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OFFICE OF

LEGISLATIVE AUDITOR
STATE OF LOUISIANA
BATON ROUGE, LOUISIANA 70804-9397
1600 NORTH THIRD STREET
POST OFFICE BOX 94397

TELEPHONE: (225) 339-3800
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October 29, 2003

THE HONORABLE WILLIE HAYNES, 111, MAYOR,
AND MEMBERS OF THE TOWN COUNCIL
Melville, Louisiana

Transmitted herewith is our investigative report on the Town of Melville. Our examination was
conducted in accordance with Title 24 of the Louisiana Revised Statutes and was performed to
determine the propriety of certain allegations received by this office.

This report presents our findings and recommendations, as well as the response from the Town
of Melville. Copies of this report have been delivered to the Town of Melville and the
Honorable Earl Taylor, District Attorney for the Twenty-Seventh Judicial District of Louisiana,
and others as required by state law.

Respectfully submitted,
= :

Grover C. Austin, CPA
First Assistant Legislative Auditor
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Executive Summary

Investigative Audit Report
Town of Melville

Background (See page 3.)

The Town of Melville (Town) was incorporated in 1911 under the provisions of the Lawrason
Act. The Town operates under a Mayor-Board of Aldermen form of government. The Mayor
and five Aldermen are elected at large every four years by the residents of the Town. The Town
is located in St. Landry Parish and has a population of approximately 1,376 people. The Town
provides fire and police protection, street maintenance, gas, and water and sewer services. The
legislative auditor received information indicating that certain Town transactions were improper.
This investigative audit was performed to determine the propriety of these transactions.

Findings
Competitive Bid Process Flawed (See page 5.)

The Town of Melville paid $18,450 to install a chain link fence around the Town's park.
Although not required by state law to solicit quotes, the Town files included four quotes giving
the appearance that competitive prices were obtained and the lowest competitive price was
selected. Though obtaining competitive prices is a desirable practice when spending public
funds, the Town’s procedures appear to have been flawed. At least two of the quotes were
obtained from one individual representing two vendors and no town official will acknowledge
receiving a third quote which appears to be fraudulent. During our audit, we obtained
comparable prices from two fence companies of $14,442 and $15,750, thereby indicating that the
Town could have paid $2,700 to $4,008 less for its fence.

Mayor Failed to Recover Town Funds (See page 7. )

Mayor Haynes has failed to seek recovery of $4,534 in public funds used to repair a natural gas
line damaged by a private contractor.
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Recommendations (See page 11.)

We recommend that the Town of Melville ensure that bidding procedures, when used, are
performed to provide the best competitive price available. When bids are not necessary, good
business practices demand seeking competitive quotes and, if appropriate, explaining why the
lowest price was not selected. We also recommend that the Town of Melville seek
reimbursement of costs associated with repairing the Town's natural gas line.

Our examination disclosed other weaknesses in the controls at the Town of Melville. We found
that Mayor Willie Haynes is periodically reimbursed for travel and meals associated with
monitoring the Town's grass cutting along the levee between the Town of Melville and the Town
of Krotz Springs. We recommend that the Town of Melville establish written policies providing
guidance for the use of Town funds for travel and meal expenditures. These policies should be
specific as to departure and arrival times and beginning and ending mileage traveled.

Management's Response (See Attachment 1.)

Legal counsel representing the Town of Melville conveyed that Mayor Willie Haynes will
request the Town Council to approve all recommendations made by the Legislative Auditor.



Background and Methodology

The Town of Melville (Town) was incorporated in 1911 under the provisions of the Lawrason
Act. The Town operates under a Mayor-Board of Aldermen form of government. The Mayor
and five Aldermen are elected at large every four years by the residents of the Town. The Town
is located in St. Landry Parish and has a population of approximately 1,376 people. The Town
provides fire and police protection, street maintenance, gas, water, and sewer services.

On March 20, 2003, the legislative auditor received information alleging improprieties within the
Town. This investigative audit was performed to determine the propriety of this allegation.

