
 

1200 Nineteenth Street, N.W. 
Washington, D.C. 20036-2412 

main 202.861.3900  fax 202.223.2085 
  

 RICHARD MARKS 
richard.marks@piperrudnick.com 

direct 202.861.6427  fax 202.689.7554 

April 18, 2003 
 
The Honorable Mitch Landrieu 
Chairman 
Louisiana Juvenile Justice Commission 
PO Box 44371 
Baton Rouge, Louisiana 70804 
 
 Re: Final Report – Tallulah Juvenile Facility 
 
Dear Representative Landrieu: 

We have completed our review and analysis of certain documents provided by the State 
of Louisiana Department of Public Safety and Corrections (the “Department”) and the State of 
Louisiana Division of Administration (the “Division of Administration”) related to the juvenile 
prison in Tallulah, Louisiana.  

Facts 
 

In 1994, the Department entered into a Cooperative Endeavor Agreement (the 
“Agreement”) dated February 10, 1994, as amended (Louisiana Cooperative Endeavor 
Agreement number 403-4058-A and approved by the Division of Administration February 24, 
1994) with the Town of Tallulah (the “Town”) to provide for the construction of a new facility 
(the “Tallulah Facility”) to house juvenile offenders in Madison Parish, and the Town entered 
into a management services agreement dated February 10, 1994 with Trans-American 
Development Associates (“TADA”), a single purpose entity owned by James B. Brown, George 
A. Fischer and Verdi Adam, to manage the construction and operation of the Tallulah Facility.  
In March 1995, the Agreement was assigned by the Town to TADA for which the Town receives 
an annual fee of $150,000.  In September 1999, the Department took over operational control of 
the Tallulah Facility. 

 
A more detailed history of the Agreement and related matters is set forth in a report from 

the Office of Legislative Auditor to the Honorable Donald “Don” Cravins, Chairman, Senate 
Judiciary B, and Members of the Committee dated May 16, 2001 (the “Senate Report”), a copy 
of which is attached hereto as Exhibit A. 
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A list of the documents reviewed is attached hereto as Exhibit B.  Capitalized terms used 
herein and not otherwise defined have the meanings set forth in the document list. 

 
Summary of Questions Presented and Conclusions 

 
What are the rights and obligations of the State and the Department under the 

Agreement? 
 
The Department has an obligation under the Agreement to maintain a minimum number 

of adjudicated juveniles at the Tallulah Facility at a minimum per diem rate.  The Agreement is 
terminable due to non-appropriation (after which the Department would have no further 
obligations under the Agreement) or due to breach (after which the Department would have to 
continue to pay debt service, property taxes and insurance on the Tallulah Facility).  The 
Department would have no obligation under the Agreement if the Agreement was determined to 
be invalid as a cooperative endeavor agreement, as a debt of the State or as a non-state provider 
contract.  In connection with the issuance of the 1998 Bonds, the Deputy Attorney General of the 
Department issued an opinion that the Agreement was valid and enforceable against the 
Department, and therefore the Department may be precluded from any contrary position. 

 
What are the rights and obligations of the State and the Department under the 

Bond Documents? 
 
The 1998 Bonds are not obligations of the State or the Department by law or contract.  

However, the Department and the Deputy Attorney General of the Department did participate in 
the offering of the 1998 Bonds and will be bound by the representations and opinions given.  
Standard & Poor’s has therefore taken the position that the 1998 Bonds are equivalent to 
appropriation-backed bonds of the State and that any failure to appropriate under the Agreement 
could result in a downgrade of the State’s credit rating.  

 
Whether a potential purchase of the Tallulah Facility by the State or the 

Department is warranted by its obligations under the Agreement or the 1998 Bonds? 
 
