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The Ildaho State Controller’s Office distributes this newsletter as a cost-effective
method of increasing awareness about ways to detect and prevent fraud, waste, and
abuse in goverment.

This month’s newsletter was created by Boise State University student Molly Snyder.

Welcome to First Friday Fraud Facts+ (F4*). This edition will cover
Expense Reimbursement Fraud and the State’s travel policy and
procedures.

EXPENSE REIMBURSEMENT FRAUD

Expense reimbursement fraud occurs when an employee claims
reimbursement for inflated business expenses or claims fictitious
business expenses. The four most common practices of expense
reimbursement fraud are overstated expenses, fictitious expenses,
QUESTIONS OR claiming personal expenses as business expenses, and multiple
COMMENTS: reimbursements, which is being reimbursed twice for the same
transaction.
Matt McBride, CGFM
Financial Specialist
P.0. Box 83720
Boise, ID 83720-0011 Several potential red flags may exist when expense reimbursement
fraud is taking place:

RED FLAGS

Phone: (208) 332-8805
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Incurring business travel expenses on the same day as a marked
vacation day

e Only submitting certain parts of credit card statements, leaving

: _ out the portion that describes what was purchased
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e The use of whiteout or things being written by hand on the receipt
Expense Reimbursement Fraud 1 to overstate the actual amount or even photocopied receipts,
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BEST PRACTICES

¢ Require a detailed expense report, along with the employee’s
schedule, to be submitted and reviewed before anything is
reimbursed.

e The examiner of the expense reports should be familiar with the

‘”‘W}; : company’s travel and entertainment policy.

e Require original receipts and other support documents such as
explanations for the specific expense and the time period the expense
occurred.

o Make sure the employee isn’'t approving their own expenses, using a
“rubber stamp approval,” or conspiring with a supervisor.

o Periodically audit travel and entertainment accounts to check for any
suspicious activity.

FRAUD CASE

This case involves the Mayor of Southaven, Mississippi who was caught in
a double-billing scheme that totaled more than $170,000. Mayor Greg
Davis claims he had been travelling and entertaining clients since 2004
for the purpose of promoting business and tourism; however, a seven-
month investigation revealed he was reimbursed for personal travel,
including trips to Key West Florida, Scottsdale Arizona, and expensive
dinners with $1,000 tips.

An investigation by the Mississippi Auditor’'s Office initially found 26
duplicate charges submitted to the city and the chamber, during a three-
month period. Records show the amount of duplicate charges might be
much higher, but record keeping and internal controls were so poor that it
was hard to determine anything beyond the initial 26 duplicate charges.

Since 2004, the chamber reimbursed Davis $207,000 for entertainment
and travel. The city has reimbursed him an additional $153,588, since
2009. Neither the city or the chamber required the mayor to routinely
submit receipts or supporting documentation for his spending. Davis
claims “the wide-open system may have triggered mistakes, but not any
wrongdoing.” The FBI is investigating any allegations of potential violations
of federal law by Mayor Greg Davis.

Davis has been ordered by the auditor’'s office to repay more than
$170,000, including auditor’'s fees and interest. With the help of
supporters he has repaid $96,000 of the debt, but still owes nearly
$63,000.
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FiSCAL FOCUS—STATE’S TRAVEL POLICY AND PROCEDURES

The State’s Travel Policy and Procedures guide outlines which expenses are
allowable and unallowable, as well as the procedure for being reimbursed for
any business related expenses. The State requires an internal audit of travel
expense vouchers to ensure that all vouchers have been completed correctly
and necessary support documentation is provided. To view the State’s
Travel Policy and Procedures visit: http://www.sco.idaho.gov/, and under
Board of Examiners click on Policies and Procedures.
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