Board Management Relations

When Things Go Wrong!

One Port’'s Story




Thielen rips port on way out

(Commissioner calls it quits, citing account: ability issues r




Another port defection

Donaldson cites fiscal mismanagement h\ Lontr :Iliw'r segment” of Dock Board
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Port plan
presents
problems

Unused document lays out
bleak future, solution strategies
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Survey: Port
= | leads Gulf
the port faces a . 5 ELE
ak financial picture unl 1mn l()SSGS

nges are mad:
The plan put together by the
ity of New Orleans
a comprehens

review of the port and its o The Port of

ations from 1997 throu ; Charles had the highe
. operating losses among
review. Gulf of Me 0 ports thr
of the plan obtained i

00 rnda,ter plan for
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recommendat: i »1]
“The port’s financial situation 5. nd 2000
has been impacted by a < Maritime
significant investment
program Dep‘u tment of Transpor-

“The possibility of reduced tation.
coke shipments through Bulk The annual surv
Terminal No. 1 may been compiled eaf_h
significantly erode the port's for more than 2
revenue base.” It’s the only financial
ome port operations
currently incur operating
losses.”

“It is recommended that the
port increase utilization of its
assets, specifically those at
the City Docks and Industrial
Canal facilities, as well as the
East Industrial Parks.”

“"Another recommendation 5
consists of the port assessing The Maritime Admini-
possibilities for increasing stration does the report
revenues. using financial informa-

“Possibilities may include tion provid by the
implementing measures to American Association of
argo and ten- Authorities.

w of the port’s Portions of the 199

The report contains
“financial d'at'i on mar-

including the

statement, balance sheet,
itstanding bonds, debt
rvice, sales off

and charg
The master plan was put
gether last ve TNO’'s e Charles prt-peu ed by
the University N
Orleans.
The port listed L
See LOSSES, Page




Audit: Port ignored plan
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The Port of Lake Charles
h;ﬂ:a not adopted a “comprehen-
sive strategic plan” and its
operations suffer because of it
according to auditors,

The port auditors, McElroy,
Quirk & Burch, and the State
Legislative Auditor's Office,
noted that in May 2002, the port
received a study that provided
current and long-term plan-
ning for the port.

Auditare nnted that tha

study, which cost nearly
$230,000, is still incomplete and
that they found no evidence
that management provided the
necessary input to complete
the plan.

Auditors wrote that port
management “has failed to
exercise its fiduciary responsi.
bilities relating to developing,
adopting, implementing, and
monitoring a comprehensive
strategic plan” for the port.

They added that port man-
agement has “made business

Con BMBYT Ao-. &4

THE PORT

AUDIT
a special

o

EDITOR'S NOTE: Because of the
length and depth of the 207-page
Port of Lake Charles’ audit, the
American Press plans to run stories
every day this week through
Sunday about the audit's findings

SnA raenanrad frarm tha asa



Attorney Port broke law
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‘Revenue Jﬂd FUINTISE AR OO
! |
misleinding, The omer |_r.' L1 |_'.'|'|.Iu! Hax nusieading

fioencied informetion violates Federal Securities &

Exchonge Comnmission keces and redulations.

: Mike Dees




Port’s bank official: Calling in bonds ‘last resort
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FBI shows mterest m port

Agency to examine issues
raised by Dees’ opinion




‘Millions’ in revenue lost




PORT OF LAKE CHARLES [N

Audit; Lack of controls leads to excessive overtime payments

RN T W
EY HECTOR SAN MIGUEL

APARICAN MR

The Pord of Lake Charles
b prd for hugadrads of over-
it o that were cladmed
by part emplovess “when if
ETREY EHOE L MBSy O M
Dok Do of a lack of oo
treils,

T'hae’s arearding to an audit
conducted by the purt's audi
tors, MeEkoy, Girk & Burch,
and the State Legislative
Auuitor's e,

