. 

These items were either picked up at the store by a NC Flex employee or shipped to N.C. OSHR 

location with a few exceptions as follows. 

   

 Two individuals were paid for setting up ($1,100) and providing DJ services ($200) at the 

Human Benefits Representative Conference in 2012.  The DJ was Employee 1’s brother 

and the individual assisting with the Conference set up was Employee 1’s ex-boyfriend. 

 Six Apple iPads were purchased by the Local P&A Representative with the 

Communication Fund credit card.  Pierce Insurance issued a check for $3,043 to reimburse 
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the Communication Fund for these items which was deposited into the Communication 

Fund bank account.   

 Two Microsoft Surface ($859.76) tablets were shipped to Employee 1’s home address.  

Employee 1 stated they do not remember getting the tablets. 

 Legal fees ($826) were paid to a lobbyist on behalf of the prior Program Manager.  The 

prior Program Manager met the lobbyist during lunch to discuss obtaining pay raises for 

NC Flex employees per the Pierce Insurance Representative. 

 Three Apple iPads ($1,155) were shipped to the prior Program Manager’s home address.   

 Seven Samsung Galaxy Tablets ($1,268.99) were shipped to the prior Program Manager’s 

home address. 

 Three laptops were shipped to the prior Program Manager’s home address. This occurred 

within one month before the prior Program Manager retired. 

 

 
Table 16 

Gifts From Pierce Insurance 

Date Item Amount Date Item Amount 

1/21/2009 American Artwork $2,237.75 3/11/2011 Gift Certificate  $300.00 

3/2/2009 The Inlet Inn Beaufort 300.00 10/14/2011 10 Kindles 790.00 

3/2/2009 Beaufort Grocery Gift Card 80.00 11/2/2011 4 Apple iPod Shuffles 198.77 

8/3/2009 Umbrellas and Blankets 5,100.72 12/22/2011 2 Apple IPads 1,044.06 

9/28/2009 30 Walmart Gift Cards 720.00 2012 Gift Certificate 75.00 

10/5/2009 The Inlet Inn Beaufort 346.43 2012 Gift Certificate 350.00 

2/8/2010 Totes and Blankets 2,001.63 3/1/2012 DJ for music at conference 200.00 

2/15/2010 Travel Mugs 2,225.32 3/1/2012 Assist with conference setup 1,100.00 

2010 Beaufort Grocery Gift Card 80.00 8/21/2012 Umbrellas 3,163.15 

2010 The Inlet Inn Beaufort 300.00 6/15/2012 Popcorn machine 200.00 

7/23/2010 Stadium Cups 435.78 10/8/2012 6 Apple IPads 3,043.00 

7/23/2010 Pocket Coolies 815.29 8/20/2013 Cooler Bags 2,993.93 

7/23/2010 Square Key Rings 526.41 10/3/2013 7 Galaxy Tablets 1,268.99 

8/20/2010 Square Key Rings 250.49 12/12/2013 2 Microsoft Surface Tablets 859.76 

8/20/2010 Roll up Fleece Blankets 587.37 2/25/2013 1000 Pens 446.90 

10/29/2010 Hospitality Suite 820.12 2/11/2014 Legal Fees 826.00 

2/24/2011 250 Round Coolers  1,477.79 7/2/2014 3 Apple IPads 1,155.00 

1/27/2011 300 Pocket Coolies 298.08 3/18/2015 3 Laptops 1,601.22 

7/21/2011 4 iPads & 25 iPods  3,374.63 Total   $41,593.59 

 

The prior Program Manager allowed United Concordia to pay for transportation and lodging costs 

to attend the Harvard Dental Leadership Forum held in Boston, Massachusetts.  A United 

Concordia Representative confirmed paying the airfare directly $337.20 and issuing a check for 

$752.39 to the prior Program Manager for hotel and meal costs.  This trip took place on October 

14, 2014, through October 16, 2014.  The current N.C. OSHR Senior Management explained how 

the prior Program Manager approached him about a free training and did not disclose United 

Concordia was paying for this trip.  The prior Program Manager requested work time to attend the 

training, which was approved.  No travel authorization was needed since there was no cost to the 

State.   
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5.2 P&A Received $81,550 in Additional Fees for Services Included in Contract 

Requirements 

 

P&A’s Cost Proposal Detailed list of Items for Cost Proposal Concerning Attachment F, section 2h 

“Marketing”, lists P&A responsibilities related to marketing the NC Flex program which included: 

 

 Development of Enrollment Guide; 

 Development and distribution of claims kits; 

 Branding and developing communication pieces such as: posters, brochures, flyers, payroll 

stuffers, participant forms; 

 Informational videos; and 

 NC Flex Newflash newsletter. 

 

P&A was paid an additional $81,550 for developing and editing the enrollment guide, flyers, 

posters, and post cards.  Items included: 

 

 $77,650 related to the development of or edits to the enrollment guide over four years; 

 $900 for two flyers for the Halifax Enrollment Fair; 

 $250 for a post card advertisement; and 

 $2,750 for a Sensible Savings information card.  

 

In addition, the Communication Fund paid for a computer provided to a P&A Representative in 

New York to use for development and editing the enrollment guide.  The cost of this computer is 

included in Section 4.1. 

 

 

5.3 Private Temporary Employment Business Used to Hire Friends and Relatives 

 

A private employment agency was used from August 2012 through October 2013 by NC Flex to 

assist with Train the Trainer sessions, office administration work, and staffing the State Fair booth. 

This private employment agency was paid with the Communication Fund.  The current and prior 

N.C. OSHR Senior Management was unaware an outside agency was being used to hire temporary 

employees since NC Flex was required to use OSHR Temporary Solutions for this purpose.  In 

addition, Executive Order 4 requires agencies to use Temporary Solutions for all temporary 

employment needs effective February 27, 2013. 

 

NC Flex Employee 1 explained how this process worked since they were responsible for oversight.  

The prior Program Manager requested NC Flex Employee 1 and the Local P&A Representative 

identify individuals to hire as temporary employees and have them sign up at the private 

employment agency.  The prior Program Manager would approve the rate for these temporary 

employees.  NC Flex Employee 1 and/or the Local P&A Representative were responsible for 

signing off on the temporary employees’ timesheets.  Table 17, on the next page, show the 

individuals hired, the hourly rate, and their relationship with NC Flex employees or the Local P&A 

Representative.   

 

One issue with the use of a private employment service, it allowed the prior Program Manager to 

circumvent N.C. OSHR policy requirements that Temporary Solutions employees can only work 
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11 consecutive months (See Appendix A for this policy).  NC Flex used Temporary Solutions to 

hire an office assistant.  The Temporary Solution employee was told by the prior Program 

Manager to sign up with the private employment agency, which allowed the individual to continue 

employment by assisting at the North Carolina State Fair Booth in 2012 and working from home 

the other weeks.   

 

 

The other issue related to the temporary employees working the State fair booth was a lack of 

internal controls. There was no process in place to monitor temporary employee’s attendance at the 

State fair booth.  The Temporary Solutions employee that worked the State Fair in 2012 stated 

many of the temporary employees wandered off into the State Fairgrounds instead of staying at the 

booth.  

 

NC Flex Employee 1 and/or the Local P&A Representative set the schedule for the temporary 

employees at the State Fair and would approve the timesheets for the temporary employees. 

