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OFFICE  OF  CITY  COUNCIL

RESEARCH  DIVISION

FINANCE SUBCOMMITTEE ON PERFORMANCE AND AUDIT 
MEETING MINUTES
September 15, 2008
12:45 p.m.
City Council Conference Room A
Suite 425, City Hall

117 West Duval Street

Attendance:  Subcommittee Chair Jack Webb; Subcommittee Members Stephen Joost and Clay Yarborough; Kirk Sherman and Heather Norsworthy - Office of Council Auditor; Jessica Morales – Legislative Services Division; Jeff Clements – City Council Research; Sherry Hall - Office of the Mayor; Mickey Miller and Kevin Stork – Finance Department; Joe Adams – Florida Times-Union; Mike Sharkey – Financial News and Daily Record; John Palombi – TRUE Commission; Joe Andrews – Concerned Taxpayers of Duval County; Mike Patillo and Kathleen Dulko – Ernst and Young
Subcommittee Chair Jack Webb called the meeting to order at 12:50 p.m. but recessed the meeting until the auditors from Ernst and Young arrived.  The meeting reconvened at 1:08 p.m.
Mike Patillo of Ernst and Young gave a brief overview of the company’s planned work on the City’s independent audit.  Some work began over the summer but the bulk of the audit (3,000 – 3,500 hours in total) will take place beginning now.  In addition to the usual auditing of balance sheets and financial records, Ernst and Young also takes a broader look at general economic trends and industry-specific risk conditions that may materially affect the City’s finances.  The three major external factors/trends worthy of note are 1) the growing national credit crisis and its effects on City investments, debt and pension funds; 2) state property tax reform measures and their effects on City revenues and debt policies; and 3) the implementation of GASB Statement #45, Accounting and Financial Reporting By Employers for Postretirement Benefits Other Than Pensions.  With regard to #3 Mr. Patillo stated that Jacksonville doesn’t have as big a problem as many other jurisdictions nationwide since the City does not pay health insurance costs for its retirees.
In response to a question about how deeply the external auditors probe for fraud and theft, Mr. Patillo stated that the audit is intended to offer an accountant’s opinion of the validity and accuracy of the City’s financial statements and is not intended as a forensic audit specifically looking for fraud.  The audit does sufficient testing of transactions and processes to find any circumstances that might materially affect the validity of the balance sheets but does not opine on the overall state of financial controls in the City government.

Mr. Patillo invited the subcommittee to suggest particular issues or areas of concern that might warrant E&Y’s attention and Council Member Joost suggested the City’s pension liability in a time of declining credit and financial market conditions.  What effect, if any, will the current national economic troubles have on the City’s return on investments, annual pension contribution, bond ratings, etc.?

The timeline for the audit calls for Mickey Miller and the Finance Department to produce year-end financial statements for FY07-08 by mid-February and for the final audit to be produced in March.  Chairman Webb requested an update from E&Y after the completion of the audit but before the Council Auditor’s mid-year budget review in May.
There being no further business, the meeting was adjourned at 1:26 p.m.
Jeff Clements, Chief of Council Research
(904) 630-1405
Posted 09.17.08
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