




Treme Community
Education Program

The Treme Community Education Program, a New Orleans community service
organization funded by state and federal funds, overpaid at least $107,200 for leased
vehicles from July, 1996 to February, 1999 to a company owned by another community
service program director, rather than from an established vehicle dealer or leasing
company.  One of the leased vehicles was for the personal use of the organization's
executive director.

The Governor’s Office of Elderly Affairs improperly ordered the New Orleans Council
on Aging to disburse $12,500 in state funds to Treme in fiscal year 1998, which were
being held up by the Council on Aging for lack of supporting documentation on the
questionable vehicle leases.

The New Orleans Council on Aging violated the terms of its fiscal year 1999 contract
with Elderly Affairs by releasing $75,000 in funds to Treme on a subcontract, which it
refused to sign because of the questionable vehicle leases.

An employee of the Department of Social Services received $3,000 from Treme while the
state agency contracted with Treme for services, which is a matter for the Louisiana
Board of Ethics to review.

Background

Treme Community Education Program is a non-profit organization which was established
on May 31, 1996, to provide community services for the New Orleans area.

The officers and members of the Board of Directors are:

Paul West, President Anthony Roman, Member
Don Davidson, Vice President Clarence Lewis, Member
Gregory Briant, Treasurer Don Boucree, Member
Louvinia Wallace, Secretary Shirlaine George, Member
Bruce Davenport, Member Robert McFarland, Member
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Treme currently conducts two primary programs, the Harmony House and the Treme
Youth Development Center.

The Harmony House is a recreational senior center, which is funded with state funds
from the Governor’s Office of Elderly Affairs through the New Orleans Council on
Aging, the Department of Social Services Office of Community Services and the
Governor’s Office of Urban Affairs and Development.

The Treme Youth Development Center provides after school care for children ages 6
through 16 and is funded with state funds from the Department of Social Services Office
of Community Services and the Governor’s Office of Urban Affairs and Development.

For fiscal year 1999 Treme had the following state funding sources:

Governor's Office of Elderly Affairs/New Orleans Council on Aging ∗ $  75,000
Department of Social Services - Office of Community Services 114,000
Department of Social Services - Office of Community Services 89,000
Governor's Office of Urban Affairs and Development 193,105
Total $471,105

Treme had a $134,088 Family Independence (FIND) Work Program contract for fiscal
year 1998 with Social Services Office of Family Support of which $98,555 was federal
funds.  This program was established to help welfare recipients obtain jobs.

Funds were mailed to Treme from all of the above funding sources.

Vehicle Leases

The Treme Community Education Program overpaid Webb Enterprises at least $107,200
for leased vehicles. In addition the executive director of Treme, Norman Smith, uses one
of the leased vehicles for personal use.

Treme chose to lease vehicles from Webb Enterprises instead of an automotive dealership
or leasing company.  Webb Enterprises is a sole-proprietorship owned by Warren Webb
and operated from his home.  Mr. Webb is the program director for the New Orleans
Educational Talent Search Program.  Mr. Webb reports to the executive director of Talent

                                           
∗ This amount reflects the previously discussed unsigned contract.
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Search, Robert McFarland.  Mr. McFarland became a member of Treme’s Board of
Directors after the vehicle lease agreements.  The Office of Inspector General is currently
drafting a report on Talent Search.

Overpayment of Vehicle Lease Agreements

According to the terms of the lease agreements between Treme and Webb Enterprises,
from July, 1996, to February, 1999, Treme paid Webb Enterprises an agreed upon
$210,600 in lease payments plus an additional $26,300 in non-refundable deposits for a
total of $236,900. However, Treme paid Webb Enterprises a total of $244,000 for the
leased vehicles, which was a $7,100 overpayment beyond the agreed upon amount.

Office of Inspector General auditors made comparative lease payment calculations with a
nationwide equipment leasing company, which indicate that Treme overpaid Webb
Enterprises by at least $107,200.  The nationwide leasing company from which the
figures were obtained was not requested to and did not submit a response to Treme's
request for bids.

On July 3, 1996, Treme executed a vehicle lease agreement with Webb Enterprises
extending through June 30, 2000.  The lease included a 28-passenger Ford E-350 mini-
bus and a 7-passenger Ford mini-van.  The lease required Treme to pay $4,700 per month
plus a non-refundable deposit equal to one month's rent for the vehicles. This agreement
was an operating lease agreement in which Webb Enterprises retained ownership at the
end of the lease term.

