LEGISLATIVE AUDIT ADVISORY COUNCIL

Minutes of Meeting
November 4, 2009

A meeting of the Legislative Audit Advisory Council was held on Wednesday, November 4,
2009, in House Committee Room 2 of the State Capitol Building in Baton Rouge, Louisiana.

CALL TO ORDER AND ROLL CALL

Senator Murray called the meeting to order at 10:00 a.m. A quorum was present with the
following members in attendance:

Members Present

Representative Noble Ellington, Chairman
Representative Charles Kleckley
Representative Cedric Richmond
Representative Neil Abramson

Senator Nick Gautreaux

Senator Edwin Murray, Vice Chairman
Senator Ben Nevers

Senator John Smith

Members Absent
Senator Willie Mount
Representative Anthony Ligi

APPROVAL OF MINUTES

Copies of the minutes for the meeting of August 24, 2009, were previously emailed to Council
members for review. A motion was made by Senator Murray that the minutes for August 24, 2009, be
approved and with no objections, the motion passed.

HB 1 AND 2 EXTENSION REQUESTS

Mr. Steve Theriot, Legislative Auditor, said as per their discussion at the last meeting, the
change in language in House Bill 1 was brought before Joint Legislative Committee on the Budget
(JLCB) for interpretation of the language change. A copy of the language change approved by JLCB
was provided to the committee for their ratification and acceptance. Mr. Theriot suggested that in the
event there is a prolonged period before the council can meet to consider allowing the chairman and
vice chairman to be allowed to approve extension requests. He explained that they do not have a
mechanism in place to ratify extensions beyond 90 days and there may be a very valid reason why
the entity is not able to provide their audit. The auditor does not have the ability to provide them some
relieve from being included on the non-compliance list without coming before Audit Advisory for
approval. Mr. Theriot said they would then have something in place that would allow for extension
approvals until the council can meet and the entities could come before them to explain their situation.

Senator Murray moved that the council ratify what JLCB approved regarding the extension
language and with no objections it was approved. Representative Ellington stated that Mr. Theriot
made a very valid point that there could be times entities may need a little more time without this
committee having to be called together to meet. Senator Murray made the motion that the chairman
and vice chairman to be allowed to approve extension requests until such time the committee is able
to meet and with no objections, the motion passed. Mr. Theriot said he appreciated that very much
because it will at least help facilitate the quandary his office is sometimes faced with in terms of a true
emergency or a true issue that heretofore they did not have the tools to deal with.

Daryl Purpera, First Assistant Legislative Auditor, explained the list of entities needing
ratification of extensions. The first list reviewed was non-emergency 90 days or less extension
requests primarily for House Bill 1 and 2 (Agenda Item 3A). The Housing Authority of Caldwell and
Lafayette Public Trust requested extensions until 9/30/09, and the remainder on the list highlighted in
yellow requested extensions for less than 90 days and their reports had already come in. The entities
remain on the list because the auditor granted these extensions, and request the council's
confirmation of these extensions. Senator Murray made a motion for approving these extensions and
with no objections, the motion passed.
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Mr. Purpera said the next list of non-emergency extensions are for greater than 90 days
(Agenda Item 3B). As per their procedures, the auditor grants the first 90 day extension, and the
second extension request for any time beyond 90 days goes before the council for their consideration.
The entites who had requested an extension greater than 90 days were invited to have a
representative present to speak.

Caddo Parish Ward Il Industrial Development Corporation

Representative Ellington stated that the representative for the entity, Mr. James Frances, had
been invited and instructed to be present. Joy Irwin, Director of Advisory Services, said her office
had actually called the previous week. Representative Ellington asked the pleasure of the committee,
and stated that his understanding was that if they did not come, based on the policy the committee
follows, this extension should not be granted. Senator Murray asked if the entity did not send
representation, should they issue a subpoena as had done in the past or wait to see if they are going
to ask to come back. He stated that they may not need any money, so they may not want to come
here.

Mr. Purpera said their original extension date was 9/30/09, so as of 10/15/09 they became
non-compliant, and were put on the non-compliance list so no future funds could go to them after that
date without an additional extension. Senator Murray said at some point they may call your office to
find out why, and then they may show up. Representative Ellington reiterated that being on that non-
compliance list means they cannot get any money.

HOPE for the Homeless

Christa Pazzaglia with HOPE for the Homeless stated that she started in November and their
agency split from another agency the previous year. A board member suggested that a CPA do a
financial review since they are not required to have a full audit, and only need a financial review. The
CPA that he spoke with delayed their financial review, even filing an extension without letting them
know. Ms. Pazzaglia called the CPA several times during July because they needed to apply for a line
of credit and required a 2008 financial review before doing so. The third week of September he
contacted her office - which their extension date was over on September 30". He then sent a letter of
engagement with a cost that was more than what he had verbally spoken with their board member
CPA, so they were forced to get another CPA firm who then filed this second extension on their
behalf.

