











incurring significant "carrying-cost" for delayed payment of invoices, and that had to be included
in the calculation because we paid our subcontractors on-time whether or not the State paid us.
These issues are briefly mentioned (and not flushed out sufficiently to make it sound like anything
other than an only slightly relevant footnote). We would appreciate it if that were reflected in the
next version.

e Page 6: The section on "Rationale for JLW Subcontracting" should be put before the sections
discussing the mark-ups and cost savings. That rationale is necessary to understand the reason for
the use of the JLWA contract vehicle.

e Page 7: The draft report explains the mark-up of subcontractor expenses by JLWA in such a way
that it portrays the only justification for the mark-up is a statement by Mr. Merritt that our mark-up
was at the lower end of industry standard. The fact is that we also provided the Louisiana
Legislative Auditors with evidence that this was the case in the form of print-outs and internet links
showing that other firms providing similar services were recommending (and charging) mark-ups
of 100-200% or even more. This should be referenced in the next version of your report.
Furthermore, what I communicated to your office was that normal industry markup is 2 to 3 times
the cost which translates to a 100% to 200% markup as opposed to the 200% to 300% figure
provided in your report. This error should be corrected before you finalize your findings.

e First Paragraph in "Conclusions": Again, the cost issues cannot be simply observed and
conclusions made by what JLW received in payment.This should not just conclude that the cost
savings could have been achieved. It should say that while GOHSEP did not have any other
reasonable opportunity at the time of the decision, due to the extraordinary time-criticality of
bringing the new staff on board and GOHSEP's inadequate staffing levels for contracting and
program management, such savings could be possible in the future if GOHSEP takes action now to
ensure they have sufficient PFT staffing and enter into such sub-contracts with vendors so that they
do not have to go through another contractor to obtain those services in the future.

I want to thank you for the opportunity to comment on your latest draft report. If there is anything that
I can do to further assist with your efforts please don’t hesitate to ask.

Sincerely,

Al

Mark Merritt
President, James Lee Witt Associates