From our inquiries, we understand that the State is negotiating to purchase the Tallulah 

Facility in part to mitigate the costs of the Agreement and to protect its credit rating.  However, 
the State and the Department may want to consider certain actions prior to entering into the 
purchase would could effectively eliminate or reduce the costs of the Agreement while 
protecting the State’s credit rating. 
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Conclusions 
 

The rights and obligations of the State and the Department under the Agreement and the 
1998 Bonds are directly related to the validity of the Agreement and the impact on non-
appropriation on the State’s credit rating.  Assuming the validity of the Agreement based on the 
opinions and representations of the Department given in connection with the 1998 Bonds, we 
recommend that the State clarify with Standard & Poor’s and the other rating agencies their 
positions on the effect of non-appropriation on the State’s credit rating under the circumstances 
described below and determine the estimated costs of continued appropriation, non-appropriation 
and purchase of the Tallulah Facility.  The State can then compare, on a present value basis, the 
costs associated with the options outlined below when determining whether or not to continue to 
appropriate for, operate or purchase the Tallulah Facility.  We expect that implementation of the 
Cure Option (as set forth in the section entitled Conclusions below) by the State would be the 
least expensive of the options presented that are likely to be available to the State. 
 
Analysis 

 
What are the rights and obligations of the State and the 

Department under the Agreement? 
 
Payment obligations of the Department.  
 
Under the Agreement, the Department agrees to maintain at all times during the term of 

the Agreement a minimum population at a per diem rate per person.  The per diem amount is 
reduced in the event that the Department assumes operational duties of the Tallulah Facility.  
Current payment obligations under the Agreement are approximately $4.2 million (based on a 
minimum population of 686 and an assumed per diem rate of $16.83 per day, which rate was the 
rate in effect in December 1999 and may have increased thereafter).  The Department is also 
required to pay property taxes and insurance related to the Tallulah Facility. 

 
Rights of termination and related rights of the Department. 
 
1. Termination for Non-Appropriation 
 
The Agreement states that the Department’s obligation to provide the minimum number 

of adjudicated juveniles is subject to appropriation and provides for termination of the 
Agreement as of the last day of the fiscal year for which sufficient funds were appropriated if the 
State of Louisiana fails to appropriate sufficient moneys for the Department to pay its obligations 
under the Agreement.  The Department is obligated to use its best efforts to obtain adequate 
appropriations to fund the Agreement.  Therefore, although the Department is obligated to use 
best efforts to obtain an adequate appropriation of funds, the Department would have no further 
obligations under the Agreement should the State fail to appropriate sufficient funds.   

 



The Honorable Mitch Landrieu 
April 18, 2003 

Page 4 
 

2. Termination for Breach 
 
The original Agreement permitted the Department to terminate the Agreement with no 

further payment obligations if the Town failed to maintain the facilities in accordance with 
certain standards set forth in the Agreement.  However, Amendment No. 8 to the Agreement 
executed in 1997 prior to the issuance of the 1998 Bonds removed this termination right.  
Because the Department has taken operational control of the Tallulah Facility, the Department 
may terminate the Agreement only if the Department continues to pay the reduced per diem rate 
so long as it operates the Tallulah Facility.  The reduced per diem rate is intended to closely 
approximate the amount required to pay debt service on the indebtedness used to finance or 
refinance the Tallulah Facility, as well as property taxes and insurance on the Tallulah Facility 
(which parallels comparable language from Amendment No. 6 to the Agreement).  Therefore, 
subject to the obligations of the Department to seek adequate appropriations as described above, 
the Department may terminate the Agreement so long as it continues to pay the reduced per diem 
amount. 

 
3. Termination due to Invalidity 
 
The obligations described above assume that the Agreement is a valid and enforceable 

obligation of the Department.  Certain arguments exist to challenge the validity of the 
Agreement, as described below.  However, we note that in connection with the issuance of the 
1998 Bonds, the Department’s Deputy General Counsel issued an opinion that the Agreement is 
a valid and enforceable obligation of the Department and the Department may be precluded from 
taking a contrary position.  We do not offer any opinion or analysis with respect to the validity or 
enforceability of the Agreement or the likelihood that the Agreement will be found invalid. 

 
 a. Not a Valid Cooperative Endeavor Agreement 
 
The Senate Report sets forth the requirements recognized by the Attorney General for 

validity of cooperative endeavor agreements. 
 
1.  The expenditure or transfer of public funds or property must be based on a legal 

obligation or duty.  We assume that, because the Department utilizes the Tallulah Facility to 
satisfy part of its mission, this prong would be satisfied. 