Representative Kleckley said his question was actually in regard to Caddo Parish Ward I, but
asked Ms. Pazzaglia how she was notified of this meeting, whether by phone call or letter. Ms.
Pazzaglia stated it was by phone call and believes by letter also. Representative Kleckley asked the
auditor what the normal policy was, and if they sent a letter to the Ward |l Industrial Development, or
notified them by phone. Joy Irwin, Director of Advisory Services, responded that they send a letter at
every change for the first extension request, and acknowledge the extension request. Then for the
second extension request another letter is sent acknowledging that and informing them that they have
to go before the Audit Advisory Council before the second extension request can be granted. Once
the date for the meeting is set they contact the agency again. Representative Kleckley said his
suggestion would be a letter would be a good reference and support documentation, because
anybody could say they did not get the phone call. He asked if the letters were sent certified. Ms.
Irwin said they do not send it certified because they are calling as well. Representative Kleckley
~asked if they do not think it is necessary to make sure that the entities receive the information, and
when they come here they cannot say that they did not know. Ms. Irwin said they can send it out
certified. Representative Ellington also recommended that the letters be sent certified. Ms. Irwin said
they will do that. Senator Murray moved that the extension be approved for HOPE for the Homeless,
and with no objections, the extension was granted.

Housing Authority of Homer

Charles Marchbanks, auditor for the Housing Authority of Homer, said he was not authorized
to represent the Housing Authority, but since no one else was present, he offered to speak on what
they were dealing with. He explained that a couple of significant issues dealing with abuse of Housing
Authority funds had come to light over the previous few months. Some of it even extended into their
June 30, 2009, fiscal year end. Mr. Marchbanks said they resolved one issue to the best of their
ability, but the fee accountant had to get involved for another issue. They are concerned that there is
an abuse of housing authority funds, and must investigate further if there is any possible fraud, or any
illegal acts involved. The field work was complete and the report ready to be submitted to HUD
pending resolution of the last issue.

Senator Murray pointed out that the reason shown on the extension for the request was
problems with the HUD/REAC website and asked for an explanation. Mr. Marchbanks said that
housing authorities are required to submit their financial information to HUD through HUD REAC- real
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estate assessment center, and the process works like this: an unaudited submission is submitted and
in this case, the fee accountant did submit it, and after that point, they are pretty much able to go in
and complete the work. Then the fee accountant will submit an audited submission, and once HUD
approves that audited submission, we are good to go to distribute the reports and issue them to the
Legislative Auditor at that time. HUD REAC has the ability to come in and say they do not like the
way something is presented or question or comment what we or the fee accountant have done as far
as the submission process goes. We also have to perform additional procedures on that submission
in order to comply with HUD requirements. The problem we have had this past year is HUD changed
from a low rent Section 8 type of reporting to a project based reporting, so if you had a housing
authority with two projects, you have to report on each one in essence. That created problems in the
HUD REAC system. Finally some time around January of this year they put a new system out where
these housing authorities could start submitting their unaudited submissions, but by that time they
were behind by about three reporting periods so it has been a backup and a backlog relative to the
REAC system. Homer's unaudited submission has been approved, but we have these issues and we
have been trying to work around the housing authority personnel in order to resolve them.

Representative Ellington commented on this unusual situation since the audit itself is probably
ready, but at the same time there are issues, so it does not sound like any more money should be
given to the housing authority. Ms. Irwin explained that most of the money for the housing authorities
is federal direct money that does not come through the state. Representative Ellington asked if the
council and auditor felt they should go ahead and grant the extension if the audit is done. Ms. Irwin
said there is one outstanding issue that Mr. Marchbanks will have to resolve before he can issue the
audit report, so the audit is not all complete at this time. She pointed out that it is a significant issue
that he is dealing with, and that would need to be reported if his suspicions are correct, so the audit
has not been approved.

Senator Gautreaux asked if November 30" was a sufficient date to complete the audit. Mr.
Marchbanks said he hopes by December to be complete. He had just presented the fee accountant
with additional information to try to get based on some analysis we ran. Senator Gautreaux asked if
he had an initial report that the legislative auditor had seen. Ms. Irwin said they had not. Senator
Gautreaux asked if he could send an initial report. Mr. Marchbanks said no, they must send it at one
time, and then once that is resolved we will submit to HUD REAC and once HUD REAC approved the
audit, then it can be submitted to the legislative auditor’'s office. Senator Gautreaux asked if the
housing authority received any money from the state. Mr. Marchbanks said none at all. Senator
Gautreaux said his suggestion is to allow an extra month to make sure it is complete.

Senator Murray pointed out that the council earlier passed the motion allowing the chairman
and the vice chairman the authority to grant the extensions, so it might be good to leave this date, and
if more time is needed, we can approve it without having to call a meeting.

Mr. Marchbanks said the problem we very well may run into is once we submit this to HUD,
which we hope to in the next two weeks, we have no idea how long it will take HUD to review it and
either reject it or approve it, considering how behind they are. Generally if everything else if alright,
they will accept it then turn it over to their investigative side, at that point, hopefully, they will. We
have had situations in the past where we had findings of significance and nothing ever happened.
However there is a new directive for HUD to start looking at these findings more closely. Senator
Murray said in light of this | join Senator Gautreaux in giving them to the end of December. The
motion to grant the extension to December 31% was approved.

