Central Falls Detention Facility Corporation Meeting Minutes
Tuesday, January 17, 2012

Central Falls City Hall, Council Chambers

580 Broad Street

Central Falls, Rl 02863

6:00 P.M.

TDD/TTY 401-727-7450

A meeting of the Central Falls Detention Facility Corporation was held on the above
date; in the Training Building at 6:00p.m.

1)

Call to order / Roll Call — 6:07 p.m.
Members present: Director Romanowicz, Director St. Pierre, Director Tillinghast,
Director Adamo, and Chairman Hartford

Announcements by Chairman Hartford:

¢ The Senate commission convened tonight just to reschedule the meeting
that was scheduled for tonight. We believe that they will defer any
business to a meeting to be scheduled for sometime in February.

e He and Director Romanowicz had the opportunity to attend the graduation
ceremony for the latest class of correctional officers, the thirty-second
class to graduate from our own in-house academy. The ceremony was
handled well. Geoff Weston, the Training Director, did an excellent job.
With that class, we are just about at 100% with correctional officer count
now.

Approval of minutes 12/13/11
Motion made by Director St. Pierre to approve the minutes from 12/13/11;
seconded by Director Romanowicz. All were in favor. Motion passed.

New Business —
Report on new payable process established by the Trustee

Michael Fair, CEQO, explained the new process implemented by the Trustee for
payables. The facility scans and sends all invoices to the Trustee for approval
before the Trustee transfers the funds to the facility’s operating account so that
bills can be paid and payroll can be funded.

Director Hartford commented that we now have a mechanism for consent in
regards to the city impact fees. He asked what we do to bring this issue to the
forefront. He and Director St. Pierre discussed obtaining an invoice from the city
and including it with payables. Director Tillinghast suggested that we make
reference to the provisions of the indenture of trust in submitting this invoice so it
doesn’t look like we are trying to slide it past the Trustee. All concurred that this
was acceptable.

Current Financial Report

Michael Fair, CEO, presented the current Cash Report to the Board. He gave a
brief commentary of the numbers contained within the report. There was not
enough money to cover the debt service payment, so monies were taken from
the reserve account to cover this. The reserve account is short approximately
$1.4M.



4) Old Business
A) Review of report and recommendations of Ernest Almonte

Ernie AlImonte reviewed his credentials. He is Chairman of the audit committee
for the Department of Defense, spent fifteen (15) years as the state auditor
general, and he is a certified forensic examiner. He has been an expert witness
at trials. Based on his experience, he felt compelled to point out the red flags
that he uncovered during his review to the Board.

He noted that there has been much progress at the Wyatt Detention Center from
the previous Administration to the current Administration. However, there are
severe red flags that he pointed out in his report. There should be a tone from
the top, meaning the Board of Directors. His recommendation, that there should
be a forensic review, should be acted upon.

He expects that a forensic audit will have three benefits:

¢ In investigating the red flags, you could uncover more evidence that they
are truly a sign of wrong-doing in order to move forward and potentially
get insurance proceeds

e Second, there were people that were in places of accountability, whether
it be the Trustee or other individuals. A forensic audit will uncover
whether they fulfilled their roles as they were supposed to. If it turns out
that someone did not uphold duties, again you have insurance proceeds if
someone did not fulfill their role.

e Third, there is the debt structure and whether this (payment plan) was
ever possible without achieving (detainee population) results that were
really not achievable.

Chairman Hartford referenced a meeting that he had with Mr. Almonte, Mr. Fair,
and Director Tillinghast last week. The consensus is that there is a problem with
the current debt structure. It would be beneficial if Mr. Alimonte or someone were
to take a closer look at the debt structure and the real possibility that we are
over-leveraged. Director Tillinghast concurred, reiterating that with a finite
amount of revenues attainable, the debt structure is flawed. He said that it is in
everyone’s best interest to move forward with a forensic audit.

Director Adamo asked whether the bond-holders were open to the forensic audit,
how long it was going to take, and how much it was going to cost.

Almonte commented that he would be able to rely on the work that he already
did, he expects that the complete audit would cost about $135K. In terms of
timing, some pieces he can get more quickly, but the overall audit would probably
take five to seven months. He stated that the agreement should be between
himself and legal counsel so that all work would be protected under the work-
paper doctrine if it were ever to go to trial. If the debt structure is number one,
you would probably need work in some other areas in order to back it up.