 
2.  The expenditure must be for a public purpose.  We assume that, because the 

Department is a public agency established to address a public purpose, this prong would be 
satisfied. 

 
3.  The expenditure must create a public benefit proportionate to its cost.  There is 

evidence presented that this requirement may not be satisfied. 
 
First, from the Senate Report, the minimum number of juvenile offenders to be housed at 

the Tallulah Facility under the Agreement of 686 exceeds the legal operational capacity of 440, 
resulting in the Department paying per diem amounts for 246 juvenile offenders that are not 
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housed at the Tallulah Facility.  The Department’s Response indicates that the payments are not 
for offenders who are not housed at the Tallulah Facility, but for buildings that were originally 
designed to house more offenders and that are now utilized for other related purposes.  
Therefore,  the amounts paid under the Agreement for 686 inmates may not be proportionate to 
the public benefits of housing only 440 inmates at the Tallulah Facility. 
 

Second, as discussed above, the payments under the Agreement at a minimum amortize 
the indebtedness used to finance the Tallulah Facility, like a capital expenditure.  However, the 
Agreement does not provide that the Department will own the Tallulah Facility at the end of the 
term.  Therefore,  the structure of payments may not be proportionate to the public benefits of 
obtaining the right to use the Tallulah Facility on an operating basis only. 

 
Third, from the documents provided, we understand that TADA and FBA are single 

purpose entities formed to perform under the Agreement, with no assets other than the Tallulah 
Facility and the revenue stream under the Agreement.  However, TADA has been able to 
distribute to its three owners dividends and salaries of over $8.7 million from 1996 through 
2001, including $2 million of dividends distributed the day following the issuance of the 1998 
Bonds. Note that the P&N Letter, which was the result of an engagement of P&N by the 
Department to provide recommendations and assurances regarding proposed rental payments 
under the Agreement, indicated that the proposed annual profit by TADA/FBA “may be 
excessive given the lack of equity risk the owners of FBA are subject to.”  Therefore,  the costs 
of the Agreement may not be proportionate to the public benefit received if the single purpose 
beneficiary of the revenue stream under the Agreement was able to distribute $8.7 million over 
five years to its stockholders. 

 
Fourth, from the documents provided, we understand that the costs of constructing the 

Tallulah Facility were approximately $22 million and that the aggregate principal amount of the 
1998 Bonds was approximately $33 million.  Based on the amortization schedule in the 
Placement Memorandum, approximately $29,765,000 of the 1998 Bonds are still outstanding.  
Although the Department is currently responsible for the operation of the Tallulah Facility and 
the costs related thereto, the Department is still required to make payments under the Agreement 
to cover the debt service on the 1998 Bonds.  The Department will still not own the Tallulah 
Facility after payment of these amounts under the Agreement.  To the extent that the State could 
finance and construct a new facility at less cost,  the payments made under the Agreement may 
not be proportionate to the public benefit received. 

 
Finally, many of the amendments to the Agreement increased the minimum number of 

juvenile offenders required to be incarcerated at the Tallulah Facility or the per diem rate per 
juvenile, resulting in a continued increase in fees paid under the Agreement.  In the Department’s 
response, the Department stated that certain of these amendments were intended to enable the 
1998 Bonds to achieve an investment grade rating from Standard & Poor’s.  As described below, 
the 1998 Bonds are not direct obligations of the State or the Department.  Therefore,  the 
increases in the fixed sum paid by the Department under the Agreement may not be 
proportionate to the public benefit received by obtaining an investment grade rating on the 1998 
Bonds. 
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 b. Not a Valid Debt 
 
The Department has made and is currently making minimum payments under the 

Agreement that are structured to produce sufficient revenue to pay principal and interest due on 
the 1998 Bonds, much like a capital lease.  In the Department’s Response, the Department states 
that these minimums were established in an amount that was, as represented by bond counsel, 
equivalent to the debt service and other requirements on the indebtedness used to refinance the 
Tallulah Facility.  However, at the end of the payment term under the Agreement, the 
Department will not own the Tallulah Facility, as one might expect from a capital payment 
structure.  Rather, the Tallulah Facility will remain the property of FBA.  In the Department’s 
Response, the Department states that the Agreement was structured in this way to be considered 
an operating lease rather than a capital lease to avoid constitutional and general obligation debt 
limits.   

