




Louisiana Public
Facilities Authority

The Louisiana Public Facilities Authority, a public trust, failed in its fiduciary
responsibility to protect public trust funds by paying severance pay to certain employees
and by abusing expense claims.

The LPFA considers itself a non state agency and its funds not public funds.  It is
contesting in court three laws passed by the Legislature this year affecting its board
membership and operations.

Background

A review of  operations by this office of the LPFA was requested by Terry Ryder, deputy
chief of staff to the Governor.  At the time, a study of  the LPFA was under way by the
Legislative Auditor, who prepared a highly critical report to state Senator John Hainkel
issued June 1, 1999.

In 1970, the Legislature approved creation of public trusts, which led to establishment of
the LPFA in 1974 as a nonprofit public trust with the state as beneficiary.  The Authority
is governed by a five-member board which is virtually self perpetuating under its
previous status.  The Governor appointed persons to the board from a list presented by
the board.

Its primary function is to raise capital through tax free bond issues that promote economic
as well as governmental development. Numerous commercial ventures, such as shopping
centers and hospitals as well as a major student loan program are basic activities of the
LPFA.

Members of the Board of Trustees are Thomas Antoon, Alexandria, chairman; Owen
Brennan Jr., vice chairman, New Orleans; Lemon Coleman Jr., secretary-treasurer,
Pineville; Victor Bussie, Baton Rouge; and Florice Barron, Shreveport.  Mr. Brennan and
Mr. Bussie have served on the board since its inception.



LPFA
Page 2

Allegations

This office received an anonymous list of 17 allegations of alleged wrongdoing and
improper activities connected with the operation of the LPFA.

As a result of an investigation into these allegations, it was determined that 15 of the 17
either could not be substantiated or did not merit further consideration.  For example, one
allegation alleged that the executive director received a $500 monthly vehicle allowance
while also being reimbursed mileage and gasoline costs.  The agency authorized gasoline
costs when his vehicle was used for out of town trips, but no mileage reimbursement was
paid.  In another case, an allegation that an LPFA official acted improperly in relation to
an employee described a minor incident that occurred 10 years ago. It was decided not to
pursue the issue.

Fiduciary Responsibility

The LPFA failed to carry out its fiduciary duty to protect the interests of the state by
bestowing monetary gifts to employees and paying per diems and other expenses that, in
our opinion, did not inure to the benefit of the state.

As a matter of fundamental trust law, trustees are required to administer trust property
solely in the beneficiary’s interest.  Trustees may only incur expenses that are necessary
to carry out the purposes of the trust.

The trust indenture, which created the LPFA, states, “the purposes of the LPFA are to
promote, encourage and further the accomplishments of all activities which are or may
become of benefit to the State of Louisiana and which have a public purpose.”

The public trust law authorizes a “reasonable” per diem. However, the trust indenture is
more restrictive.  The trust indenture states, “The trustees shall serve without
compensation, except for per diem payments for attending Authority meetings as the
Board of Trustees shall deem appropriate."  The  board has interpreted the last phrase to
permit per diem payments for individual attendance on board business even when the
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board is not meeting in formal session. A per diem payment of $300 for each meeting or
activity was authorized by the LPFA.  This interpretation is subject to dispute.

A review of records for 1998 showed a total of  $48,600 paid out to the members.  This
included attendance at regular meetings, bond closings, conferences and even the
execution of  contracts.

Mr. Antoon received $22,200 in per diem payments in 1998.  This included $5,400 for 18
occasions on which he executed contracts in his Alexandria office.  Mr. Antoon stated
that he did not denote all of the activities associated with the contracts in which he
engaged.

The amount of  per diem at $300 and the relatively minor activity of signing contracts in
his office sparked much of the criticism concerning the LPFA’s operations.

A review of per diem payments to persons serving on other major state boards and
commissions shows a wide range from zero to $150, with most authorizing $50 and $75
rates.  The Board for Certified Social Worker Examiners has no authorized per diem.
The highest at $150 includes the Board of Dentistry, State Employees Retirement System
and the officers of the Board of Certified Public Accountants.  The Gaming Control
Board pays $100 per meeting, the State Bond Commission, which has to approve LPFA
bond issues, receives $75, the State Civil Service Commisson, $75, the Board of Trustees
for State Colleges and Universities, $50, and the Board of Regents, $50. Legislators
receive $97.