The operating lease was modified on July 1, 1998, as follows:

1. The lease term was changed from four years to a year-to-year lease, and the renewal is
still in effect.

2. The 7-passenger Ford mini-van was changed to a 7-passenger 1997 Chrysler Town &
Country mini-van.

3. The monthly lease payments were changed from $4,700 per month to $3,200 per
month for both vehicles.

4. The lease required Treme to pay a non-refundable deposit equal to two months of the
monthly lease payments, or $6,400.
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According to the vehicle registrations obtained from Treme, the cost of the vehicles plus
taxes, title and licensing fees paid by Webb Enterprises were as follows:

1997 Ford 28-Passenger Mini-bus $56,297
1997 Ford 7-Passenger Mini-van $23,530
1997 Chrysler Town & Country 7-passenger Mini-van $29,916

The comparative lease payments calculated with a nationwide equipment leasing
company were based on the costs and fees paid by Webb Enterprises for the vehicles.
The payments were calculated on a 36-month lease with a down payment equivalent to
two monthly lease payments and a $1 buyout option.  When the buyout option is
executed ownership transfers to the lessee. Under the lease agreement between Treme
and Webb Enterprises, ownership does not transfer to Treme.  Therefore, the lease rates
we are using for comparison are actually higher than perfectly comparable rates would
be.

The comparative lease payments per month are as follows:

Monthly Lease Comparative
Payments Lease Payments

1997 Ford 28-Passenger Mini-bus/
1997 Ford 7-Passenger Mini-van $4,700 $2,704

1997 Ford 28-Passenger Mini-bus/
1997 Chrysler 7-Passenger Mini-van $3,200 $2,922

For the 32 months from July, 1996, to February, 1999, Treme paid Webb Enterprises
$166,400.  Based on the comparative leasing rates with the buyout option above, Treme
should have paid Webb Enterprises no more than $99,524.  Treme overpaid Webb
Enterprises by at least $66,876 on these two leases.

On Aug. 3, 1997, Treme executed a second operating lease agreement with Webb
Enterprises to terminate on June 30, 1998.  The lease was renewed on July 1, 1998 to
terminate on June 30, 1999.  This lease was for a 28-passenger 1997 Supreme
Senator/Chevrolet mini-bus.  The lease required Treme to pay $3,800 per month plus a
non-refundable deposit equal to two months of lease payments, or $7,600.

According to the vehicle registration obtained from Treme, the cost of the vehicle plus
tax, title and licensing fees paid by Webb Enterprises was $52,636.  The comparative
lease payments were again calculated based on the costs and fees paid by Webb
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Enterprises.  For a 36-month lease with a down payment equivalent to two monthly lease
payments and a $1 buyout option, lease payments per month would be $1,775.

For the 19 months from August, 1997, to February, 1999, Treme paid Webb Enterprises
$77,600.  Based on the comparative leasing rates with the buyout option above, Treme
should have paid Webb Enterprises no more than $37,275.  Treme overpaid Webb
Enterprises by at least $40,325 for this lease.

According to Mr. Webb, one justification for the higher lease rates is the maintenance of
the vehicles.  However, Treme's financial records from just July, 1998, through February,
1999, show that Treme paid $2,151 for repairs and general maintenance of the vehicles,
in addition to the monthly payments.  Mr. Webb also claims that another justification for
the higher lease rates is depreciation.  However, the lower comparative lease payments
also take depreciation of the vehicles into consideration.  Mr. Webb further claims that he
must wait sometimes 120 days from the time Treme enters into a new contract before his
first payment is received.

Mr. Webb stated that he would send us copies of the purchase and financing agreements
for each of the vehicles.  However, he has failed to produce these documents.

Personal Use of Leased Mini-Van

Norman Smith, the executive director of Treme, uses the leased Chrysler luxury mini-van
for personal use.

Sheronde Gennings, the bookkeeper for Treme, stated that Mr. Smith used the Chrysler
luxury mini-van to travel to and from home.  Ms. Gennings went on to say that the luxury
mini-van was not used to transport program participants, and that Mr. Smith was the
primary user of the vehicle.  Mr. Smith corroborated that he used the van for personal
use, but stated that the van was also used to transport program participants.

Travel logs have not been maintained on any of the vehicles. Although the odometer
readings were not excessive, determinations for cost and time allocations between the
programs and Mr. Smith's personal use of the luxury mini-van could not be made.
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Council on Aging Contract with Treme

The Governor's Office of Elderly Affairs improperly ordered the New Orleans Council
on Aging to disburse state funds earmarked for Treme.  The Council on Aging held up
funds to Treme for lack of documentation on vehicles leased by Treme.