 

The strategy was to have two six hour shifts and two individuals working each shift. In addition, 

the prior Program Manager allowed the temporary employees to add 30 minutes to their timesheets 

to cover the cost of parking.  This means the maximum an individual should bill is 13 hours per 

day, if they worked all day, and the maximum the private employment business should bill for a 

day would be 26 hours (two people at the booth).  During 2012, the private employment agency 

billed over 26 hours, 8 of the 11 days the fair was open.  The total hours billed for those 8 days 

ranged from 29.50 to 40.50 hours per day.   Neither NC Flex Employee 1 and/or the Local P&A 

Table 17 

Private Employment Agency 

Temporary 

Employee 

Number 

Hourly 

Rate 

2012 

Hourly 

Rate 

2013 

Total 

Earnings 
Responsibility Relationship 

4995 $21.37    $2,206.46  - 2012 Train the Trainer Sessions OSHR Employee 1’s daughter 

5525 21.37    1,025.76  - 2012 State Fair Booth 
Local P&A Representative’s 

Friend 

1970 21.37  $30.00  4,446.96  
- 2012 and 2013 State Fair Booth 

- Oct./Nov. 2012 unknown 

OSHR Employee 1’s ex-

boyfriend daughter 

2116 24.23  30.00  4,950.40  - 2012 and 2013 State Fair Booth 
Local P&A Representative’s 

bother-in-law 

7790 25.65  30.00  4,977.00  
- 2012 and 2013 State Fair Booth 

- Sept. 2013 unknown 

Local P&A Representative’s 

friend 

6162   30.00  1,096.50  
- Oct 2012 unknown 

- 2013 State Fair Booth 

Friend of Temporary Employee 

Number 1970 

8672 17.10    4,104.00  
- 2012 State Fair Booth 

- Oct./Nov. 2012 administrative work 

OSHR Temporary Solution 

Employee 

8317 28.50    1,011.75  - 2012 State Fair Booth Ex-State HR employee 

6893 28.50    726.75  - 2012 State Fair Booth 
OSHR Temporary Solution 

Employee 

8517   30.00  5,070.00  - 2013 Train the Trainer Sessions OSHR Employee 1’s friend 

8255   19.95  159.60  - 2013 unknown 
Prior Program Manager’s 

acquaintance 

Total     $29,775.18   
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Representative could provide a reason why the additional hours were required or how they 

validated hours worked before approving timesheets.  

 

The final issue with use of the private employment agency, it allowed nepotism since Employee 

1’s daughter signed up and work directly with Employee 1 at Train the Trainer events.  Employee 

1 was responsible for all the Train the Trainer events.  Employee 1 explained that she did not sign 

off on the daughter’s timesheet and the prior Program Manager approved the daughter to work 

though the private employment agency.  N.C. OSHR policy on nepotism does not allow for a 

family member to supervise another member of the employee’s immediate family (See Appendix 

A for this policy). 

 

 

5.4 OSHR Noncompliance with Contract Policies and Rules 

 

P&A provided additional services to NC Flex outside the contract requirements.  These services 

and costs were approved by the prior Program Manager or NC Flex Employee 1.  The total cost of 

these services was $87,250. North Carolina’s General Statute and the North Carolina 

Administration Code require seeking competition and documenting agreements for services.  In 

addition, N.C. OSHR internal policies require services between $2,500.01 and $10,000 to obtain 

three informal quotes.  In addition, best business practices recommend to document the agreement 

between parties to describe the level of service, service expectations, and service costs.   N.C. 

OSHR did not document their efforts to seek competition for services and there was no formal 

agreement between N.C. OSHR and P&A for administration of the Communication Fund, which 

cost N.C. OSHR $70,100 from March 2012 to December 2015.   

 

Administration of the Communication Fund 

 

P&A received $70,100 for maintaining the Communication Fund for 46 months and did not have a 

contract in place for this service.  P&A submitted an addendum for this work but N.C. OSHR 

never executed the addendum.  In an email dated February 14, 2012, between NC Flex Employee 1 

and the Local P&A Representative the agreed upon cost for this service was $15,000 annually and 

responsibilities included: 

 

 Accounting needs: 

o Maintain communication fund; 

o Billing vendors for communication per participant; and 

o Pay invoices on an as needed basis. 

 Communication needs: 

o Editing/layout of enrollment guide; and 

o Layout of NC Flex NewsFlash; 

 

Under P&A’s cost proposal in Section 2h of the contract, it includes development of NC Flex 

enrollment guide and NC Flex NewsFlash newsletter. 

 

P&A would transfer $1,250 monthly from the Communication Fund to their bank account for these 

services.  In 2013, the monthly amount increased to $1,600, for which there was no documentation 

justifying or approving this increase.   
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The lack of a contract may have led to the limited bookkeeping services performed by P&A.  

Examples included: 

 Credit card transactions were recorded monthly as a lump sum.  The Local P&A 

Representative was not consistently recording on the statement or receipt the purpose of the 

charge.  

 Hard copy financial reports only provided to prior Program Manager and not to N.C. 

OSHR Senior Management. 

 Limited to no invoices for services paid to P&A.  

 Additional costs associated with the Local P&A Representative’s time spent and mileage 

reimbursement when purchasing items on the Communication Fund’s credit card14. 

 

Assistance with Train the Trainer 

 

The Local P&A Representative provided assistance to NC Flex for Train the Trainer site changes, 

registration and contracting for catering.  These services were provided in 2012, 2013, and 2014 at 

a cost of $17,150.  There were no formal agreements documenting expectation or hourly rate.  

Documentation provided for these services included emails between the Local P&A 

Representative, the prior Program Manager or NC Flex Employee 1.  These emails were for 

approval after providing services which were approved by the prior Program Manager or NC Flex 

Employee 1.  The emails included a calendar, which the Local P&A Representative documented 

hours, a summary of total hours, and the hourly rate charged.  The rate charged increased every 

year starting at $40 per hour in 2012, $50 per hour in 2013 and $65 per hour in 2014.   

 

 

5.5 Sixty-five Transactions Paid by P&A from the Communication Fund had missing or 

inadequate supporting documentation. 

 

P&A was responsible for making payments from the Communication Fund on behalf of NC Flex.  

P&A could not provide supporting documentation for 16 credit card transactions and there was 

inadequate support for 31 transactions.   

 

P&A’s Chief Executive Officer and Chief Financial Officer stated they were only the bookkeeper 

for the Communication Fund and not responsible for approving transactions submitted to them for 

payment by the prior Program Manager.  P&A would process any item for payment based on an 

email from the Local P&A Representative including additional services P&A provided to NC Flex 

without issuing an invoice for those services.  These issues are discussed below. 

 

Communication Fund Credit Card Statements 

The Local P&A Representative maintained possession of the Communication Fund’s credit card 

and was the only individual making charges on this card.   The Communication Fund’s Credit Card 

was used from August 2012 to December 2015.  The Local P&A Representative was responsible 

for maintaining all credit card receipts, matching them to the statement, and submitting the 

supported statements to the P&A headquarters in New York.  The New York office was 

responsible for paying the credit card statement with the Communication Fund.  As mentioned in 

                                                 
14 The Local P&A Representative was the only individual in possession of this credit card. 



Findings and Recommendations 

43 

 

Section 4.4 one payment was late incurring interest and late fees.  There were 42 credit card 

statements during this time period and 20 statements were missing receipts or did not have an 

itemized receipt, just the charge slip.  Details of missing or inadequate documentation were: 

 

 P&A could not provide receipts for 16 charges totaling $1,896.05; 

 P&A did not provide itemize receipts for 27 charges totaling $6,454.51; and 

 P&A provided four receipts that were not legible totaling $1,579.89. 