“Managemenl Failed fo
egtablish appopriak: cantrb
for evertime haurs worked by
emphoves, thus allamg over
tiem 0 Lo clobed wehien it miy
THO b HECRSSry of appropri-
abe” muditors wiote,

Auitoirs fiuand that the port

1 ot fior 2002 @ bal hourly
tﬁTﬂlJ of 25 million, o which

(4,507 was overtime pav,

Tls wis mhout 26 pereent of
e port's lotal bourly eyl
FoAn amalysis of selected
departments ot the port and

THE

o
/

their resular and overime
beotirs fwagws from Iast year
aloness that port paid out $1.3
trilibion in total pav at Bulk
Trirminal 161 57 cinploveocs,

Thiks comsisted of 5747564 in
regular pay and 4330577 in
overtime pay. Emplivees at
BT clmimed 2417 howrs of
v,

A Tnok at cerinin coxplovees.
Wha were ool nemed, shined
that one employes who wirks
L port administration was
naid reglar pay of febik Lt
vear and recelved snolher
S 114 i overimae i, polting
thodr Lotal annual salary ae
S92, The smploves workd
2000 pesllar hudes and was

e for 115 bours of overtime— hours, anending afier-hour

o 002

Destnict (port) events, and for

Audicors wiode hat (helr  trvaling. While there is no
revvieny of the departmenis and  specific prohibition for claim

PO erngikivRes revedlad:

“Thie District's {port) pay pokcy
does not provide adequate
guidekees for working
G ardd edrming
compensatory time.”

“Prior appraval for hﬂd{ing

ing such hours, the Distrct
shauld consider whether

ckairns for such compensatory

time should be specfically
addressed In thelr winrk
polcy.

Examnples of problers with
overtime (s nat documented.”  port overtime fonnd by the

The documentation for work:  A0dilors wery

ing avertime 5 nat adequately 1 STRoyeR I the port admi-

gocirmented 10 justify bath
the need and,or cost effec:
ienass for the ovenime.”

"The verst agority ef the
Distrct’s owertime hours
chaimed occumred In the Bull
Terminal Ho. | department,
Errgicoyees of this depariment
wark feday, |2-haur shifts,
They average 1,000 suettime
Hours par year,”

Some sabined emplovies and
generdl counsel claimed

compensatory time for taking
inclividuals 1o drner after

Istrative department worked
20 haurs avertime on June 8,
2002 {Saturday. The fime
shiset memo dated, "Rice

Millers Convention, Colordo,”

The eimpharee | o this
on Jurie 9, 2003, The same
emphoyee worked 2 "o
pensatary hours' on June |5,
2002 (Saturcay). Tha time
shiiet marnc states, “Beavar
Creek Corwentlon.” This was
the travel day for the employ:
ee's retuim flight from
Cokorade 1o Lake Charles
"Thuring 1he fwe dins of Sen

7, 002, and Sapt. B, 2002,
(aturcly and Sundavi this
effplovie worked 20
awvertime hours for cleaning
restroons, Mushing dran,
washing van and buffing
fhaies,” auditars wiote,

ABT:| emgloyes in the two
week pay period of March 6,
2002, throuigh March 19,
2002, worked 80 reqular
haurs and 88 overtiine hairs.
The same employee worked
in another o week pay
plriod - July 24, 2002,
thraugh Aug. &, 2002, a tofal
of 80 regular hours and 73
owertime hiaurs,

Another BT-1 enmplovie worked
B0 regular hours and 72 hours
OvETIE in The tad-week py
period of Aug. 21, 2002,
thegugh sent, 3, 2002, Dirlng
the: b weks, the employes
worked saven ding 3 week,
This included working 16
hours an et 1, 2002 and 20
hows on e, 2, 2002,

The Dk Board responded
that it ngreed with this finding

earh drparTmens.”

The board wrote that the
“higgest overnme problen” the
part has bs at BT-1. This is the
part's bigest meney makey.