Housing Authority of Natchitoches

Ms. Irwin explained that Mr. Marchbanks was also the auditor of the Housing Authority of
Natchitoches Parish. Mr. Marchbanks said the unaudited submission by the fee accountant was
finally approved by HUD about 2 2 weeks ago, after being rejected twice. The issues in the
submission or the rejection were those of a reporting presentation amount balances and when we
have situations like that, that impairs our ability to wrap up an audit. We have completed our field
work with the exception of four issues that we are dealing with and working through with the fee
accountant. If these issues are not resolved then we are looking at having to possible qualify our
report so they understand the gravity of the situation. This is not the first time we have had issues
with the fee accountant on other audits, but they are looking into it, and | spoke with them yesterday
and a couple of the key issues they are sending it our way so to speak, but it impacts documentation
that we have to have in order to complete the audit from that perspective. Once they complete their
work and get it back to us, and we review it, which | have been assured | will have that in my hands
next week, then we are ready to basically as with Homer, move forward and complete the report and
also get the submission in within the next two to three weeks.

Representative Ellington asked if November 30" was a good extension date for him. Mr.
Marchbanks said December 31 would be better, because once submitted to HUD we are under
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HUD'’s timeline and we cannot dictate or ask them to move it forward, they pretty much have their own
agenda as far as that goes.

Senator Murray said this is a general question and you do not have to answer if you do not
want to. | am from New Orleans and HUD has had control of our housing authority for the last eight or
ten years, and | just notice that all of these housing authorities have these issues. There is something
fundamental in the way the feds do this stuff with housing authorities, so is there a problem.

Mr. Marchbanks said they audit three housing authorities and only one that we really have
problems with as far as any kind of horrible findings go. He said that they have had findings in the
past that he deemed significant- no matter how large a housing authority it - $40,000 of misspent
funds is $40,000 — that is not good. But we have had HUD not ever follow up on that. Not too long
ago a report came down from the Office of Inspector General (OIG) that basically said HUD needs to
start following up on the findings that auditors report. | can sit there and tell a client that | do not know
if they will contact them or not. | have seen it past too many times where they have not. Now if there
is rampant fraud, or illegal activities going on, they will investigate that. But a lot of time it is the .
Legislative Auditor’s office that ends up in there, so they are doing the work for HUD in that case.

Representative Ellington asked when he finds funds being misspent, is there not a place to go
such as the District Attorney (DA) or the Attorney General (AG) if you suspect something like that. Mr.
Marchbanks said it depends on the nature of how the funds were misspent, and if they were just paid
for an expense that was not an appropriate expense for the housing authority -that may not go
anywhere and only be a finding that we have. But if we can deem it to be fraud or an illegal activity
involved then we are required to write a letter to the District Attorney, HUD, the local sheriff, and the
Legislative Auditor’s office explaining what transpired and what we have found.

Representative Ellington asked if either housing authority that he had spoken about has gotten
to that point. Mr. Marchbanks said the first one we could not prove it, we got to a point with Homer,
the first abuse of housing authority we can prove that, but as far as proving any kind of illegal activity,
or fraud so to speak we cannot do that. Representative Ellington asked if it is his job to prove it, or
someone else’s job. Mr. Marchbanks said before we can write a letter we have to have enough
evidence in our files to justify writing a letter. He explained he does not make a legal determination on
that but must have enough to show the Legislative Auditor’s office or the DA the information and
documentation found. He had the documentation to show that the executive director was paid
$50,000 through other means of compensation. Representative Ellington asked if he sent them a
letter. Mr. Marshbanks said they could not prove it to that point on this first issue. Representative
Ellington said he believed that it should be his responsibility to find what you can and if you felt you
had enough grounds to then submit a letter to the DA or AG or LLA, wherever it needed to go.
Representative Ellington said somebody else may have to tell us what the law says but there may
need to be a reason for a change here, especially if HUD is not reacting when you notify them.

Mr. Purpera said also what occurs as the independent CPA performs their report, they send in
that report with a finding, even though it is not a finding of conclusive fraud, and our practice is to
review that finding. If we feel like it needs to go to our Compliance Division, we will send it to our
Compliance Division for possibly some further work in that area. Also we send the report to the DA
and they may decide to do further work in that area. Representative Ellington said so it does not just
slip through the crack if the firm says they do not know and cannot prove this, but there is a finding.
Mr. Purpera said the independent CPA’s responsibility goes to a point, but after that point we take on
a different role and if we believe it rises to the level of additional work we can do that additional work if
the District Attorney or even the Sheriff's office believes there is additional work to do from their
perspective, then that is their purview to make that decision. Representative Ellington said | just
wanted to be sure it is not slipping through the cracks. Senator Murray said he moved to grant the
request for an extension to 12/31/2009, and with no objections the motion passed.