 

Sound bookkeeping practices dictate all receipts accompany a credit card statement to allow for a 

review of the statement against actual receipts for completeness.  In addition, P&A was paying this 

statement without any NC Flex employee reviewing and approving the charges.  This internal 

control over the credit card should have been in place since the Local P&A Representative made 

all purchases, matched the receipts to the credit card statement, and authorized payment. The Local 

P&A Representative stated the prior Program Manager did not want to review the statements.   

 

Finally, there were automatic payments on the Communication Fund’s credit card for an annual 

Adobe subscription and Office 365 Home software for the prior Program Manager. The Local 

P&A Representative did not cancel these payments after the prior Program Manager retired that 

totaled $126.73. 

 

Electronic Transfers   

 

Sound business practices dictate invoices should be received for all bills paid and those invoices 

should be matched to a contract, or purchase order prior to payment.  P&A processed 18 

transactions totaling $29,054.67 that lacked adequate supporting documentation.  All these 

transactions were services P&A rendered or reimbursement to the Local P&A Representative.  

Only once did P&A issued an invoice for $1,968.75; however, that invoice did not include the 

prior Program Manager’s approval.   

   

It is unknown why P&A did not create invoices for the other 13 transactions related to additional 

services rendered and four items requested for reimbursement.   All but one of these transactions 

were approved by the prior Program Manager via email.  The transactions that did not have 

invoices issued by P&A were: 

 

 Five emails ($5,800) describing service for a flat fee to develop Halifax Mall flyers, 

Sensible Savings post cards, enrollment edits; 

 Two paper calendars ($15,590) with hour worked and hourly rate for Train the Trainer  

 Two paper calendars for updating forms at $250 each; 

 One email ($1,560) for Train the Trainer site changes and getting supplies; 

 One project approval form ($840) to update the Human Benefits Representatives contact 

list; 

 One email ($1,350) to update the Human Benefits Representatives contact list; and 

 One P&A request to transfer fund slip ($250) for developing an October conference ad 

which did not have the prior Program Manager’s approval on the slip. 

 

NC Flex employees verified services were performed by P&A for the 13 services transactions 

discussed above.  In addition, the Local P&A Representative requested reimbursement for mileage, 
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airfare, and cash tips.  There were no invoices or travel type voucher submitted for these items as 

listed below. 

 

 Two emails ($398.12) to reimburse the Local P&A Representative for mileage to get 

supplies, gift cards, and giveaways from April 2012 to November 2013.  The Local P&A 

Representative explained how the mileage was estimated based on purchases throughout 

the year.  This is included in Section 4.1 of this report. 

 One email ($400) for tips to hotel workers for which there was no supporting 

documentation. 

 One email ($397.80) for airfare reimbursement which did not have the receipt for the 

airfare.  This is included in Section 4.1 of this report. 

 

Altered Invoice 

 

There was one invoice which totaled $2,500 issued by PGUMC Senior High Youth Group for 

assembling goodie bags used as giveaways at trainings and conferences.  The invoice had a 

handwritten “per [prior program managers name] pay $4,000”.  This was not signed by the prior 

Program Manager and there was no email from the prior Program Manager approving this 

payment.  An attached email from the United Concordia Representative, sent to the Local P&A 

Representative explained why the invoice increased from $2,000 charged the year before to $2,500 

this year.  The United Concordia Representative was the liaison and not a member of this Church; 

however; an AON Representative is a member of this church and this group started providing this 

service when AON administered the Communication Fund. 

 

The Local P&A Representative stated “[prior program manager’s name] said to give raises because 

the youth group had been putting together the bags for years”.  Therefore, $1,500 more was paid 

rather than the total invoice amount of $2,500.    

 

 

5.6 Gift Cards Used to Purchase Food and Giveaway totaling $11,733.07 

 

Gift cards were purchased for two reasons, giveaway items and lunch food purchases during 

training sessions.  Interviews with NC Flex Employees were inconsistent on who controlled the 

gift cards and what gift cards were used for giveaways.  All employees and the Local P&A 

Representative confirmed gift cards in the amount of $10 to $25 were given away to individuals 

during training sessions which were typically Walmart or Starbucks gift cards and food was 

purchased using Jersey Mikes or Papa John’s gift cards for lunches during training sessions.  There 

were many internal control issues surrounding the use of gift cards including:  

 

 There was no one person within NC Flex responsible for the control of the gift cards. 

 Any NC Flex employee could call the Local P&A Representative to purchase gift cards. 

 There was no tracking system for the purchase and use of the gift cards. 

 Receipts were not required to be turned in after use of a gift card. 

 Physical security of the gift cards was sporadic and only the gift cards in the possession of 

NC Flex Employee 1 were secured in a locked file draw.    

 There was no standard procedure to give gift cards away at training sessions. 
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From December 2012 to June 2015 there were 42 Jersey Mikes gift cards purchased valued at 

$2,325 and at least 4215 Papa John’s gift cards purchased valued at $5,150.  At the time of issuing 

this report N.C. OSHR had 14 Jersey Mikes and Papa John’s gift cards in their possession totaling 

$818.68. 

 

In addition, other gift cards were purchased by the Local P&A 

Representative on the Communication Fund’s credit card.  

From August 2012 through June 2015, $10,517.80 was spent 

on gift cards, which included service fees of $512.80.  Table 

18 shows the type and number of gift cards purchased.  Not 

included in Table 18 is a Starbucks’ purchase at $204.27.  

There was no receipt, and Starbucks does not charge a service 

charge when purchasing gift cards.  The Local P&A 

Representative stated this purchase was gift cards for Train the 

Trainer giveaways. 

 

There were a few large gift cards purchased which included: 

one Master Card purchased for $120; one American Express 

Card for $100; and three Master Cards purchase for $100.  All 

NC Flex employees confirmed $100 gift cards were not given 

away.   

 

In addition, during this review the Local P&A Representative 

return numerous gift cards to N.C. OSHR.  The Local P&A Representative did not explain why 

they were in possession of these gift cards.  Because of the lack of internal controls, the OSBM 

investigative team was unable to verify who or how these gift cards were used; however, NC Flex 

Employee 1 stated restaurant gift cards were never given away.  The restaurant gift cards in Table 

18 were issued for $25 each.   

 

There was no standard process in place to give away gift cards at training sessions.  NC Flex 

Employee 3 stated “I would give the card to whoever was nice to me”.   

 

At the time of issuing this report N.C. OSHR had 35 various gift cards totaling $575.61 in their 

possession.  

 

Finally, the prior Program Manager purchased 27 gift cards and the receipts were submitted to 

P&A for reimbursement from the Communication Fund as shown in Table 19 on the next page.  

The OSBM investigation team was unable to verify the purpose of these gift card purchases. 

                                                 
15 Thirteen receipts did not denote the number of gift cards purchased and receipts varied from $100 to $900.  Each 

receipt was counted as one gift. 