Director Romanowicz commented that he did not want to go back in time with
this audit, but instead move forward.

Attorney Lynch-Gadaleta interjected that the forensic investigation would clearly
involve looking at the previous Board, of which Director Romanowicz was the
Chairman, she respectfully recommended that he should recuse himself from any
voting or determining the scope of this forensic audit.

Director Romanowicz said that he has information that is public record that he
can offer to defend information contained within the Almonte report. Mr. Aimonte



commented that his forensic audit would include interviews that would bring this
information to light.

Chairman Hartford said that, since Mr. Almonte was hired at the strong urging of
the bond-holders, he felt it made sense to allow him to follow-thru on his findings
so that he can make a conclusion that these red flags were or were not indicative
of wrong-doing.

Director Tillinghast stated that, as a fiduciary of the Corporation, he felt that there
needs to be an investigation and some accountability as to how we got into a
$110M debt structure. We have limited revenue of maybe $25M or $27M a year
if everything goes perfect.

Director Adamo questioned the advisability of spending $135K that the
Corporation does not have on an audit into the past. Almonte commented that
this could be viewed as an investment into the organization, in that everyone,
from line staff within the organization and those on the outside would know that
they could come to this Board and they would see action. Additionally, if these
red flags turn out to be facts, the insurance proceeds available would be far more
than $135K. Also, if Aimonte investigates and determines that this debt structure
will not work and some of these other things, which the bondholders were a part
of, happened, the bondholders will likely be more open to renegotiating the debt
structure.

Director St. Pierre suggested that the Board should find another party to
complete the forensic audit so that this party could be viewed as totally unbiased
and separate from the Fair Report and the Alimonte Report.

Director Adamo said that she was not convinced at this point that a forensic audit
was in order. She asked Attorney Fracassa to comment on the current state-of-
mind of the bondholders in regards to restructuring the debt.

Attorney Fracassa said that he felt that the bondholders would be receptive to the
forensic audit. If there is a finding that the debt structure was flawed from the
beginning, that goes right to the heart of the viability of this entity to survive. Itis
his view that this would prompt the bondholders to open dialog about what was
necessary to straighten things out.

Chairman Hartford asked the finance and audit sub-committee to meet with Ernie
Almonte and Mike Geezil to work out a letter of engagement and the scope of
work that has to get done and how it would be funded and to come back and
make a recommendation at the next meeting. He asked them to explore whether
the state commission could help out with the funding.

Motion by Director St. Pierre to refer this matter to the Finance and Audit Sub-
committee; seconded by Director Tillinghast. All were in favor. Motion passed.

5) Reports of the CEO and/or Legal Counsel (as necessary)
Average daily population (January to-date): 611
The Warden continues to close down areas and operations to avoid waste.

Mr. Fair and the Warden will be reaching out to the MA and CT Marshals in an
effort to increase the ADP.

Mr. Fair said that after a couple of months, he will determine the effects of the
revenue shortage. If a shortage exists at that time, he will address any necessary



changes to offset this shortfall. Chairman Hartford commented that he agreed
that more information was needed to determine whether adjustments were
necessary. He said that after a couple of months, or maybe even a quarter, they
could take a look at the financial situation.

Director Romanowicz asked Mr. Fair to comment, perhaps at the next meeting,
on the effect that the opening of the facility in Berlin, NH would have on the
Wyatt. Mr. Fair said that he is not worried about the impact it would have on our
operations, but that he would continue to monitor it.

6) Executive Session pursuant to R.l. General Laws § 42-46-5 for the following
purposes:

A) Section 42-46-5(a)(2) and Section 42-46-5(a)(4) for the purpose of reviewing
issues regarding FOP representation of supervisory staff and litigation
concerning the Wayne Salisbury matter; Ng; Cornell; Property tax bill;

B) Section 42-46-5(a)(3) for the purpose of receiving an operational report from
the CEO.

7) Next meeting: Wednesday, February 15, 2012 @ 6:00pm @ Woyatt Training Building

8) Adjournment