Senator Gautreaux asked Mr. Marchbanks if he had been asked by the two housing
authorities to attend the meeting, or if he received a letter and he decided to come on his own. He
also questioned why no one from the housing authority came themselves. Mr. Marshbanks said that
Natchitoches asked him to represent them, and he did receive a letter on both case, but he had no
contact with the Executive Director of Homer. Senator Gautreaux asked if Homer has the problem
with abuse of moneys that maybe they did not want to show up because they are involved in this. Mr.
Marshbanks said they do not even know what we are doing since we work around their personnel to
get the information we need. At some point we may have to involve them, but we are trying not to
because we do not want them to go in and destroy documentation. Representative Ellington said they
will probably know after today. Mr. Marshbanks said that was the only choice | had. Senator
Gautreaux said | appreciate you coming. Mr. Marshbanks stated he was speaking just as the auditor
regarding Homer.
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Touro Infirmary

Olivia Graugnard, Internal Auditor for the Touro Infirmary, requested an extension for
submission for their 12/31/08 financial statement. She had a memo that the Sergeant-at-Arms
distributed to the council from their Chief Financial Officer Bob Thicket. It details four issues that have
delayed their financial statements from being issued. The first issue it that we have been working
very hard to sign a partnership agreement with Children’s Medical Center in New Orleans, which was
finalized in July 2009. Without this agreement, due to our financial situation, there were growing
concerns brought up by our auditor, so we could not issue our financials until the contract was actually
signed with Children’s. The second issue is the impairment of hospital assets, due to our available
cash flows from operations there were questions raised by our auditors, Ernest and Young, as to
whether our assets were impaired. The methodology and the review were very detailed and took an
extensive period of time. The third issue is an IRS voluntary compliance planned filing. It was
determined that some of the proceeds from our 1993 bonds we used the proceeds to fund the building
of one of our parking garages which was not proper, so there was extra work that had to be done by
Ernest & Young. The fourth issue is the one that we are continuing to work on and that is the violation
of our bond covenants. We have violated for the second year in a row our bond covenants. We have
to engage a consultant, who will come in and look at our operation and make recommendations for
improvement. We also were issued a letter by the Bank of New York that we are in default of our
bonds, so we have to work through that with our auditors as well as the Bank of New York to resolve
that it is not an actual default, it is not an issue of accelerating the repayment of the bonds just to get
that matter settled. We are in the final stages of getting our auditors comfortable that the bonds
should be classified as long term and not short term. We hope to have our financials issued by
December 31% of this year, and would like to request that extension date.

Senator Murray stated that Touro in New Orleans had a very healthy reserve fund before
Katrina. Due to Katrina and providing health care to indigents because the charity hospital was not
running, they provided lots of good care and ran into financial difficulties and that is probably part of
the reason as well. But it is a wonderful facility, one of the few private hospitals in New Orleans and |
would like to at the appropriate time make a motion for an extension request.  Representative
Abramson said | think Senator Murray said it all, | was going to reiterate the same comments and
make the same motion. Representative Ellington asked if there are any other questions by the
committee, and with no objections the motion to grant the extension to 12/31/09 passed.

Gretna Economic Development Association, Ltd.

Ms. Irwin explained that the initial extension request date was actually greater than 90 days
after the report due date. The notes show that this is a newly set up agency and we are constantly
monitoring the outflow of state moneys and try to monitor those local funds that go to these
associations. Representative Ellington asked if they were requested to be present. Ms. lrwin said
yes, they were. Senator Gautreaux moved that the extension not be granted since no one was
present. Representative Ellington said with no objections, that extension is denied.

Other Extension Requests

Mr. Purpera said there are two entities listed: Independence Volunteer Fire Department and
Housing Authority of Slidell on Item #3C. Both of these are non-emergency extensions but there are
extenuating circumstances we wanted to highlight. The Independence Volunteer Fire Department
fiscal year end was 12/31/08, and the report due date is 6/30/09. They are asking for an extension to
12/31/09 but what we wanted to specifically make you aware of is that the 2007 report has not been
submitted yet, and | do believe there is a representative here.

Independence Volunteer Fire Department

Representative Ellington said we need two explanations — one for why this extension, and one
for why the 2007 report has not been submitted. Dennis Crocker, Fire Chief of Independence Fire
Department, said he took over in July 2008 and at that time he took over a mess in Independence.
Their accountant has been working diligently to resolve this issue. The previous administration
destroyed records, hid bank accounts. The previous chief has been indicted - been charged and
found guilty. We have had a big mess, and are just trying to compile all this information to bring us up
to date to get these reports submitted.

Representative Ellington asked when he expected the 2007 report to be submitted. Mr.
Crocker said he would have to speak to their accountant. He was told to come to the meeting to
request an extension for the December 31, 2008, and | will have to get back with our CPA to find out
why. Senator Gautreaux stated that financials flow from year to year, and asked what Mr. Crocker’s
annual budget was and if they are a voluntary fire department not a district.
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Mr. Crocker said they are a district and receive tax, as well as being a voluntary fire
department organization. Senator Gautreaux asked how much revenue they are generating every
year from that. Mr. Crocker said roughly $300,000. Senator Gautreaux asked how much other funds
he received from the state or taxpayers. Mr. Crocker said they also have the city side, because inside
a municipality. Senator Gautreaux asked if they pay some funds for this fire service. Mr. Crocker said
yes. Senator Gautreaux asked the auditor’s office if they have been working diligently with Mr.
Crocker and what problems they are having. Ms. Irwin asked if he would like to speak to the CAD
director. Senator Gautreaux said he is just trying to figure out why we do not have the 2007 report, it
has now been two years, they could have compiled the reports and bank accounts which are not hard
to subpoena for those documents.