The Legislature had appropriated $75,000 directly to Treme for fiscal year 1998, to be
disbursed through Elderly Affairs, which in turn used the Council on Aging to distribute
the funds to Treme.   The funds were paid in monthly installments of one-twelfth each.

In October, 1997, the Council on Aging began questioning Treme's vehicle leases and
when the documentation was not forthcoming, held up two monthly payments, totaling
$12,500.

In January, 1998, Elderly Affairs issued a letter to the Council on Aging stating that it
had researched the costs and the lease payments on the vehicles, and had found no
irregularities.  The letter also ordered the disbursement of funds to Treme based on the
research.  The Council on Aging disbursed the funds as ordered.

Elderly Affairs' research consisted of contacting a bus company to determine the cost of
renting a 28-passenger bus by the week, instead of getting leasing costs from a motor
vehicle dealer.  The research also consisted of getting the price of a 28-passenger bus
from a Chevrolet dealer which by itself has no bearing on the leases.  Elderly Affairs'
research was flawed because the cost of a one-week lease will be considerably higher
than the cost of one week under a long-term lease agreement.  No research was done for
the other leased vehicles.

For fiscal year 1999, the Legislature appropriated funds to Elderly Affairs for senior
centers statewide.   There were no funds appropriated directly to Treme.  Elderly Affairs
decided on $75,000 for Treme.  The Council on Aging promptly disbursed the funds for
fiscal year 1999.  However, Cheryl Pierre, co-acting executive director of the Council on
Aging, refused to sign the contract with Treme.  The contract with Elderly Affairs
requires signed subcontracts before any funds are disbursed.

In April, 1999, when this office began its inquiry, Elderly Affairs held up payment for
two months because the contract had not been signed.  However, at the end of June,
Elderly Affairs ordered the Council on Aging to pay the funds even though the contract
remained unsigned.  P. F. Arceneaux, Jr., director of Elderly Affairs, stated that he did
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not give explicit instructions for the Council on Aging to sign the contract and that it was
the responsibility of the Council on Aging to sign the contract prior to the ordered
disbursement.

At the same time, he instructed the Council on Aging that $15,000 would be disallowed
on the fiscal year 1999 contract as a preliminary estimate of overpayments on the leases
to be withheld in the ensuing fiscal year at a rate of $1,250 a month.  Treme currently has
a contract with the Council on Aging for fiscal year 2000 in the amount of $60,000.

Brenda Meekins

Brenda Meekins received $3,000 from Treme as part of a verbal contract between
January, 1998, and July, 1998, while Treme contracted with the Department of Social
Services FIND Work Program.  During this time, Ms. Meekins was employed with Social
Services as a FIND Work program specialist.  This is a matter for the Louisiana Board of
Ethics to review.

After Ms. Meekins left Social Services on July 22, 1998, she continued to provide grant-
writing services to Treme for $500 a month under written agreement dated Aug. 1, 1998.

Conclusions:

1. Treme Community Education Program overpaid Webb Enterprises by at
least $107,200 for vehicle leases.

2. The executive director of Treme, Norman Smith, used the Chrysler mini-
van for personal use.

3. Elderly Affairs failed to perform its fiduciary responsibility when it
required payment of state funds without supporting documentation even
though it was informed of the questionable validity of the expenditures.

4. In response to instructions from Elderly Affairs, the Council on Aging
released $75,000 in funds in violation of its contract with Elderly Affairs
which required a signed subcontract.

5. Brenda Meekins conducted activities which should be referred to the
Louisiana Board of Ethics for review.
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Recommendations:

1. The affected agencies should seek reimbursement for all costs associated
with the personal use of the Chrysler mini-van.

2. The affected agencies should recoup the excessive lease payments and
associated costs on all vehicles.

3. The Governor’s Office of Elderly Affairs should ensure all subcontracts are
reviewed prior to the release of funds.

4. Brenda Meekins' verbal contract with the Treme Community Education
Program will be referred to the Louisiana Board of Ethics and the
Department of Social Services.

5. This report is being referred to the appropriate law enforcement agencies.

Management Responses:

See attached.

IG Comment:

Webb Enterprises' response includes a lease payment comparison chart which for the
most part compares Webb Enterprises' lease rates to rental rates from charter bus
companies that rent buses on a daily or weekly basis.  A better comparison would be
lease rates from long-term lease agreements, because daily or weekly rental rates will be
considerably higher than the cost of a day or a week under a long-term agreement.

Treme and Elderly Affairs both note that Treme engaged in the bid process to lease the
vehicles.  However, this is not germane to the findings in the Office of Inspector
General's report.

File No.:  1-99-0045
BL/CS/fs




