Table 18 

Gift Card Purchased on 

Communication Fund’s Credit 

Card 

Type Number 

Walmart 184 

Starbucks 110 

Master Card 74 

Visa 35 

American Express 16 

Target 12 

Brinker 6 

Shell Gas 2 

Olive Garden 2 

Subway 1 

Outback Steakhouse 1 

Applebee’s 1 

 Total 444 
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Table 19 

Gift Cards Purchased by Prior Program Manager 

Type of Gift Card Quantity Amount Service Fee 

State Credit Union-Visa 3 $150.00 $3.00 

State Credit Union-Visa 3 100.00 3.00 

State Credit Union-Visa 2 150.00 2.00 

State Credit Union-Visa 3 100.00 3.00 

Starbucks 5 50.00 

 Best Buy 2 100.00 

 Sam's Club 5 250.00 

 Amazon-Kindle 2 50.00 

 Walmart 2 50.00 

  Total 27 $1,000.00 $11.00 

 

 

5.7 Private Postage Services was used Costing $446.48 

 

General Statue §143-341(8)(g) requires State agencies to use the State Mail Service Center for 

postage needs.  The prior Program Manager circumvented this law when using a private postage 

business.  There were 31 packages mailed to P&A and one package to Winston Salem State 

University totaling $288.87.  In addition, there were three receipts totaling $49.47 with an 

unknown shipping location since the receipts did not include an address.  A FedEx receipt totaled 

$34.75 and a certified mail receipt totaled $4.42.  Finally, postage stamps, packing supplies and 

envelopes were purchased totaling $26.55. Additionally, the Local P&A Representative used the 

Communication Fund’s Credit Card to purchase postage services for a total of $81.59. Three 

packages sent to P&A in Buffalo, NY totaled $41.43, a package for DOT in Spindale, North 

Carolina, totaled $16.72, and $23.44 spent on postage stamps and envelopes.  

 

 

5.8 Prior Program Manager Provided Gifts to N.C. OSHR Employees and Local P&A 

Representative Paid from the Communication Fund 

 

The prior Program Manager provided gifts to many N.C. OSHR employees and the Local P&A 

Representative.  Receipts were identified in the invoices submitted to P&A by the prior Program 

Manager for reimbursement from the Communication Fund.  N.C. OSHR employees informed 

the OSBM investigative team of the gifts listed below (these are included in Section 1.3). 

 

 Employee 1 received: 

o Computer (this is in addition to the computer identified in Section 2) 

o Starbucks gift card at Christmas 

o Massage gift card at Christmas 

 Employee 2 received: 

o Computer  

o Massage gift card at Christmas 

o iPad 

 Employee 3 
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o No gifts 

 Employee 4 

o Computer shipped to employee’s home 

o Massage gift card at Christmas 

o iPad 

 NC Flex Temporary Employee 

o Massage gift card upon leaving employment 

 Prior N.C. OSHR Senior Management 

o Massage gift card for retirement gift 

 Local P&A Representative 

o iPad 

o Computer (returned to OSHR) 

 

In addition, the prior Program Manager provided cell phones to Employee 3 and 4 since they did 

not own a cell phone.  The prior Program Manager was financially responsible for the service cost 

associated with these phones (These items are included in Section 1.3). 

 

RECOMMENDATION 

 
We recommend N.C. OSHR: 

 

1. Execute agreements for all outside services provided by Vendors in conformance with 

State and internal requirements. 

 

2. Cease purchasing gift cards for food purchase and giveaway at conferences, trainings, and 

benefit fairs. 

 

3. Develop a tracking system for all remaining gift cards and usage of the cards. 

 

4. Educate N.C. OSHR Employees on ethics and Governor Purdue’s Executive Order 24 and 

the use of State Funds as specified in the State Budget Manual. 
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The following are the pertinent General Statues, rules, and policies that were used for this 

investigation. This is not an all inclusion listing.  

 

GENERAL STATUTE 
 

§ 14-100. Obtaining property by false pretenses. 

(a) If any person shall knowingly and designedly by means of any kind of false pretense 

whatsoever, whether the false pretense is of a past or subsisting fact or of a future 

fulfillment or event, obtain or attempt to obtain from any person within this State any 

money, goods, property, services, chose in action, or other thing of value with intent to 

cheat or defraud any person of such money, goods, property, services, chose in action or 

other thing of value, such person shall be guilty of a felony: Provided, that if, on the trial of 

anyone indicted for such crime, it shall be proved that he obtained the property in such 

manner as to amount to larceny or embezzlement, the jury shall have submitted to them 

such other felony proved; and no person tried for such felony shall be liable to be 

afterwards prosecuted for larceny or embezzlement upon the same facts: Provided, further, 

that it shall be sufficient in any indictment for obtaining or attempting to obtain any such 

money, goods, property, services, chose in action, or other thing of value by false pretenses 

to allege that the party accused did the act with intent to defraud, without alleging an intent 

to defraud any particular person, and without alleging any ownership of the money, goods, 

property, services, chose in action or other thing of value; and upon the trial of any such 

indictment, it shall not be necessary to prove either an intent to defraud any particular 

person or that the person to whom the false pretense was made was the person defrauded, 

but it shall be sufficient to allege and prove that the party accused made the false pretense 

charged with an intent to defraud. If the value of the money, goods, property, services, 

chose in action, or other thing of value is one hundred thousand dollars ($100,000) or more, 

a violation of this section is a Class C felony. If the value of the money, goods, property, 

services, chose in action, or other thing of value is less than one hundred thousand dollars 

($100,000), a violation of this section is a Class H felony. 

(b) Evidence of nonfulfillment of a contract obligation standing alone shall not establish the 

essential element of intent to defraud. 

(c) For purposes of this section, "person" means person, association, consortium, corporation, 

body politic, partnership, or other group, entity, or organization. 

 

§ 14-234. Public officers or employees benefiting from public contracts; exceptions. 

(a) (1) No public officer or employee who is involved in making or administering a contract 

on behalf of a public agency may derive a direct benefit from the contract except as 

provided in this section, or as otherwise allowed by law. 

(2) A public officer or employee who will derive a direct benefit from a contract with the 

public agency he or she serves, but who is not involved in making or administering the 

contract, shall not attempt to influence any other person who is involved in making or 

administering the contract. 

(3) No public officer or employee may solicit or receive any gift, favor, reward, service, or 

promise of reward, including a promise of future employment, in exchange for 

recommending, influencing, or attempting to influence the award of a contract by the 

public agency he or she serves… 
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 § 14-90. Embezzlement of property received by virtue of office or employment.  
(a) This section shall apply to any person:  

(1) Exercising a public trust.  

(2) Holding a public office.  

(3) Who is a guardian, administrator, executor, trustee, or any receiver, or any other 

fiduciary, including, but not limited to, a settlement agent, as defined in G.S. 45A-3.  

(4) Who is an officer or agent of a corporation, or any agent, consignee, clerk, bailee or 

servant, except persons under the age of 16 years, of any person.  