 
To determine whether the Agreement constitutes indebtedness to which constitutional 

and statutory limitations apply, we have reviewed Attorney General Opinion No. 94-452 dated 
September 15, 1994, which interpreted the types of transactions that should be considered 
indebtedness for purposes of the State’s debt limits.   

 
The Opinion evaluated State debt limitations in connection with “net state tax supported 

debt” which includes debt secured by capital leases of immovable property payable by annual 
appropriation of the State.  To the extent that the Agreement constitutes debt secured by a capital 
lease, the Agreement may constitute net state tax supported debt to which constitutional and 
statutory limitations apply. 

 
The Opinion set forth a Maryland judicial decision that classifies a capital lease as a lease 

that pays out more than 90% of the cost of the leased item.  As described above, the Agreement 
pays out more than 100% of the cost of the Tallulah Facility, even after the Department has taken 
control of the Tallulah Facility.  Under accounting standards of FASB 13, a lease is characterized 
as a capital lease if (a) the present value at the beginning of the lease term of the minimum lease 
payments equals or exceeds 90% of the fair value of the leased property to the lessor, (b) 
collectibility of the minimum lease payments is reasonably predictable and (c) no important 
uncertainties surround the amount of unreimbursable costs yet to be incurred by the lessor under 
the lease.  The Agreement arguable satisfies these requirements as well. 

 
The Opinion discussed whether bonds issued by a conduit issuer which are secured by a 

cooperative endeavor, per diem or other obligation of the State (except for a lease) which is 
subject to annual appropriation by the State legislature would be considered debt, a structure 
comparable to the 1998 Bonds.  With respect to cooperative endeavor obligations, the Opinion 
stated that the determination must be made on a case by case basis because the term “cooperative 
endeavor” is very broad and vague.  With respect to per diem obligations, the Opinion stated 
that, although a true per diem obligation would not in itself be considered to be indebtedness, a 
per diem obligation disguised as a capital lease could be considered to be indebtedness.  
Therefore, assuming that the Agreement is a capital lease as described above,  the obligations of 
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the Department under the Agreement may constitute indebtedness to which constitutional and 
statutory limitations would apply. 

 
 c. Not a Valid Term 
 
The Department has consented to the assignment of the Agreement to TADA, FBA and 

the bond trustee, and therefore the current obligation of the Department is to make payments to 
the bond trustee.  Title 15, Chapter 7, Section 1087 of the Louisiana Statutes provides that, 
notwithstanding any other law to the contrary, contracts with non-state providers for services to 
juvenile offenders assigned to the Department shall not exceed a term of five years without 
renewal and renegotiation.  Although the Agreement was originally entered into with the Town, 
the assignment of the Agreement by the Town to TADA may have converted the Agreement into 
a contract with non-state providers.   

 
In connection with the issuance of the 1998 Bonds, the Department’s Deputy General 

Counsel issued an opinion that the Agreement is not subject to this limitation.  At the same time, 
the Placement Memorandum includes a risk factor related to this interpretation, stating that any 
action to determine the applicability of this statute would likely be one of first impression for the 
courts.  Given these facts, it is uncertain whether a court would determine that Section 1087 
would apply to the Agreement or the impact of such determination. 

 
What are the obligations of the State and the Department 

under the Bond Documents?  
 
The Department and the State are not directly liable for the 1998 Bonds. 
 
Based on our review of the bond documents we received, the 1998 Bonds are beneficial 

interest certificates evidencing a proportionate right to receive certain payments made by the 
Department under the Agreement.  Neither the State nor the Department is directly obligated to 
pay the 1998 Bonds, which are payable solely from payments by the Department under the 
Agreement, subject to appropriation as described above.  The Placement Memorandum includes 
numerous references to the limited sources of payment for the 1998 Bonds and expressly states 
that the obligation of the Department under the Agreement does not constitute a liability of or a 
lien or charge upon the moneys or property of the Department or the State, except for moneys 
appropriated by the legislature therefor. 
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Effect on the State’s Credit Rating.  
 