“This prablem has been a
eaneern of the baard and e
prior port director for some
Tirse, AS Shiswm i peports fom
the prior poet director, be had
e dmdtiatives 1o get a et
tundle on the pvertime prob-
et BT-1." the boand vwrote.

“These initiatives includad
the: flrivg of & new dimector at
BT-1 with past experience sth
thds type of facility gs well as
nther things,"

Tho board weote that over-
time hours at the City Docks
“18 alost 4 given because of
e puature of operathons.”

“Itw hulk of the overtime
s A bt of e nivis
ity of cleaning the warehoos
6, The warchose: cannod be
cleaned while cargo is being
v, The record carso belng
penerated by the port makes

this o good problem to have,”

abe hoamd ———



Audit: Port purchase of loader
defies ‘sound business judgment’
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BY HECTOR SAN MIGUEL
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The Port of Lake Charles
has spent more than $55 mil-
lion on a semi-automatic bag
handling plant that once com-
pleted will be “financially
impractical” and possibly
obsolete.

That's according to an audit
conducted by the port audi-
tors, McElroy, Quirk & Burch,
and the State Legislative
Auditor's Office.

The automated terminal,
which includes spiralveyors to
load ships, would allow the
port to load 200 metric tons per
hour, 20 hours per day, accord-
ing to the Dock Board.

EDITOR’S NOTE: Because of the
length and depth of the 207-page
Port of Lake Charles’ audit, the
American Press plans to run stories
every day this week through
Sunday about the audit's findings
and responses from the port.

“This facility, which will be
the most advanced facility of
its kind in the U.S., will help
ships and shiplines realize

greater savings by utilizing the
Port of Lake Charles,” Dock
Board President Hillery
Langley Jr. said in a recent
port newsletter.

Auditors wrote that port
management “failed to exer-
cise sound business judgment
and their fiduciary responsi-
bility in properly evaluating
and considering the financial
feasibility of the semi-automat-
ic bag handling facility project
prior to starting the project
and during the construction
phase of the project.”

They added that “if and
when this project becomes
operational” the port's con-
tract with Lake Charles

See AUDIT, Page AS



Audit: Public
funds wasted

Firms were
overpaid in
some cases

T
BY HECTOR SAN MIGUEL

AMERICAN PRESS

The Port of Lake Charles
“inadequately managed and
monitored service contracts,”
resulting in payment of pub-
lic money that shouldn’t have
been paid out, according to
an audit by the port’s audi-
tors, McElroy, Guirk & Burch
and the state legislative audi-
tor's office.

Auditors wrote that public
funds paid out for service
contracts “may not be sup-
ported by approved contracts
and/or may not be in accor-
dance with contract provi
sions.”

They added that port man-
agement failed to:

B “Determine the finan-
clal consequences of the con-
tracts” to the port.

B “Determine whether the
terms and conditions of the
contracts were reasonable.”

B “Have a legal review of
all contracts prior to signing
the contracts,”

B " Adequately review the
invoices before payvment to
ensure that contract provi-
sions were followed.”

“Sound business judgment
dictates that before entering
into a contract for services, a
determination be made as to
whether the services are nec-
essary, what the financial

EDITOR'S NOTE: Because of the
length and depth of the 207-page
Port of Lake Charles’ auwdit, the
American Press plans 10 run stones
every day this week t
Sunday about the audit’s findings
and responses from the port

* Fi iy g -:‘-'{l b4

What's your reaction
to the Port of Lake
Charles audit?

To take pam in Your Call,
call 494-4098. When the
reconding starts, press 3,
then press 1, Leave a com-
ment at the tone., Selected
cormments will appear
Monday.

consequences will to the
{port), whether the contract is
legal and the terms and con-
ditions are in the best inter-
est” of the port, the auditors
wrote,

See AUDIT, Page AS

(Gov. Foster
signs off on
new board

BY HECTOR S5AN

AMERICAN PRESS

Gov. Mike Foster has

sigmed commissions for seven

nominees to the Charles
Dock Board effectively wip-
ing out the remaining five
member board.