Mr. Purpera said if you recall, we issued a compliance audit report that indicated certain
misappropriations which were processed through the courts, and the individuals have been convicted
of those charges. As to why they can not get the financial statements completed, | cannot explain
that. Senator Gautreaux asked if Mr. Crocker was the new chief and trying to clean it up. Mr. Crocker
said it all happened before he started and he is trying.

Senator Murray asked if they receive supplemental pay. Mr. Crocker said yes, they do.
Senator Murray said so if we do not grant the extension, that will be cut off as well. Mr. Crocker said
we hope not. Senator Murray asked the auditor if the council does not grant this extension will they
not receive the funds. Ms. Irwin said that is her understanding. Senator Murray said he does not
want to cut off funds, since someone has already been held accountable for it, it would not be right to
penalize the firemen from the supplemental pay. He moved to grant the extension request, adding
that he requests the Chief to do as much as he can to work with the auditor to get those reports in.
Representative Ellington asked if the motion was to grant extensions for 2007 and 2008. Mr. Purpera
suggested if they want grant an extension for the 2007 and 2008 audits do so until December 31,
2009. Representative Ellington commented that they have been out of compliance for a long time.
-Mr. Purpera said that is correct, if the entity is not compliant then it is on the non-compliance list so
funds would not flow for those purposes.

Senator Murray amended the motion to include both years. Senator Gautreaux said it goes
back to making sure they have enough time, and asked Mr. Crocker when he took office. Mr.
Crocker said July 2008. Senator Gautreaux asked if all of the records have been compiled for 2008.
Ms. Irwin said she does not know. Senator Gautreaux asked who is their CPA. Mr. Crocker said
Anthony Baglio. Senator Gautreaux asked the auditor to find out if those documents from 2008 have
been compiled to show that the new administration is doing due diligence to get it done. He told Mr.
Crocker even though records were destroyed and to find receipts and compile the information may be
a problem, they can show the bank records and what they have found. If they cannot account for all
of it, they should file in the report’'s notes explaining the situation, because it is important to get it
done. Ms. Irwin said absolutely. Senator Gautreaux said he does not think it is fair to hold Mr.
Crocker accountable for what happened in 2007, and the prior person has been held accountable in a
court of law.

Ms. Irwin said in many instances like this we work with the local governments and get weekly
or biweekly status reports and we can do that with Independence as well. Senator Gautreaux said he
wanted to make sure because seems like we are going to be back here in December 31%. Senator
Murray’s motion to grant the extensions for 2007 and 2008 until 12/31/09, passed with no objections.

Housing Authority of Slidell

Mr. Purpera said the next entity is the Housing Authority of Slidell, fiscal year ending 3/31/09
and the report due date was 9/30/09 which they have requested an extension to 12/28/09. He wanted
to bring to the council’s attention that the 2008 report has also not been submitted. Ms. Irwin said that
Mr. Marvin Butler was invited to attend Audit Advisory, but because of family circumstances he was
not able to attend; however, their CPA Paul Andoh was present.

Paul Andoh, auditor for Housing Authority for the City of Slidell, said he spoke with Mr. Butler
the day before, who has a personal family emergency that he is attending to and is unable to make
this meeting. His firm was engaged on June 30, 2009, to do the audit for the March 31, 2008 and
2009, and as part of their condition they were required to present weekly status reports to the
Legislative Auditor’s office. They have complied with that and pushing to get all complete. They had
hired a fee accountant. Their biggest problem has to do with asset impairment. Katrina destroyed
pretty much of their rental properties in addition to their records, so they have gone through some
process trying to get all of that handled. Mr. Andoh continued that right now we have gotten some
records from the bank that they worked with, and we have a fee accountant that is working on the
asset impairment calculation numbers, so we do not end up with a scope limitation on the audit. That
is where we are in terms of the audit - in term of any management type of situation | cannot really
address that since | have been associated with this '08 and 09 audits since June of this year.
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Representative Ellington asked Mr. Purpera if based on his testimony this could come under
"~ emergency extensions because of the storm. Mr. Purpera said that is probably correct, but that was
not the way it was requested, but if the reason was the result of a declared disaster then you are
correct. Senator Gautreaux said my question is our housing authority was destroyed by Rita and we
are not on these lists saying because of the damages we are behind. We had assets damage, we
had 4-6 feet of water in two different units in two different towns. | know you are just the auditor, and |
am sure the other people may say that, and maybe that was probably why it was not requested that
way, because it is really not an emergency any more. Representative Ellington said | think if |
understood him correctly, it is not so much the fact that the buildings had water or were destroyed, it
was that the records were destroyed and they have not been able to gain access to the records, and
your housing authority probably did a better job of keeping their records in a spot were they would not
be destroyed. Senator Gautreaux said they were all wet also.