(b) Any person who shall:  

(1) Embezzle or fraudulently or knowingly and willfully misapply or convert to his own 

use, or  

(2) Take, make away with or secrete, with intent to embezzle or fraudulently or 

knowingly and willfully misapply or convert to his own use, any money, goods or 

other chattels, bank note, check or order for the payment of money issued by or 

drawn on any bank or other corporation, or any treasury warrant, treasury note, bond 

or obligation for the payment of money issued by the United States or by any state, or 

any other valuable security whatsoever that (i) belongs to any other person or 

corporation, unincorporated association or organization or (ii) are closing funds as 

defined in G.S. 45A-3, which shall have come into his possession or under his care, 

shall be guilty of a felony.  

(c) If the value of the property described in subsection (b) of this section is one hundred 

thousand dollars ($100,000) or more, the person is guilty of a Class C felony. If the value 

of the property is less than one hundred thousand dollars ($100,000), the person is guilty 

of a Class H felony. 

 

§ 133-32. Gifts and favors regulated. 

(a) It shall be unlawful for any contractor, subcontractor, or supplier who: 

(1) Has a contract with a governmental agency; or 

(2) Has performed under such a contract within the past year; or 

(3) Anticipates bidding on such a contract in the future  

to make gifts or to give favors to any officer or employee of a governmental agency who is 

charged with the duty of: 

(1) Preparing plans, specifications, or estimates for public contract; or 

(2) Awarding or administering public contracts; or 

(3) Inspecting or supervising construction.  

It shall also be unlawful for any officer or employee of a governmental agency who is charged 

with the duty of: 

(1) Preparing plans, specifications, or estimates for public contracts; or 

(2) Awarding or administering public contracts; or 

(3) Inspecting or supervising construction willfully  

to receive or accept any such gift or favor. 

(b) A violation of subsection (a) shall be a Class 1 misdemeanor. 

(c) Gifts or favors made unlawful by this section shall not be allowed as a deduction for 

North Carolina tax purposes by any contractor, subcontractor or supplier or officers or 

employees thereof. 
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(d) This section is not intended to prevent a gift a public servant would be permitted to 

accept under G.S. 138A-32, or the gift and receipt of honorariums for participating in 

meetings, advertising items or souvenirs of nominal value, or meals furnished at 

banquets. This section is not intended to prevent any contractor, subcontractor, or 

supplier from making donations to professional organizations to defray meeting expenses 

where governmental employees are members of such professional organizations, nor is it 

intended to prevent governmental employees who are members of professional 

organizations from participation in all scheduled meeting functions available to all 

members of the professional organization attending the meeting. This section is also not 

intended to prohibit customary gifts or favors between employees or officers and their 

friends and relatives or the friends and relatives of their spouses, minor children, or 

members of their household where it is clear that it is that relationship rather than the 

business of the individual concerned which is the motivating factor for the gift or favor. 

However, all such gifts knowingly made or received are required to be reported by the 

donee to the agency head if the gifts are made by a contractor, subcontractor, or supplier 

doing business directly or indirectly with the governmental agency employing the 

recipient of such a gift. 

 

§ 143-58.1. Unauthorized use of public purchase or contract procedures for private benefit. 

(a) It shall be unlawful for any person, by the use of the powers, policies or procedures 

described in this Article or established hereunder, to purchase, attempt to purchase, 

procure or attempt to procure any property or services for private use or benefit.  

(b) This prohibition shall not apply if: 

(1) The department, institution or agency through which the property or services are 

procured had theretofore established policies and procedures permitting such 

purchases or procurement by a class or classes of persons in order to provide for the 

mutual benefit of such persons and the department, institution or agency involved, or 

the public benefit or convenience; and 

(2) Such policies and procedures, including any reimbursement policies, are complied 

with by the person permitted thereunder to use the purchasing or procurement 

procedures described in this Article or established thereunder.  

(c) A violation of this section is a Class 1 misdemeanor. 

 

§143-341(8)(g) To establish and operate a mail service center that shall be used by all State 

agencies other than the Division of Employment Security (DES) of the Department of 

Commerce, and in connection therewith and in the discretion of the Secretary, to do all things 

necessary in connection with the maintenance of the mail service center. The Secretary shall 

allocate and charge against the respective departments and agencies their proportionate parts of 

the cost of the maintenance of the mail service center. The Secretary shall develop a plan for the 

efficient operation of the center that meets the needs of State agencies, ensures timely delivery of 

mail, and ensures no loss of federal funds. 
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NORTH CAROLINA ADMINISTRATION CODE 
 

Title 1, Chapter 5, Subchapter B .0301 CONTRACTING REQUIREMENTS  
Except where a waiver, special delegation, exemption, or an emergency purchase is permitted by 

rule, all purchases involving the expenditure of public funds made by universities and other 

agencies for commodities, services and printing, not covered by statewide term contracts, shall 

comply with the following delegations and procedures:  

(1) Small Purchases: A small purchase is defined as the purchase of commodities, services or 

printing, not covered by a term contract, involving an expenditure of public funds of five 

thousand dollars ($5,000) or less. The executive officer of each agency, or his designee, 

shall set forth, in writing, purchasing procedures for making small purchases. The using 

agency shall award contracts for small purchases. The SPO may require a copy of the small 

purchase procedures be sent to the Division of Purchase and Contract.  

(2) Purchases Governed by General Delegation or Statute:  

(a) For purchases made by a university or agency involving an expenditure of public funds 

over five thousand dollars ($5,000), up to the benchmark established for a university 

under the provisions of G.S. 116-31.10, and up to the general delegation limit for 

agencies established by the SPO under the provisions of G.S. 143-53(a)(2):  

(i) Competition shall be solicited;  

(ii) Solicitation documents requesting or inviting offers shall be issued;  

(iii) Solicitation documents shall include standard language, including terms and 

conditions as published by the Division of Purchase and Contract on its home 

web page, unless prior written approval is obtained from the Division for unusual 

requirements. If additional terms and conditions are used, they shall not conflict 

with the Division's standard terms and conditions, unless prior written approval 

is obtained from the Division for unusual requirements; and  

(iv) Mailing lists, if available from the Division of Purchase and Contract, may be 

requested and used in addition to mailing lists maintained by the university or 

agency for the purpose of soliciting competition.  

(b) Agencies and universities shall advertise their solicitations through the Division of 

Purchase and Contract for the following purchases:  

(i) Agencies: For purchases involving an expenditure of public funds exceeding ten 

thousand dollars ($10,000), up to the general delegation limit for an agency 

established by the SPO under the provisions of G.S. 143-53(a)(2);  

(ii) Universities: For purchases involving an expenditure of public funds exceeding 

twenty-five thousand dollars ($25,000), up to the benchmark established for a 

university under the provisions of G.S. 116-31.10.  

Agencies and universities may advertise solicitations on smaller dollar purchases through the 

Division of Purchase and Contract. 

 

Title 1, Chapter 5, Subchapter B.1510 The purchasing power of the state or the agency shall 

not be used for private advantage or gain. Purchases under contracts made by the state or the 

agency, except those in accordance with G.S. 143-58.1 shall not be allowed for personal use out 

of private funds nor shall agencies place orders for articles for ownership by employees or other 

individuals. 
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NORTH CAROLINA STATE BUDGET MANUAL 
5.0.1 Purpose  
Statutory regulations for per diem, transportation, and subsistence allowances for state 

departments, agencies, boards, commissions, committees, and councils are contained in G.S. 

138-5, 138-6, and 138-7. It is the intent of this section to provide statements of policy to enable 

state departments and agencies a comprehensive reference for uniform interpretation to pay or 

reimburse allowable state travel expenses pertaining to official travel and subsistence.  