A meeting is being sched-
uled for Tuesday, June 3, for
the new board members to
take an oath of office and
draw lots to determine who
will serve two-, three- or four-

board members' terms
are being staggered to elimi-
@ the need to select & com-
letely new board at one time
State Sen. Willie Mount of
Lake Charles is working to
set the meeting up for next
week. She is the legislative
delegation’s liaison to the
port since it's in her Senate
district
The new dock board is
Mark Abraham, Kav Barmett,
Fred Godwin, Leonard
Knapp, Charles Liggio, Wade
Shaddoeck and Marshall
Simien Jr
Foster s 1 port legisla-
tion Thurs hat provided
for appointment of the new
board
The seven members now
have to be confirmed by the
See BOARD, Fage AS




Millions at stake if
port cancels contract
with LC Stevedores

The “liquidated damages”
clause is in part of the
contract for the port's 871
million automatic bag-
loading facility.

T L T R
BY JEREMY HARPER

AMERICAN PRESS

The Port of Lake Charles,
which is trying to rework its
cargo unloading and receiv-
ing contracts with Lake
Charles Stevedores, must pay
the company $5 million-$6
million if it cancels one of the
agreements.

The “liquidated damages”
clause is in the port’s contract
with Lake Charles Stevedores
for the port’s $71 million auto-
matic bag-loading facility.
The contract was signed by
the previous port administra-
tion.

The agree-
ment calls for
the port to pay
damages if it
cancels the
B contract “with-
8l out cause.”
The amount of
the damages is
based on how
much cargo has been moved
by the automated system.

For example, under the
original version of the con-
tract, the port would have to
pay $5 million if it cancels the
deal before 350,000 tons of
bagged cargo was loaded
through the automatic facili-
ty.

The fee decreases incre-
mentally as more cargo is
loaded. The lowest possible
payment listed is $450,000.

However, Port Director
Adam MecBride said the top-
level payment was increased

MCBRIDE

See PORT, Page A7




Union official held
unwritten position

The audit of the Port

of Lake Charles eriticizses
the appointment

of Lash Chretien as

the port’s clerk in charge.

BY HECTOR SAN MIGUEL
AMERICAN PRESS

Anclit noves possilility of

BRAD PUCKETT / AMERICAN PRESS
Lake Charles Dock Board President Hillery Langley, left,
speaks with Lash Chretien, president of the
International Longshoremen Association Local 2047
before the April 22 meeting of the House Committee on
Transportation, Highways and Public Works in Baton
Rouge.

o oTerpovInents to Stevedores
Longshoremen Union PAGE AS
President Lash Chretien Sr.
has been paid thousands of dol-
lars for more than five years

by the Port of Lake Charles to
See POSITION, Page Ad

POSITION: Audit suggests case be considered by state, federal prosecutors

L
Auneliv: Lack of conrrols leads
o excessive ooertine
INOITEnE S
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$4, 000
in booze
at Port

New director: Liquor supply
will be sold to highest bidder

R S A e A AT
BY HECTOR SAN MIGUEL
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ore tl‘l'il'l §

port.
The =
found in :

BRAD PIL
This large stash of hard
liquor, wine and beer paid
for with public money was
found in a storage room at
the Port of Lake Charles.
Its estimated worth is
% . more than $4,000.
paper in
yur public
tocal nec n‘\‘
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See ALCOHOL, Page AG




Auditors
rip trip

expenses

‘Promotional activities’ costs
exceed limits set by La. law

EY HECTOR s.a.lu MICUEL THE PORT

ll.llll'l'

Charles
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Audit finds problems

Port given two-week
deadline to respond

House
to hear
bill today
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