The procedures performed during this investigative audit consisted of (1) interviewing
employees and officials of the Town; (2) interviewing other persons as appropriate; (3)
examining selected Town and vendor records; (4) performing observations; and (5) reviewing
applicable state laws and regulations.
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Findings

Competitive Bid Process Flawed

The Town of Melville (Town) paid $18,450 to install a chain link fence around the Town's park.
Although not required by state law to solicit quotes, the Town files included four quotes giving the
appearance that competitive prices were obtained and the lowest competitive price was selected.
Though obtaining competitive prices is a desirable practice when spending public funds, the
Town’s procedures appear to have been flawed. At least two of the quotes were obtained from one
individual representing two vendors and no Town official will acknowledge receiving a third quote
which appears to be fraudulent. During our audit, we obtained comparable prices from two fence
companies of $14,442 and $15,750, thereby indicating that the Town could have paid $2,700 to
$4,008 less for its fence.

On April 9, 2002, the Town Council declared a state of emergency and authorized Mayor Willie
Haynes to apply to the Governor’s Office of Rural Development (ORD) for funding to renovate
the Town's park. In May 2002, ORD awarded the Town a $20,000 grant to renovate the Town
park. Of this amount, the Town paid $18,450 to Allstate Fence Company of Frankston, Texas, to
install a fence around the park.

Louisiana law' considers the construction of a fence on public property a public works contract.
Public works contracts exceeding $100,000 must be advertised and let by competitive bid in
accordance with statutorily defined procedures. Public works projects less than $100,000 are not
required by state law to be bid. The legislative auditor routinely recommends that the best interest
of the public is served by obtaining competitive prices for public works projects less than
$100,000. Because the cost would be less than $100,000, the Town was not required to seek bids.
However, the Town received written quotes from four vendors as follows:

Vendor Quote Amount
Hurricane Wholesale Fence, Baton Rouge, LA Undetermined”
All State Fence Co., Hammond, LA $18,976
A-American Fence Co., Denham Springs, LA $19,952
Allstate Fence Co., Frankston, TX $18,450

'R.S. 38:2211(11) provides that public work means the erection, construction, alteration, improvement, or repair of any public facility or immovable
property owned, used, or leased by a public entity.

R.S. 38:2212(A)(1)(a) provides, in part, that all public work exceeding the contract limit to be done by a public entity shall be advertised and let by
contract to the lowest responsible bidder who had bid according to the contract, plans, and specifications as advertised, and no such public work
shall be done except as provided in this Part.

*The amount on the original quote faxed to the Town of Melville is not legible. The company's owner at that time, Mr. D. A. Gulledge, stated that he
did not maintain a copy of the quote and stated that he could not recall the amount of the quote.
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The existence of the four quotes gives the appearance that the Town sought the lowest competitive
price. One of the quotes appears to be fraudulent and two others were obtained from one
individual representing two vendors. Mayor Haynes explained that because former Councilman
Alex Dugas owned Dugas Fence Company, he asked Mr. Dugas to request quotes to have a chain
link fence installed around the Town's park. Mayor Haynes stated that he was not sure if the
quotes were faxed or mailed to the Town or if Mr. Dugas hand delivered them to him. Mayor
Haynes stated that he chose the quote from Allstate Fence Co. (Franskton, TX) because it was the
lowest price and because Mr. Dugas said he knew the owner.

A-American Fence Company (Denham Springs, LA)

The Town files included one quote from A-American Fence Company of Denham Springs,
Louisiana. According to the company's owner, Mr. Jerry Stafford, the signature on the quote is not
his. Mr. Stafford explained that the address and area code on the fraudulent document was not
accurate for the date the quote was supposedly prepared (1424 North River Road, Denham Springs
and area code 504). He further stated that had he prepared the quote in June 2002, he would have
used his new form which included his new address and area code. We are unable to determine
who prepared this quote.