Senator Murray said this is similar to the one they approved and | will make a motion to grant
the extension but we will also need to grant the extension for 2008. | want to ask that we change this
to 12/31/09 like the rest of them, and | so move. Representative Ellington said a motion has been
made to grant the extension to 12/31/09 both on the '08 and the '09 audits, and with no objections, the
motion passed. Senator Murray said that motion is done, but Mr. Andoh you might want to suggest to
Mr. Butler the discussion we had about, since it was declared a disaster, he may want to get his
request in under that one, because it is possible for some of them have been excused completely. Mr.
Purpera said it would have an impact because if it is under the emergency extensions then there will
not be a finding in the audit reports for a late submission. Senator Murray said so you might want to
suggest that to Mr. Butler. Mr. Andoh said he will do that.

ACT 36 EXTENSION REQUESTS

Mr. Purpera said that next item on your agenda is the Act 36 Extensions, the Emergency
Extensions. The emergency extensions (Item #4A) for 90 days or less include the City of Franklin and
Grand Isle Fire Company No. 1. The Grand Isle Fire Department has actually submitted their report.
The City of Frankiin’s extension request date is 1/29/2010 and we are still pending that report. Mr.
Purpera said they have not granted these because they are emergency extensions, and we are
bringing these to the council to approve these extensions. Representative Ellington asked the
pleasure of the council. Ms. Irwin said we need the council to ratify that extension request approval
so there would not be an audit finding. Representative Kleckley moved that they grant both the City of
Franklin and Grand Isle and with no objection, the motion passed.

Mr. Purpera said the emergency extensions greater than 90 days (item #4B) include four
entities and we have asked each one of these to come except for Cameron Parish Gravity Drainage
District No. 3, because their report has been submitted.

Cameron Parish Police Jury

Mr. Darrell Williams, Treasurer of the Cameron Parish Police Jury, said when Hurricane Rita
came in we had 350 project worksheets (PW) and it is a FEMA project worksheet issue or component
units trying to collect all the information from that. Then Ike came and now we have 200 more PW'’s
and more information, some districts lost some records and it is just trying to compile everything to get
it ready. Representative Ellington asked if he would be able to do that by 12/31/09. Mr. Williams said
they have to get it done for our CDGB funds, and they are close. He explained it has just been
overwhelming and still trying to deal with limited staff and we had office relocations again, but we are
going to be through. Representative Ellington said he compliments Cameron Parish on their recovery
efforts and the things they have done over the time since Rita and | know that it basically destroyed
the whole parish. Mr. Williams said he appreciates that and it has been tough and | know a lot of
people have gone through it, but we are getting there. Representative Ellington asked if most of the
people are back or coming back to Cameron Parish. Mr. Williams said it is a struggle, would say we
are probably at a 60-70%, or we were before Hurricane Rita - Hurricane lke really demoralized a lot
more people after that. When you have building issues, it is tough. Representative Kleckley moved to
grant the extension for Cameron Parish, and with no objections the motion passed.

Livingston Parish

Mr. Brandon Ellzey, Chief of Staff for Livingston Parish, introduced their new treasurer Andrew
Rowe. Mr. Elizey said that Parish President Mike Grimmer had previously scheduled appointments
with our federal delegation in Washington D.C. so he was not able to attend the meeting. Mr. Elizey
told the council that Mr. Grimmer sent his sincere apologies for even having to be before the
committee. Mr. Grimmer had 35 years of public service and has never been in this situation before,
so he wanted to express his deep sorrow for even having to be there. The reason they were late was
an internal issue of the treasurer not performing like he was supposed to, consequently this man is
coming in to take his place. We want to offer a personal assurance that we will never have to do this
again, and this man is working on the assumption that his job depends on never having to be here
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again, and he knows that full well. So we are here today to plead mercy, for the November 30"
deadline which we are close and that is what we are asking for today. Andy Rowe said that Mr.
Grimmer the Parish President brought him on about a month ago, and has been working with the
auditor trying to finish up the audit. We are in the wrap up stages and | do not see any problem
meeting the end of November deadline. Mr. Purpera said he might add that they have met with the
President and got the assurances, and met with the auditor and they believe they can have it by this
date. Representative Ellington said based on that testimony he would make the motion to grant the
extension. He asked Mr. Elizey if the date of November 30" gives them enough time, and he said
yes. With no objections the motion passed.

Cameron Parish Gravity Drainage District No. 3

Mr. Purpera said on the Cameron Parish Gravity Drainage District, you will see that the
request extension date was 10/30/09 and they have submitted their report. The auditor brought it
before the council because they have the authority to grant the extension, which would allow for no
finding for their lateness. Senator Murray moved that they grant the extension and with no objections,
it passed.

Gramercy Volunteer Fire Department

Ms. Joy Irwin stated that this was an initial extension request date that was greater than the 90
days and the date has passed. No one was present from the Volunteer Fire Department.
Representative Ellington asked if they were called and sent letters. Ms. Irwin said yes.
Representative Ellington said this is the same situation as far as supplemental pay, and he stated this
may get them to attend next time. Senator Murray said it may get them here next time, but |
supposed the chief and those folks are responsible because of the motion we passed earlier. They
can contact the auditor’s office and you and | together could be able to do an extension without
causing those firemen to miss their supplemental pay, so hopefully somebody will contact us, so it will
be on them and not us.