 

5.0.2 Employee Responsibility  
An employee traveling on official state business is expected to exercise the same care in 

incurring expenses that a prudent person would exercise if traveling on personal business and 

expending personal funds. Excess costs, circuitous routes, delays, or luxury accommodations and 

services unnecessary, unjustified, or for the convenience or personal preference of the employee 

in the performance of official state business are prohibited. The State has authorized the use of 

credit cards (American Express and Diner’s Club) for employees during travel on official state 

business. These cards are distributed at the discretion of the department head. Employees will be 

responsible for unauthorized costs and any additional expenses incurred for personal preference 

or convenience. Employee misuse of state-issued credit cards is grounds for termination. 

Pursuant to G.S. 138-6(c), requests for reimbursement shall be filed within 30 days after the 

travel period ends for which the reimbursement is being requested.  

 

5.0.3 Official State Business  
These policies are intended to apply only to those state employees or other persons on official 

state business. Official state business occurs when the State employee or other person is traveling 

to attend approved job related training, work on behalf of, officially represent, or provide a state 

service upon the State’s request. Travel that would not directly benefit the State will not be 

reimbursable. 

 

5.1.2 Subsistence Rates  
Subsistence is an allowance related to lodging and meal costs (including gratuities) (G.S. 138-6). 

For the purposes of determining eligibility for allowances, travel status means being away from 

the employee's normal duty station or home and, while traveling, the employee must be acting in 

his/her official capacity as required by his/her work activities. 

 

5.1.5 Authorization for Lodging  
Prior written approval by the department head or his or her designee must be obtained in order to 

qualify for reimbursement for overnight stays. Supervisory personnel certifying the 

reimbursement request as necessary and proper must require documentation from the traveler to 

substantiate that the overnight lodging was necessary and accomplished. The travel must involve 

a travel destination located at least 35 miles from the employee's regularly assigned duty station 

or home, which-ever is less, to receive approved reimbursement. "Duty station" is defined as the 

location where the employee is assigned. The designation of an employee's home as the duty 

station requires the approval of the department head. 
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5.1.7 Excess Lodging  
Excess lodging authorization for in-state, out-of-state, and out-of-country travel must be obtained 

in advance from the department head or his or her designee. Excess lodging is allowed when the 

employee is in a high cost area and unable to secure lodging within the current allowance, or 

when the employee submits in writing an opinion that his/her personal safety or security is 

unattainable within the current allowance. Excess lodging authorization is not allowed for reason 

of convenience or personal preference for the employee. The employee may exceed the part of 

the ceiling allocated for lodging without approval from department head of his or her designee 

provided that the total lodging and food reimbursement does not exceed the maximum daily 

subsistence. 

 

5.1.10 Authorization for Meals  
Prior written approval by the department head or his or her designee must be obtained in order to 

qualify for reimbursement for meals. Supervisory personnel certifying the reimbursement request 

as necessary and proper must require documentation from the traveler to substantiate that the 

payment for meals was necessary and accomplished. 

 

5.1.11 Reimbursement for Meals  

Each employee is responsible for his or her own request for reimbursement. Tips for meals are 

included in the meal allowance. Each meal reimbursement rate must be listed on the 

reimbursement request. Departure and arrival times must also be listed on the reimbursement 

request. The costs of meals included in other related activities (registration fees, conference 

costs, hotel registration, etc.) may not be duplicated in reimbursement requests. An employee 

may be reimbursed, if requested, for breakfast even if their lodging establishment offers a free 

continental breakfast. 

 

5.1.12 Meals during Overnight Travel  

A state employee may be reimbursed for meals, including lunches, while on official state 

business when the employee is in overnight travel status. The destination must be located at least 

35 miles from the employee's regularly assigned duty station (vicinity) or home, whichever is 

less, to receive approved reimbursement. 

 

5.1.17 Excess Meals  
No excess reimbursement will be allowed for meals unless there are predetermined charges, or 

the meals were for out-of-country travel. The department head or his or her designee may grant 

excess subsistence for meals for out-of-country travel. 

 

5.1.26 Transportation by Personal Vehicle (effective January 2015) 
Actual mileage is reimbursable. Mileage is measured from the closer of duty station or point of 

departure to destination (and return). The business standard mileage rate set by the Internal 

Revenue Service (57.5 cents per mile effective January 1, 2015)16 will be paid. Parking fees, 

tolls, and storage fees are reimbursable when the required receipts are obtained. A state 

employee shall be reimbursed the business standard mileage rate set by the Internal Revenue 

Service when using their personal vehicles for state business when the round trip does not exceed 

100 miles or when a state-owned vehicle is not available. However, if a state employee chooses 

                                                 
16 The IRS rate was 55.5, 56.5 and 56 cents per mile in calendar year 2012, 2013 and 2014, respectively. 
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to use a personal vehicle when a state-owned vehicle is available, all departments and agencies 

will reimburse the employee at the motor fleet rate for mileage of 30 cents per mile. 

 

5.1.27 Transportation by a Rental Vehicle (effective January 2012 – July 2015) 
Rental vehicles may be used; however, rental vehicles are not to be used at state expense solely for 

the convenience or personal preference of the employee. A receipt is necessary for reimbursement. 

No reimbursement will be made for rental insurance purchased because state employees are covered 

under the State’s auto insurance program. However, reimbursement for automobile rental insurance 

will be permitted for individuals engaged in state business during travel to international destinations. 

 

5.8.5 Requirements and Limitations for Internal Conferences  
• The conference is planned in detail in advance, with a formal agenda or curriculum.  

• There is a written invitation to participants, setting forth the calendar of events and the 

detailed schedule of costs.  

• No excess travel subsistence may be granted for internal departmental meetings, 

conferences, seminars, etc., and such meetings must be held in state facilities when 

available. No registration fee may be charged.  

• Sponsoring departments may provide refreshments for "coffee breaks" provided there are 

twenty or more participants and costs do not exceed four dollars and fifty cents ($4.50) per 

participant per day.  

• A department cannot use State funds to provide promotional or gift items to be distributed 

at the conference.  

• A department cannot use State funds to support or underwrite a rally, celebration, 

reception, employee appreciation activity, or similar function.  

• A department cannot use State funds to support or underwrite a meeting, assembly, 

conference, seminar, or similar function by whatever name called that promotes any cause 

or purpose other than the mission and objective of the department. 

 

 

5.9.2 Requirements and Limitations for informal meetings  
State employees who are elected by a vote of the people or appointed by the governor, the 

president of The University of North Carolina, the chancellors of the constituent institutions of 

the university, the executive director of University of North Carolina Hospitals at Chapel Hill, 

chairman of the State Board of Education, and the President of the Community College System, 

or their designees, when given prior written approval by the department head for a specific event, 

may be reimbursed from State funds for actual costs of meals for themselves and individuals 

who are not state employees who are their guests, when accompanying them in the course of 

conducting official State business. Cost of meals and other expenses for family members of the 

above referenced State officials are not reimbursable. 

 

5.10.5 Mobile Telephones Because mobile telephone charges (cellular and digital) are based on 

measured use, no personal calls should be made on state-owned mobile telephones except in case 

of emergency as determined by the department. Mobile telephone calls to conduct official State 

business should only be used when more economical means of telephoning are not reasonably 

available.  