Mr. Alex Dugas’ Statements

~
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Findings

contractors. He stated that Mr. Gomez faxed quotes to install the fence to Melville's town hall.
Town records indicated that at least two quotes were received by fax. One was received from All
State Fence Company of Hammond, Louisiana, Mr. Gomez's personal business and the other from
Hurricane Wholesale (Mr. Gomez's employer). Mr. Dugas stated that he received one other quote
from Mr. James Gentry, the owner of Allstate Fence Company in Frankston, Texas. He explained
that Mr. Gentry had telephoned him and inquired about bidding on the fencing job. He indicated
that he has known Mr. Gentry for many years; however, he had no idea how Mr. Gentry knew that
the Town was seeking a fence contractor.

We informed Mr. Dugas that records indicated that the town had also received a quote from
A-American Fence Company. Mr. Dugas stated that he could not recall whether or not Mr. Gomez
had provided him with this quote. According to Mr. Dugas, he only requested quotes from

Mr. Gomez and Mr. Gentry. He stated that he must have received the A-American quote from

Mr. Gomez, although he could not recall whether or not he had given the quote to the mayor.

When informed that the bid from A-American appeared to be a fraudulent document,
Mayor Haynes stated that quotes to install the fence were obtained by Mr. Dugas and that he
believed Mr. Dugas had given him the quote from A-American.

Lower Prices Available for Competitive Fencing

Although Mayor Haynes stated that he chose Allstate Fence Company because it was the lowest
bidder at $18,450, we obtained price quotes during February 2003 from Gulledge Wholesale Fence
Company and Hurricane Wholesale Fence in the amounts of $14,442 and $15,750, respectively.
Therefore, it appears that the Town paid $2,700 to $4,008 more than was competitively available
to have the fence installed.

The purpose of soliciting multiple quotes is to obtain independent prices from a competitive
market with the end objective of selecting the lowest responsible bidder. Though the Town
obtained four quotes, two were not independent and a third was fraudulent. The mayor selected
the fourth quote as the lowest price. The quote process was performed in a manner that did not
promote competition and resulted in the Town not receiving the best possible competitive price
available.

Mayor Failed to Recover Town Funds

Mayor Haynes has failed to seek recovery of $4,534 in public funds used to repair a natural gas
line damaged by a private contractor.

Town records indicated that during a Town meeting on February 8, 2000, Mr. Ray Majors, a
resident and private contractor, requested that the council allow him to connect his subdivision
(Riverland) to the Town's water system. On April 11, 2000, the council declined his request.
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According to Mr. Majors, initially the Town was interested in selling its water to home owners in
Riverland and had indicated that they would allow him to connect a waterline from Riverland to
the Town's water system, provided he obtained permits from the Corps of Engineers, DOTD, and
the Red River, Atchafalaya and Bayou Boeuf Levee District in addition to notifying "Dial One
Time To Inform Everyone" (DOTTIE). He stated that the Town had also indicated it would pay
for the materials if he provided the labor. He indicated that he had purchased piping and had
begun installing a waterline from Riverland to connect to the Town's water system when the Town
Council decided against it.

Though the Town council had declined his request, Mr. Majors continued to excavate the land for
purposes of connecting to the Town’s water system, thereby placing the Town’s utility systems at
risk. On September 28, 2001, and again on October 15, 2001, Mr. Majors damaged a Town
natural gas line while he was excavating. The Town paid $4,534 in costs related to repairs to the
damaged gas line.

Maintenance Supervisor Withness Meche stated that the Town received its natural gas through a
pipe line on an easement that crosses Mr. Majors' property. He explained that DOTTIE notified
him with a "Notice of Intent to Excavate" (on September 26, 2001) and requested that the Town
mark the property where Mr. Majors had intended to install a waterline. He stated that during the
morning of September 28, 2001 (the mark by time date), he marked the location where the natural
gas line crossed Mr. Majors' property at Jackson Road and Highway 105. However, he only
marked that portion of the property where the gas line ran outside of Mr. Majors' property to the
road with the intention of returning on September 29 to mark the location of the gas line where it
crossed Mr. Majors' property. According to Mr. Meche, the marking was completed on
September 29, 2001.

Mr. Meche further explained that DOTTIE allowed him so many hours to complete marking of the
property. (R.S. 40:1749.13 provides that a person engaged in the excavation of property shall wait
at least forty-eight hours following notification before commencing any excavating activity.)

