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FINANCE AUDIT COMMITTEE 
MEETING MINUTES
August 16, 2011
11:30 a.m.

Location:  City Council Conference Room A, Suite 425. City Hall – St. James Building; 117 West Duval Street

In attendance:  Committee Members Greg Anderson (Chair), Richard Clark and John Crescimbeni

Council Member Matt Schellenberg
Also: Peggy Sidman – Office of General Counsel; Kirk Sherman, Kyle Billy, and Heather Norsworthy – Council Auditor’s Office; Jessica Deal and Ronnie Belton – Mayor’s Office; Jeff Clements – City Council Research;  Mickey Miller, Mike Givens, Devin Carter and Patricia Coleman – Administration and Finance Department; Wight Greger, Amy Robinson, Laura Stagner-Crites and LaCree Carswell – Housing and Neighborhoods Department; Cherisse Wilks – Central Operations Department; Kevin Meerschaert – WJCT; Steve Patterson – Florida Times-Union; David Chapman – Financial News and Daily Record; Debbie Delgado – ECA; 
Brett Freidman, Yvonne Clayborne, Bob Feldmann and Mary Goldsmith – McGladrey and Pullen, LLP
Meeting Convened:  11:31 a.m.
Chairman Anderson convened the meeting and introduced the team from McGladrey and Pullen, LLP to make their presentation on the City’s annual independent audit.  McGladrey provided the City with three products: the Comprehensive Annual Financial Report, the Single Audit and a report to the Finance Committee.  Brett Friedmann stated that McGladrey is providing a clean, unqualified opinion.  
Recent changes in applicable accounting standards were reviewed, none of which have any substantial impact on Jacksonville’s audit or accounting practices.  Changes are looming in the future, however, that will have a significant on how Jacksonville and all other local governments report future pension obligations.  Currently pension obligations appear as a footnote only;  beginning in 2013 they will have to appear on the front page of the balance sheet which will have a major impact on the City’s bottom line.

Three “significant issues” were identified for further discussion with the City, which has taken place:

· The Jacksonville Jaguars’ lease for EverBank Field and how the City books the $12 million in deferred lease payments;

· The discovery that the Sheriff’s Office had established a checking account that wasn’t properly reflected in the City’s accounting system;

· An agency account that was not properly booked.

None of these issues materially affected the results of the audit.

With regard to the audit of the City’s pension plans, Mr. Feldmann stated McGladrey reviewed the qualifications of the City’s actuaries and the reasonableness of the assumptions they used in their calculations and found no problems.  They did not independently calculate the City’s UAAL or test that figure.  Mickey Miller stated that the State Actuary has the power to force local governments to change their rate of return assumptions, mortality tables and other assumptions by withholding their approval of actuarial studies.  This will likely happen with out current assumed rates of return of 8.5 and 8.4% on the PFPF and GEPP plans.  The state wants to see something closer to 7.75%.

With regard to the Single Audit, the company identified several material weaknesses and control deficiencies, mostly relating to the use of federal stimulus funds (American Recovery Act) and failures to ensure that subcontractors filed paperwork ensuring their compliance with federal Davis-Bacon Act wage requirements and Buy American requirements.  Wight Greger of the Housing and Neighborhoods Department, where most of the issues were identified, explained her department’s response and redoubled efforts to ensure compliance, including the hiring of a Davis-Bacon Act expert to assist the department and all City recipients of federal grants in meeting the requirements of the law.
McGladrey reviewed several current year observations and several prior year observations that continue to be identified as unresolved issues.  Chairman Anderson stated that the continuing prior year observations will be the topic of discussion at the next Audit Committee meeting, which will take place after the completion of the budget approval process.

Mickey Miller noted for the committee’s information the City’s CAFR and budget book continue to receive the highest recognition from the national accrediting bodies for the quality and user-friendliness of their information, and invited the members to peruse the City’s investor relations web site which is a trove of information about the City’s finances.
The meeting was adjourned at 12:25 p.m.
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