Representative Ellington suggested the auditor notify them to that effect. Ms. Irwin said they
will do that. Representative Kleckley asked Mr. Purpera and Ms. Irwin to explain the process if the
council denied the extension, and if it will cause their supplemental pay to be cut. Ms. Irwin said if you
deny the extension request we will send a letter, as per your suggestion certified, telling them that
their extension request has been denied and their name would appear on the late reports list, the non-
compliance list that is on our website. Although this particular volunteer fire department’s name is
already on the list because the 9/30 deadline has already passed. Representative Kleckley asked
when does the supplemental pay part stop. Ms. Irwin said she does not know the answer to that
question, but could get that for the council. Representative Kleckley asked if it would be up to John
Kennedy to decide. Ms. Joy said she does think it goes through Mr. Kennedy’s office, but would
have to double check that. Representative Kleckley asked if any idea of timeframe whether 30 or 90
days. Ms. Irwin said she would find out. Representative Kleckley said he would be interested to know
that, so maybe next time they could talk about that. He asked who audits the books of the volunteer
fire departments. Ms. Irwin said this particular fire department is only required to have sworn financial
statements because the revenues are so low, and does not understand why he cannot get the sworn
financial statements in. Representative Kleckley asked if it was an independent CPA or if it could be
their police jury. Ms. Irwin said they do not even need a CPA and only need a sworn statement for us.
Representative Kleckley said he understood. Senator Murray made the motion to deny the extension
request and the motion passed with no objections.

KATRINA COTTAGES UPDATE

Patrick Goldsmith, Manager in the Performance Audit Division stated that this is the third
update on the construction of Katrina Cottages: The Alternative Pilot Program. The information is
actually coming from a request that Representative Abramson made to the LRA that our office should
receive monthly updates on the status of the construction. So if you look at agenda item #5, we have
five exhibits. Exhibits 3-5 are the prior updates that we have provided, exhibits 1 and 2 are the
current updates from what the Cypress Group provided to our office. Exhibit 1 is as of October 1%,
and if you remember the purpose of the program was to build 500 cottages by September of this year.
They did not meet that deadline so what we have been doing is giving updates on construction and
working towards the building of the 500 cottages. The update shows they currently have 63 homes
completed and ready for occupancy as of October 1%, There are also 87 modular units that they have
ordered but not taken possession of those, at least as of October 1%. If you have any other detail
questions, we do have a representative from Cypress here, Mr. Scott Kirkpatrick.

Representative Ellington stated that the original plan for 500 homes was by September but
only 63 are ready, and the 80 modular are not complete either. Representative Ellington said | have
been off base, but | don't believe | have ever been off by that far.
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Mr. Scott Kirkpatrick, Vice President with The Cypress Group, explained that the LRA first
identified the property, which has been a challenge in different places. We have been working in Lake
Charles, Baton Rouge and the New Orleans area and LRA has finally been able to identify all of those
sites, and the next step in the process has been the environmental approvals. In some areas those
have gone smoothly, in many places they have taken far longer than we expected. At this point in
time, we have 337 units under construction, however, we still lack possession and environmental
approvals on over 100 sites. Once we get possession, after the sites have been identified and the
environmentals have been secured, we have contractors on the open market bid on these sites. We
are giving the LRA options on whether they want to have a compressed timeline for construction or a
longer timeline. The LRA is making those determinations looking at the cost difference between the
two, so | think what you will see the actual construction time it takes us to construct these is a
reflection of the private market and the decisions made about how much money they want to spend to
compress the timeline. | would say certainly that September 2009 date which has largely not been
achieved and FEMA, the LRA and Cypress all wish it had been. As reflected in these materials by
summer of 2010 they should be wrapped up assuming we get all of the environmental approvals by
December 31° of this year.

Representative Ellington asked if the problems with the environmental approvals are from the
parish, the city or the state. Mr. Kirkpatrick said it is a FEMA requirement similar to the CDGB funds,
which they had a subcontractor working on it and unfortunately hit some different snags.
Representative Ellington asked who had the subcontractor. Mr. Kirkpatrick said FEMA has the
subcontractor and Cypress does not get involved in the environmentals until the LRA tells them the
site. Representative Ellington asked where they were running into the problems. Mr. Kirkpatrick said
they have been told that there were some challenges with the FEMA subcontractor in different
instances and the environmental process can take up to six to nine months and in fact in the New
Orleans area, we understand that the historical requirement have actually been more stringent and
more problematic than anticipated.

Representative Ellington said it seems like we are a long way off from where we thought we
would be. He asked if the cottages were being constructed off site and moved on site. Mr. Kirkpatrick
said it is a mixture, about 300 of the cottages will be what they call stick built on site and about 200
will be modulized, panelized and brought in. Representative Ellington asked if they already have
those sites approved since you said you have some 300 under construction. Mr. Kirkpatrick said that
is correct and of those 337 under construction it is a mixture of stick built and modular constructions.
Representative Ellington stated so you do not have 337 sites approved. Mr. Kirkpatrick said we have
337 sites approved, and we are currently under or finished up with construction and still waiting for
over a hundred. He said of those 337, probably 60% of those are being stick built on site.
Representative Ellington said that is taking place right now, so it should not be long. Mr. Kirkpatrick
said that is correct, as the spreadsheet put together by the Legislative Auditor shows hopefully by
November and December a lot of these homes will be ready for occupancy.