If an employee uses his/her personal mobile telephone in conducting State business, the 

employee can be eligible for reimbursement when more economical means of telephoning are 
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not reasonably available. In order for the agency to reimburse the employee, the employee must 

indicate on his/her telephone bill the reimbursable calls, individuals called, and nature of calls 

and submit the telephone bill to their supervisor for approval. If the supervisor approves the calls 

as State business related, the agency will reimburse the actual billed cost of the call. 

 

5.11.3 Employee-owned Devices  
Any State agency or institution may elect to provide an allowance to an employee for the 

business use of their personal MCD. The following requirements must be followed:  

1. MCD allowances are provided only for individuals required to maintain personal cell 

phones for substantial noncompensatory business reasons. Examples of required 

substantial noncompensatory business reasons include: (1) the agency/institution’s need 

to con-tact the employee at all times for work-related emergencies; or (2) the 

agency/institution’s requirement that an employee be routinely available to speak with 

legislators or other elected officials, community leaders, or customers at times outside the 

normal work schedule or at times when the employee is away from the duty station.  

2. State agencies and institutions must develop an initial business case for the use of MCD 

allowance. The business case must demonstrate the following:  

a. The use of a MCD allowance in lieu of a state-issued device produces a savings to the 

State.  

b. Specifically, the calculated savings must show not only an overall savings to the 

organization as a result of transferring impacted employees from state-issued de-vices 

to a monthly allowance; but the savings must be demonstrated for a substantial 

majority of the impacted individual employees. (i.e., while significant savings for one 

or two individuals may be sufficient to generate overall savings for an agency, the 

agency must still show that most employees generate some level of savings).  

c. The basis for comparison to an MCD allowance is the current statewide term con-

tract price of the most conservative plan that meets the employee’s job requirements. 

(Statewide entities not required to use the State IT contract may substitute locally 

negotiated contract prices for comparison.)  

3. The business case must be submitted and approved by OSBM prior to the implementation 

of a MCD allowance policy. Concurrently, the agency‘s internal policies and procedures 

for the MCD allowance must be submitted to OSBM.  

4. State agencies and institutions must develop a flat or tiered allowance, based upon the 

volume of use, for the business use of personal MCDs.  

5. Necessity of a MCD allowance must be justified, documented and approved by the 

proper internal authority.  

6. Each individual MCD allowance must be reviewed and justified every fiscal year.  

7. Each employee who receives a MCD allowance must provide documentation, such as an 

annual contract or a monthly billing statement, which shows that the allowance does not 

exceed expenses the employee actually incurs in maintaining the device. This 

documentation should be provided at least annually to the proper internal authority. If the 

documentation shows that the employee’s MCD allowance exceeds the employee’s 

typical monthly cost, the employee’s allowance must be reduced to a lower tier, so that 

the allowance does not exceed expenses incurred by the employee.  

 



Appendix A 
 

57 

 

MCD records could be subject to the North Carolina public records law (General Statute § 132). 

An employee receiving a MCD allowance may not be reimbursed for business or personal calls 

allowable during travel status as outlined in section 5.10 Phone Calls. 

 

 

N.C. OSHR POLICIES 

 
Fiscal Administration 039 (Small Purchase – Range of $2,500 or less). A “small purchase” is 

an expenditure of public funds of $2,500 or less for the commodities or services (including 

freight and shipping, if applicable provided budgeted funds are available.).  One (1) informal 

vendor quote and issuance of purchase order (PO) is required for purchases transaction within 

this price range.  Use of Purchase Card (P-Card) could be authorize under some circumstances. 

 

Fiscal Administration 040 (Range $2,500.01 – $5,000). Purchase of commodities and service 

not covered by an existing statewide term contract.  Purchases within this dollar range require the 

issuance of a purchase order.  A minimum of three (3) informal “quotes or E-quotes”, showing 

‘good faith effort to seek competition is required for purchased transactions within this price 

range.  These proposed purchases must be provided to the Department of Administration’s 

Office of Fiscal Management. 

 

Fiscal Administration 041 (Range $5,000.01 – $10,000) Proposed purchases/services of 

$5,000.01 - $10,000 are required to obtain three (3) informal quotes but must be on State form to 

include Terms and Conditions.  These purposed purchases must be provided to the Department 

of Administration Office of Fiscal Management for processing. 

 

Fiscal Administration 042 (Range $10,000.01 – $25,000) Proposed purchases/services of 

$10,000.01 - $25,000 are required to obtain competitive bids using Interactive Purchasing 

System (IPS). These purposed purchases must be provided to the Department of Administration 

Office of Fiscal Management for processing. 

 

Fiscal Administration 043 (Range $25,000.01 and above) Proposed purchases/services of 

$25,000.01 and above are required to be approved by Purchasing and Contract (P&C).  These 

purposed purchases must be provided to the Department of Administration Office of Fiscal 

Management for processing. 

 

Section 2 Employment of Relatives (Nepotism) Members of an immediate family shall not be 

employed within the same agency if such employment will result in one member supervising 

another member of the employee’s immediate family, or if one member will occupy a position 

which has influence over another member's employment, promotion, salary administration or 

other related management or personnel considerations. The term immediate family includes wife, 

husband, mother, father, brother, sister, son, daughter, grandmother, grandfather, grandson and 

granddaughter. Also included is the step-, half- and in-law relationships based on the listing in 

this Paragraph. It also includes other people living in the same household, who share a 

relationship comparable to immediate family members, if either occupies a position which 

requires influence over the other's employment, promotion, salary administration or other related 

management or personnel considerations. 
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Section 3 Temporary Appointment A temporary appointment is an appointment for a limited 

term, normally not to exceed three to six months, to a permanent or temporary position. Upon 

request, the Office of State Human Resources shall approve a longer period of time; but in no 

case shall the temporary employment period exceed 12 consecutive months. Exception for 

students and retired employees: Students are exempt from the 12-month maximum limit. If 

retired employees sign a statement that they are not available for nor seek permanent 

employment, they may have temporary appointments for more than 12 months. “Retired” is 

defined as drawing a retirement income and/or social security benefits. 
 

 

EXECUTIVE ORDER NO. 24 
REGARDING GIFTS TO STATE EMPLOYEES 

 

WHEREAS, those in State government who do the work of the public must continuously 

ensure that their actions reflect the ethical standards that are essential to maintaining the public's 

trust; and 

WHEREAS, N.C. Gen. Stat. 133-32 makes it unlawful for a State employee to willfully 

receive or accept any gift or favor from a contractor, subcontractor, or supplier of the State 

agency if the State employee is involved in (1) preparing plans. specifications, or estimates for 

public contracts; (2) awarding or administering public contracts; or (3) inspecting or supervising 

construction: and 

WHEREAS, N.C. Gen. Stat. 133-32 applies to a limited group of State employees; and 

WHEREAS, no State employee should be permitted to accept gifts or favors from 

contractors working or seeking to work with the employee's agency; and 

WHEREAS, as State employees continue to work to provide excellent service to the State, it 

is imperative that they understand the legal restrictions to accepting gifts and favors and the 

consequences for such actions. 

NOW, THEREFORE, by the power vested in me as Governor by the Constitution and laws 

of the State of North Carolina, IT IS ORDERED: 

 

1. North Carolina General Statute 133-32 shall apply to all employees in the Cabinet 

agencies and the Office of the Governor. 