Mr. Meche stated that although all the property had not been marked, Mr. Majors continued to dig
on his property on September 28. As a result Mr. Majors cut the Town’s gas supply pipe line. On
October 15, 2001, Mr. Majors damaged the Town gas line for a second time. By this time, the
September 28 marking had expired. R.S. 40:1749.14 requires an excavator to notify DOTTIE
when the marks (marking of property) are no longer visible or if the excavation cannot be
completed within ten calendar days from the mark by time date, whichever occurs first.

The Town paid employee wages of $1,084 and $3,450 to outside contractors to repair the damages
to the natural gas line caused by Mr. Majors during September and October 2001. Because

Mr. Majors caused the damage to the Town’s gas line and caused undue risks to the Town’s utility
system, he has an obligation to bear the costs of repair. Likewise, Mayor Haynes has a
responsibility to seek recovery of the Town funds used in such repairs. A review of Town records
indicates that the Town has not billed for the damages.



Findings

Mr. Majors agrees that he damaged the Town's gas line and stated he has not reimbursed the Town
the cost of repairing the gas line because he has not received a bill from the Town. In addition,
Mr. Majors stated that the natural gas line runs approximately 16 feet inside his property and is not
on the right-of-way. However, according to DOTD records, the gas line is located on the right-of-
way.
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Recommendations

The Town of Melville should ensure that bidding procedures, when used, are performed to
provide the best competitive price available. In addition, the Town should seek independent,
competitive bids. Advertising, solicitation of bids, and other procedures should be performed by
the mayor or Town employees, not by members of the Town Council. When bids are not
necessary, good business practices demand seeking competitive quotes and, if appropriate,
explaining why the lowest price was not selected.

The mayor should seek reimbursement of costs associated with repairing the Town's natural gas
line. In addition, the mayor should assess the total risk associated with an attempted,
unauthorized connection to the Town’s water system and develop procedures to reduce this risk.

In addition, our examination disclosed that Mayor Willie Haynes is periodically reimbursed for
travel and meals associated with monitoring the Town's grass cutting along the levee between the
Town of Melville and the Town of Krotz Springs. Currently, the Town has no policies regarding
the reimbursement of travel and/or meal expenses incurred by Town employees. The Town
should establish written policies providing guidance for the use of Town funds for travel and
meal expenditures. These policies should be specific as to those costs which are reimbursable
and documentation required to support such reimbursement.

11



Town of Melville

12



Attachment |

Management’s Response



ASHLEY LAW OFFICES

(A PROFESSIONAL LAW CORPORATION)

C.J. "RUSTY" ASHLEY, Il
112 WEST BELLEVUE STREET OPELOUSAS, LOUISIANA 70570

OFFICE: (337) 4079111
FAcsIMILE: (337) 407-9100
E-MAIL ADDRESS. CJRA@BELLSOUTH.NET

October 23, 2003

Mr. Ernest K. Levy

Investigative Audit Manager

Office of Legislative Auditor VIA FAX @ 225-339-3987
State of Louisiana & US MAIL

P.O. Box 94397

Baton Rouge, LA 70804-9397

Re: Town of Melville

Dear Mr. Levy:

This law firm represents the Town of Melville. | recently met with Mr. Willie Haynes, 1il, Mayor
of Melville, Louisiana in regard to the open investigation that the Legislative Auditor's Office
has conducted regarding certain affairs of the Town of Melville.

I am in possession of a copy of the ten (10) page Investigative Audit Report of the Town of
Melville and associated correspondence. | have reviewed same with Mayor Haynes, and he
has asked me to convey to you that at the next Town Council Meeting on Tuesday, October
28, 2003, he will ask the Town Council to approve all the recommendations made by your
office on page ten (10) of the report.

Please contact me at your earliest convenience should your office require any further
assistance from my office or from the Mayor and Town Council of the Town of Melville.

Thanks very much.

Yours truly,

Y LA FICES
A SN
Rusty Ashley
RA/tIp ‘

ccC: Honorable Willie Haynes, I, Mayor
Town Council Members