Through our inquiries, we understand that Standard & Poor’s intends to consider 

lowering the State of Louisiana’s credit rating if the State fails to make full appropriations to 
fund the Agreement.  After conversations with Alex Frazier of Standard & Poor’s, we understand 
that, because of the significant involvement of the Department in the issuance of the 1998 Bonds, 
the Standard & Poor’s position is based on a belief that the 1998 Bonds represent obligations of 
the Department and the State similar to appropriation backed bonds issued by the State. 

 
The 1998 Bonds are also secured by a mortgage, assignment or leases and rents and 

security agreement on the Tallulah Facility. 
 
In connection with the bond issue, the Department delivered (1) a consent to the 

assignment of the Agreement to the bond trustee, (2) a closing certificate which makes 
representations about the assignment and the Agreement and (3) an opinion of Deputy General 
Counsel which opines as to the enforceability of the Agreement and the assignments.  In 
addition, the Placement Memorandum includes significant disclosure about the State and the 
Department.  Therefore, Standard & Poor’s does not differentiate bonds issued by the State from 
the 1998 Bonds which were not issued by the State. 

 
The Division of Administration included in its materials a fax from Barry Friedman of 

Friedman, Luzzatto & Co. (the placement agent for the 1998 Bonds) from May 10, 2002, which 
included a commentary from Standard & Poor’s dated June 13, 2001.  The commentary indicates 
that Standard & Poor’s will give appropriation-backed bonds a higher credit rating (more closely 
aligned with the issuer’s general obligation credit rating) and will consider rating action with 
respect to any non-appropriation for these obligations.  

 
We have not made inquiries of other State officials regarding the relationship with 

Standard & Poor’s and do not know the extent to which representatives of the State have 
discussed this issue with management at Standard & Poor’s to try to differentiate the Agreement 
from a true appropriation-backed arrangement.  We do not know what the impact of non-
appropriation would be on the State’s credit rating given by other rating agencies like Moody’s 
Investors Service or Fitch.  In that regard, attached as Exhibit C hereto is a draft letter to the 
President of Standard & Poor’s from Bernard E. Boudreaux, Jr. of the Department (which letter 
was included in materials provided by the Division of Administration) (the “Draft Letter”) 
arguing that Standard & Poor’s should not permit the non-appropriation for the Agreement to 
have an adverse impact on the State’s credit rating.  No execution copy of this letter was 
included in the materials we received from the Division of Administration, and no copy of this 
letter was included in the information sent from the Department in response to our prior request 
letters.   

 
Mr. Frazier acknowledged in our conversation that Standard & Poor’s likely would not 

consider a downgrade in the State’s credit rating due to non-appropriation if the Agreement was 
held invalid, as the State would not be able to fund an invalid arrangement by law not by choice, 
or if the State cured the default under the 1998 Bonds caused by such non-appropriation.   
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Whether a potential purchase of the Tallulah Facility by the 
State or the Department is warranted by its obligations under 

the Agreement or the 1998 Bonds?  
 
Through our inquiries, we understand that State is interested in purchasing the Tallulah 

Facility in part to mitigate the continued obligations under the Agreement and to protect its credit 
rating from Standard & Poor’s.  A downgrade in the State’s credit rating could have a significant 
negative impact on the interest rate paid by the State on its general obligation bonds in excess of 
any financial benefit gained from non-appropriation under the Agreement. 

 
The 1998 Bonds are secured by a mortgage on the Tallulah Facility in favor of the bond 

trustee.  Because the Tallulah Facility is encumbered by this lien, the purchase of the Tallulah 
Facility by the State or the Department would result in a double payment by the State or the 
Department for the Tallulah Facility, once to pay off the 1998 Bonds and once to purchase the 
property from FBA.   

 
We recommend that the State pursue the options described below which may protect the 

State’s credit rating at a lower effective cost before proceeding with the purchase of the Tallulah 
Facility. 