In the 1999 session, the Legislature limited per diem for public trust board members to
$200.

In addition to the per diem issue, the Legislative Auditor also detailed expense payments
for such things as parties, gifts to employees, trip expenses for the wife of one board
member, memberships and sponsorships in various organizations which are not state
related and severance pay to employees.

Our review showed that Paul Gravel, deputy executive director, who left in April, 1998,
received two months severance pay totaling $13,333.  There was no legal obligation to
pay Mr. Gravel any additional income. He resigned to take another position in
Washington, D.C. with LSU. Mr. Gravel’s salary at LPFA was $80,000  and  became
$128,000 at LSU.

James Parks, executive director, said Mr. Gravel asked for help in paying his moving
expenses to Washington.  He said that he discussed the payment with Mr. Antoon and it
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was decided to give him two months pay because of his length of service and a previous
reduction in pay.

Severance pay is not part of the normal pay and benefit package for employees in the
agency.  The Employee Handbook, which is the policy manual, provides for employees
to be paid for all earned but unused vacation and sick time.  There is no mention of
severance pay.

The Legislative Auditor also reported that three employees whose positions were
terminated received six months severance pay.

Legal Action

The Legislature adopted three pieces of legislation during the 1999 regular session. One
established the maximum per diem at $200, a second required a public trust to run its
budget by the Legislative Budget Committee for review and approval, and a third
increased the number of board members from five to seven and gave the Governor power
to appoint persons of his choosing without having to rely on a board nomination.

In response, the LPFA filed a law suit in 19th Judicial District Court challenging the right
of the Legislature to legislate on matters affecting a public trust.

Conclusions:

1. The LPFA failed to carry out its fiduciary responsibility to protect the interests
of the state by bestowing monetary gifts to employees and paying per diems
and other expenses which, in our opinion, did not inure to the benefit of the
state.

2. The LPFA authorized its board members to receive $300 per diem not only for
meetings, but for lesser activities such as signing contracts, contrary to the trust
indenture.
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3. The $300 per diem was not “reasonable” in comparison to per diems for
persons serving on other boards and commissions.  The amount has been
reduced by the Legislature to $200.

4. The LPFA gave two-months severance pay to Deputy Executive Director Paul
Gravel totaling $13,333 when it had no legal obligation to do so, which did not
inure to the benefit of the state.

Recommendations:

1. The LPFA should limit expenditure of its funds, which we consider to be
public, for those expenses and per diems which inure to the benefit of the
public and not the private interests of  employees and others.

2. The LPFA should seek recovery of the $13,333 paid to Mr. Gravel, the $5,400
paid to Mr. Antoon for per diems on activities not part of a meeting, and those
improper expenditures listed by the Legislative Auditor.

Responses:

The LPFA response is attached.  Exhibits provided with the response may be
viewed at this office or at LPFA.

IG Comments:

On the matter of whether the LPFA is a state agency and its funds are public, the
LPFA attempts to have it both ways.  For the purposes of its attack on legislation
affecting its operational status, the LPFA asserts that it is not a state agency and,
therefore, its funds are not public.  For the purposes of defending itself against
antitrust claims in the U.S. Fifth Circuit Court of Appeals, the LPFA claimed it
was immune from the suit because it is a state agency.  Whether it is a “state
agency” is not at issue in this report.  It is our opinion that the LPFA has lost sight
of the overriding fact that a public trust and its funds are fundamentally public in
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character and not to be doled out in the manner of a private company.  The LPFA
was created pursuant to a law dealing with public trusts.  The Public Trust Law
provides, “All public trusts hereafter created or amended under this chapter shall
constitute public corporations of the beneficiary.”  The language of the law at the
time the LPFA was created termed it a state agency and it was only through the
amendment process by the Legislature that it was termed a public corporation.

For purposes of this report we do not make an issue of  whether the LPFA is a
state agency or whether its funds are public.  We focus on the fact that as
beneficiary, the state’s benefits are impaired by what we believe are the
unreasonable and improper expenditure of its funds.
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