2. Within the next 30 days, the secretary of each executive branch agency shall do the 

following: 

a. Review this Executive Order with the employees in their respective agency and 

inform all employees that violation of this Order may subject the employees to 

disciplinary action. 

b. Review N.C. Gen. Stat. 133-32 with all employees in their respective agency and 

inform all employees that violation of N.C. Gen. Stat. 133-32 is a Class I 

misdemeanor and may subject the employees to disciplinary action. 

c. Review with all employees in their respective agency any additional policies or rules 

that the agency may have regarding the acceptance of gifts, meals, or favors by 

employees in the agency. 

d. Distribute this Executive Order, N.C. Gen. Stat. 133-32. and any relevant agency 

policies to all employees in the agency and require employees to certify, in writing, 

that they have received a copy of and are responsible for complying with this 

Executive Order, N.C. Gen. Stat. 133-32, and any internal policies. 
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e. As a part of new employee orientation for their respective agency and in conjunction 

with the Office of State Personnel, establish a process to provide a copy of all 

documents specified in Section 2d above to new employees and require new 

employees to certify, in writing, that they have received a copy of and are responsible 

for complying with the provisions of this Executive Order, N.C. Gen. Stat. 133-32, 

and any internal policies. 

f. Provide a report to the Governor's Ethics Officer concerning compliance with the 

directives of this Executive Order and any recommendations for changes to policies 

or state law regarding acceptance of gifts by State employees.  

3. The Office of State Personnel shall assist the secretaries of the executive agencies to 

ensure that the documents specified in Section 2d above are provided to employees 

through the new employee orientation process and that new employees certify that they 

have received a copy of such documents as provided in Section 2e above. 

4. The State Ethics Commission shall discuss this Executive Order and N.C. Gen. Stat. 133- 

32 in their training for State employees who are covered by the Ethics Act. 

5. The Department of Administration shall include a provision regarding this Executive 

Order and N.C. Gen. Stat. 133-32 in all new RFPs, the North Carolina General Contract 

Terms and Conditions, and all other contracts under the authority of the Department of 

Administration, the Department of Transportation, the Office of Information Technology 

Services, and all other cabinet agencies to inform contractors of the requirements of this 

Order and the statute. The department shall also notify current contractors regarding the 

provisions of this Order and N.C. Gen. Stat. 133-32. 

6. The Board of Governors of the University of North Carolina System, the State Board of 

Community Colleges. and each head of the Council of State agencies are encouraged and 

invited to participate in this Executive Order.  

 

This Executive Order shall be effective immediately and shall remain in effect until 

rescinded. This Executive Order shall supplement. but shall not supersede, existing agency 

policies regarding the acceptance of gifts and favors by agency employees. 

 

IN WITNESS WHEREOF, I have hereunto signed my name and affixed the Great Seal 

of the State of North Carolina at the Capitol in the City of Raleigh. this first day of October in 

the year of our Lord two thousand and nine, and of the Independence of the United States of 

America the two hundred and thirty-fourth. 
 

 

EXECUTIVE ORDER NO. 4 
TEMPORARY EMPLOYMENT SERVICES 

 

WHEREAS, State agencies and departments have the need to obtain the services of 

temporary employees from time to time in order to efficiently respond to temporary or changing 

conditions; and  

WHEREAS, there has been established in the Office of State Personnel a temporary 

employment service entitled Temporary Solutions; and   

WHEREAS, Temporary Solutions has been and continues to be administered by the 

Office of State Personnel; and 
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WHEREAS, Temporary Solutions provides temporary staffing services for North 

Carolina State Government at a cost-effective rate; and 

WHEREAS, the State Personnel Director, through Temporary Solutions charges the 

agencies, departments, and institutions which use Temporary Solutions for use of the temporary 

workforce, which includes the cost of maintenance of the Program and a small administrative 

fee; and 

WHEREAS, the State Personnel Director is and shall continue to be responsible for the 

efficient operation of the Temporary Solutions program that meets the temporary employment 

needs of State agencies, departments, and institutions. 

NOW THEREFORE, by the power vested in me as Governor by the Constitution and 

laws of the State of North Carolina, IT IS ORDERED: 

 

Section 1. All departments and agencies which utilize temporary employees shall employ them 

through the Temporary Solutions Program which is administered by the Office of State 

Personnel or a similar temporary employment service approved by the State Personnel Director. 

 

Section 2. The head of each Council of State department and the University of North Carolina 

System, which employ temporary employees, are encouraged and invited to employ them 

through the Temporary Solutions Program or a similar temporary employment service 

administered by a specified group of agencies and universities.  

 

Section 3. The hiring of any temporary employee by a department or agency shall be reported to 

the Office of State Personnel. The use of any entity by a department or agency to employ a 

temporary employee other than Temporary Solutions shall be approved prior to such use by the 

State Personnel Director. 

 

Section 4. The State Personnel Director shall establish monthly monitoring of the utilization of 

temporary employees in State Government and shall provide an annual report to the State 

Personnel Commission on the compliance by all agencies, departments and institutions as a part of 

N.C.G.S. § 126-3(b)(8) and (9) as it relates to temporary employees. 

 

Section 5. This Executive Order is effective immediately and it shall remain in effect until  

rescinded. 

IN WITNESS WHEREOF, I have hereunto signed my name and affixed the Great Seal 

of the State of North Carolina at the Capitol in the City of Raleigh, this twenty-seventh day of 

February, in the year of our Lord two thousand thirteen, and of the Independence of the United 

States of America the two hundred and thirty-seventh. 
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Auditor Note: 

this invoice was submitted twice and the 

9/13/13 charge was not black out and  

state spa.
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Beth A. Wood, CPA 


           State Auditor 


STATE OF NORTH CAROLINA 


Office of the State Auditor 


2 S. Salisbury Street 
20601 Mail Service Center 
Raleigh, NC  27699-0600 


Telephone: (919) 807-7500 
Fax: (919) 807-7647 


Internet 
http://www.ncauditor.net 


June 22, 2016 


Senator Phil Berger 
Senate President Pro Tempore 
Co-Chairman 
Joint Legislative Commission on Governmental Operations 
  
Representative Tim Moore 
Speaker of the House of Representatives 
Co-Chairman 
Joint Legislative Commission on Governmental Operations 
  
  
Dear Sirs, 
  
The Joint Legislative Commission on Governmental Operations requested during its 
November 2015 meeting that the Office of the State Auditor investigate the NC Flex 
Program within the Office of State Human Resources. 
  
At the time of the request, the internal auditor for the Office of State Budget and 
Management had already begun an investigation of NC Flex and rather than duplicate 
effort, we agreed to allow that office to complete its engagement with the understanding 
that OSBM would keep OSA apprised of its progress and findings and provide its final 
report to OSA. We discussed this plan of action with Representative Nelson Dollar, who 
made the initial request for an investigation by OSA, and he agreed that it seemed a 
reasonable use of the state’s resources. 
  
OSBM has completed the investigation that you requested and the report follows this 
letter. 
  
Should you have any questions, please contact my office, or OSBM’s Internal Audit 
Director Barbara Baldwin at 919-807-4721.  
 
 
Sincerely, 


 
Beth A. Wood, CPA 
State Auditor 
 







