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FINANCE AUDIT SUBCOMMITTEE 
MEETING MINUTES
January 6, 2012
4:00 p.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) and John Crescimbeni
Excused: Committee Member Richard Clark
Also: Council President Stephen Joost, Council Member Lori Boyer.

 See attached sign-in sheet for additional attendees.
Meeting Convened:  4:05 p.m.

Council Auditor’s work program
After self-introductions of all in attendance, Council Auditor Kirk Sherman distributed copies of the Council Auditor’s Office’s (CAO’s) list of work in progress on February 6, 2012.  The listing covered 25 projects grouped into two primary categories - required work and ongoing audits   Required work was subdivided into five subcategories based on the source of the requirement: Florida Statutes; Ordinance Code; government auditing standards; requests from the City Council, its committees or individual council members; and work required before the budget process begins.

Mr. Sherman indicated that he will be scheduling a meeting among himself, the five constitutional officers and General Counsel Cindy Laquidara to discuss the scope of the CAO’s authority with regard to auditing the constitutional officers, particularly whether the authority covers just financial matters or also includes operational and performance matters.  Mr. Sherman will keep the committee apprised of the meeting’s outcome.  He noted that his office couldn’t possibly audit every facet of a constitutional officer’s operations each time – they select one or a few areas to sample based on the likelihood of an area being problematic.
Mr. Sherman told the committee that his office will have an on-site visit in March as part of the peer review process by the Association of Local Government Auditors, of which the CAO is a member.  This triennial process ensures that the office is adhering to proper auditing procedures and standards and that it meets the recommended standards of independence.  He also noted that an ordinance is pending before the Council, introduced by this committee, to add an additional entry-level auditor position.  Mr. Sherman explained that his office undertakes a planning process every few years to determine their priorities for audit work for the next year or two, and he welcomes guidance from the Council President and Audit Committee about their interests and priorities for the work program.  Council Member Crescimbeni urged Mr. Sherman to ask the Audit Committee for assistance if the CAO ever encounters a lack of cooperation from auditees in the course of its audit work.  In response to a question from Council Member Boyer about the process by which individual council members can request that studies or audits be done, President Joost stated that the Council Auditor has the discretion to distribute and balance his workload and resources and encouraged Mr. Sherman to ask the Audit Committee for guidance if multiple project requests become unwieldy and require prioritization.
SMG venue management contract
Turning to the issue of the SMG contract for public facilities management, Mr. Sherman distributed a document entitled “Review of Office of Inspector General (OIG) Audit Report on SMG” which categorized findings and issues into five categories: 1) OIG overall recommendation; 2) areas of SMG contract needing amendments and clarification per the OIG report; 3) suggested additional review per OIG audit report; 4) additional findings from OIG audit report; and 5) six items noted in audit work papers that were not included in OIG report.  

The CAO fully supports the OIG recommendation that the SMG contract be re-bid because of the length of time the contract has been in effect via renewals and extensions and that the City consider alternatives to the current contract and fee structure by requesting copies of contracts from other cities for comparison purposes.  In response to a question from Chairman Anderson, Mr. Sherman indicated that the City does not have a standard policy for contract lengths and renewal options, but generally speaking contracts tend to be in the 3- to 5-year range with one or more subsequent renewal options and some type of cancellation clause.  JEDC Acting Executive Director Paul Crawford informed the committee that the JEDC and General Counsel’s Office are currently working on drafting an RFP to begin the process of putting the facilities management contract out for re-bid.  Part of their work is to consider options for separating out one or more facilities to be bid separately.

Marc El Hassan, Chairman of the TRUE Commission, noted that his predecessor as TRUE Chairman, Wes Benwick, led an extensive review of several aspects of the SMG contract including insurance procurement practices and the use of an SMG-affiliated company as the food service contractor for the venues.  Mr. El Hassan will provide the committee with the TRUE Commission’s documents and any concerns specifically identified by Mr. Benwick.  CAO Principal Auditor Kyle Billy expressed the belief that the most important action to be taken now is to incorporate all of the listed concerns and recommendations of the OIG audit into the RFP for the new management contract so that all of the actual and potential problems can be corrected in the new operation going forward.
The subcommittee discussed the possibility of the City purchasing items on behalf of SMG so that they can be procured sales tax-free.  Paul Crawford said that the concept has been explored in the past and is currently being done with the venues in Miami (also managed by SMG), but there continue to be questions about whether it is acceptable to the Florida Department of Revenue.  The City has gotten differing opinions from the DOR at different times, and the Office of General Counsel prefers to take a cautious approach until it is absolutely clear that the practice will be approved by the state.  

President Joost felt that the CAO should take another look at the sales tax issue, the operation of the Cecil Commerce Center fitness center (item #14 on the OIG list) and follow up on identified internal control weaknesses.

In response to a question from Council Member Crescimbeni about whether the CAO had reviewed the issues raised by the TRUE Commission and Concerned Taxpayers of Duval County, Kyle Billy said that they had, and felt that most of the issues were sufficiently covered by the OIG audit.  There were a few outstanding issues that he felt would be difficult to pin down to an exact finding because they relate to matters that may be subject to interpretation or not susceptible to a simple black-or-white, yes-or-no answer.  In any event, some of the issues raised by the TRUE Commission or Concerned Taxpayers as a result of allegations made by former SMG Jacksonville General Manager Bob Downey may be a moot point.  The practices may not have been ideal and the contract may not be structured the way some would prefer, but the City agreed to the contract and directly or indirectly approved the practices so SMG had authority to do what it did.  That being the case, there may be little or nothing to be gained by devoting further time and resources to going back to past practices.  What is important is getting the new RFP right to prevent these perceived problems in the future.
Tony Bates of Concerned Taxpayers stated that they had additional concerns as a result of Mr. Downey’s testimony that were not covered by the OIG’s audit, and they believe these issues merit further consideration.  President Joost and Council Member Crescimbeni asked the TRUE Commission and Concerned Taxpayers to submit their continuing concerns to the committee to evaluate what needs to be followed up and what can be dispensed with.

Motion: that the Council Auditor devote its efforts to the internal control weaknesses identified in the OIG’s SMG audit; to the potential for cost savings in the operation of the Cecil Commerce Center fitness center (item #14 under Suggested Additional Review per OIG Audit Report); and to the potential for City procurement on behalf of SMG to minimize sales taxes (item #15 under Suggested Additional Review per OIG Audit Report) – approved.

JEDC audit follow-up
In response to a question from Chairman Anderson, Alison Luker of the Mayor’s Office reported that she is working with the JEDC, the Auditor’s Office and the Mayor to develop better monitoring and management procedures for JEDC’s economic incentive contracts.  The Mayor’s appointed task force on economic development will meet for the first time tomorrow.  She has looked at how other cities operate and has yet to find a really good set of standard tracking policies and procedures, so she is developing her own proposal. Mr. El Hassan stated that the TRUE Commission has identified contract management as a real weakness throughout City government.  There does not appear to be one office or person in charge of managing contracts, and there appears to be no comprehensive list in one place of all city contracts which summarizes their terms, renewal dates, payment schedules, etc.  Mr. El Hassan distributed copies of the TRUE Commission’s January 2011 report on contract management and Chairman Anderson thanked the commission for its work.
Meeting adjourned:  5:26 p.m.
Minutes: 
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