Representative Abramson asked Mr. Goldsmith and Mr. Kirkpatrick if they knew if even one
person was living in any of these homes. Mr. Kirkpatrick said he does not believe so. Representative
Abramson said he feels like every time we come here, every couple of months on this program, we
are not even making baby steps. This program has been a disaster from the beginning and | am not
necessarily blaming Cypress, | think the empty chair would have been nice to have someone from the
LRA to explain why. This committee has been looking at this project for over a year now and yet here
we are over 4 years post Katrina, $74.5 million dollars and we do not have a roof over one person’s
head. | think that is an utter shame and displayed a complete lack of state government being able to
do what it committed to do for the people of Louisiana. | think maybe it goes to show that when we
got a response from the LRA, | understand from Mr. Goldsmith that when we invited them to this
meeting that both Mr. Rainwater and Mr. Jacobs who has previously come to testify were tied up with
another matter. | understand other commitments, | think it probably says everything that there are
only two people at the LRA who could come and talk to us about this project. 1 would think that if we
had a $74.5 million project, we might be able to find somebody who could come from the LRA to talk
to us about it. The problem with the delay after delay is probably exemplified by the fact that if we do
not get one of two people nothing gets done.

Representative Abramson asked Mr. Goldsmith since the last report that we received from the
LRA prior to our last meeting in August, have we not received any other updates from the LRA since
then. Mr. Goldsmith said in response to your request for information Cypress has been providing the
information. Representative Abramson said so Cypress has, but we have not received anything from
the LRA. Mr. Goldsmith said correct. Representative Abramson said | specifically sent a letter to the
LRA asking them for updated information and | have not received anything, and obviously they have
not responded to the Legislative Auditor either. Representative Abramson commended Mr.
Kirkpatrick for his efforts and Cypress for keeping this committee informed. He continued asking if as
per the update that you provided that the current total sites for construction to start is 337. Mr.
Kirkpatrick said that is right. Representative Abramson said the total number of cottages that are
intended to be built on this program is 500, so that means 163 that have not begun. Mr. Kirkpatrick
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said yes, the one caveat to that is | do believe that number will come down now, since we are told that
FEMA has required to spend some of the program dollars on maintenance and insurance for two out
years of this program, so we believe that number will be more like 470, but | think Wil Jacobs could
speak more to that issue.

Representative Abramson asked of the 163 that have not started, do you have access to the
site to begin those. Mr. Kirkpatrick said no they do not. Representative Abramson said at this point,
until you get access to the site from the LRA, Cypress cannot begin construction. Mr. Kirkpatrick said
that is correct, and our appreciation is in almost every case they are waiting on environmental
approvals. Representative Abramson asked of the 337 that you have begun you expect to have them
all completed over the course of the next six months through May of 2010. Mr. Kirkpatrick said yes,
and that is assuming that the environmental approvals are complete by December 31% of this year.
Representative Abramson said he is confused, asking if the sites which have already started
construction on, do you already have the environmental assessments on those. Mr. Kirkpatrick said
yes, you are asking of the 337, that is correct. Representative Abramson asked if they will be done
by May and some before May. Mr. Kirkpatrick said that is correct. Representative Abramson stated
that the ones without environmental assessments appear to be the NORA sites, the Providence sites
or the Lake Charles scattered sites. Mr. Kirkpatrick said yes, that is correct, all scattered sites.
Representative Abramson said that under the NORA sites, it says that 25 have begun construction,
explain to me why some of the NORA sites have begun construction, and other ones we are still
waiting for environmental assessments. Mr. Kirkpatrick said the best that | can tell you is there is a
staggered timeline now for when the environmental subcontracts are scheduled to approve those
sites, so pretty much each month we are getting a batch of those sites approved and handed over to
us. Representative Abramson asked of the 25 NORA sites that you have begun construction on,
those are scattered sites, no different from the other 75 that we are waiting for environmental
assessments on. Mr. Kirkpatrick said that is my understanding. Representative Abramson asked if
they are putting modular units on those 25 sites. Mr. Kirkpatrick said at pretty much all of the
scattered sites will be modular units and many of them are under construction.

Representative Abramson said my understanding is that some of these modular units were
ordered and being built months ago in St. Martinville. Mr. Kirkpatrick said correct, Louisiana System
Built Homes is our major modular provider. Representative Abramson inquired if they have
completed any of the modular units yet. Mr. Kirkpatrick said yes, they have. Representative
Abramson said if you have access to 25 NORA sites where modular units are going and some of the
modular units are already built, what is the hold up on moving them onsite. Mr. Kirkpatrick said the 25
just recently became available and as soon as they come available the contractor there has to go
through the permitting process 