 
Conclusions 
 

The rights and obligations of the State and the Department under the Agreement and the 
1998 Bonds are directly related to the validity of the Agreement and the impact on non-
appropriation on the State’s credit rating.  Assuming the validity of the Agreement due to the 
opinions and representations of the Department given in connection with the 1998 Bonds, we 
recommend that the State take the following actions: 

 
Determine the current position of Standard & Poor’s and the other rating agencies on 
non-appropriation.  The State should contact Standard & Poor’s and the other rating 
agencies to discuss their current position on the effect of non-appropriation for the 1998 
Bonds on the State’s credit rating.  The State should attempt to differentiate the Tallulah 
Facility and the 1998 Bonds from the other cooperative endeavor agreements of the State 
as outlined in the Draft Letter and this letter.  To the extent that Standard & Poor’s 
changes its position or the other rating agencies and the marketplace take a contrary 
position to Standard & Poor’s, the State would not need to purchase the Tallulah Facility 
or take any further action to protect its credit rating. 
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Determine the position of Standard & Poor’s and the other rating agencies on non-
appropriation coupled with a cure of any payment default on the 1998 Bonds. 
 
Mr. Frazier indicated that Standard & Poor’s likely would not downgrade the State’s 
credit rating if any default in payment to the bondholders is cured by the State (the “Cure 
Option” as described below).  
 
To the extent that the State determined not to appropriate funds for the Agreement and 
the non-appropriation resulted in a payment default under the 1998 Bonds, the State 
could consider curing the default as it relates to the bondholders by agreeing to pay the 
bondholders any shortfall after exercise of all remedies under the bond documents.  As 
discussed above, the 1998 Bonds are secured by a mortgage on the Tallulah Facility and 
there are reserves on deposit under the trust indenture to offset amounts due under the 
1998 Bonds.  The bondholders (or Ambac as the bond insurer) could pursue all remedies 
available under the bond documents to maximize the value of the collateral securing the 
1998 Bonds and then the State could agree to pay any amounts that remain outstanding to 
make the bondholders whole.   
 
A secondary option would be to cure the default by offering to purchase from each 
bondholder the 1998 Bonds at par after any payment default caused by non-
appropriation.  Then, as the holder of the 1998 Bonds on which a payment default has 
occurred, the State could direct the bond trustee to foreclose on the mortgage on the 
Tallulah Facility securing the 1998 Bonds.  The proceeds of the sale would be returned to 
the State as payments on the 1998 Bonds, together with amounts on deposit under the 
trust indenture for payment of the 1998 Bonds.  The purchase out of foreclosure would 
effectively transfer ownership of the Tallulah Facility free and clear from the lien of the 
1998 Bonds such that the purchaser of the Tallulah Facility would not have to pay off the 
1998 Bonds and also pay FBA for the Tallulah Facility.  
 
In either case, the State might be able to finance the shortfall or purchase payments with 
its general obligation bonds at a lower interest rate then is currently paid on the 1998 
Bonds.  These options should also be acceptable to Ambac as the bond insurer for the 
1998 Bonds and would preserve any relationship the State expects to have with Ambac in 
the future. 
 
Determine the estimated costs of continued appropriation.  The State should determine 
the total cost to the State of (a) continuing to appropriate for the 1998 Bonds and 
continuing to operate the Tallulah Facility and (b) continuing to appropriate for the 1998 
Bonds but ceasing to operate the Tallulah Facility. 
 
Determine the estimated costs of non-appropriation.  Because the Agreement may be 
terminated due to non-appropriation, the State should determine the true impact of non-
appropriation on the State’s credit rating in the marketplace and the relative financial 
impact on the State.  The State may want to consult with its financial advisors and 
underwriters to gauge this impact, which would be a function of the expected increase in 
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interest rates for the State’s general obligation bonds, the length of time in which the 
downgrade would be expected to be in effect and the principal amount of general 
obligation bonds the State expects to issue during that time. 
 
Determine the estimated costs of the Cure Option.  To the extent that Standard & Poor’s 
and the other rating agencies agree that there would be no downgrade in the State’s credit 
rating if the Cure Option were implemented, the State should determine the cost of the 
Cure Option.  As part of this calculation, the State should offset amounts to be paid by 
the State by amounts on deposit under the trust indenture as reserves for payment of the 
1998 Bonds and by the property value of the Tallulah Facility.  The State should also take 
into account any ability to leverage these payment obligations with low interest general 
obligation bonds of the State. 
 
Determine the estimated cost of purchasing the Tallulah Facility.  The State should 
determine the estimated cost of purchasing the Tallulah Facility, which would include the 
prepayment of the 1998 Bonds. 
 
The State can then compare, on a present value basis, the costs associated with the 

options outlined above to determine whether or not to continue to appropriate for, operate or 
purchase the Tallulah Facility.  Based on our review of the documents and assuming Standard & 
Poor’s does not change its prior determination to downgrade the State’s credit rating due to non-
appropriation of the Agreement, we expect that implementation of the Cure Option by the State 
would be the least expensive of the options presented, including options to continue 
appropriations or to purchase of the Tallulah Facility. 
 

We recognize that there are additional factors to consider with respect to the Tallulah 
Facility and the 1998 Bonds, such as the impact on the State’s juvenile justice system and 
potential alternative uses of the Tallulah Facility by the State.  We have not attempted to address 
these factors in this letter as they are best considered by State government officials. 

 
We are available to discuss this letter at your convenience.  This letter is furnished for 

your benefit and may not be relied on or utilized in any manner or for any purpose by any other 
person without our prior written consent. 

 
Sincerely, 
 
PIPER RUDNICK LLP 
 

 
 
Richard J. Marks 
Partner 
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EXHIBIT A 
 

Senate Report 
 

(See Attached) 
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EXHIBIT B 
 

Documents Reviewed 
 
 1. The Agreement and the nine amendments thereto 
 2. The Senate Report, including the response of the Department dated May 15, 2001 

(the “Department’s Response”) (attached) 
 3. Consent and Acknowledgment dated as of May 29, 1998 among the Department, 

the Town and TADA 
 4. The Management Services Agreement between TADA and FBA, L.L.C. (a 

wholly-owned subsidiary of TADA) (“FBA”) 
 5. Certain correspondence dated August 4, 2000 from TADA and FBA to the 

Department referencing the Agreement 
 6. A draft letter of Postlethwaite & Netterville (“P&N”) to the Department dated 

December 2, 1999 (the “P&N Letter”) 
 7. “Estimating the Costs and Economic Impacts of the Louisiana Juvenile Correction 

Facilities: Madison and LaSalle Parishes” issued by Robert J. Newman and M. 
Dek Terrell, Division of Economic Development & Forecasting, Department of 
Economics, E.J. Ourso College of Business, Louisiana State University. 

 8. Correspondence from Chase Manhattan Trust Company to FBA dated November 
22, 2000 

 9. Assignment dated as of March 30, 1995 between the Town and TADA pursuant 
to which the Town assigned its rights, title and interest in the Agreement to 
TADA 

 10. Assignment dated as of May 29, 1998 between TADA and FBA pursuant to 
which the TADA assigned its rights, title and interest in the Agreement to FBA. 

 11. Absolute Assignment dated as of May 29, 1998 between FBA and the bond 
trustee pursuant to which the FBA assigned its rights, title and interest in the 
Agreement to the bond trustee 

 12. The Private Placement Memorandum dated May 29, 1998 (the “Placement 
Memorandum”), related to $32,995,000 Privately-Placed Taxable Revenue 
Beneficial Interest Certificates (Tallulah Correctional Center for Youth Project, a 
700-Bed Facility) )(the “1998 Bonds”) evidencing proportionate interests in 
payments to be made by the Department pursuant to the Agreement 

 13. Draft letter to President, Standard & Poor’s from Bernard E. Boudreaux, Jr. of the 
Department (attached) 

 14. Certain correspondence related to the Tallulah Facility in the possession of the 
Division of Administration 

 15. Attorney General Opinion No. 94-452 dated September 15, 1994 
 16. Title 15, Chapter 7, Part X, Section 1087 of the laws of the State of Louisiana 
 17. A consent by the Department to the assignment of the Agreement to the bond 

trustee for the 1998 Bonds 
  18. A closing certificate of the Department related to the assignment 
  19. An opinion of Deputy General Counsel related to the Agreement and issued in 

connection with the 1998 Bonds. 
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EXHIBIT C 
 

Draft Letter 
 

(See Attached) 












































